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The News
Behind
The News

By PAUL MALLON

' WASHINGTON — The unre-
solved! conflict between the Four
Freedoms and radical ideologies
:which is apparent behind the con-
-fusing  polit-
Jical news from
“abroad is also
conspicuous
~behind much
domestic news
and interpre-
1at10n
.'The . leftist .
* journals: arg
currently @
‘Tam p aigniiig--
for. the Bev-—
Cenagé  pTo-
- posed “way of
life” "in -Brit-
ain, with the
Teritical de-..
mand that if ;
also be pur-
here.
‘They think
that is what the Four Freedoms
mean, assumption by the State of
‘more complete authority over the
lives of men’economically, fixing
~ (Continued on page 2495)
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Special material and items of
- interest with reference to dealer
aetivities in the States of Con-
necticut, ‘Michigan and Missouri
appear in this issue,

For Connecticut and Michigan

LS 4

Paul Mallon '

. see page 2474; Missouri on page

;__,‘ H Underwriters
Distributors
Dealers

‘2475,
Gen’eral index on page 2496.

Hirsch, Lilienthal & Co.

Members New York Stock Exchange
and other Exchanges

London - Geneva. Rep,
25 Broad St., New York 4, N. Y.
HAnover 2-0600 Teletype NY 1-210
Chicago Cleveland

921,

Our‘ Post-War Banking Systems?

By DR. FREDERIC EDWARD LEE
Professor of Economics, University of Illmols
Member Economists’ National Committee on Monetary Policy
Formerly American Financial Trade Commissioner,
American Ambassy, London
Author of “Currency, Banking, And Finance in China,” “Banking And
L Trade Financing In The United Kingdom,” Etc.; Sometime
America Economist Consul At Shanghai And Peking '

Without, ‘specific reference to theé Keynes and ‘the White plans
for post-war 'exchange stabilization, or to the more recently an-

Common Sense About Profit Control

By DR. IVAN WRIGHT
Professor of Economics at Brooklyn College and Executive Secretary
of the Economists Committee on Reconversion Problems °
The American people want the cost of living held stable during
wartime, when shortages of most goods are unavoidable, They know
that, while the fighting goes on, the nation'cannot produce all the
goods required to satisfy every demand of both the armed forces and
civilians. Willingly, they accept such inconveniences and sacrifices
as are incident to price control and to ratlomng by the Office of Price

nounced ‘pro-
posals for an
interna-
tional.clearing
bank, . ‘unani~
mously agreed
upon by the
“experts” of
34 nations,and
released by
the United
States Treas-
ury on April
19441 1.
propose in this -
article to con-
sider the pos-
sible . outlook
for commer-
cial and cen-
tral banking
in the light of
immediate prewar trends and of
wartime developments. More spe-
cifically, the article is concerned
with the question as to whether
we as United Nations, while fight-
ing"to preserve and restore politi-
cal democracy -throughout -the
world, while talking about such
impossible freedoms.as ‘freedom
from want” and “freedom from
fear”’—freedoms which are impos-
sible. of attainment in our eco-
nomic world except under condi-
tions of .an .utopia—are at the
same time preparing the way and
setting the stage, so to speak, for
the end of democracy in banking.
Will we emerge at the end of

1 These have been adequately covered in
various articles in the Commercial and Fi-
nancial Chronicle,

(Continued on page 2484)

Dr.. Frederic E. Lee
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?'l‘he I'uture Of American Exports

.By DR. J. ANTON de HAAS*

- "Professor of International Relationships,
Graduate School of Business Administration, Harvard Umversnty

Leadmg Foreign Trade Expert Declares Post-War For-
eign Trade Outlook Less Favorable Than After World

War I-—Holds Government

Control Over Trade Abroad

| Will Exist, Not From Choice But From Necessity—DBe-

lieves International Cooperation With Cartels And Allot-
ments A Remedy, But Warns It Will Mean Ending Of
Our Policy to Return to Enforced Competition At Home

* Mr. Frederick C. Crawford, President of the National Associa-

tion of Manufacturers
Trade Con-?*
vention ‘last
October,
voiced the at-
titude of most
American
businessmen
when he said:
“Never before
in the history
of our nation
has the op-
portunity been
. so great tosell
our products
to countries
around the
globe.” :
To. some . of
us who recall
the enthusi-
asm with

J. Anton de Haas

MANHATTAN
BOND FUND

ndmcrus/_ou REQUEST
Wholesale DOufors
HUGH W/{ONG andGOMPANY

INCORPORATED

15 EXCHANGE PL, - 634 SO, SPRING ST,
JERSEY CITY LOS ANGELES

Central Soya Co.

COMMON
. Bought—Sold—Quoted

Réport available
upon request -

REYNOLDS & CO.
Members New York Stock Ezchange
120 Broaflway, New York 5, N. Y.
' TMelephone: RHctor 2-7400
Bell Teletype NY-1-635

in" an address before: the National Foreign

which American businéssmen
looked upon the export possibili-
ties of this country when victory
was in sight during the first World
-War, a statement like this stirs up
memories. And these memories
are by no means pleasant,
Following the first World War
our exports skyrocketed. Where|;
before the war (1913), our exports
amounted to approximately two
billion ‘dollars,.in 1920 they
amounted to more than eight bil-
lion dollars, or four times the pre-
war level. But by 1932, they had

*An address made by Dr. de
Haas before the annual meeting,
Manufacturing Chemists’ Associ-
ation, New. York City on June 1,
1944,

(Continued on page 2480)

Bond Brokerage

Service

for Banks, Brokers
and Dealers

HARDY & Co.

Members New York Stock Exchange
Members. New York Curb Exzchange

30 Broad St. New York 4
Tel. DIgby 4-7800 ~ Tele. NY 1.733

| NATIONAL BANK

Administr a-
tion,

.. Price control )
—Yes.

Butin settmg
ceiling - prices
for certain
goods, the
OPA has gone
much further.
It ‘has under-
taken in some
instances to
regulate
profits as well
as prices.

Profit con-
trol is a horse
of a differ-
ent color.
Profit control
tampers with

the very mainspring of our eco-
nomy. If the profit motive is to
be ruled out of our economy, pro-
duction will dry up. Jobs will dis-
appear.. The whole structure of
American business wiIl topple.

w L

The purpose of thls pamphlet is
to spell out in simple terms the
issues involved in profit control.
What is at stake is nothing less
than the survival of the system
of free enterprise which made
this country great, and which can
make us greater still in the era

(Continued on page 2488)

Dr. Ivan Wright
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Members
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Bell Teletype NY 1-395
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Members of Principal Exchanges

111 Broadway, N. Y. 6
REctor 2-3100 Teletype NY 1-1920
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Trading Markets in:

Liberty Aircraft
Differential Wheel
United Cigar Whelan
{IN. Y. New Haven & Hart.

Pfd. & Com.

KING & KING

Established 1920
Members New York Security Dealers Ass’n
40 Exchange PL, N.Y¥.5 HA 2-2772

BELL TELETYPE NY 1-423

—

CANADIAN INDUSTRIALS

115 BROADWAY
Telephone BArclay 7-0100

We Maintain Active Markets in U. S. FUNDS for

" CANADIAN BANKS
CANADIAN MINES

‘CANADIAN UTILITIES *

GoopBoDY & Co. -

Members N. Y. Stock Exchange and Other Principal Exchanges -

NEW YORK 6, N.Y.'
Teletype NY 1-672

Delaware
Power and Light
' COMMQN
" Bought—Sold—Quoted
McDoNNELL & (o

New York Stock Exbhanae
New York Curb Exchange

i 120 BROADWAY, NEW YORK
Tel. REctor 2-7815

P.R. Mélldry & Co. Inc.

Analysis on request

Bought — S;old — Quoted

STEINER, RousE & Co.

Members New ¥ork Stock Ezchange
25 Broad St., New York 4, N. Y. '
- HAnover 2-0700 NY 1-1557
New Orleans, La.-Birmingham, Ala.
Direct wires to our branch offices

SYLVANIA
INDUSTRIAL

Bought - Sold - Quoted

Mitchell s Company

Members - Baltimore Stock Exchange
120 Broadway, N. Y. 5 .
WOrth 2-4230
Bell Teletype N. Y. 1-1227

Savoy Plaza
3-6s, 1956

*Russian Government
6Ys, 1919
'Trade;i on N, ¥, Curb Exchange .

Vanderhoef & Robinson:

Members New York Curh Exchange

B
31 Nassau 'Street Neéw York 5
Telephone COrtlandt 7-4070
Bell System Teletype NY 1-1543

Amer. Gas & PoWer

Common Stock

Indiana Limestone
6s, 1952

Punta Alegre Sugar
Struthers Wells

Common & Preferred

. G. BRUNS & CO.

20 Pine Street, New York &
Telephone: WHitehall 3-1223
Bell Teletype NY 1-1843

DOUBLE
YOUR EXTRA WAR
BOND INVESTMENT

in the 5th War Loan

%TCCT\C am\e omp'm_\q

Members N. Y. Security Dealers Assn,
37 Wall St,, N. Y. 5 Hanover 2-4850
Bell Teletypes—NY 1-1126 & 1127

Mobility Factor In State Tax Bases

o By WILLIAM J; SCHULTZ
Research Consultant to the New York Tax Commission

State faxatxon is not merely

a problem of choosing the goose

that does least squawking under ‘the plucking. Care must be exer-
cised to chose a goose that 'does not fly to some other barnyard to
avoid plucking. Some tax geese are earth-bound and can not escape
the plucking. Others are only too ready to exercise their wings over
State boundaries if too many feathers are drawn.

A plot of
land can
never :run
away -from
the tax col-
lector. But
more than one
large - estate
composed
mainly of in-
tangibles has
slipped out
from under .
the taxing
jurisdiction of = @
New York,
which imposes
an estate  tax
with rates
above the
Federal credit,
because its
owner established residence

Wm. J. Shultz

in

| some -other State.

. A salary or
wage-earner will not sacrifice his
job to escape a State income’ tax,
but a man who lives on invest-
ment income will readily ‘locate
himself in one of the “tax haven”
States which advertise their lack
of personal ‘income taxes. + A
manufacturing enterprise will not
abandon its factories because the
State of their location imposes &
corporation ‘tax only  slightly
heavier than those of surround-
ing States, but where the only
situs at ‘issue ‘is that of a selling

office a corporation- may- reduce |

its tax by relocating that office:
A consumer may buy  through

| out-of-State mail order houses

to avoid a retail sales tax, but he
w111 not| seek his entertamment
(Contmued on page 2478)

Outlook E‘on' Au:craft

Manufacturing Co's

Gordon C. Sleeper Of Republic Aviation Corporation
Pictures Continued Large Demand For All Types Of Air-
planes After War—Losses Due To Post-War Reconver-
sion Will Be Absorbed By Government And Not. By
Stockholders—The “Personal Plane Market Has Tre-

mendous Possibilities”

‘At a meeting of the New York Society of Security Analysts, on
May 25, Gordon C. Sleeper of Republic Aviation Corporation dis-

cussed the out-
look for the
aviation man-
ufacturing
companies.
When this
war started
in 1939, Mr.
Sleeper began,
the aviation
industry was
in 40th place
innational
importance. It
employed 28,-
000 people. It
built 6,315
planes of all
types, but
mostly little
vlanes of 40-
60 horsepower.
Such was the aviation industry in
1939. In 1941, after the tremen-

Gordon C. Sleeper

Sidmey Weinberg ls
Returning To WPB

Donald M. Nelson, Chairman of
the War Production Board, an-
nounced that Sidney J. Weinberg
had been appointed a Vice Chair-

man of WPB
to work on
i prob—

&he War Pro-
g 4 uction Board.
Sldney J. Wolnbarg T have -Bean
urging him to return for some
time and he has agreed to come
back for a limited period on a dol-
lar-a-year basis,”

Mr, Weinberg will be on leave

of absence from his firm, Gold-
‘| man,
‘| In addition to his connection with

that firm, Mr. Weinberg is direc-

Sachs & Co. of New York.

tor of a number of corporations.

Mr. Weinberg came to Washing-
ton:in- May, 1941, as one of Mr.
Nelson’s assistants in the Division
of Purchases, Office of . Produc-
tion  Management. Later he .or-
ganized and' became chief of the
Bureau of Industry Advisory
Committees. When. Mr. Nelson be-
came ‘Chairman of the War Pro-
duction Board in January, 1942,
Mr., Weinberg was made  Assist-
ant.to the Chairman. He resigned
from this office in July, 1943, be-
cause of ill health.

dous stimulus of war orders from
the British, French,.-Dutch and
Swedish, the number of people
employed had grown to 425,000.
Output .reached $1,500,000,000 but
delivery of all types of planes was
still.only 19,000.

In. General Arnold’s recent, re-

port to the nation, it was pointed | ;

out that we have 500 prime. con-
tractors employing 1,600,000 peo-
ple of whom approximately 600,-
000 are women. Sub-contractors
probably employ well over a mil-
lion more men and women. Out-
out this year will be over 100,000
planes, most of them in heavy
categories. “Life” magazine says
we shall produce 1,000,000,000,000
pounds of "airplanes this year,
Our output will-be over $25,000,-
000,000, or' one-quarter - of. our

(Continued on page 2477)

Tax Tahulation For

Incomes Over $18, ﬂﬂﬂ '

E. F. Hutton & Co. have pre-
pared a'tabulation of interest to
business and - professional men
whose earnings produce taxable
income in excess of $18,000 annu-
ally and receive additional income
from -investments. The - figures
indicate in a new way the extent
to which taxable income from
business or professional sources
alters the assumed net returns
from current interest or dividend
yields of security holdings, and is
intended to provide the back-
ground for a more logical invest-
ment program. Copies of the tab-
ulation may be obtained from
E. F. Hutton & Co 61 Broadway,

| New York (6), N, ¥

SOUTHWEST
NATURAL GAS

Bought—Sold—Quoted

Edward A Purcell & Co.

Members New York Stock Exchange
Members New York Curb Exchange

65 Broadway WHitehall 4-8120
Bell System Teletype NY 11919

Central States Elec. (Va. ):

*5% & 5% % Debentures
Common & Preferreds

Terminals & Transport
Tudor City Units

*Dealt in on New York Curb Ezchange

Frank C.Masterson & Co.

Members New York Curb Exchange

64 WALL ST, '+ NEW. YORK §
Teletype NY 1-1140 - HAnover 2-9470

RAILROAD
BONDS

BUCKLEY BROTHERS

Members New York Stock Ezchange
63 Wall Street, New York 5, N. Y.

Whitehall 3-7253
Direct Wires to Philadelphia & Los Angeles

— TRADING 'MARKETS —
Indiana Limestone 6s, 1952
Great American Industries

Delaware ‘Rayon “A”

“ United - States Lumber

F.H.KOLLER & COMPANY
INC.

" 111 Broadway, New York 6, N. Y.
BArclay 7-0570  NY 1-1026

FARR & CO.

Members )
New York Stock Ezchange
New York Coffee & Sugar Exchange

120 WALL ST., NEW YORK
SUGAR SECURITIES
Quotations Upon Request

TEL. HANOVER 2.9612
Teletype N. Y. 1.2123

FASHION PARK, Inc.
(Men’s clothing)

An industry without compli-
cated reconversion problems

. its post-war outlook of-
fers tremendous possibilities.

Detailed report on requést

Simons, Linburn & Co.

Members New York Stock Exchange

25 Broad St., New York 4, N. Y.
HAnover 2-0600 Tele. NY 1-210

Argo Oil

Bareco Oil

~ Mission Oil
Deep Rock Oil |
Troster, Currie & Summers

Members N. Y. Security Dealers Ass'n

74 Trinity Place, N. Y. 6 HA 2-2400
Teletype NY 1-376-377 -

Private Wirées #6 Buffalo - Cleveland
Detroit ~. Pittsburgh - St. Louis

"HENRY HOLT

Deb. 5’s 1969
~ Henry Holt Common . -

WM. J. MERICKA & CO.
INCORPORATED
Members Cleveland Stock Exchange
Union Commerce Bldg., Cleveland 14
Telephone MAm 8500

29 Broadway. New York 6
WHitehall 4-3640

Direct Private Wire to Cleveland

Aircraft & Diesel
Amer. Bus. Credit ‘A’
Bagdad Copper

+ Cuba Co.
Eastern Footwear
Electrol, Inc. -
General Tin Invest.
Luscombe Airplane
Remington Arms
Stand. Comm. Tob.

MORRIS STEIN & CO.

Established 1924
"50 Broad Street, New York 4, N. Y.
‘Telephone HAnover 2-4341
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We Buy

MORTGAGE
PARTICIPATION

"issued by #
| Central Hanover Bank & Trust Co.
Chase National Bank
City Bank Farmers Trust Co.
Guaranty Trust Co. sz~
Irving Trust Co.

Members: New York Stock Exchange

1l40Wall St., N.Y. 5 * WHitehall 4-6330
_ Bell Teletype NY 1-2033

;Newburger, Loeb & Co.

(complete statistical issue—market quo-
tation records, . corporation, - banking,
cléarings, state and city news, etc.)

Other Offices: 135 8.  La Salle 'St.,
Chicago. 3, Ill. (Telephone: State 0613);
1 Drapers’ Gardens, London, E. C., Eng-
land, ¢/0 Edwards & Smith. x

Copyright 194 by William B, Dana Company

Reentered as second-class matter Feb-
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T;Hearing Held Before SEC---
- Dealers Oppose “'5% Spread”

' Philadelphia, June 13, 1944—The hearing on the NASD
“57, spread philosophy,” pursuant ‘to’the petition of the
Securities Dealers Committee, and the resolution and letter
of the New York Security Dealers Association, got under
way this morning before the Securities and Exchange Com-~
mission. . :

It was off to a lively start when :
York City, one of the attorneys for the Securities Dealers
Committee, consisting of 82 dealers'in all parts of the coun-

| try, challenged the right of the Commissioners to sit in judg-|
| ment on the ground that they may have participated in the e

promulgation of the “5% spread philosophy.” -
| *  Mr. Kole said: : ' et ioa
T do not know whether any of you in fact partici-

pated in conferences with representatives of the NASD
which gave rise to this philosophy, but I submit that if

you did, this would disqualify you from acting as judges|;

on this panel. If you fail to disqualify yourselves, I shall

assume that in fact none of 'you had anything to do with |}

.4+ the origin of the “5% rule.”
1 - The Commissioners got into a hasty huddle.’,They did
not commit themselves on this point. G

i Mr. Kole then proceeded:

. “Some wuse the terms ‘rule’ and
as if these were mutunally exclusory, i. e, as if the exist-
ence of one precluded its being equal to the other.

“I make the point that ‘interpretation’ involves an
act of individual volition, thus persons seeing the same
thing may give it varying interpretations.” = ' . =

.~ “An ‘interpretation’ can, and under given circum-
- stances, does become a ‘rule.’ That occurs when a body

i
i
f
B

in authority directs that its various subdivisions use it|’

-as a yardstick, That’s exactly what the NASD did in its
letters of Oct. 25, 1943, and Nov. 9, 1943. The Business
Conduct Committees were so instructed.” '

IN CONCLUDING - HIS . ARGUMENT, MR. KOLE '

POINTED OUT THAT THE VICIOUS PRINCIPLE OF
CEILINGS ON PROFITS, ALTHOUGH PRESENTLY ARIS-
ING IN THE SECURITY FIELD, MAY LATER BE AP-
PLIED TO OTHER BUSINESS, AND ULTIMATELY. AF-
FECT OUR WHOLE ECONOMY, AND THAT  THERE-
FORE, THE “RULE”- SHOULD BE CAREFULLY SCRU-
TINIZED BY THE COMMISSION.

" Others Represented e

Frank Dunne, President of the New York Security Deal-
‘ers Association, read a prepared statement giving an account
-of his activities and those of his associations. : ’
- .(Continued on page 2492).
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Edward A. Kole of New |

‘interpretation’ ||

"built up in al-
'most  a . cen=

 Telephone HAnover 2-4300

We are interested in offerings of

'High Grade
Public Utility and Industrial
PREFERRED STOCKS

Spencer Trask & Co.

25 Broad Street, New York

Members New York Stock Exchange

Teletype NY 1-8

WChina Wants To Trade”

By EDWARD G. WHITTAKER* -
China-America Council of Commerce & Industry, Inc.

Industrial Expert, Long Resident In China, Sees That
Country As A Field For Post-War Foreign Trade Expan-
sion, But Warns Of Conipetition With Other Trading
Nations—Urges Immediate Steps To' Develop Chinese-

American Economic Relations And Plans For Making Of
Sound Investments In China After The War

T am glad to haye this opportunty to tell export managers of New
York something about the enormous possibilities of trade with China.

When I E
sailed' from 3
Shanghai last

September on

the  second

Gripsholm ex=

change'voy -

age, I left be- -

hind me a-

record of"’

more “than a

quarter - of . a

century of

foreign trade

service in the .-

Orient, 1 saw

muchithat

American

business had

Edw, G. Whittaker
tury of ftrade !
with' China ruined by the war.

And yet my-faith'in China and in
the future relations between our
two- countries never wavered., I
knew ' that the Japanese could
never conquer the Chinese people
and could never-destroy the
friendship. between - that great
people and our people. This

friendship is' the soundest basis|

for the development of a flourish-
ing two-way trade, and I am very
glad to be associated ' with: the
China-America Council of Com-
merce & Industry in its work of

. *An address made by Mr. Whit-
taker -before the meeting of the
Export Managers Club, Hotel
Pennsylvania, New York City, on
June 6, 1944.

(Continued on page 2482)

In Reconversion Policy

s | [CHTENSTEIN

AND COMPANY

ARE YOUR POCKETS
STRIPPED FOR ACTION?
+ The 5th War Loan is on
A Buy More Than Before

99 WALL STREET, NEW YORK
Telephone: WHitehall 4-68551

TITLE COMPANY
CERTIFICATES

BOUGHT . - SOLD - QUOTED

Complete Statistical Information

L. J. GOLDWATER & CO.

Members New York Security Dealers Assn.,
39 Broadway
New York 6, N. Y.
HAnover 2;8970 Teletype NY 1-1203

The Trend
! ! By L. R. BOULWARE*

Operations Vice-Chairman of the War _Production Board

The trend in reconversion policy is simply that the War Pro-
‘duction: Board is gradually authorizing more. and. more resumed or
increased civilian production,—with constantly ‘greater promptness
as proof develops in individual cases that the output can be accom-
plished ' without interference with the war effort and with reason-

able equity to all concerned.
2 I am sure I
wm - do not need to
# . convince.any-
-one
June . of '1944
that the  war
requiréments
still comefirst,
that these re-

are still .con-
-stantly chang-
ing intypes
and quantities
unex pected-
ly, and that
there "is yet,
therefore, no
possible - basis
- for predictions
as to when
and at what
rate whole industries or even in-

L. R. Boulware

dividual companies can resume or

.in " this]

‘quirenients]

increase civilian production.

“Yet ‘our- productive capacity is
so’ great that, as you all know, a
$70 or $80 billion per year war
has been -superimposed on a civil-
ian  production that has, despite
the - absénce- of many metal-con-
sumer goods, continued at roughly
its all-time high.. "

And there is still more civilian
production ‘to be had without in-
terference with the war effort, as
is being proved almost every day
now in the authorizations by the
War Production Board. 'Typically,
these authorizations are not indi-

. *An address made by Mr. Boul-
ware. before .the American Mar-
keting Association at the Benja-
min Franklin Hotel, Philadelphia,
Pa., on June 8, 1944,

(Continued on page 2486)

MOXIE CO.

Comprehensive Circular
on Request

J.F.Reilly& Co.
Members

" New' York Security Dealers Assn.

111 Broadway, New York, N. Y. |}
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Common & Preferred
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GoopBoDY & Co.

and Other Principal Exchanges’ =
105 WEST ADAMS ST.
.. CHICAGO ' .
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POST-WAR POSSIBILITIES

111 Broadway
REctor

Bendix Home ‘Appliances
* Dumont Laboratories
Majestic Radio
Enierson Radio
Stromberg Carlson -
Bought — Sold

* Circular on Request

J.F.Reilly&Co

Members New York Sccurity Dealers Assocziation

Bell System Teletype NY 1-2480

New. York, N, Y.
2-5288

What “\Q"/

Unnoted by the multitude, a

ground. he¢
Capitol is now
the hottest
front. Pro-
testing banks
aver that their
very existence
as well as the
freedom of
- small 'enter-
‘prise depends
upon the out-
"come. Con-
curring banks
and certain
other organi-
zations up-
hold the “Q”
interpretation,
countering
with - a plea
for nati on~
wide “par clearance.” The con-
test pivots upon the ques’uon, “Are
checks money?”

William H. Hillyer

forbids the charging of exchange
on checks. It merely  prohibits
city - banks from “absorbing ‘ex-
change charges” for correspondent
banks maintaining sufficiently

such absorption as constltutmg
payment of interest on' demand
deposits — and * therefore illegal
under, ,Regulation Q.

Exchange absorption benefits
the 2,500 “non-par” banks, main-
ly in the South and Middle North-
west, which charge exchange on
checks drawn on themselves and
presented through the mails. The
Brown-Maybank  bills, passed by
the House and scheduled for early

 Ehearing in the Senate, would le-

galize exchange absorption by
amending Section 19 of the Fed-
eral Reserve Act, so that the prac-
tice would not be considered pay-
ment of interest, ‘As a practical
matter, those bills are the foci of
controversy

Brown-Maybank advoeates as-
sert that the bills if enacted into
law would strengthen indepen-
dent unit banking, restrain branch
banking’s' march toward monop-

oly; check-excessive regulation by
(Continued on page 2494)

War Means

To Banks And Business

By WILLIAM HURD HILLYER

nationwide controversy - has been

raging for months between bankers of opponent groups, each side
supported by a powerful Government agency. Swirling around ihe
interpretation of a certain “Regulation Q"' of the Federal Reserve
Board, disputing which are 2,500 banks and the Federal Deposit In-
surance Corporation, belhgerent forces have made Congress a battle-

In itself, the Federal Reserve|:
Board’s rulmg neither upholds norj -

large balances. The Board holds|.

' Donald Summerell Is
With 0’Melveny Firm

LOS ANGELES, CALIF.—Do-
nald E, Summerell, who has been
active in Los Angeles trading cir-
cles. for many years, has joined
O’Melveny-Wagenseller. & Durst,
626 South Spring Street, members
of the Los Angeles Stock Ex-
change, as Manager of the trading
department, it is announced. = Mr..
Summerell, who brings to his new
post eleven years active experi-
ence in the trading field with two
leading investment and brokerage
houses, will also be Assistant Sec-

etary of the firm. He was for-
merly w1th Merrill Lynch, Pierce
Fenrier “and Beane, and prior
thel‘eto Was Manager of the trad-

Stk ing debfartment of the Los An-

} ’lce of Schwabacher & Co.

W T. Kitchen Forms
Own Firm In Chicago

(Spectal to The Financial Chronicle)
CHICAGO, ILL. — William T.
Kitchen has formed Kitchen & Co.
with offices at 135 South La Salle
Street, to engage in the securities
business. Mr, Kitchen was form-
erly manager of the Chicago office
of Otis & Co. Prior thereto he
was with .E. W. .Thomas & Co.
and in the past had his own in-
vestment firm.

Guide to Railroad
Reorganization Secuntles

Now Ready .

Pflugfelder 'Bampton & Rust’

61 Broadway, New York City,
members of the New York Stock
Exchange, are distributing the
1944 edition .of.their Guide to
Railroad Reorganization. Securi-
ties. The Guide . presents in a
concise readysreference form all
of ‘the important .statistiecs con-
cerning the entirey thirty-six
major Class I.reorganizations of
the contemporary period.

Buda Cempany-.

-Foote Bros. Gear & Machine!
. Gisholt Machine Company

Hart Carter Company

Hart Carter Company '

United Printers & Publishers,

United Printers & Publishers

Chicago  New York
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Elastic Stop Nut Corp. of America
Foote Bros. Gear & Machine Corp.

Viking Pump Ccmpany of Towa

AC. ALLYN aoCOMPANY

Incorporated

" Boston
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" $3.00 Preferred

"~ "Common -

6% Preferred-
Common
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Common
Common ;
Conv. Preferred
Common ‘
Preferred

Common

Corp.

, Inc.
, Inc.

Milwaukee ~ Minneapolis

CARTER H. CORBREY & CO.

Wholesale Distributors
Middle West — Pacific Coast

For
HOUSES OF ORIGIN
i and
SECONDARY MARKET
" DISTRIBUTION . .

135 8. La Salle St.
CHICAGO 3
Randolph 3002 Teletype—CG 362

BOSTON, MASS.

PHILADELPHIA

H. H. Robertson
Company

Tax free in Pennsylvania

Memo on request

BUCKLEY BROTHERS

Members Philadelphia Stock Exchange
Members New York Stock Exchange

1529 Walnut St., Philadelphia 2, Pa.
Bell Teletype == PH 265 ...
Phila, RIT 4488  N. Y. WH 3-7253

LA Low-Priced Stock in an Industry
Wlth a Brlght Future =

Giant Portland Cement
: (Pa.)

Stock 2%-2%4
Diy. Arrears Ctfs. 20-21
Circular Ava:luble-—Send /or Copies

LERNER & CO.

10 POST OFFICE SQUARE = '
BOSTON 9, MASS. " .. !

Tel. HUB 1990

Teletype BS 69

FEDERAL WATER
& CAS

Common Stock
Memorandum on chueat
BOENNING & CO.
1606 Walnut St., Philadelphia 3
Pennypacker 8200 PH 30

Private Phone to N. Y. C.
COrtlandt 7-1202

J. William Kumm To Be|

Partner In Dunne & Co.

Frank "Dunne announces that
he has formed a co-partnership
with J: Wil-
liam Kumm
t o - continue
the . business
of Dunne., &
Co., 25 Broad
St., "New Yprk
Clty, which
was establish~
ed in 1921.

Mr, Kumm
has been as-
sociated with |
the firm since
1939, and has
managed the
departmynt
dealing .in se-

curities of su-
gar producmg
companies. He
previously
was associated with Farr & Co.

Mr. Kumm is a member of the
Class of 1927, Princeton-Univer-
sity, and of St. George’s Golf and
Country Club, Stony Brook. Mr.
Dunne is President of the New |

York . Security Dealers - Associa-
tlon i 5 ¥

Hllker Back At Desk

J Kenneth Hllker is _ again
actlve in the investment business
with Stone & Webster and Blod-
get, Inc., 33 South Clark St., Chi-
cago, 1. Mr, Hilker, who was
formerly with the firm in Chicago
for a number of years, has recent-

ly ‘been with the War Production
Board.

T

J. William Kumm -

~SAN FRANCISCO

CURRENT INFORMATION
and MARKETS

always available on

PACIFIC COAST
SECURITIES
Send for our current report on
California Electric Power

H. R. BAKER & Co.

Russ Bldg. 650 So. Spring St.
San Francisco Los Angeles
S. F, 196 L. A 42"

SALT LAKE CITY

‘ Specializfng m '
AMALGAMATED SUGAR
UTAH-IDAHO SUGAR

Armlyses Upon Request

EDWARD L BURTON
& COMPANY

ESTABLISHED 1899
160 MAIN STREET

SALT LAKE CITY 1, UTAH -

' BELL SYSTEM TELETYPE SU 464 -

Now Partnership
CHICAGO, ILL.— Midland Se-
curities Company, 111 West Mon-
roe St, is now a partnership.
Harry H. Young and Hazel Young,
officers of the corporation, are -
partners.
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* The Price Index Controversy

By A. M. SAKOLSKI
& b : Cxty College, New York

In wrltmg about price indexes more than two decades ago Pro—
‘fessor Wesley Mitchell remarked that “it is a curious fact that men
. did not attempt to measure changes in the level of prices until after

they had learned to measure such subtle magnitudes as the weight
of the atmosphere, the velocity of sounds fluctuations in tempera-

: ture and the precessxon of the equinoxes.”

of this  delay

He ascribes as one cause

“to ' the fact,
“that averages
_of price fluc-
' tuations did
not promise to
command
much ~ confi
. dence after
they had . been
made.” And so
it has. -been
unto’ this' day!
Despite the
planning " and

* development |

under govern+
ment auspices
of a most-elab-
orate system
of - collecting
and averaging
prlce changes (a’'system which is

. superior to any similar’ contriv-
. ance anywhere else in the world);
.there is still in this country a lack
‘of adequate or complete, faith in
“the results attained, or their value
.as a guide in md1catmg changes
“in the cost of 'living. The Bureau
.of Labor Statistics in Washington,

“which is charged with the task of

compiling indexes of prices-and

wages, and which, on the whole,

- has done a good JOb during almost
half a century, has been called

‘upon repeatedly to. defend the ac-

"euracy on the validity of the work,
-and to ward off the blows of crxt—

‘ics and detractors.

) The most recent attacks have
come from the representatives and
spokesmen of organized labor, In
~their efforts to break the “Little
‘Steel” formula of the War Labor

~Board, the labor unions have. re-
peatedly claimed that living costs
have risen much more than wage
rates; that the Labor Department’s
.index of price changes was defec-
tive and fallacious, and therefore
should not be _used as a guide in
determining whether or not 'in-
~creases in wage rates are justified,
The controversy was -considered
.of sufficient seriousness to lead
‘the President to appoint a com=
.mittee, under the chairmanship of
Wllham H. 'Davis, chief of the
"War Labor Board, to- investigate
‘and report upon the wvalidity and
‘accurateness -of the Labor Bu-

‘reau’s monthly cost of living in-
.dex. As labor representatives on
'this .committee, the President ap-
‘pointed Mr. George Meany of the
American Federation of: Labor
and Mr. R.'J. Thomas of the CIO,
In the meantime, Secretary of La-
‘bor, Frances Perkins, had re-

A. M. Sakolski

quested the ‘American Statistical |

' Association to appoint a commit-|-
tee to .investigate and report on
"the soundness of the government’s
official cost -of living index. The

(Continued on page 2495)
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‘Kenry G. Riter Named

Head 0 N.Y. Bond Club|.

Henry G. Riter; 3d, of Riter &
Co., was elected President of the
Bond - Club of -New York at 'its
annual - meeting,  He - succeeds

- Richard de La
Chapelle,' of
. Shields &
_Company:- .

"’ Lee M. Lim-
bert.of Blyth

& "Co. kne
rwas' elected

‘Vice-Presi-

dent of the
club, filling
the. post held
by ' Mr.  Riter
during . ‘the
past year:
. Other officers
elected were
E, Jansen
Hunt, ‘o.f
White, Weld
& Co., Secre-
tary, and Ray-
mond D. Stitzer, of Equitable Se-
curities Corporation, Treasurer.

Three members were elected to
the Board of Governors for three
year terms. They are: Adrian M;
Massié, ‘of 'The New York Trust
Company, Charles L. Morse, Jr.,
of Hemphill, Noyes & Co., and
Edward K. Van Horné; of Stone &
Webster and Blodget, Ihc.

W. Fenton Johnstoh| of Smith;
Barney & Co., was elécted a Gov-
earnor to serve the unexplred term
of Mr, Limbert.

‘Governors  whose terms carry
over ‘are: James Coggeshall, Jr.,
of The First Boston Corporation;
Joseph "A.  W. Iglehart, of W. E.
Hutton & Co.; Frederic H. Brandi,
of ‘Dillon, - Read- & Co.; Henry C.
Brunie, of Empire Trust Company,
and “T.: Jerrold Bryce, of Clark,
Dodge & Co.

McMeen, Merillat (?(: '

FORT WAYNE, IND.—J. E, Al-
len McMeen ‘and Leroy B, Mer-

Henry G. Riter, 3rd

'illat- have formed McMeen, Mer-

illat & Co. with offices in the Old
First Bank Building. Mr. McMeen:
was formerly President of G
Ward Beers & Co.

Percy G. Olds, formerly Vlce-‘
President of .G.. Ward Beers &

 Co., will” also be associated w1th

the new firm.

Interesting Rail Situation :

‘B, W.: Pizzini ‘&- Co., Inc., 55
Broadway, ‘New York- Clty, have
available interesting - information
on Morris & Essex Stock, which

they will send upon request. -

| bilize

25 BROAD STREET
New York, June 15, 1944

Frank Dunne announces the formation
of a co'partnorship with
J WILLIART KUMRM

to continue the busmess of

DUNNE & CO.

EsTABLISHED 1921
Members New York Security Dealers Association

NEW YORK 4, N. Y.

-WHitehall 4-4970.

EASTERN GAS & FUEL 4Y%,9% & 6% Preferreds
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o *NEW ENGLAND POWER 69 Preferred

*Analysis on Request

. G. A. Saxton & Co., Inc.

70 Pine Street, New York 5, N. Y.

/

Teletype NY 1-609

Secretary Perkins Urges Post-War

~ Social Security Expansion

Labor Department Head Thinks There Is No Questxon
'Of Our ' Ability To Pay For It—Says Temporary Post-
War Public Works Program Is Already Set Up And
Gives A Variety Of Post- War Proposals

~Addressing . the twenty-fifth national convention of the Inter=

!rational Ladies’ Garment Workers’ Union at Boston on June 1, Frances

Perkins,  Se¢~:.
retary ‘of- Tiazs
bor,” proposed

an - expansion
of ' the Social
Insurance
Program as a
means of
bridging  the
post - war . re-
conversion pe~ @8
riod: “Such  a -
program, she
said, would do;
much to-assist’
in re - estab-,
lishing return=-
ing service
men and sta-
social
and political
conditions. In -
amplifying her proposals and con-
demning war-time strikes,, Miss
Perkins remarked “the No- Strlke
Pledge of labor and the No=Lo k—
out Pledge of management

‘ Frances E. Perkins

“| been kept at a rate of better. than'

'99%, but of late there have “been|
altogether too many wildcat ‘stop-
pages- of work. They, have’ been
called -‘without ‘the knowledge or
sanction 'of responsible leadership
and they have not lasted long be-
cause the leaders of the labor
movement have cooperated with
the Conciliation Service of the
United States Department of La-
bor ‘and the National War‘Labor
Board in adjusting differences.

“There are ample Government
{acilities for the settlement of in-

‘| dustrial disputes-and as I have

Wall  Street Journal, Mr.

said repeatedly they should- be
used - by - labor and management.
For the most part they agree and
practice their agreement. But
when American boys are fighting
and ' dying that we may have
(Continued on page 2491)

Broderick Elected V.-P.

0f Doremus & Co.

Following a meeting June 14 of

the Board of Directors:of Dore-]

mus & Company, 120 Broadway,
New York City, William H. Long,
Jr., President, announced that
John P. Broderick was elected a
Vice-President of the companyto
direct the Public Relations De-
partment, Mr. Broderick has been
associated with the Doremus ad-
vertising agency since June, 1943,
A former member of the news
i|staff of Dow, Jones & Co. and
formerly one of the editors of The
Brod-
erick is a graduate of the Univer-
sity of Minnesota and obtained his
early, training on newspapers and
other. publications in the Middle
West, He was publicity. director
for the Victory Fund Committee
in the Second -Federal Reserve
District, New York in the Second
War Loan Drive. :

Mr. Broderick ‘was premdent of
the New York Financial Writers
Association in 1939-40 and presi~
dent of the New York professional
chapter of the journalistic fra-
ternity, Sigma Delta Chi, in 1940.

AMERICAN MADE ¥
MARKETS IN

) SECURITIES
Abitibi Power & Paper
Brown Company
Canadian Bank Stocks
" Electrolux Corporation
International Utilities Co.
Minnesota & Ontario Paper Co.
Noranda Mines, Ltd.
‘Steep Rock Iron Mines, Ltd.

Sun Life Assurance

HART SMITH & (0.

52 WILLIAM 8t, N, Y. 5§ HAnover 2-0980
Bell Teletype NY 1-395
New York Montreal = Toronto l

Buy U. S. Treasury
ath War Loan
Bonds

* |Frederic H. Hatch & Co.

Incorporated
63 Wall Street New York 5, N. Y.
Bell Teletype NY 1-897 -

Minneapolis St, Louis 5/34
Minneapolis St. Louis 4/49
Des Moines Ft. Dodge 4/35
Towa Central 1 5/38
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_Standard Gas & Electric
L)

GUDE, WINMILL & Co.

Members New York Stock Exchange
1 Wall St., New York 5, N. Y.
DIgby 4-7060 Teletype NY 1-955

American Maize
Products ﬂompany
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Frederic . Hatch & Co.

lncorporated
63 Wall Street New York 5, N, Y.
Bell Teletype NY 1-897

D. F. Faulkner, Jr., With
Baker, Weeks & Harden

Baker, Weeks & Harden, mem-~
bers of the New York Stock Ex-
change, announce that Dwight F.
Faulkner, Jr., formerly w1th
Cyrus J. Lawrence & Sons, is now
associated with. this firm. = .« |

-Expert A‘Vailab!e

Excellent background — long
experience in. managing ‘large
bank — acquainted and have

practiced international arbi-
{rage in various European
countries. Thorough knowledge
of . German, Hungarian and
French languages—also experi-
ence in writing articles on eco-
nomics:: Address replies to Box
RB1 Commercial «& Financial
Chironiclé; ‘25 *Spruce St New

Yorklfs Ny ol

For Traders and Dealers

analysis and write-up service:
When You Need It and, at'rea~
sonable cost. The analyst avail-
able for this work has an
excellent background of expe-
rience in the preparation of
material for use in both whole-
sale and retail distribution. Ad-
dress.Box .L- 14, The Commer-
cial, & Financial Chronicle, 25

Spruce St., New York 8, N. Y.

in need of statistical serYice | ' ¥ i
You can-obtain highly .effectn e

TRADER AVAILABLE

At present employed by New
York Stock Exchange house.
“Desires to make a‘ change,
‘Sixteen ‘years experience.
Draft exempt. Prefer a mem-
ber house. High production
and own clientele. Box A1,
The Commereial & Financial
. Chronicle,. 25. Spruce - Street, -

New York 8, N.Y..
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626 SO, SPRING ST. TRINITY 5761
LOS ANGELES 14 |
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Members: Los Angeles Stock Exchange
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“Management’s Stake In

- Collective Bargaining

By WILLIAM H. DAVIS*
Chairman, National War Labor Board

Government Official Urges Management And Labor To
Collaborate On Peace Constructive Bargaining So As To
- Eliminate Permanent Government Interference In Labor
- Relations—States That “If Labor And Management
Turn To Government For Solution Of Their Differences,

They Must Expect To

Follow Decisions Which Fre-

- quently Will Not Be Favorable Or Pleasant.”

i I am very glad of the opportunity to be here today to discuss
with you management’s stake in collective bargaining.  You have

heard it dis-#

cussed during
the day in spe-
cific- terms. I
should like to
consider more
generally
what collec-
tive - bargain-
ing means for
American in-
dustry, partic-
ularly when
the war has
been won and
peacetime
conditions
have returned.

It seems to
me that man-.
agement’s
) : stake in pre-
serving the collective' bargaining
 brocesses is actually one of sur-
vival of management in. its pres-
.ent form. Because  if ~manage-
,ment and labor do not collaborate
on peaceful, constructive bargain-
ing at the conference table, they
face the alternative’ of having
Governmental interference, . now
tolerated because of the war, car-
ried over into peacetime.. And if
Governmental participation in
“labor relations is made a perma-~
‘nent part of our industrial sys-
-tem, both management and labor
‘stand to lose the freedom of action
“and the essential character they
have had in the past.

1 I think I can safely say that

,such a prospect is one that neither
(labor nor management nor the

William l-'l Davis

. Government would look forward |

-to with any pleasure. In Ame
jica’s pre-war labor policy it wis
i assumed that the complexities of
wages and hours and other man-
.agement relationships could best
‘be worked out by the parties
themselves. The nation accepted
collective bargaining as the best

A statement made by Mr. Davis
“ before the American Management
" Association, New York City, May
24, 1944. ‘
(Continued on page 2492)
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Grawford Trustee Of
Mutual Life Of N. Y.

- Frederick C. Crawford, Presi-
dent of Thompson Products; Inc.,
of Cleveland, has been elected a

F. C. Crawford

trustee of The Mutual Life Insur-
ance Company of New York. In
1941 Mr. Crawford was awarded
the Cleveland Medal for Public
Service, He is also Chairman of
the board of the National Asso-
ciation of Manufacturers, and
served as President of that organi-
zation in 1943,

Attractive Situations
Panama Coca-Cola Bottling and
. Coca-Cola Bottling Co. of New
'York offer interesting situations
‘according to circulars being dis-
tributed by Hoit, Rose & Troster,
74 Trinity Place, New York City,
Copies of these circulars may be
had from the firm on written re-
quest.

Also interesting at current
levels is Butterick Co., Inc. A
circular discussing this situation

may also be had from Hoit, Rose
& Troster on written request.

‘| mendous,

J

/

WE ARE PLEASED TO ANNOUNCE THE APPOINTMENT OF
S. J. SMALL, JR.

AS. MANAGER OF OUR INVESTMENT DEPARTMENT

AND

SYDNEY H. STROUD

AS vRESIDENT MANAGER OF‘ dUR NEWLY OPENED®
BEVERLY HILLS OFFICE

AT 9437 SANTA MONICA BOULEVARD

M ORGAN & Go.
Mcmbcrs‘l..c: Angele§ Stock Exchange

634 South Spring St.~Los Angeles 14—MIchigan 6421

American Foreign

3 [ |} A Py v k; u
Policy Alternatives
By HON. JOSEPH H. BALL*
United States Senatox: from Minnesota
Republican Statesman Favors An International ‘Organ-
ization “Having Both The Authority And The Power
To Enforce The Peace” As Against (1) A Policy Of

National Isolationism; (2)

A’ Close Military Alliance

With Russia And Britain, Based On The Balance Of
Power Principle; And (3) Revival Of The League Of
Nations, With Power To Make Decisions, But No Power

To Enforce Them: -~ =

The greatest and: most difﬁcult ﬁ)roblem facing the civilized

In that task

. world today and for decades to come is the. prevention of major wars,

the foreign
policy of the
United States
will play an.
important and -
probably de-
cizive role. :
Whether we
like it or not,
whether we
recognize it ov
not, we are
today one of
the most pow-
erful = nations
in the world,

-if not the most
‘| powerful. Our __

political in- -
fluence is tre-
our ;
military - power is unsurpassed,
and:-our economic resources. and

Senator Jos. H. Ball

i ‘| productive capacity, essential tc
|-modern war, will exceed those of

any other nation for a decade
after this second World War. Our
policy,  the program we propose
for solution of this world-wide
problem, or our failure to espouse
any clearcut solution, probably
will be decisive in establishmg
the pattern of the peace after this
war and tlhe chances of its en-
during.

Our' stake in finding an effec-
tive solution is equally great.-The
cornerstone of our . democratic
system is the dignity, the rights
and liberties and the responsibili-
ties of the individual. The waging
of modern war on a world-wide
scale requires an organization
that is the very antithesis of that
philosophv, The individual be-
comes a small cog in.a vast ma-

chine, his every action subject to:
arbitrary . control. That is obvi-|j
ously the case for those millions|:

who are in military organizations.
To a lesser-extent it is true of those

*An address delivered by Sena-
tor Ball at the World Trade lunch-

eon of the New York. Foreign

Trade Week Committee, held at

the Hotel Astor, May 25, 1944."
(Continued on page 2490) .

Situations - Interesting

In Conn. Companies

- Chas. W. Scranton & Co., 209
Church Street, New Haven, Conn.,
members’ of the New York Stock
Exchange, have prepared memo-
randa on Acme Wire Co.; Veeder-
Root, Inc,; Scovill Mfg. Co.; Ar-
row-Hart - & Hegeman Electri¢
Co.; Landers, Frary & Clark, and
United Illuminating Co., Connec-
ticut situations which appear at-
tractive at current levels. Copies
of these memoranda may be had
from Chas. - W. Scranton. & Co.
upon request,

Interesting Rail Situation

A. 'W. Benkert & Co., Inc., 70
Pine Street, New York City, has
issued an'‘analysis of Western
Pacific Railroad Company with
special reference to the reorgan-
dzation. plan’ finally approved by
the U. S. District Court and its
effect on the company’s securities.
Copies of-this interesting analysis
may be-had from'A. W. Benkert
& Co. upon request.

Huber! 0’Neil Joins
Butler-Huff & Co.

LOS. ANGELES, CALIF.—Hu-
bert R. O'Neil, Jr. has become as-
sociated with Butler-Huff & Co.
of, California, 210 West ‘Seventh
Street, where he will specialize in
active industrial situations.

Mr. O’Neil for many years con-
ducted. his own investment busi-
ness in Los Angeles. )

Bright‘ Possibilities

Giant . Portland Cement is'"r;

‘low-priced stock in an industry

with a bright future and offers in-
teresting possibilities, according
to a_circular prepared by Lerner
& Co., 10 Post- Office Square,
Boston, Mass. Copies of this cir-
cular may be had from Lerner &
Co. upon request.

Tomorrow’s Markets
Walter Whyte
Says -, #

\Widely advertised market ad-

vance on volume is beginning
o attract public buying. Com-
bination of two offers better ]
selling than buying. opportu-
nities. - : ‘
By WALTER WHYTE.
Despite the ‘fact that the
market turned around the lat-
ter part of last week and be- |
came strong there is still an
undertone of uncertainty that |
doesn’t point to much higher
prices. ‘
§ ok * .
The push through in the
Dow - averages has been so
widely advertised that: there
is" hardly anybody who
watches' the market who
doesn’t know' about the ob-
struction the market is now
attempting to overcome. Un-
der ordinary circumstances
such a penetration of upper
resistance would point to still
higher levels. 'Occasionally,
after such a move, the market
either goes into dullness or a
minor reaction. The next
phase usually is accompanied
by a sharp volume increase
and plus marks all over the
tape. But no one can call
these ordinary times. The war
has changed that.
vill * # h
The invasion is of course
now a thing of the past. But
just as I'didn’t believe actual
invasion ~would have more
than a temporary 'effect' on
the price structure, so don’t I
believe the battles. raging
overseas will-have more than
minor effect on the trend. For
it isn’t battles that determine
market movements. It is wars.
And so.far as this war is con-,
cerned few of us know what
is ahead. ' '

£ £ %

But if the battles don’t have
more than a temporary effect
on the market, the by-prod-
ucts of the conflict have some- |
thing real to do with it. The
economic . changes, political
upheavals and social break-
ups all are bound to be re-
flected in the price movement
of securities. ;

= *

For example,. Congress is
now in the throes of consider-
ing legislation which if passed

-|will change the present struc-

ture - which determines not

only current business profits

but post-war profits as well.
Frankly most of the changes
are inflationary in character.,
Whether or not they will de-
velop that way is something
to be seen. From the action of

the market it looks as if the

opinion that makes and breaks .
stocks feels the same way.
sk £ %

But if Congress seems:
agreed that some sort of in-
flation is. necessary, even if
not called that, there is no as-
surance that the White House

{(Continued on page 2493).
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" Extent Of War Boom

Course Of General Business Activity, Wholesale Com-
modity Prices, Industrial Stock Prices, Bond Yields, And
Commercial Paper Rates Compared With Pre-war Trends

Back To 1854

|

. The physical volume of general business activity has reached a
| ‘Ievel much further above estimated normal than it reached during
“World War I, according to a chart showing the course of business
sactivity;, wholesale commodity prices, industrial stock prices, bond
yields, and commercial paper rates month by month from. January,
‘1854, to April, 1944, prepared by the research department of E. W,

Axe & Co., Inc.
The general level of industrial
stock prices, however, even after
| “the advance of 1942 and 1943, re-
mains below the peak reached in
_1916; and, of course, still'further
below the subsequent peaks
‘reached in 1919, 1929, and 1937.
iThe wholesale .commodity. price
~index has thus far remained sub-
stantially lower than' the peaks
reached during and immediately
after the World War I. Relative
to the physical volume of business
.activity by standards of past ex-
_perience, commodity. prices today
‘are shown to be very much' sub-
rnormal, suggesting the . possibility
+that they -may: rise even .more
| _sharply than they did immediately
_after the World War I. Relative
| “to the physical volume of business
- activity by standards-of past ex-
“perience, commodity prices today
~are shown to be very much sub-

{hormal, suggesting the possibility

Chicago; Rock Island
and Pacfic
Denver & Rio Grande

Western

Minneapolis, St. Paul
& S. S. Marie

Western Pacific

When, as and if issued

Bought & Sold

;Josephthal&'Co.,

" Members New York Stock Exchange
and other Exchanges

120 Broadway, New York 5

“ " Telephone: REctor 2-5000

19 Congress St. -Boston 9
Telephone: LAfayette 4620

BUY WAR BONDS

that- they may rise even more
sharply than they did:-immedi-

ately after the World War I.  Thel|:
danger of such a post-war rise is|;
emphasized ' by the  position - of|.
commercial paper. rates ‘and-the|:
average net yield on highest grade |:

railroad bonds.. Cemmercial- pa-
per rates remain extremely:low;
and long-term interest rates, as
shown by the bond-yield curve,
are lower than at any other time
since before the Civil War.

Goku & Torrey Will
Admit Two Partners

. Cohu & Torrey, 1 Wall Street,
New York City, members of the
New York Stock-Exchange, will
admit Arthur ‘W. Breyer, Jr. to
general partnership and Josephine

Brinton Grimm to special partner-
ship in the firm as of July 1.

J

.
Buy-Sell-Quote

BONDS

Baltimore & Ohio 4Y,/60
Baltimore & Ohio 5/95
Buff. Roch. & Pitts. 3-41, /57
Chicago & Alton 3/49
Chic. & East. Il 5795
Chic. Mil. & St. P, 5/75
Chic. Mil. & St.P. ' 5/2000
Lehigh Valley : 4/03
Lehigh Valley 4Y4,/03
Seaboard : . 6/45
St. L. San Fran. 5/50
St.-L. San Fran. -'4/50 .«
St. L. San Fran. 4Y,/78

STOCKS
Boston & Maine Prior Pfd.
Chic. & Eas. Il Cl. “A”
Chic. & Eas. 1ll. Common .
Lipe-Rollway-Class “A” -
Pollak Manufacturing

Rrrimonds Co.

‘. 148 State St.; Boston 9, Mass.
Tel. CAP, 0425, : . ;‘eletype BS 259 .
\ N. Y. Telephone HAnover 2-7914 ’

Morris & Essex Stock

Information on request

B Pirrini 7

GUARANTEED RtlL!t,OAD STOCKS-BONDS

3 il INCORPORATED
- 55 Broadway =~ . - -

“New York

| tion 77, It is designed to prevent

ICTORY

. 61 Broadway
.« Telephone—DIgby 4-4933

ASION
n WAR

'PFLUGFELDER, BAMPTON & RUST

Members New York Stock Exchange

Buy MORE
War Bonds

LOAN

New York 6
Bell Teletype—NY 1-310 -

Railroad

‘mgm .
Securities
Contrary to the general expectatioﬁs of many Washington ob-

servers, the Hobbs Bill was reported out favorably to the House by
‘the Judiciary Committee last week. This bill would amend the pres-

ent bankruptey laws, its principal aim being the putting of limita-

setting. up new capitalizations for

tions on the discretion. of the Interstate Commerce Commission in

railroads reorganizing under Sec-

the .Commission from eliminating
stockholder interests on the
grounds that they have no equity.

The measure of support the bill

‘attracted in committee can prob-

ably be traced to the high level

.of railroad earnings engendered

by the war traffic, which has re-
sulted: in earnings of as much as
$10 to $30 a share on the stocks
which 'I.C.C. plans _contemplate
eliminating as having no value.
‘The Commission even in its most
recent proposals has refused to
recognize these war. earnings as
any valid measurement of the
normal - earning  power . of 'the
properties. In fact, in general,
the Commission has apparently
been -inclined to work on the
theory ~ that- railroad  earnings
post-war are quite apt to be even
‘poorer ‘than the pre-war normal
Jdevel.  In this the courts have
consistently backed up the gov-
ernment:agency. !
This brings'*up the second' as-
pect of the proposed amendment,
which is the provision for full in-
dependent. review of reorganiza-
‘tion plans by the courts. It has
Jong been  contended that the
powers of the courts over re-
organization . were abrogated by
‘the Supreme Court decisions in
the Western Pacific-and St. Paul
cases, handed down a-little over
a year ago. These decisions rec-
ognized. the - preeminent position
‘of the'I.C.C. with respect to vir-
tually-all questions arising in Sec-.
tion *77; proceedings, and  partic-
aularly - stressed the  value of the
“informed  opinion” of the Com-
mission' with respect to the value
of ‘the properties . (based largely,
if not entirely, on earning power)
and the amount and composition
of the new capitalization. Section
77 itself stresses the importance
of the'use of earning power:as‘a
yardstick in determining the value
of  a railroad property for re-
organization purposes. s
Under the proposed measure,
the.capitalization of the reorgan-
ized .road could not be reduced
below . the capitalization on the
date the bankruptcy petition was
approved, . with any adjustment
made necessary by subsequent
issuance  of new securities or re-
tirement of old securities. There
are .two limiting provisions af-
fecting . the: new  capitalization,
however. It shall not be in excess
of .the actual investment in the

by the Commission under Section
19 (A) of the act, plus expend-
itures . for additions and better-
ments and less retirements since
the date of the valuation, which-
ever is less.

To the extent that this manda-
tory * capitalization exceeds the
value of the properties as ascer-
tained by the Commission under
subsection (e) of the Bankruptcy
Act (the subsection by which the
Commission has arrived at its
plans to date) it shall be repre-
sented by no par value common
stock. = Presumably = this would
necessitate the creation of two
classes of common stocks in prac-
tically, if not actually, all pend-
ing reorganizations.  Creditors
who are now securing part of
their claim in new common would
hardly consent to sharing ' this
equity with old = stockholders.
Moreover, an attempt to solve the
problem in such'a- manner would
obviously be contrary to the prin-
ciple of absolute priority which
has consistently been upheld by
the courts.

Railroads would not be affected
‘where plans® had already been
‘completed so that the North West-
ern, So Line and Western Pacific
stockholders, at least, would ap-
parently be -barred from -any
benefits from the proposed legis-
lation. As a matter of fact the
general concensus is.that now that
the bill is out of committee it ic
not apt to move very fast, and
may even eventually be lost in
ithe shuffle. Certainly the Com-
mission will in all likelihood con-
tinue to fight against its adoption.
If it is enacted. it will put to
naught much of the work already
done by the Commission and will
postpone for an indefinite period
consummation of all of those
plans not already completed.

L. E. Wakelee Joins
Reynolds & Go. Staff

‘Reynolds & Co., 120 Broadway,
New York City, members. New
York Stock Exchange, announce
that Louis E. Wakelee is now as-
sociated with them, Mr. Wakelee
for many years conducted his own
investment business in New York
under the name of L. E. Wakelee

| properties, .or the valuation found, & Co. "

ONE WALL STREET
TEL. HANOVER 2-1355

~ Buy More Than Before.

MCLAUGHLIN, BAIRD & REUSS

Members New York Stock Exchange .

NEW YORK 5
TELETYPE NY 1-1310

Let's make this one the V Loahl
' Subscribe to the Vth War Loan

Delaware, Lackawanna

& Western Railroad
New York, Lackawanna

& Western Division

Ist & Refunding 5s, 1973
] Income 5s, 1993

(When Issued)

Chicago, Rock Island
& Pacific Railway

New Securities
(When Issued)

Bought—Sold—Quoted .

Ernst& Co.

MEMBERS
New York Stock Exchange and other
leading Security and Commodity Exchs,

120 Broadway, New York 5N.Y.
231.So. LaSalle St., Chicage 4, Ill.

SEABOARD AIR LINE
RAILWAY COMPANY

Specializing in
Underlying Mortgage
: . and
Leased Line Issues

VAN TUYL & ABBE

72 WALL STREET
NEW YORK 5

.

Baltimore & Ohio
Railroad

" Analysis on Request
]
Du Bosque & Co.

72 WALL ST.

New York 5, N. Y.
Telephone HAnover 2-0360

Grand River
Valley R.R.

1st 45, 1959

Adams & Peck
63 Wall Street, New York 5

BOwling Green 9-8120 Tele. NY 1-724
Boston Philadelphia Hartford
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2 TRADING MARKETS IN

REAL ESTATE
SECURITIES

* K

SHASKAN & CO.

Members New York Stock Exchange
Members New York Curb Exchange

40 EXCHANGE PL.,N.Y. Digby 4-4950
' Bell Teletype NY -953 _Ji

41 Broad Street, New York 4

SPECIALISTS
i
Real Estate Securities

Since 1929

Seligman, Lubetkin & Co.

Incorporated
Members New York Security Dealers Assoclation

HAnover 2-2100

UTILITY PREFERREDS

PAINE WEBBER JACKSON & CURTIS

ESTABLISHED 1879

R

We Are Interested In Buying

ALL

FRED F. FRENCH Stocks
AND

TUDOR CITY UNITS

PSS S

C. H. TIPTON
SECURITIES CORP.

Members N. Y. Security Dealers Ass'n
111" BROADWAY
NEW YORK 6, N. Y.
WOrth 2-0510

Savoy Plaza, Inc.

With or Without Stock

Roosevelt Hotel, Inc.
5% Income Debentures

'AMOTT, BAKER & CO.

Incorporated
150 Broadway, New York 7, N. Y.
Telephone BArclay 7-2360

Real Estate Securities

By JOHN WEST
Land Trust Certificates

From an investment and yield standpoint, so-called Land Trust
Certificates appear to be a desirable real estate security. -

This type of security actually represents a share of a fee that
has been leased to a tenant who has increased the value of said fee

by erecting thereon a valuable improvement. In other. words, it is |

an equal share in the ownership of a plot of land leased to one tenant

who paid the cost of constructing
the building on the site. The ten-
ant agrees to pay all of the real
estate taxes on the property, oper-
ating expenses of the building and
a.stipulated rental for the use of
the land, generally in'an amount
sufficient to give the group own-
ing the property a uniform amount
of income each year.

Each Land Trust Certificate is
therefore secured - by an equal
share in the ownership of a par-
ticular property and is further
secured by the improvement the
tenant has made to the property.
How valuable the improvement
really is can best be measured by
the junior financing the tenant
has been able to secure on the im-
provement, This junior financing
is always subject to the Land

Bell System Teletype NY 1-588

Trust Certificates, which have
first lien on the property and are

The Eleclrzic‘ Utilities Situation

By C. W. KELLOGG*

President, Edison

Electric Institute

Mr. Kellogg Says That Despite Greatly Increased Output
And Higher Peak Load Requirements, Electric Utilities

Still Have Large Reserve

Of Generating Capacity—

‘Observes That Both Operating Costs And Taxes Have
Increased While Rates Have Declined But Resulting|
Lower Earnings Not As Great As With Industrial

‘Concerns

As we assemble for our twelfth Annual Meeting, our nation is
plunging into the greatest military effort of all time. The sinews for

that effort®

have been
ibuilt 'up over
vthepast years
vand ‘all signs
ndicate that
he industrial
produc-
tion needed to
support the
attack of our
armed forces
has now
reached a
peak. The
scale of gov-
ernment ex-
penditures for
war, which
has shown a
monthly aver-
age of about
7.33 billion dollars for the last six
months, is beginning to flatten off,
Electric energy output in recent
months has shown continuing de-
creases in growth over the cor-’
responding week of last year. We
.are now, therefore, in an advan-
‘tageous = position to survey the
whole progress of the war power-
‘wise, - . f
The Promise

When we met in Atlantic City,
four years ago this week, the Ger-
'man armies had just swept over
Holland and Belgium and large
wparts of France, and few doubted
‘that we were in for a world war.
The major part of my annual re-

C. W. Kellogg
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port on that occasion was devoted
to an appraisal of the ability of/
the electric utility industry to
provide the power ‘that would be'’
required for the great industrial/
war effort we all then clearly vis-
ualized. At that time, we ex-
pressed confidence in our- ability
to care for the power situation,
basing that confidence on the re-
serves of generating capacity
available, the ability to build gen-
erating plants as fast as new war
industrial plants, the higher load
factors which war industry would
produce, - the beneficial effect of
the extensive interconnections of
systems that had been built up
over the years, and the resource-
fulness of our trained organiza-
tions. How has the promise been
performed?

The Performance

In the four years now ending,
the nation’s annual output of elec-
tricity has grown from 137 to 230
billion kilowatt hours, or 68%.
The load factor (for twelve
months ending May 31) has grown
from 53.3 to 64.4%. The gener-
ating capacity has grown from
40.65 to 49.5 million kilowatts, or

*An address made by Mr. Kel-
logg before the Annual Meeting
of the Edison Electric Institute,
New York:'City, on June 6, 1944,

(Continued on page 2487)

usually in the form of leasehold
mortgage bonds. Failure of the
tenant to live up to the terms of
his lease would probably result in
these junior securities being wiped
out and the trustee for the Land
Trust Certificates holders taking
possessmn of the property. unless
the junior security holders made
good for tenant’s default to pro-
tect their investment.

Bankers - Building - Land Trust
Certificates currently selling at 78

a yield of better than 7%, are an
example of this type of security.

Outstanding are 5,000 equal un~
divided shares of eq’uitable own-
ership in a property consisting of

about 22,300 square feet of land|

:Total excluding second preferred stock

on the southwest corner-of South
Clark (178 feet) and West Adams
(125 feet) Streets; Chicago, Ill,
and the 41-story building erected
thereon. Land also hasa frontage
of 125 feet on .the extension of
Quincy Street, or a total street
frontage of 428 feet. Building was
completed ‘in 1927 and has a net
rentable "area of approximately
403,401 square feet and and a
cubic content of 6,770,966 feet,
During the fiscal year of 1943, the
property had a gross-income of
$797,181.

Shares in the ownership of this
property  were. issued at. $1,000
each and accrued rental to yield
51 % “in. July, 1926, by Merrill,
Lynch & Co., New York

Rental payable is $275,000 per
annum - for distribution to - the
Land Trust Certificate holders,
sufficient to pay $55 per annum
per certificate. - The  lessee has
agreed to pay, in addition, all
taxes "and - assessments on the
cased ‘premises -and also trustee
charges. Lease was dated June 1,
1926, and is for.99 years. Lessee
has the option to purchase the

fee‘and interest of the lessor on|

any rental date up to June 1, 1976,
on three months’ notice upon pay—
ment of $5,500,000. In the event
the lessee purchases the property
during this time, certificates are
retireable as a ‘whole. at $1,100
plus accrued interest for edch
1/5,000th part. .

Junior in lien to- these Land
Trust Certificates is a $4,764,000
bond issue on the leasehold and
building, which matures in 1960.
‘Also junior in lien is a stock issue
bf 142,900 shares of $1 par value.

Other Land Trust Certificates
may be found on properties in
Cleveland, Ohio. In New York
City there is a similar type of
security,

on the fee, rather than the actual
ownership of the fee itself. How-
ever, here also the real estate was
leased to one tenant who improved
the property by erecting a large
commercial building. ; These cer-
tificates were, issued by the City
Bank Farmers, Trust (;o.rand are
'secured by the first. morigége on
501 Madison Avenue." -

due note to Electric Bond & Share®
by paying $5,000,000 cash and is-
suing $30,000,000 serial 3% notes.
‘This saved the company $1,200,000

‘around 31%).
ond preferred canhot be dismissed

differing only that it||]|.
represents a participation in the ||}
ownership of the first mortgage:||

Public Utility Securities
American & Foreign Power

Recent act1v1ty in the first and second preferred stocks of Amer-
ican & Foreign'Power has aroused Street interest in the possibilities
of a recapitalization plan, While the company’s Latin-American sub-
sidiaries are not subject to the rule of the SEC, the company itself as a’
subsidiary of Electric Bond & Share is under Comm1ssxon jurisdiction.

In January this year the Company refunded its $35,000,000 past

in interest charges, part of which
would ' be absorbed by - Federal
taxes. In approving this arrange-
ment, the SEC reserved the right
to examine the “rank and status”
of the loan, i.e., the possibility of
submdmatmg part of all- of .the
issue under the so- called Deep
Rock principle.

The company ‘was formed  in

1923 and paid preferred dividends
and paying 5% % interest, offering |, } :

Debenture.5s of 2030

through- 1931, resuming partial
payments on the first preferred
in. 1940. Arrears on the $7 first.
preferred now amount to about
$74, on the $6 stock $63, and on
the $7 second preferred $96. None.
of the preferred stocks have any.
par value, but valuing them at
$100 a share and arrears (to which
they' would be entitled in dis-;
solution), following “are the ap--
proximate amounts in mllhons of-
dollars: ;
Held By Held By Total
E. B.S. The Public ' Qutstanding
$50.0 $50.

3% serial notes
$7 preferred stock ... ____ . “
$6 preferred stock..._ X

80.8
52.3

$7 second preferred

Totals'

The common stock has ~been
omitted from the above table be-
cause it could obviously have lit-
tle, if any, participation in a re-
capitalization. * (it. is  .currently
However, the sec-

so lightly; EBS's stock represented
an actual investment of over
$200,000,000. The SEC and the
company - 'will obv1ously have a
difficult job in arriving at a sat-
isfactory formula for recapitaliza-
tion—possibly on the basis of de-
benture bonds and common stock.
- How -big - a debt might the
parent company have under a
recap plan? System plant account
is - currently carried -at about
$600,000,000 net, and the over-all
capital structure is as follows: -

Subsidiary Millions of
companies Dollars Percentage
Funded debt %
Prferred stocks (incl

'

51.3 8
10.4
American & Forelgn
Power
Funded Debf
Equity for pletezred

and common,stocks . 441.5 ¢

| $630.0
- Obviously this is a strong set-
up so far as balance sheet values
are concerned. But the SEC may
substantially reduce plant account.
The parent company balance sheet
also reflects a fayorable. set-up,
16% debt vs..84% - stock equity,
It seems ‘probable  therefore that
the company could stand a some-
what larger amount of debt, which
might be of value for tax pur-

S - $466.1

- 82.0

$265.1

43.1 183.1-+

poses. Any increase in the amount
would, of course, be given to
holders of the " first preferred,
probably ‘with a “bonus” of com-,
mon for arrears. 1

The major problem is the in-
terest of Electric Bond & Share
vs. the interest of the public. In
its Findings and Opinion, dated
Jan. 5 this year, the Commission
stated: “The record indicates .its

apparently extremely top-heavy
senior capitalization; the existence
of inflationary - items in its ac-
counts; the large sums paid to
Bond and Share as fees for ser-
vices, a substantial portion of
which would seem to have con-
stituted intra-system profits; the
large amounts of interest paid to
Bond and Share at high rates
while public preferred stockhold-

Central Illinois Elec, Gas Com.’

Public Service of Indiana Com.

Delaware Power & Light Com.
No. States Power (Del.)

6 & 7Y% Pref.
Bought-—Sold—Quoted

'Bear, Stearns & Co.
Members New York Stock Ezchange
135 South LaSalle Street

Chicago. 3, Ills.
State 0933 CG 1279
N.Y. Office; DIgby 4-8500; NY 1-633

Midland United pfeferred

New England Gas & Electric pfd
-~ -~ Ohio Match common
Peoples nght & Power preferred

P

GILBERT J. POSTLEY & Co.

29 BROADWAY, NEW YORK 6, N. Y.
' Direct Wire to Chicago * °
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Signijig-. Up Brazil’s Debt Plan -

f;,t P
NErY

“Our Reporter On Governments””

By DONALD MacKINNON

f~ {Mr.'chKi'nnoy ‘has. been kind enough to act as guest writer this
‘|'week. « As.is itrue’ of other contributors, the opinions exvressed by

Mr. MacKinnon are his own and do not necessarily reflect the views
!| of the Chroniclé.—Editor.)

".In 'this column; on June 1," we indicated the possibility- that

‘longest-term, partially exempts would be higher in price immediately

following the Fifth War Loan than was the case as of that date. . . .
We made-that observation -because of the belief that taxes would

:|'not be decreased to'any important degree for at least a period of
‘| one to two years aftér the end of: our wars; that commercial bankers

would continue:to “invest at least a portion of their assets in.Treas-

luries which: are exempt from..certain taxes. ... !

. When" we $ay- “commercial bankers” we are. thinking of Jim

: Barbour,. Bill Boies, Bill-Flynn, and many others like them—small-
| town bankers; and darn good ones. . . . We think of the many changes,
that they. have been'met realistically and successfully, especially

during the past'10 years.” We think of those troubled times following
1933. .. . Most of all, we think of the convictions these men and
their associate ‘directors possessed, that the country wasn’'t going
to Hades in a hand basket. . . .

"It has ‘beeni most interesting to observe that, in the main, the

L | problems that arose were solved practically, . . . Some mistakes were

i 5 3! ‘. Y i
| 'Left to right: . Valentim F. Boucas, special economic representa-
| tive; Romero Estellita, legal representative, and Claudionor de S.
Lemos, General Comptroller for Brazil, are shown signing documents
involved in plan for servicing $286,000,000 debt of the Latin nation.
A check for more than $42,000,000 to take care of initial payments
" under the program was turned over to representative of U. S. creditors.

Brazil Offers Debt Adjustment Plan
Covering All Outstanding Dollar Bonds

The United States of Brazil, first Latin-American nation to effect
a debt adjustment plan covering all its outstanding dollar bonds, of-

" fered on June 13, to holders of

$286,065,645 'principal amount of

- bonds, representing ‘30 different’ issues, a choice of retaining their

bonds, with reduced interest rates,

or of accepting new 3% % external

dollar bonds of 1944 of reduced -principal .amount, but with varying

cash payments.

Valentim F. Boucas, member of
the Council on Economy and Fi-
nance, and Claudionor de S..Le-
mos, Comptroller General, who
are special representatives of the

. Brazilian Government for the ex-
- ternal debt adjustment, announced
that the offer follows discussions
with - the Foreign Bondholders
Protective Council, Inc, and. is

ers were receiving no return on

~ their investments; and, finally, the
fact that substantial portions of
the .very advances making up
the  $35,000,000 may have been
used to pay dividends. However,
we wish to emphasize that as yet
no exhaustive examination has
been made.”

From the quotation above, it
seems possible that Electric Bond

' & Share’s equity may be reduced
fairly substantially. Adjusting the
consolidated income statement for
1943 to the interest savings ef-

~ fective in 1944, earning power
might be in the neighborhood ‘of
$8,500,000. - Using - the old-fash-

" joned ratio of 10 times earnings,
this would seem to warrant some
$85,000,000 - equity interest. Ap-
plying current prices to only the
publicly-held stock, the current
market valuation is $73,000,000 for
the first preferred stocks and

. $9.000,000 for the second preferred
““the total being about in line
with the above figures. It seems
obvious ° therefore that current

© prices assume almost complete
subordination of EBS’s stock hold-

" ings, particularly of the second
preferred — despite EBS’s appar-
ently bona fide investment in the
latter issue.

It is possible, of course, that
Electric Bond & Share may be
able to work out a compromise
plan which would give the pub-
licly-held second preferred a fair-
1y substantial .amount of new
preferred - (or senior common
stock) which might permit it to
retain a substantial equity inter-
est for itself. It is usually diffi-
cult, however, to persuade the
SEC to approve issuance of more
than two classes of securities,
There is obviously a high degree
of guesswork in appraising the

outcome.

being .made pursuant to Decree
Laws No. 6019 of 1943 and No.
6410 of 1944, The offer is being
made. to holders of all outstand-
ing ‘dollar -bonds of the United
States of Brazil, its States (other
than Ceara) and Municipalities.

Mr, Boucas and Dr. Lemos, who
have spent many months in’ this
country work out details of the
plan, announced that the debt set-
tlement is an example of “lend~
lease” working in both directions,
When the necessary agreements
were signed here last week, more
than $42,000,000 had been trans-
ferred to this country to meet the
initial payments under the plan.
As to the offer it is announced: -

“Under Plan A, bondholders
may keep their existing bonds at
full principal amount, with cer-
tain modifications, including a re-
duction in interest rates to rates
ranging from 1% % to 3%%, a
cumulative sinking fund, and an
extension of maturity dates. Is-
suers of the original bonds would
still be responsible for the pay-
ment of interest, sinking fund and
principal.  Under ‘Plan B, holders
may exchange each $1,000 bond
for a cash payment of from $75 to
$175, plus $800 principal amount
of new external dollar bonds in
the case of Federal Government
loans and the State of San Paulo
Coffee Realization Loan of 1930.
and $500 principal amount for all
other issues. Bondholders who do
not choose Plan B before the end
of 1944 will be deemed to have
accepted Plan A.

“PBrazil is also offering to pay
all unpaid interest coupons or in-
stalments of interest due prior to
Jan. 1, 1944, on any of the bonds
at the reduced rates provided in
the offer, and also offers to re-
deem that State of Ceara 8%
bonds of 1922 at 12% of their
principal amount.

“If all bondholders choose Plan
B, the principal amount of dollar
bonds outstanding will then be
$189,872,016, and total annual in-
terest and amortization will be
$12,151,809.”

The special agents in the case
of the various outstanding dollar
bond issues are given in an ad-

vertisement appraising elsewhere

~in these columns,

made, but 'who hasn’t made plenty of them during this same period?

.. . Who could have.foreseen on March 3, 1933, that the issue of
90-day: Treasury bills, barely oversubscribed when offered that day,
with the:lowest accepted tender at the rate of 4.742%-—which figure
established the all-time low price for Treasury discount bills, would
be but the forerunner of many other issues to follow to constitute
but a part of the greatest Federal debt in the history of this nation? . . .

THEN AND NOW

One ‘of today’s most popular issues, the 27%s of 60/55, was,
in’ 1935, offered -in -exchange and for cash on five separate
occasions before the total of $2,611,000,000 now outstanding was
reached. . . . The highest average price paid in competitive bid-
ding was 100.25.", . .

At that time ‘no one would have dared forecast that within a
period of about 10 years the House and the Senate would pass legisla-
tion increasing the legal Federal debt limit to $260,000,000,000. . . . But
one factor-was present—the recognition that Treasuries would oc-
cupy an increasingly important place in. bank portfolios. . . . One
recalls what happened to market prices of corporation, municipal
and other fypes of bonds; and with a constantly growing number
of bankers then reluctanf or unwilling to make such invéstments,
Treasuries began to be preferred in spite of lower rates of interest. . ..

PARTIAL EXEMPTS " y :

- We believe that many commercial bankers who thus far have
not been subject- to higher normal taxes, and to excess profits
taxes, will incur such taxes this year and in 1945.. . . We be-
lieve that such need for partially exempt Treasuries will result
in stabilized prices and feel that, while somewhat higher prices *

will materialize, the market swings in partially exempt Treas-
uries belong to a day that has past. . . .

Just as firmly do we believe that taxable Treasuries will con-
tinue to turn in a very satisfactory performance, and when the day
comes that taxes could be decreased, rather than making any such
changes, the choice might well be for the maintenance of a high rate
of Treasury revenue and a corresponding decrease -of the Federal
debti, «

POST-WAR OUTLOOK
In some quarters one still hears references made to the large
discounts at which Treasuries sold following World War L .. . Un-
der our present economy, and under any economy which must con-
tinue to exist over a period of many years if our institutions are
to :survive, we do not admit to the possibility of a disorganized
Treasury market. Fach American today owns more of our country
tha\n‘f_evef’ before, and each stake will grow. . .. : Ty B
.. We believe that, after our wars, we will engage in‘a pericd
of industrial activity that in later years will have proved our
now most optimistic prophets only pessimistic. . . . And when
that happens Americans will be on the job, deing their jobs.

The Penalty 0f Leadership

In every field of human endeavor, he that is first must
perpetually live in the white light of publicity. Whether the
leadership be vested in a man or in a product, emulation and
envy are ever at work. In art, in literature, in music, in in-
dustry, the reward and punishment are always the same. The
reward is widespread recognition; the punishment, fierce
denial and detraction. When a man’s work becomes a stand-
ard, for the whole world, it also becomes a target for the
shafts of the envious few. If his work be merely mediocre,
he will be left severely alone; if he achieves a masterpiece,
it will set a million tongues a-wagging. Master-poet, master-
painter, master-workman, each in his turn is assailed and
each holds his laurels through the ages. That which is good

or great makes itself known,.no matter how loud the clamor
of denial. That which deserves to live lives.

(Printed with the permission of the Cadillac Motor Car Division,

General Motors Corp.)

ADVERTISEMENT

NOTE—From timetotime, in this space,
there will appear an article which we hope
will be of interest to our fellow Americans.
This is an extra article of the series.

scn:‘um DISTILLERS CORP., NEW YORK -

L] L] L]
Penicillin
“Evil days have come upon us;
the world has gone to pot; farewell:
civilization.” These are but a few
terse comments of those who see no
hope for the future of mankind,

But while the forces of destruc-
tion are at their peak, science is
moving onward quietly, unobtru- -
sively —on the right side of the
ledger. Yes, there is a law of com-
pensation. :

This is a bit of a prelude to this
writer’s fascination and renewed
hope, from his having dug into
the mysteries of PENICILLIN. Oh,
yes, we’ve heard a lot about it
lately; we’ll hear a lot more about
it later.

' PENICILLIN is extracted from cul-,
tures of a certain strain of mold.
Strange “feudist,” this mysterious
substance. It is antibacterial and
that’s why we call it a “feudist.”
1t has a tenacious earnestness and
fights to the death the growth of
certain bacteria which are always
lying in wait to destroy the higher
forms of life. And while PENICILLIN
prevents the growth of these bac-
teria, it, in itself, has no poisonous
effect upon the higher forms of life.

No, there isn’t much of this greaf;
boon to humanity available at the
present time for our civilian popu-
lation because most of it is be-
ing used to help save the lives of
our seriously wounded in the armecl
services, who, themselves, are
“antibacterial”’. They, too, have
a feud-on with one of the most vir-
ulent forms of worldwide disease.

But the war will be over, dnd then
PENICILLIN will be available for all
of us, where and when it is needed.
And we’d like you to know that
SCHENLEY LABORATORIES, INC.,
is in production of PENICILLIN
in small quantities —now. The
early methods for producing
PENICILLIN had been tedious,
costly,-and time-consuming. The
newly developed, dramatic work
inSCHENLEY S research laboratories
gave promise, early, of a method
of quantity production. And now
with increased facilities, SCHENLEY
LABORATORIES are becoming an
important factor in the production
of this wonder-working agent.

Human- progress can be tempo-
rarily retarded . . . it can never be
stopped! ‘

MARK MERIT
of ScueNLEY DistiLLERS CORP,

FREE —A booklet containing reprints
of earlier articles in this series will be |
sent you on request. Send a post-card to
me care of Schenley Distillers Corp.,
350 Fifth Avenue, New York 1, N. Ve

T'o Obtain Tickets For
Fifth War Loan Carnival

Tickets for the Fifth War Loan
Sports - Carnival at the Polo
Grounds in New York on June 17,
admission to which is by War
Bond purchase only, can now be
obtained at the following locations
upon the purchase of bonds of
$25, $100 or $1,000 (maturity
value) denomination: Manhattan:
R. H. Macy & Co.; hotels; movie
theaters; Polo Grounds; Brooklyn:
Hotels, movie theaters; Bronx:
movie theaters; Queens: War Fi-
nance Committee headquarters in

various local communities; Rich~
mond: All area offices of CDVO.
Tickets are also available at

Treasury War Bond booths
throughout the city.

gitized for FRASER
p:/lfraser.stlouisfed.org/
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Acme Wire Co.
Veeder-Root, Inc.
Scovill Mfg. Co.

. Markets and memoranda on

New London

' Arrow-Har't'&wHegem‘an Elec. Co.
Landers, Frary & Clark .
United Illuminating Co. . -

avazlable on request -
—_—

) CrAs. W. SCRANTON & Co.

NEw HAVEN

Waterbury
Members N, Y. Stock Exchange .

these Connectlcut compames

Danbury

P s B e S
Connecticut Brevities

On June 5 last, the Supreme Court handed down a decision which

places the insurance business under Federal regulation. The ruling

that insurance

business is interstate commerce subjects the com-

pames to the provisions of the Sherman Anti-Trust Law. Hartford

insurance stocks accordmgly,

' Stockholders of The First Na-
tional Bank & Trust Company of
New Haven voted to increase the
bank’s common stock from 25,200
shares of $50 par value. stock to
44,100 shares $50. par value stock
an increase of $945,000.

" The convertible prefelred stock
outstandmg in the ‘amount - of
$920,000 is to be retired on Aug. 1
at $125 and- -accrued d1v1dends
from Feb. 1, 1944.

Giving effect to this fmancmg,
the book value of the common
stock as of March 31, 1944, was
$96.94.

The directors are consndermg
_placing the stock on a $2.50 an-
_nual dividend basis, or a total

disbursement of $110,250. In the

past eight years, the bank has
" paid out an annual average of
" about $164 000 in either divi-
- dends or in retiring Prior pre-
~ferred stock.

i As of thei quarter ended March
31, 1944, the balance sheet shows
Cash . and Government securities
(maturing within 10 years) total-
ling 79.9% of total assets.’

sk *_

The Electric Boat Company of
Groton, Connecticut, engaged in
the construction of ships: for - the
Navy, showed an increase in earn-
ings for the past year. After pro-
‘vision of $1,500,000 for post-war
contingencies in 1943, and $1,547;-
‘500 in 1942, the earnings per share
were $2.46 (including post-war

refund), as compared to $1.87 the |

preceding year. Excluding post-
war refund, the figures are $1.65
and $1.31 respectively. Income ac-
count for 1943 is, of course, sub-
ject to renegouatmn of war con-
tracts.
The volume of sales advanced
© from $84,932,758 in 1942 to $95,-
901,694 in 1943, while net in-
come increased $1,404,242 to

.~ $1,780,758 in 1943. As of the
year end, the company had un-
finished business in the amount
of $207,342,000. By the end of
May, the company had launched
11 submarines this year.

The directors of The Phoenix
State Bank & Trust Company of
Hartford have elected John H.
Chapin to the board to replace the

. late James L. Goodwin. Mr,
Chapin is President of Veeder-
Root, Inc.; and a Director of Holo~
Krome Corporation and recently
of Colt’s Patent Fire Arms Manu-
facturing Company.

sold off sharply in the past week.

Standard Screw Company, in its

consolidated income account for
the year ended Dec. 31, 1943, sub-
ject to adjustments for contract
renegotiation, shows operating in-
come of $8,243,115 against $7 517,-
885 the previous year. Net income
was $1,542,059 as. compared with
$1,491, 085 in 1942, while the earn-
ings per share amounted to $5.41
and $5.23 respectively. 'Preferred
shares outstanding were ‘reduced
from 1,241 to 1,173 during the
year.
The balance sheet showed Cash
and Governiment securities of $10,~
440,876, or approximately. 45% of
the total assets.

Equity per common share was
$46.59 as compared with $43.06
a year ago, .

oo

As of Jan. 1, the American
Thread Company had-total assets
of $22,322,094—a decline of $2,-
926,113 from Jan. 1, 1943, Equity
per share of preferred stock was
$18.96 against $19.17 the preced-
ing year.

2 ‘ L% & #

For. the year ended March: 31,
1944, the consolidated income ac-
count of Pitney-Bowes Postage
Meter Co. shows earnings of 55¢ a
share, subject to renegotiation of
war contracts, as compared with
52¢ a share in 1943. These figures
are based upon 905,379 shares out-
standing in 1944 against 903,320 in
1943.

Sales totalling $11,096,399
showed an increase of $1,357,866,

Louisville Bond Glub
Elects Glio Ruth Pres.

LOUISVILLE, KY. — Otto C.
Ruth,.of James C, Willson & Co.,
wag elected president of the Bond

| Club: of;: Loulsvﬂle at its annual

election,

Other- off1ce1s names were: J. R.
Burkholder, ' *Almsted = Brothers,
vice—president; Joseph Parks, Ber-
wyn T. Moore & Co., treasurer;
Hector W. Bohnert, Bankers Bond
Company, secretary; Thomas Gra-
ham, Bankers Bond Company, Na-
tional committeeman, and H. Al-
lan Watts, W. L. Lyons & Co., al-
ternate comritteeman. -

Ora Ferguson, of Merrill Lynch
Pierce, Fenner & Beane, has’been
appointed to .the Nominating
Committee of the National Secur-
ity Traders Association.

- Markets for Dealers in:

Aetna Life New Britain Mach.
Am. Hardware Russell Mfg. Co.
Landers Scovill Mfg. Co.
Conn, Lt. &Pr. Torrington Co.

Coburn & Middlebrook

49 Pearl St., Hartford -1, Conn.

Hartford Phone New York Phone
7-3261 HAnover 2-5537

Boston Phone~—Enterprise 1850
Bell Teletype HF 464

TiIFFT BROTHERS

Members New York and Boston Stock
Exchanges

Associate Members New York Curb
Exchange

Primary Markets in
Hartford and
Connecticut Securities

- Hartford 7-3191

New York: .
BOwling Green 9-2211

Bell System Teletype: HF 365

land Russell McInnes, of Lehman

‘of ‘the Club to serve a term of

Growth Possibilities |

0f U. S. Enormous

DETROIT, MICH.—John' Clit- ||

ford Folger, of Folger, Nolan &

Co.; Washington, D. C., President.|,

of the Investment Bankers Assoc1-
ation of Amer-
ica, addressing
a meeting of
the - Michigan
group of the
IBA, declared
the growth
possibilities of
the nation are
breath - tak-
ing when one
considers the
“pent-up  re-
recovery force
of more than
$50,000,000,000
that individ-
uals have
saved and
have ready to
put to work
in industry
and busmess or to fill other capx-
tal needs.”

“This money,” he said, ‘is'a re=
covery force which dwarfs any-
thing the most visionary can con-
template in the way of govern—
ment public works expenditures.”

“It ~is -time to = reverse the
trend,” he declared, 'expressing
optimism about the capacity. of
private financing to take over
from the Government in the post:
war period, “get the Government
out of bankmg and let the peo-
ple’s savings finance industry and
business.” Ten or 15 years ago
the people were hard up-and:the
Government was flush.: Now the
Government is-hard up and’the
people are flush i

Eﬁumslpal Bond Giub
Elecls 1944-45 ﬂﬁncers

Sanders Shanks, Jr., of The
Bond Buyer, was elected president
of the Municipal Bond -Club of
New York for the year 1944-45 at
the annual meeting of the Club.
Mr. Shanks, a charter member. of
the Club, served as vice-president
and member of the Board of Gov-
ernors in 1940-41, The ‘meeting
was presided over by W. Manning
Barr, of Barr Brothers & Co., Inc.,
Mr. Shanks predecessor.

Walter - H. Steel,. of Lazard
Freres & Co., was eLec_ted vice-
president, William W. Mezger, of
Graham, Parsons & Co., secretary,

John Clifford Folger

Brothers, was elected treasurer.

W. Neal Fulkerson, Jr., of
Bankers Trust .-Company, r was
elected to the Board of Governors

three years.

g 18

John D. Talmage To Be
Minsch Monel! Partner

Minsch, Monell & Coi, 115
Broadway, New York City, will
become a New York Stock Ex-
change firm with the admission to
partnership on July 1 of John D.
Talmage, Exchange member. Mr,
Talmage has been active as an
individual floor broker for some
years.

Partners of Minsch, Monell &
Co. will be William J. Minsch, G.
Leonhard Boveroux, Harold S,
Smith, and Mr. Talmage.

With C. A. Parcells Co. ';

DETROIT, MICH.—Kathryn R.
McMillan has been added to the
staff of Charles A. Parcells & Co.,
Penobscot Building, members of
the Detroit Stock Exchange.

Tyeg gy

. Roberts Rejoins Bache

DETROIT, MICH.—Raymond A.
Roberts has rejoined the local of-
fice of J. S. Bache & Co., Penob-~

scot Building. Recently Mr. Rob-
erts was with A. M. Kidder & Co, |
g B 4

oAy -

Al

Charles'A. Parcells & Co.
Members of Del{’oit Stock Exchange
U. S. Governments

- Michigan‘ Markets

639 Penobscot Building
DETROIT .26, MICH.

 Telephone
Randolph 5625

Private Wires
To All Markets

¥ 8 : ) g *,
We Are Interested in Buying |

International Detrola ||

United Drill A-B
Wm. C. Roney & Co.

Members New York Stock Exchange .
812 BUHL BUILDING
DETROIT 26, MICH.

Teletype Phone
‘DE 167 Cherry 6700

Michigan

Brevities

At a meeting in the Book Cadillac Hotel, sponsored by the De-

troit- Stock Exchange,

several hundred representatlves of bankmg,

trust, business, fmanelal, insurance and professional groups heard,
Dr. W1111am Ernest Hocking, former head of the phllosophy depart- |

| ment of Harvard, speak on “Factors of America’s Future.”

He was mtroduced by Hal H. Smlth president of the Exchange‘

o Detrmters have been watchmg
developments in the Willys Over-
land Motors, Inc., for several
weeks now, anticipating the news
that Charles E. Sorensen would be
the new president.

Although confirmation was
made," no details of the financial
arrangements were disclosed.

Reports here are that Sorensen
receives an’ ‘option - on a -large

block of Willys stock along with

a comparatively nominal salary—
probably about a quarter or a
third of his $220,000 Ford figure.

With Willys already selling up
four full points in the last two or
three weeks, Sorensen stands to
profit much more through such an
option than through even a top
heavy salary because of the 256%
long term capital gains tax.

.- .Square D Cornpany arranged a

' 1$10,000,000 V loan with:a syndi-

cate of banks headed by the Na-
tional: Bank of Detroit .to provide| §
capital for *war production pur-
poses and to free capital for post-
war adjustment.

Interest on the funds used will
be 234% and 3 of 1% on the un-
used portion ‘as a commitment
fee. ;

The company -agrees not to let
its ‘net current assets fall below
$3,200,000 and will increase this
amount by 20% of the earnings
each year, Terms also prohibit
cash dividends of more than 75%
of the net earnings after preferred
charges,
" # £

" Louis J. Groch has been ap-
pointed ‘resident manager of the
Detroit office of Horrblower &
Weeks succeeding Charles R. Per-
rigo, a “Chicago partner of the
firm who, has been in charge dur-
ing the absence of Capt. J. J.

| Phelan, Jr.

" .Groch formerly managed the
Detroit and Albany offices of J. S.
Bache. &
# # R
And J. S. Bache and Company
announced the appointment of
Julius Rubiner for 13 years a
member. of the staff, as manager
of the Detroit office. At the same
time R. A, Roberts was named as-
sociate manager of the office.
‘Rubiner was with the Old First
State Bank prior to his associa-
tion with Bache, while Roberts,
with Bache for 12 years went to
A. M. Kidder apout a year ago as
manager of the Detroit office.

Both stockholders of Detrmt
Steel Corporation and of the Re-
liance Steel Corporation approved
the 'merger of the two firms;|
which will be known as Detrmt
Steel Corp. :

Tonnage sold by Rehance aver,
aged about half of Detroit Steel’s
entire output

The Detroit and Cleveland Nav-
igation. -Company squabble con-
tinued to drag in federal court
when the presiding judge -ruled
that' the company could hold .2 |
meeting ‘ but could transact no
business.

Further hearmgs started thls
week at which the court will rule ]
on  the legality of the manage~
ment’s indefinite adjournment oE
the annual meeting.

McConnell To Manage
Baker Weeks, Detroit

‘DETROIT, MICH. — Baker,
Weeks & Harden has announced
the appointment of R. M. McCon=-
nell as manager of their Detroit
office in the Penobscot Building.

R. D. Young was named assista‘nt

manager.

Mr.. McConnell, well known in
Detroit ' brokerage circles, has
been with Merrill Lynch, Plerce,
Fenner and Beane for 13 years.

New York Stock Exchange
Weekly Firm Changes -

"The New York Stock Exchange
has announeed the following flrm
changes:

The proposed transfer of the
Exchange membership  of - Joseph
H. Seaman. to Louis J. Werner
will be considered by  the Ex+}
change.on June 22, Mr. Werner
v&vﬂ(l: continue as a oartner in Asiel

0.

Transfer of the membership of
the -late Joseph T. Donohue to

Percy D. Lown will be coasidered
on June 22. Mr. Lown, it is un-
derstood, will act as an 1nd1v1duai
floor broker.

.Transfer of the Exchange mem-
bership of Norman S. Walker to
Benjamin Stenzler will be consid=
ered on June 22. Mr. Stenzler will
continue as a partner in Bliss’ &
Co.

Aeronautical Products Inc.

Common'"

Latest Information
-on Request

MERCIER, MCDOWELL
& DOLPHYN

Members- Detroit Stock Exchange
Buhl Bldg. . Cadillac 5752
_.DETROIT 26

X% CYI

Howell Electric Motors
* Mich. Off. & Theatre, L. T. C.
Ind. Brownhoist, Ist Pfd.
* L. A. Darling Co.

Allman, Moreland & Co.

Member Detroit Stock Exchange
1051 Penobscot Building
DETROIT 26, MICH.,

Teletype DE 75 oY
Battle Creek . Lansing
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Suppleménla!ry Briefs Submitted In Underwriters
i Price Stabilizalion Gase

* As a follow-up. of the oral arguments before the Securities and
fExchange Commission  in Philadelphia on April 11 in the NASD
tase, involving the right of underwriters to enforce a price stabiliza-
|| tion covenant on new security offerings, three additional briefs have | f
jeen submitted, one by the Anti-Trust Division of the Department |§
f Justice, one by the National Association of Securities Dealers, and | §

' a third by the attorneys ot the
Trading and Exchange Division of
the Securities and Exchange Com-
xmssmn
¢. The case, which has been pend-
ng over a period of more than
two years, grew out of an attempt
by the National Association of Se-
curities Dealers to fine some 70
of its members for violation of a
| price stabilization covenant con-
tained in an underwriting agree-
ment for the offering of $38,000,-
|000 of bonds of the Public Service
Corporation of Indiana. The main
¢uestion. at issue now is not the
disciplinary action of the NASD,
but rather the legality, under the
Sherman Anti-Trust Act of any
| price - maintenance arrangements
among security dealers, the De-
partment of Justice having inter-
vened in the proceedings on the
| ground that all such arrangements
are illegal.
| The three briefs concern the ap-
| plication’ of the principle of a
“joint venture” to underwriting
agreements. In the former briefs
l;’ind oral arguments, it was con-
'tended by the attorneys for the
National Association of Securities
Dealers that the price-stabilization
covenants -in. underwriting and
'selling agreements were not con-
| spiracies to  maintain prices by
| competitors, but were a method
of price arrangements agreed
upon by participants in ‘a joint
venture, and therefore would not
| constitute a restraint on trade. -
“i Against this contention, the De=
| partment of Justice submitted its
supplementary. brief. It limited
its application merely to the
agreement among the underwrit-
| ers, and  specifically excluded
| from its considerations the pur-
¢hase agreement between the is-
suer and the underwriter, and the
agreement ~ between the under-
writer and the selling-group
members, on the ground that
these two agreements contain “no
elements of ‘joint venture.’”
" “It is true,” continues the De-

| partment’s brlef ‘“that all agree-,
| ments relate to the public offer-,

ing of the P.IS, issue. It is also

true that each member expended.

or contributed money, services
and skills to the success of that
,public offering, but the contribu-
| tions were not. for' a common
cause, but only for the several
advantages of the contributors as
a principal for himself alone, As
each underwriter or dealer pur-
chased a portion of the issue in
severalty and for himself only as
| a principal, the essential attribute
of a joint enterprise, joint pro-
pnetorshlp, is wholly lacking.
And  since each purchased and
acted as a principal and not as an
agent, or as principal and agent,
no right of mutual control over
the operation arose, . There is
no provision for sharmg in the
profits - of a common . endeavor,
| Such an agreenient is essential to
‘the creation of a joint venture.”

" The next contention of the Gov-
ernment‘s brief is that “No act of
Congress ' authorizes joint ven-
tures. among securities dealers.”
In support of this.contention, ref-
erence -is  made: to the Capper-
Volstead Act, the Fishines Mar-
lketing Act and the, Webb-Pom-
erene.Act, in 'which marketers of
éompetmve products mxght ‘en-
gage in “joint ventures,” and were
lreheved from -the restraint of
trade provisions of the Sherman
‘Anti-Trust Act. .

‘The final argument of the Jus-
hce Department agamst the ap-
rphcatnon of ‘the' “joint’ venture”
ﬁrinmple is that the underwriters

ave not been legally “incorpo-
rated” to act as a single entity
land thereby establish ‘“a price for
its products -without any -legal
contract, combination or conspir-

gitized for FRASER
p:/ffraser.stlouisfed.org/
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acy between its component parts.”
“Y'o carry such a conclusion over
into’ the ' law . of ‘joint venture
where no single legal entity has
been created,” continues the brief,
“is unwarrantably to confer cor-
porate advantages upon an unin-
corporated combination.”

The brief submitted by " the
SEC’s counsel follows the lines of

that of the Department of Justice. || -

In refutation of the “joint ven-

ture” idea, the brief refers to the |§

contents of the securities syndi-
cate’s - agreements.
provision of the syndicate agree-
ments,” it is stated, ‘“‘each mem-
ber took his syndicate participa-
tion severally, not jointly with
any other; and 'liability: for the

act and omissions: of any. other |

member was likewise  expressly
denied. Each member’s profits re-
sulted solely. from and depended
solely upon  the difference -be-
tween the purchase cost and sales
proceeds of the bonds comprised
in his own participation. More-
over, the evidence is undisputed,
that even where withheld (i.e. in
the application of the repurchase
penalty), they are considered as
compensation rather than profits.”

The brief of Baker, Hostetler
and Patterson, : Counsel 'for -the
National Association of Securities
Dealers, denies that it was the in-

‘tention of Congress to include in
the Maloney Act any prohibition’

among securities dealers to enter

'into “joint ventures, ‘merely be=

cause the act did not “specifically
authorize this form of conducting
business.” - The right to form part-
nerships ' and rjoint ventures," it
contends “is a common law right.”

“That the business undertaking
has assumed the form of a corpo-
rate combination, ' partnership’ or
joint ‘venture, is significant only
because each is a well recognized
form of doing business with-legi-
commercial
both to the parties and the publie.”:
“Consequently, such enterprises
are on their face plainly. reason-
able business arrangements unless
it appears that the :purpose or
necessary - effect is to- control or

‘fix market prices,”

“In ‘the instant proceedmgs )
continues the brief, “it. is uncon=
tradicted and conceded  that the
distributing organization was ‘not
formed for fhe purpose,’ and ‘did
not have the 'effect, of flxmg or
even affecting market prices in
any degree and-that on the con-
trary, ‘market prices in a market
dominated by other competition
wholly controlled the success of
the public offering. . .. Whatever
the legal relatlonshxp of the mem-
bers, this is conclusive upon’ the
i:st:e, of violation of the Sherman

ot

St. Louis Traders To
Hold Outing June 29

ST. LOUIS, MO.—The Security
Traders Club of St. Louis will
have an outing Thursday, June 29

‘at the Normandy Golf Club, ac-

cording to a' preliminary -an-
nouncement card sent out by the
Entertainment Committee consist-

ing of Hermie Zinzer, Dempsey-

‘Tegeler & Co., Bob Guion, New-

hard Cook & Co., ‘and «Lowell
Newcomb, formerly with the St.

Louis Union Trust Co. and how

with Uncle Sam. A “detailed, en-~

‘larged, embossed and émbellished
lannouncement” has been promised
at an’ early date. Officers’ of the

club are hopeful that 4Targe num-

ber of out-of-town dealers"mll‘be‘ .

represented.

“By  express |f

advantages !

MARKETS
Berkshire Fine Spinning Associates com. & pfd. - .

.Chicago, Wilmington &

Chicago & :Southern Airlines
' 'Hearst Consolidated Publications Class “A”
Interstate Aircraft & Engineering

Marathon Paper Mills

" 0ld Ben Coal 65, 7'%s and Commen
Portland Electric Power 6s, 1950
_ St. Louis Public Service issues

St. Louis Real Estates

Steel Products Engineering

Universal Match Co.

SLHERCK, RICHTER COMPANY

Landreth Building
St. Louis, Mo.

BeLr TELETYPE
- SL 456 5

Mlssoun
Fifth War Loan:Drive

Franklin Coal

GARFIELD 0225
L.D. 123

Brevmes

Launched in St. Leuis

The - Fifth War Loan campaign was officially . launched at a
luncheon meeting of key workers held at the Jefferson Hotel June 9.
L-A.-(Zach) Long, Trust Officer of Mercantile-Commerce Bank &
Trust Company, is Chairman of the War Finance Committee direct-
ing the drive. In line with their policy in previous campaigns St.
Louis security dealers have ‘“‘cleared the decks” and are-prepared to

put forth an all-out effort to in-
sure ‘success in the shortest time
possible.” The luncheon was ad-
dressed by R. W. Coyne, Field Di~-
rector of the National War Fi-
nance Committee, and John R.
Morris,  Far Eastern -Manager of
the United Press. The quota for
St.-Louis and St. Louis County is

 $180,863,050.

‘Laclede Gas Market Anomaly

Announcement by the Securi-
ties and Exchange Commission on

i May 24;' 1944 that it had approved

the - plan of reorganization for|
Laclede Gas Light Company' (sub~
ject ‘to'certain reservations) -was
followed by a sharp rise in the |
price of the preferred-stock from
a:leyel-of 68-70 to a high-of 104
followed by a reaction to 85-90.
The " .common- stock 'which had
been selling -around-12 gradually
declined ‘to:a price of 10. Under
the-plan each share of preferred
would receive 14 shares of new
common; each share of old com-
mon would be: exchanged for one
share of new. Traders reason that
if the present common is worth 10
then ‘the preferred should sell at
140, whereas it ‘trades in the 85-
90 range.. On the other hand, if
the preferred is selling at the cor-
rect -‘level,  the new common
should have a value in the neigh-|
borhood of 6 to 6% ‘and the pres-

"ent . price of the old common

would be much too high

‘;TheWSEC release states “We
find ‘that: the ‘reasonably prospec-
tive net income of Laclede Gas,
giving effect to the reorganiza-
tion, will range from $900,000 to
$1, 000 000.” These estimates . are
equlvalent to about 37¢ per share

on the low side and 4lc on the

top. A’ price of 67 on the new
common - would capitalize ~ esti-
mated earnings from 15 to 17
times; a price of 10 figures 24 to
27 times. A logical explanatmn
being ‘advanced for the price dis-
crepancy - between the preferred

.and common stock is the extreme-

ly small amount of the latter held
by the public.” A hearing on this

reorganization plan has heen set
for June 30, 1944 in the U. S. DlS-
trict Court in St. Louis,

Underwriting and Market
Activities
Underwriting activities of St
Louis. dealers. were stepped up
considerably during the first half
of June. Smith, Moore & Com-
pany refinanced Laclede Steel’s
$750 000 Note issue with a new
issue of 1% %-2% Serial Notes

maturing to June 1, 1947, G, H.

Walker & Co., Newhard Cook &
Co., and.Stix & Co. were members
of an'underwriting group headed
by Dillon, Read & €o. and Hemp-
<hill, Noyes & Co. offering a $30,-
‘000, 000 Alleghany C o r p oration
31/4% Secured Convertible Notes
due April 15, 1954. :

Stifel, Nicolaus & Company,
Inc. were members of the under-
writing group headed by Kidder,
Peabody & Co. offering $3,000,~
000 Dallas Railway & Terminal
Company First Mortgage - Serial
1% %<4% bonds due June 1, 1959.
A. G. Edwards & Sons were mem-
bers of the underwriting group

headed by Van Alstyne Noel & || -
| Comipany . offering $1,500,000 The

Drackett Company 5% S. F, De-
bentures ‘due June 1, 1959 and
.85,000 shares. of. Common Stock.

Scherck Richter "'Company ' 'were;

members of the underwriting

‘group, headed by Eastman;:Dillon

& Co. offering $13,000,000 Sunray
0il .Corporation 334% S.'F. De-
bentures due June 1, 1959,

.‘White & Company report re-
newed interest and activity in in-
surance_ stocks. These issues de-
‘clined. sharply following the re-
‘cent United States Supreme Court
‘decision which held that insur-

‘ance. is. interstate commerce and,

‘therefore, subject fo federal reg-
ulation. However,-substantial
portmns of the market losses have
since been:recovered, Statistical
summaries covering most com-
panies are available t hrou g h
‘White & Company .on request.

A new write-up covering Port-

land Electric Power 6’s,- 1950 has

Anheuser-Busch, Inc. Capital
Fulton Iron Works

Common - Preferred - Bonds

Missouri Power & Light Pfd.
Seven Up Bottling Co.

of St. Louis

Trailer Corp. of America
Preferred & Common
L

STIFEL, NICOLAUS & CO.

INCORPORATED
v 1944

St. Louis Chieago

Associated Electric
Company °

418 & 5s

Bought—Sold—Quoted

Peltason, Tenenbaum Co.

803 Landreth Bldg, *
ST. LOUIS 2, MO.
Teletype—SL 488 g L. D. 240

Fast and accurate Markets l'n-all )

ST. LOUIS
SECURITIES

" Direct Private Wire to
New -York and Providence Offices

G. H. Walker & Co.

g Members -
New York Stock Exchange and
Other Principal Ezchanges

503 Locust Street
ST. LOUIS ‘1, MISSOURI
Teletype SL 84+ Tel. Central 0838

"Wé Maintain Markets ln.-
Missouri Utilities Preferred

Lasalle Hotel, Beaumont, Texas
Hilton Davis Chemical Co. Pfd.

Huckins Hotel,
Oklahoma City, Okla,

Metropolitan St. louls
COMPANY
INVESTMENT SECURITIES
718 Locust Street
Saint Louis 1, Mo.

Central 8250

L. D. 208 St. L. 499

COCA-COLA
STOCKS

. ALL ISSUES

|l

Wm. F. DOwDALL & Co.
319 NORTH 4TH ST.

ST. LOUIS 2, MO.
Garfield 5345  Bell Teletype—SL 68

been prepared by Scherck Rich-
ter Company who will supply
copies to -dealers. These bonds
have been active "recently at
higher prices evidently anticipat-
ing a near term reorganization,

Stromberg-Carlson
- Company
Circular on request

'WHITE & COMPANY

Musnssxppi Valley Trust Bldg.
- 8T. LOUIS 1, MO.
. Coast to Coast Wire System

,,STI & CO.

503 OLIVE STREET
ST. LOUIS 1, MO.-

Bell System Telelype SL80

Members St. Louls Stock Exchange -

0. H. WIBBING & C0.

Members
St, Louis Stock Exchange

+ 319 Norlh Fourth Street
SAINT LOUIS 2 -

Teletype SL 158
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INSURANCE &

ANALYZED -

New York = Chicago =

Bought — Sold — Quoted
REVIEWED -
Special Bulletin and Booklet Service to Dealers & Brokers
Trading daily 7 a. m. to 5 p. m. (P. C. T.)
Inquiries invited.

BUTLER-HUFF & CO.

OF CALIFORNIA
210 West 7th St., Los Angeles
PRIVATE WIRES

. TELETYPE L. A, 279 =~ L, A. 280

BANK STOCKS

COMPARED

Orders solicited,

San Francisce =  Seattle

Bank and Insurance Stocks
This Week — Bank Stocks

By E. A. VAN DEUSEN

Bankers Trust and Chemical Bank & Trust were both quoted 52
bid 54V asked at the close of the over-the-counter market on June 8.
Both stocks are high quality and are among those especially favored
by informed and conservative investors. It may be of interest, there~
fore, to compare one with the other and try to ascertain which of
the two gives the investor more for his money.

Bankers Trust' Co. is-a rela-
tively young institution, having
been formed in 1903, .It was orig-
_inally organized to act as a trust
company for National and State
banks. - Its departments today
comprise: banking, foreign, per-
sonal and corporate trust, trust
investment, analysis, custodian,
corporate agency and bond, It
operates two branches in New
York and one in London. Divi-
dends have been paid each year
since 1904.

Significant fiéures over the past-

three years are as follows:
[

Net operating earnings
Dividends
Book value (12-31)

*Total deposits
*Total capital funds.
*Millions of dollars.

Chemical Bank & Trust Co.
dates its history back to 1824,
when the New York Chemical
Manufacturing Co. was chartered.
Its operations for several. years
combined both chemical manu-
facturing - and banking, but in
1844 the chemical business was
liquidated. In the 1857 Panic it

was the only bank in:New York

to maintain specie payments and
was therefore dubbed “Old Bul-

1941

Net operating earnings.

Dividends

Book value (12-31)

Earnings assets (12-31)

“Total U. 8. G. securities.

“Total deposits

“Total capital funds.
#Millions of dollars.

)

New York
Trust Company

Bulletin on request

Laird, Bissell & Meeds

Members New York Stock Exchange -
120 BROADWAY, NEW YORK 6, N. ¥.
Telephone: BArclay 7-3500
Bell Telelype—NY 1-1248-49
(L. A. Gibbs, Manager Trading Department)

Increase Over
41

18.8%

1942
$3.39
1.40
46.07
454.15
12
1,505
115

1943
$3.79
1.40
50.15
556.40
950
1,595
125

lion.” Its predomiant activity is
commercial banking which is well
diversified, its trust department
provides supplementary income,
while its foreign activities are
quite limited. It operates 10
branches in New York City. Divi-
dends have been paid each year
since 1827, a period of 117 years.
Significant - figures over the
past three years are as follows:
Increase Over
1941
315%
No change
4.2
39.5
105.0

13.8
3.8

1942
$2.68
1.80 .
40.23
<1 467.83 -
34 53T 658
1,199 1,154
¥ 80 82

oo SRR I

1943
$3.42
1.80
41.23
501.98

© A tabular comparison is now |based on i943 operations and bal-
presented which gives significant | ance sheet figures as of Dec. 31,

operating and market ratios,

11943: i 4

Net operating earnings to dividends.
Earned on book-value

Bankers Trust ~ Chemical
2,71 1.90 -

Earned on earning assets

.60 % -~ 8.30% .
0.68% :

Deposits to capital funds

12.8

Earning assets to.capital funds.
ts.

Earning assets to d i

Surplus and undivided profits to- capital

b

Asked price 6-8-44

CURRENT MARKET RATIOS

Bankers Trust Chemical
54Y, 4%

Dividend yield ..

2.6%

Earnings yield _

L 1.0%

-$0.93

Book value per market.

$10.25

Earnings assets per market

New Jersey
‘Municipal Bonds
Bank Stocks

J. S. Rippei & Co.

Established 1891

18 Clinton St., Newark 2, N, J.
MArket 3-3430

N. Y. Phone—REctor 2-4383

With regard to market perform-
ance it is of interest to note that
the April, 1942, low of Bankers
was 32% and of:!Chemical 33,
thus Bankers “has ''appreciated
68.9% and Chemical 64.4%. The
1937 high of Bankers was 86
and of Chemical 86. “To reach
these levels again Bankers must
appreciate 59.4%  and Chemical
58.5%.

It will be observed that where-
as Chemical has maintained its
$1.80 dividend, Bankers reduced
its from $2.00 to $1.40 in 1942.
Currently, the investor- gets
better dividend yield with Chem-
ical, but he buys more earning

J. C. Thomson Points To Banking’s

Contributions

To War Effort

President Of Northwest Bancorporation Holds The Dis-
tribution Of The Cost Of Servicing The Public Debt Is
Our Most Vital Economic Problem «

In addressing the annual meeting of the American Institute of
Banking at St. Louis, Mo. on June 7, J. Cameron Thomson, President

of the North-
west Bancor-
poration, and
a former pres-
ident of thei
Institute enu-
merated  the
various ser-
vices per-
formed by the
nation’s bank-
ing institu-
tions to the
wartime eco-
nomy. These
comprise such
important
functions as
management
ot the war
loan drives
and other sim-
ilar matters connected with fi-
nancing the war ‘and furnishing
working - capital to war contrac-
tors, to the “distribution.of mil-
lions of fibre tokens”. He stated
that banks of the nation handled
at least 80% ‘of all the securities
sold during the Fourth War Loan
Drive, in addition to purchasing
the bonds for their own account.

Speaking of the effect. of the
war on banking personnel and
banking functions Mr. Thomson
remarked: “The effect of the war

J. C Thomson

‘on ‘the banking business is indi-

cated by figures which show that
in 1940 there were a total of 270,~
000 employees in all banks in the
United States, 200,000 being men

. land- 70,000 women; while it-is

estimated - today - that: there "are
283,000 employees, 153,000 being
men and 130,000 being women.
“All postwar planning must in-
clude an analysis of fundamental
principles of the business we are
engaged in.  The private char-
tered banking business has shown
itself to be essential in wartime.
It will be fully as essential in
peacetime, in -continuing to help
finance the Government until we
get on the basis of a balanced
budget. In the meantime, banks
will have to provide funds to take
care of Government securities
which may not be sold to private
investors. It is hoped that there
will develop a normal demand for
loans. There will ‘be many ways
in which we can help -our:custo-
mers with the problems of read-
justment to peacetimé operation.
Banks are. interested in helping
to- finance small business. The
opportunities  and ‘responsibilities
of the private:chartered: banking
system are as great today, if not
greater, than ever before.”
Turning "to, the general . prob-
lems facing banking and business
in the postwar period, Mr. Thom-
son concluded his ‘address by say-
ing:, “The problems that the In-

‘|'stitute and banking face are simi-

lar to those faced by all lines of
business. After the war we are
going to have a-tremendous Fed-
eral Government debt.. The-dis-
tribution of the cost of servicing
that debt. .on a fair basis and-in
such a way that there will be
more incentive for business to

assets, more earnings and more
book value with Bankers. It will
be ‘noted that dividend coverage
by Bankers is 2.71 times com-
pared with 1.90 times by Chem-
ical, and that Bankers’ capital
funds have consequently grown
faster than have Chemical’s. It
is not improbable that Bankers
will restore its former $2.00 rate
after the war, but it is not nearly
so probable that Chemical will
increase its rate to $2.00. Both

any portfolio of high-grade bank
stocks,

take the risks.of employing labor,
is our most vital economic prob-
lem. . The banking fraternity
should contribute very definitely
to . the better understanding of

the ways that our Federal fiscal
prcblem can best be handled.
“There can- be no. question as
to the continuance not only of the
private chartered banking system,
but of the American Institute of
Banking and' of private business,
if we will realize that our pros-
perity and our standard of living
depend on the general and con-
tinuous exchange of goods and
services as a result of voluntary
action by individual citizens and
if we will act to secure greater
acceptance of that principle. .It
is only as we produce goods that
‘attract consumer -demand and
.render services that others want
and can afford to pay for, that we
make possible a high level of em-
ployment. We must, however,
continually sell the value of bank-
-ing and other institutions, as well
as individuals,
| these goods and services. This is
'necessary because.only by doing
' so can we expect to have an en-
vironment favorable to business.

Without this, banking and every |

other form of private enterprise
«cannot be successful, or' render

‘their contribution to our economic |

"welfare.”

Neilson Appoinled To.
A.B.A. Commission

Appointment of Stanley A. Neil-
son, President of the Bank of Go--
wanda at Gowanda, N. Y, to
membership on the Commission
on Country Bank Operations of
the American Bankers Associa-
tion, was announced in New York
recently by A. L. M. Wiggins,
President of the Association. Mr.
Neilson; a native of Buffalo, began
his banking career with the Ma-
rine Trust Co. of that city. Since
then he has been associated with
the Columbia National Bank in
New York and the Peoples Bank
in Buffalo. He became Assistant
Cashier of the Bank of Gowanda
in 1916, Cashier in - 1919, Vice-

prominently identified with civici

He is Vice-Chairman of the Erie
County War Finance Committee,
member of the District No. 1 War
Finance Committee and Vice-
Chairman of.the Gowanda Defense
Council. Mr, Neilson has also been
active in the affairs of the New
York State Bankers Association,
having been Chairman of its Erie-
Niagara Counties Bankers’ Assoei-
ation Division and of its County
Organization Committee. He is
now Chairman of the Bank Man-
agement and -Research ' Commit-
tees of the State Association. .
Other members of the Commis-
sion on Country Bank Operations
are: ‘K. J. McDonald, President,
Iowa Trust & Savings Bank, Es-
‘therville, Iowa, Chairman; R. A.
Bezoier, Vice-President and Cash-
ier, First National Bank, Roches-
ter, Minn.; T. E. Burch, President,
Security . State Bank, . Wewoka,
Okla.; R. L. Eberhardt, Executive
Vice-President, Stockton Savings
& Loan Bank, Stockton, Cal.;
Glenn L. Emmons, President, First
State. Bank, Gallup, N. M.; How-
ard Hambleton, Vice-President,
Citizens National Bank, Waxa-
hachie, Texas; B. M. Harris, Pres-

3 | stocks are worthy of inclusion in,‘imgwygllg\tﬂqﬁone Bank, Colum-
0 y

bus, nt.; Clyde D. Harris, Pres-

ident, First National Bank, Cape

that -problem, and in suggesting |,

Royal Bank of Scotland

Incorporated by Royal Charter 1727

]
HEAD OFFICE—Edinburgh’
Branches throughout - Scotland -

. LONDON OFFICES:
3 Bishopsgate, E. C. 2
8 West Smithfield, E. C. |
49 Charing Cross, S. W. 1
Butrlirgton Gardens, W. |
64 New Bond Street, W.'|

TOTAL ASSETS
£115,681,681

Assoclated Banks:
Williams Deacon’s Bank, Ltd. -
Glyn Mills & Co.

i

which produce |

President - and Cashier "in 1929, (]
and President in 1937.  He has been ||,

affairs in Gowanda for many years.;f |

'Citizens * First = Natjonal

Australia and New Zealandt

BANK OF |
NEW SOUTH WALES

(ESTABLISHED 1817)

Paid-Up Capital £8,780,000
Reserve Fund 6,150,000
Reserve Liability of Prop.. 8,780,000 |

£23,710,000 ;

30th i
187,413,762 - |

SIR ALFRED DAVIDSON, K.BE., ' |

General Manager

Head Office: George Street, SYDNEY'

Aggregate Assets
Sept., 1943

The Bank of New South Wales is the oldest® |
and largest bank in Australasia. With over
800 branches in all States of Australia, in'
New Zealand, the Pacific .Islands, and: '
London, it offers the most complete and
efficient -banking service “to investors,’
traders and travellers interested in these:

. countries, 1

LONDON OFFICES:
29 Threadneedle Street, E, C.
47 Berkeley Square, W. 1

Agency wfrangements with Banks -
. throughout the U, 8, A.”

NATIONAL BANK
of EGYPT

Head Office Cairo
Commercial Register No. 1 Cairo

FULLY PAID CAPITAL . £3,000,000
RESERVE FUND . | .. £3,000,000

. LONDON AGENCY
) 6 and 7 King William Street, E. C,
Branches in all the
principal. Towns, in
EGYPT and the SUDAN

NATIONAL BANK
of INDIA, LIMITED

Bankers to the Government In
Kenya Colony and Uganda
‘Head Office: 26, Bishopsgate,
London, E. C.

Branches in India, Burma, Ceylon, Kenya
Colony and Aden and Zanzibar

Subscribed Capital......£4,000,000
Paid-Up Capital £2,000,000
Reserve Fund £2,200,000 .
The - Bank conducts ‘every descripti
. banking. and’ exchange busmgsaon “
Trusteeships and Executorships
: “alsd undertaken .

Girardeau, Mo.; C, C. Neumann,
Executive Vice—Président, Farm-
ers & Merchants National Bank,
Oakland,. Neb.; Claude F. Pack,

‘President, Home State Bank, Kan- {

sas City, Kan.; William C. Remp-
fer, Cashier, First National Bank,
Parkston, -S.' D.; S. N.. Schafer,
President, First National Bank,
Fort . Atkinson, ~Wis.; John B.
Sloan, President. " The County
Bank, Greenwood, S. C.; R. B.

:Stewart, President, The Miami
Deposit Bank, Yellow Springs,

Ohio; C. D. Tedrow, President,
Bank,
Princeton, Ill., and J. E., Drew,
Deputy Manager, American Bank-
ers Association, New York, Sec-
retary.
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| all purposes,

The American system of pri-
vate industry has certainly met
)| the challenge of a world war with

an accomplishment which every
-American feels proud of. In look-
-ing at the future of aviation, Mr.
‘Sleeper wondered whether many
of the Wall Street statisticians
were not too pessimistic, It is im-
possible to make any comparisons
‘with the last war, so that the
question as to whether they will
all go broke the first year after
peace cannot be answered with
any comparison with the past.

“In the first place,” Mr, Sleeper
pointed out, “we are not concerned
with finding employment or or-
| ders for a plant capacity r()j,,l()(),()OO
! airplanes per year. This does not
exist in the aviation industry, but
| is only borrowed. It is borrowed
‘ from the industries that make au-

|" tomobiles, trucks, electrical appli-| -

| ances, iceboxes, stoves and a dozen
| other major staple peacetime
I'products. Fifty per cent of avia-
tion’s productive capacity is bor-
| rowed from sub-contractors, most
of whom ask only to get back to
their own work.”
[* Another '25% of aviation’s ‘ca-
. pacity is coming from overtime—
' time borrowed and paid for only’
because of war's urgency. An-
| .other big part of aviation’s war-
‘time production comes from

| ‘'women who ‘work ‘only ‘because’ ;

“their men folks are away in ser-
‘vice. When peace . comes these
‘women- -will “gladly * returnto

_homemaking. - Thousands' of men..

.will ask release also to go back
'“to career jobs, to the hundreds of
‘occupations they used to follow
‘before ‘war called them to help
' ‘make airplanes. So the capacity
| we must reckon with is not 100,000
| planes a year. It may be 25,000
;or 30,000, but it is not 100,000.
" The vast plants that cost such
‘billions of dollars do not belong
‘to the aviation industry. They
‘are not carried on the balance
‘sheets of our principal producers.
. ‘They belong to the Government
! 'and’its agencies.and .they -have
‘served their purpose in most cases.
| “They have won theé ‘war. What
\ ‘becomes of them is important "to
the taxpayer, but they are not in:
‘most cases -the. problem, of  the
'stockholders of aviation compa-
nies. "l o

The

¢
.

_its problems of ‘contract termina-
‘tion and cancellation and -the

.headaches of cataloging, disposing |,
of, or storing millions of dollars of;
.inventories. But again, rememberi|’
that in most cases these millions||’
_are not the stockholders’ money.i -

‘They are the Government’s money
ias under cost-plus-fixed-fee con-
‘tracts the aviation companies are
‘agents, not principals. They are
‘expected to be faithful and honest
.agents, but their financial respon-
.sibility is limited.

In order to prove that there is
‘a profitable . future for aviation,
Mr. Sleeper went on to-say that
if peace were declared tomorrow,
it ‘would be as difficult to stop
_the momentum of the aviation in-
dustry as it would be to stop the

momentum of Niagara Falls. When |-
“he was a pilot.in 1917-1918 ‘and !

survived the last war with-28,000
other pilots, he found no aviation
industry - in any modern sense.
“When he returned home the only
‘planes in this’ country at the end
of the last war were open-cockpit
affairs of wood and fabric, un-
‘comfortable, underpowered, un-
reliable and unsafe.

We had few airports, no lighted
runways, no radio beacons, almost
.no weather service, no parachutes
and almost none of the modern
flight instruments.- There were no
airlines.

hitized for FRASER
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(Continued from page 2466)

When this war ends, however,
aviation will find airlines girdling
the entire globe, Oceans are being
crossed hourly by carriers of the
Air Transport Command and great
airfields with  every modern in-
stallation are found in even the
most remote places of the world,
Many. miracles .have happened in
this industry as, for example, en-
gineering. War, opened the doors
of aviation to thousands of bril-
liant engineers who might never
have entered the little industry it
used to be. They have brought
developments in-design, efficiency,
speed and safety that
might not have come in 20 years
of normal growth.

In production, the industry that
never .made. a_plane except by
hand found itsed able to apply
every known technique of mass
production. Its output of $25,000,-
000,000 contrasts with the $4,500,-

000,000 of the best year the auto-
mobile industry ever knew in
peacetime, ; It has developed pro-
duction'techniques of ‘its own that
when ‘they become' known will

'astonish the world.

He predicted that the most start-
ling ‘business news for the bal-
ance of this year will be the reve-

lation of what is now happening |i
‘to- operating costs in the aviation|

industry.- By way of illustration,
announcement, will be made to-
morrow' that Republic Aviation
Corp.’s Farmingdale'plant, with no
change ‘whatsoever in the output
of Thunderbolts, employed 1,000,~
000 -less manhours in April than
it' did in November for.the same

four-week period of production.

The next question which Mr.
Sleéper took up had to do with
sales outlets of the post-war pe-
riod, In this connection he felt
that war has gone far to answer
the question. Uncle Sam has gone
into every nook and corner of our
great land and has tapped on the
shoulders of over 200,000 of the
best.of our youth. He has said,
“Young man, how would you like

to fly?” Then he has given them

not eight or ten hours of instruc-
tion that we. used to buy for them
during the last war, but a com-
plete education in flying costing
$25,000 to $30,000 and requiring
250-300 hours of flight instruction.
These young men are the future
leaders of their communities, They
will convert all America to fly-

ng. :

There will be nearly 3,000,000
young men and women whom
Uncle Sam has taught to be avia-
tion technicians, servicemen and
mechanics, helping the  flyers.
Most of them know no other trade
other than aviation and they came
from every walk of life, They
will buy planes themselves. They
will sell and service planes; oper-
ate airports and help build up
America’s network of air freight,
air mail and air passenger lines.

Three great markets are now
open to all efficient, well-managed
companies in their post-war plan-
ning. The first is military and,
in his opinion, the Army and Navy
will not stop buying planes be-
cause of the signing of a peace
treaty in either Berlin or Tokio.
Huge experimental contracts al-

ready placed with many aviation
companies.inndicate the thinking
of our military leaders, The sec-
ond is commercial, and it covers
the world. -In this field come the
air lines, the cargo ships, the
tramp liners, and still undreamed
of applications of flying trucks to
private business. Finally, the per-
sonal-plane market, which has
tremendous potentialities.

Post-War Tax Cushion

Vilas & Hickey, 49 Wall Streef,
New York City, members of the
New York Stock Exchange, have
prepared an interesting summary
of I. C. C. “Monthly Comment” in
which the cushioning effect of re-
funds from present high income
and profits taxes for railway cor-
porations should not be over-
Jooked in ‘considering the possi-
bility of railway deficits accom~
panying a decline of traffic which
might develop ‘after the close of
the war. i . ¢

Copies of this interesting dis-
cussion of the situation may be
had from Vilas & Hickey upon
request.

This announcement is not an offer of securities for sale or a solicitation of an offer 1o buy securities.

e United States of Brazil

, ";(Estados Unidos do Brasil)

et i >  ‘  ‘ ."Tt@:‘Holders of Dollar Bonds

. aviation _ industry, Mr. |
.Sleeper, admitted, has ahead of

" issues.

The public- had never |
flown so aviation: had very little |

~HE United States of Brazl,’ pursuant-tq-bcciee-
" Taws No. 6019 of 1943"and No.: 6410 of 1944,

offers to the holders of all outstanding dollar bonds - "
of the United States' of Brazil, its States (other than

Ceara) -and -Municipalities the right to elect;one of
the two plins referred to-below, - . -

PLAN A:- Holders may retain- their existing bonds

in their full principal amount, but with certain modi----
fications, including a* reduction in interest from: the
original interest rates to'rates ranging' from 178%. to

31555, changes-in sinking fund and redemption pro-
* visions, and an extension of the maturity dates.. Re-

* . sponsibility for the payment of interest, sinking fund -
and principal will remain.with, the respective issuers. |

. of the original bonds. " -7

“ PLAN B: Holders may~surrender- their -bonds:and

*receive ini exchange for each '$1,000  principal amount
thereof, cash payments ranging from*$75 to $175 and
new United States of Brazil 3%4% External Dollar
Bonds of 1944 in the principal amount of $800.in the:

"~ case of Fedéral Goverament loans and the State of

" San Paulo Coffee Realization Loati‘of 1930 and in the’

principal amount of $300 in; the case’ of all ‘other
e antdad, af bedi
cot Y eeogizyd W0

GENERAL: = The Offer under:PlancB:expires on

December 31, 1944, and any’ holders ot electing o

accept the cash payments and new"bonds on or”prior

to that date will be deemed to have accepted Plan'A.

The United States of Btazil also offers to pay-all

unpaid interest coupons or instalments of interest due

-~ prior to. January, 1, 1944 on any of the bonds at the

" reduced ‘rates provided by the: Offer, and to redeem .
Bonds of 1922 on the basis of

the State of Ceara 8%
129 of the principal amount thereof.

Considerable delay may be expected, due to vpiume

"1 of work, in redelivery of bonds under Plan"A and in-

delivery of new bonds under Plan B.. :

Copies of the prospectus containing the Offer and of.
transmictal letters may be obtained by bondholders

from the respective Special Agents of the. Govern-

ment for the several issues:at their offices in New
(843

i i

o

VALENTIM F., BOUCAS, Economic Advisor of Brazil
- ' CLAUDIONOR DE S. LEMOS, Compiroller General of Brazil

such issues are:

Title of Issue
U. S. of Brazil 8% of 1921
U. S.of Brazil 7% of 1922
U. S. of Brazil 614 % of 1926
U. S. of Brazil 614 % of 1927

 U.S.of Brazil 5% of 1931

State of San Paulo 7% of 1930
(Coffee Realization)

State of San Paulo 8% of 1921
State of San Paulo 89 of 1925
State of San Paulo 79% of 1926
State of San Paulo 6% of 1928

State of Minas Geraes 614 % of 1929 .
State of Maranhao 7% of 1928
State of Pernambuco 7% of 1927

" State of Rio de Janeiro 614 % of 1929
State-of Parana 7% of 1928:0. .

“City of Riode Janeiro 8% of 1921
(Federal District)
" City of Rio de Janeiro 615 % of 1928
3 (Federal District) .
.City of Rio de Janeiro 6% of 1928
(Federal District)
- City of Sao Paulo 6% of 1919 ~

City of Sao Paulo 8% of 1922

~ City of Sao Paulo 614 % of 1927

- City of Porto Alegre 8% of 1922
City of Porto Alegre 712 % of 1926
City of Porto Alegre 7% of 1928

ArEY

- For the United States of Brazil:
ROMERO ESTELLITA, .
Delegate of the Brazilian Treasuty in New York

‘Special Representatives for Brazilian External Debt Adjustment -

State of Rio Grande do Sul 8% of 1921
State of Rio Grande do Sul 7% of 1926
State of Rio Grande do Sul 7%of 1927

State of Rio Grande do Sul 6% of 1928
State of Minas Geraes 615 % of 1928 5

State of Santa Catharina 8% of 1922

<.} York City. No bonds should be forwarded 10 the Special Agents unless
accompanied by appropriate transmittal letter. The Special Agents for

Special Agents

Dillon, Read & Co.
Dillon, Read & Co.
Dillon, Read & Co.
Dillon, Read & Co.
Dillon, Read & Co.
Schroder Trust Company

J. Henry Schroder Banking Corporation
J. Henry Schroder Banking Corporation
J. Henty Schroder Banking Corporation
J. Henty Schroder Banking Corporation
Ladenburg, Thalmann & Co.
Ladenburg, Thalmann & Co.

The Chase National Bank
of the City of New York

White, Weld & Co.

The National City Bank of New York
The National City Bank of New York
Bankers Trust Company

Jer L
6 ‘White, Weld & Co.

City Bank Farmers Trust Company

4. "'Thé Chase National Bank

of the City of New York
Halsey, Stuart & Co. Inc,
Dillon, Read & Co.

White, Weld & Co. and

Brown Brothers Harriman & Co.
White, Weld & Co. and 2

* Brown Brothers Harriman & [0/ 7

The Chase National Bank

of the City of New York
City Bank Farmers Trust Company
First of Boston International Corporation
Ladenburg, Thalmanin & Co, = TE ¥
Ladenburg, Thalmann & Co.
Ladenburg, Thalmann & Co.

| The Government bhél.s“f‘aisﬁpinted Dillon, Read & Co. to make the payments to the
L+ holders of the State,of Ceara 8% Bonds of 1922, referred to herein.

New York, Junel3f1344 B

o offer at the end of the last' war. I*-

J1 0. tookn ed it
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Mobility Factor In State Tax Bases

(Continued from page 2466)

in other States to save a theatre
or amusements tax. i
The extent to which a. State
© tax may be avoided in this fash-
ion depends upon what we may
- call the “mobility” of the tax
base or of particular elements of
the tax base. This factor of
mobility in State tax. bases has
received very little attention from
fiscal writers.. Articles on estate
.taxation, personal income taxa-
“.tion, and corporation taxation
drequently discuss cut-rate com-
petition among the States .as a
.problem. associated with these
- faxes, but none has analyzed the
.problem in the light of its cause—
the relative mobility of elements
.in the tax base. I must’ confess
to having written several times
upon Federal-State and interstate
‘tax relations without ever having
isolated this factor of tax -base
.mobility. as an important factor
.in the problems involved. Indeed,
* the only fiscal authority who, to
my knowledge, has come within
hailing distance. of recognizing
- tax base mobility as a significant
tax topic is Professor Groves: in
his “Financing Government” (p.
500) he touched upon it, yet in.the
monumental Treasury report on
“Federal, State and Local Gov-
ernment Fiscal Relations,” 78th
Cong. 1st Session, Sen. Doc. No.
69, 1943, written under his super-
vision, there is absolutely no
mention of mobility of State tax
bases as a factor in Federal-State
or interstate tax relations.

Variation in Mobility of State
Tax Bases

-Our problem is not an.esoteric
one, based on little-known or
obscure ‘data, All the facts .in-
volved are matters of common
knowledge., Our task is only to
organize. a body .of common
knowledge in classified order, and
to draw certain obvious conclu-
sions from this classification.

Property-Base Taxes

A piece of real estaté can not
be budged an inch from its loca-
tion, no matter what tax burdens
are imposed upon it, Its mobility
is zero.

Tangible personality “has un-
limited . physical mobility, but
from a tax viewpoint the signifi-
cant point is its use mobility.
Home furnishings, farm imple-
ments and livestock, and inven-
tories will not be given a location
determined by tax considerations
if such location robs them of all
utility to the owner, In general,
we may say that the mobility of
personal :and -farm “tangibles is
identified with the residence mo-
bility of the owner. Only fairly
wealthy . individuals have ' any
significant degree of -residence
mobility for purposes of tax mini-
mization, and tax burdens based
on personal tangible property
ownership—even death tax bur-
densl—are not ordinarily of suffi-
cent magnitude, even: for the
wealthy, to instigate a shift of
residence accompanied by a phys-
ical transfer of personal tangible
property to minimize the tax on
such property. :

Business tangibles may be mo-
bile in two ways. They may be
transferred from one tax juris-
diction to another by transfer of
the enterprise itself. As we shall
note below, there is wide varia-
tion in the relative mobility of
business enterprises, and there
are certain types that do have
considerable mobility, The tan-
gible ‘property owned by such

enterprises therefore may be con-

sidered relatively mobile in rela-
tion to taxes based on tangible
property values. The New Jersey
tax on personal property, for
€example, offsets New York cor-
poration tax burdens for certain
classes of enterprises, ‘and con-

1 Except in a very few States, estate or
inheritance taoxes are not constitutionally
property taxes, but they are none the less
taxes measured by property values in the
act of transfer.

-cerns that might otherwise locate
in New Jersey to avoid the New
York ‘corporation tax do not do
so because of the New Jersey
tangible property -tax—property
mobility in such cases counteracts
business mobility.

The second manner of business
tangibles mobility acquires prom-
inence in property tax assess-
ment. If inventories are valued
as of a given assessment date,
taxed concerns may so manage
their purchasing, production or
shipping scehdules as to have ab-
normally low inventories on the
assessment date. This is mobility
in time rather than mobility in
space, but it is a case—albeit a
rather special one—-in our analy-
sis of tangible property mobility.
The States have had to meet . it
by . providing - that -inventories
shall be valued at an .annual
average, instead of as of .a spe-
cific - date. :

Intangible personalty owned by
individuals is mobile to the extent
that personal residence is. Indi-
viduals of moderate means, whose
residence is firmly determined by

their jobs or their business oper-.

ations, in general have little
choice of residence location, and
their intangible personalty may

be considered relatively immobile.

But there are exceptions to” this
generalization where a metropolis
in one State is located within
commuting distance of the boun-
dary of another State. The in-
tangibles of men of medium
means who work in New York
City or Philadelphia must be
deemed relatively mobile. And
when we cometo individuals of
substantial wealth, particularly to
those of advanced years who have
retired from active business par-

ticipation, we find that they and
their intangible personalty “have
the mobility of quicksilver. Any
attempt to assess their intangibles

under a property tax, or to sub-|

ject. them to a. State death tax
rate’ in excess of the Federal
credit, tends to:drive them to a
“tax haven” State. o

The mobility . of intangibles
owned by corporations depends
upon the situs-attributed to such
property. In jurisdictions where
the -courts construe the doctrine
of -mobilia sequuntur. personam
to. attribute a corporation’s in-
tangible -personalty - to the State
of its incorporation, the mobility
of the intangible property is: de-
termined -by - the - freedom of
choice among States of incorpo-
ration, and this is high. Where the
domicile of a corporation is con-
strued as its “business domicile”
—the' State “of its principal “of-
fice “~or where intangibles ‘can
receive a“business situs” through
association with the corporation’s
business activity, the mobility of
its intangibles becomes identified
with the mobility of business lo-+
cation, which will be discussed
below. Where the value of a
corporation’s -intangibles enter
through allocation into a “capital-
employed-in-the-State” tax base,
intangibles mobility is also iden-
tified with business mobility.

. Personal Income Taxes

Income from salaries and occu-
pations has a' double situs—at
source, and at the residence of
the recipient. When taxed ex-
clusively on a source basis, such
income has no more mobility than
the source itself, and the mobility
of jobs and occupations, as in-
fluenced ' by - taxation, 'is slight.
When job and occupation income
is taxed exclusively on a resi-
dence basis, its mobility is equiv-
alent to the residence mobility of
the recipients. We have already
noted that the residence mobility
of employed individuals is rela-
tively -slight, except where- a
metropolitan center is within
commuting distance of residential
areas in other States. This last-

noted element of mobility dis-
appears, however, if a State in-

| bile?

come tax is levied on the double
basis of source and residence. . -

Investment income generally is
taxed by the States only on a
residence basis.2 Hence its mo-
bility is determined by the resi-
dence mobility of the recipients.
When received by an individual
who is employed or active.in a
business of his own, investment
income is mobile only if a non-
taxing or lower-taxing State is
within commuting distance of a
business .center in the taxing
State. This exceptional  situation
constitutes a very important and
unavoidable weakness of the New
York income tax, because of the
proximity of New Jersey and
Connecticut to New York City.
When investment income consti-
tutes the sole income of the re-
cipient, its mobility is. of the
highest order. Except for ties of
sentiment or habit, the recipient
is free to establish residence in a
“tax haven” State and avoid all
State income taxation.

Corporation Taxes
Through allocation procedures,
State corporation- taxes, whether,
measured by income, or. capital
stock, . or capital .employed, ‘- or
corporate excess, are - generally

determined. by the proportion of

a " corporation’s. business- done
within the taxing State. ‘To what
extent is ‘“doing business” mo-

If mobility is construed solely
in an active sense—the possibility
that an enterprise will shift from
one  State - to -another—we . can
agree that manufacturing func-
tions are relatively immobile. No
existing tax differentials between
States would warrant a corpora-
tion in abandoning or selling at a

sacrificé the site and - structures

of a going factory, transporting
the ' equipment, moving its labor
force or hiring and training a
new force, and arranging  totally
new purchasing and transporta-
tion schedules. But the 'manu-
facturing function may embody
considerable passive or potential
mobility. When the issue arises
of “establishing a new factory or
closing a war production factory,
a corporation will certainly ‘give
weight [to relative tax burdens;

.along with labor considerations,

relativei costs: of power and
freight,iand other factors, in se-
lecting the State in which the new
factory | will be located. . When
business associations protest the
rates of a -State corporation-tax
and claim- that it is “driving
manufagturing out of the State,”
they generally grossly exaggerate
the effect of tax burdens on man-
ufacturing location, but recogni-
tion of | this exaggeration ' should
not 'blind us to the presence of
some elements  of - mobility in
manufacturing location.. .., .
The selling activities of manu-
facturers and wholesalers,. under
the allocation formulas- currently
used in State corporation’{axes,
are generally an important factor
in determining the amount of tax-
able income or capital attributed
to the taxing State. Where sales,
for -allocation purposes, are at-
tributed to: the State wherein is
located :the office through which
the 5ales are made, considerable
mobility may enter into this sales
factor of the allocation formula.
An enterprise with an interstate
market: may have. considerable
choice jamong cities in several
States as to ‘where it will locate
a regional sales office. The effect
of such location upon the corpora-
tion’s tax burden, by determining
the attribution of sales and hence
the. allocation of taxable income

or capital -to one State or the|.

othpr, may exercise considerable
weight in determining such sales
office location. This sales office
mobility, moreover, is not merely
potential or passive, as in the case
of manufacturing mobility, but
may be definitely active since the
dislocations involved in shifting
a sales office are much less dis-

2 Wisconsin’s privilege dividend , tax is
gﬂv;‘ed as an exception to this generaliza-

turbing . them would be those in-

s|volved: in.a manufacturing . shift,

If sales attribution in an alloca-
tion  formula is determined in
some other way—if sales are at-
tributed to the State where the
goods are manufactured, or to the
one where they are. stored prior
to sale, or to the State where the
customer is located—selling activ-

ity mobility is reduced or com-|

pletely eliminated.

Retail merchandisers and serv-
ice enterprises are relatively im-
mobile. Their- locations are de-
termined by. the proximity or
convenience of their customers. A
department store, a beauty par-
lor, a theatre, could not move
across a State line—even a nearby
State line—and expect its cus-
tomers to follow it. There may
be . some business service .enter-
prises to whom the conveniences
and accessability of a metropol-
itan address are not essential, and
which may accordingly enjoy
some freedom of movement, but
these are probably exceptional.

Retail Sales Taxes
When a retail sales tax is not

-supplemented. by a use tax, the

situs:of the .sale, and hence its
taxability, is generally deter-
mined by the location of the

seller, . "Customers may have

some discretion of choice among
sellers, according to their loca-
tion, in'the purchase of certain
types of commodities.- Purchasers
near a State boundary may buy
from stores across the boundary
line.  Out-of-State ~mail ~order
houses may be patronized. This
interstate choice of customers as
to sellers may be view as giving
an element of mobility to a retail
sales tax base.

.- A supplementary use tax, to the
extent that it is enforceable and
enforced, eliminates this element
of retail sales mobility. Tax lia-
bility then is determined primar-
ily. by the residence of the cus-
tomer. - People who are employed
or have business occupations
have, as we have seen, little mo-
bility of residence. . For the re-
cipient of a substantial investment
.income, the burden of a retail
sales tax measured by that in-
come is likely to be too small to
constitute an incentive to shift
residence. To the 'extent that a
use tax is evaded, however, some
degree of mobility inheres in the
sales base.

‘Significance for Federal-State
- Tax Relationships

. One of the solutions most fre-
quently advanced for the problem
of Federal-State tax relationships
is separation of the tax sources
for the two levels of government.
In rare “cases . this proposal is
made as an overall solution; more
frequently it is indicated as one
arrangement that must be a part
of any  general solution of the
problem. f

" Various bases for dividing avail-|

able taxes between the Federal
Government and the States have
been suggested—historical prior-
ity of imposition, “breadth” or
“narrowness” “of a
“suitability,” and relative - effi-
ciency of the two levels of gov-
ernment in administering par-
ticular kinds of taxes. Nowhere
in any of these discussions, except
very indirectly ‘under the topic
of “suitability,” has consideration
been given to the factor of tax
base mobility. Yet, as the fore-
going. discussion has indicated,
mobility of tax base is an impor-
tant determinant of whether a
State can make effective use of a
particular tax. ! ) .
Mobility of -the base weakens
or even nullifies the application
of a heavy State personal income
tax to large investment incomes,
Along with other more familiar
arguments, this consideration
could be advanced in support of
turning personal income taxation
over exclusively to the Federal
Government or providing a credit
arrangement in the Federal per-
sonal income: tax similar to that
in the Federal estate tax, Or this

“ T

tax base,

factor of investment income mo-
bility might be made the basis of
a proposal to have the Federal
Government tax large incomes,
only while the States limited their
taxes to small incomes,. or to con-j
fine the Federal tax to invest-
ment - income while State taxes
were confined to personal com-
pensation incomes, ' 1]
Similiarly, the mobility of the
intangible elements of large es-|
tates becomes a supporting arg
ment for continuation of the Fed,

It would also support pr
posals for the Federal Gover:
ment to limit its estate tax to
large estates while the States lim-
ited their death taxes to small]
estates. : "

The mobility of amusements
and  personal -services,, as noted|
above, is practically zero. This!
consideration makes them an]
ideal field for State taxation. Here|
is the strongest possible ground
for asking the Federal Govern-
ment to withdraw = completely
from this field, so as to leave, it]
free for exploitation by the States,
< The retail sales-use tax, when |
effectively administered, has'.a
base .embodying relatively little
mobility.- On this count it -is
suitable for State exploitation.
The Federal Government should
be persuaded to refrain from im-
posing sales taxes so ¢hat, if this
type of tax is to be developed at
all, the States may have the bene-
fit of it. i
Significance for Interstate Tax

. Relationships \

To avoid double personal in-
come taxation as  among' the
States, it has often been pror
posed that they. should -confine
their taxes to a single jurisdic-
tional base—either ‘' residence . or
source of income. Our -earlier
analysis indicated that personal
compensation and occupational
income has practically no mobil-
ity when the tax is imposed on a
source basis, but for States with
metropolitan-areas: close ‘to their
boundaries it may have consider-
able mobility if the tax is imposed
on a residence basis. This con-
stitutes an argument against, uni-
form State personal income taxa-
tion on-a sole residence basis.. It
is ‘also .an ..argument against
double-basis taxation with recip-
rocal .exemption of non-resident
income, . since such an arrange-
ment. in. effect transforms the
basis of the tax exclusively to
residence as between the recipro-
cating States. If mobility of per-
sonal. compensation and occupa-
tion income is to be eliminated
under reciprocity, it must be by
provision' of a credit granted by
the source State for the tax im-
posed on the disputed income by
the residence State. .

Significance for State Tax Legis-
lation in General )

The base of every State tax
should be examined to determine
whether any'significant elements
of mobility inhere in it, If mo-
bile elements are discovered in
the tax base, an effort should be
made to “freeze” them by supple-
menting the tax base in some
way. If they can not be so frozen,
then the rate of the tax must be
set so low as not to stimulate
these mobile elements to flighf.
The penalty for ignoring mobility
in a State tax base is not merely
a loss of revenue. The loss of the
mobile elements constitutes an
adverse regulatory effect of the
tax, weakening the State. eco-
nomically and perhaps socially. '
The possibilities of freezing. a
mobile” element in a State tax
base by supplemerital extension
of the base have already been
indicated in the case of the per-
sonal income tax and the retail
sales tax. Elements of mobility
In personal compensation and
occupation income under a resi-
dence-base tax can be frozen by
bas_ing the tax on source as well
as income. Elements of mobility
in retail sales can be frozen by a
supplemental use tax. Another
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f;y'striking example of such “freez~
I'ing’* is offered: by the New York
| 'stock -transfer tax. It has fre-
\]‘quently been suggested that the

basis ‘of this tax be changed from

1o sales alone, to eliminate the
competitive disadvantage suffered

R York. But analysis of the busi-
‘ness: of stock trading indicates
that many stock sales are now
effected in the. State only be-
cause it''is a matter of indif-
‘ference, so far as the tax is
‘concerned,‘where the sales trans-
‘action = occurs, since the book
| transfer is made here and estab-
‘lishes tax liability anyway. But
| were. the .act of ‘book transfer
(“freed of ‘tax liability, these' sales
‘transactions  would  be effected
“out  of the State. New York
‘would lose not only an element of
‘tax revenue, but an element of
‘stock . trading -business now en-
| Joyed by New York brokers and
institutions. ' The stock ' transfer
{‘business - itself . embodies some
(- mobility, and the tax has driven
l-an element. of this business: out
»of New York.. But analysis shows
‘that the stock transfer business is
,,less. mobile that the stock trading
l', business, so that the' freezing of
|itrading mobility by the supple-

i mental transfer base of the tax is
Lva. greater gain than the. stimula-
rtion ' of. the transfer mobility.

|+ This issue of  mobility enters
| not only into tax base determina-
i tion, but may also affect other
| phases of State tax framing. We
! have already noted how it dic-
i'_tates assessment of inventories on
(“an annual average value instead
~of on a given assessment date. It
|‘comes to the fore in corporation
w_’tax allocation.. The New York
| “Tax Commission recently decided

~against attributing sales, for allo- |-

‘cation ' purposes, to  the State

'where the sales office is located—
“-the .most ‘common’ type of sales
“‘attribution in corporation tax al-
' ‘location—because it was realized

that ‘sales office' location is a
! rather mobile factor, and such an

‘allocation provision would induce
- a number of corporations to shift

-their regional sales offices out of
:_‘New York.3 Too rigid a defini-
- 'tion of a mobile class of business
' ‘classified for preferential tax
| treatment may likewise send bor-
| ‘derline . concerns. flying across
- state boundaries. New York has
“'had this experience in applying

its corporation franchise tax. to
' “investment. trusts.

Conclusion

A problem recognized as such
is already partly solved. It is sub-
mitted that a number of trouble-
some problems in the field of
state taxation involve this factor
of tax base mobility. Recognition

' of this factor for the part it plays
and the limitations it ‘places on
state taxation may spot one of the
trouble-breeding elements in this
tax field, and clear some ground
“towards improvements of state
“tax .systems.

{3 The point is more fully discussed in
William J. Shultz, ‘“‘Sales Attribution in
State Tax Allocation. Formulus,”. Bulletin
‘of the National Tax Association, February,
1944, pp. 153-157.

" N. Y. Analysts To Hear

" At the luncheon meeting of the
New York Society of Security .An-
alysst, Inc.'scheduled for June 16,
Herbert Wyeth of Shields & Com-
pany will speak on the outlook for
the Baltimore and Ohio Railroad.

|, On-June 20,-Joseph Stagg Law-
‘rence, Vice-President of the Em-
‘pire Trust Company, will discuss
the stock market and inflation,
. “All . meetings ‘are held at 56
Broad Street, at 12:30 p.m.

_ Lazard Freres To Admit

"t Louis N. Singer will be ad-
“mitted to partnership in Lazard
 Freres & Co., 44 Wall Street, New

| sales and transfers in New York |-

| by transfer agents located in New |.
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REPORTER'S
REPORT

Likening the long battle to a
prize fight of the old bare-knuckle
days, Carl E. Newton, President
of .the Chesapeake & Ohio Rail-
way, reviews the struggle. over
competitive bidding for railroad
securities in the. current issue of
the road’s monthly publication
“Tracks.” ;

Terming the opponents brainy,

brawny and tough, and veterans
of many hard-fought campaigns
in the world of industry and
finance, who neither asked nor
gave quarter, he .referred ‘to:
them as masters of “all-round
ring. strategy,” referring pre-
sumably to hearings before the
Interstate Commerce ' Commis-.
sion, - ; ¢
Stripped of all its complicated
language, Mr. Newton - contends
that railroad ' financing . is . basi-
cally the same as any other busi-
ness, such. as selling cigarettes,
refrigerators, - railroad tickets ‘or
other articles of commerce.
The railroad, he points out, has
its own organization, and the in-
vestment - banker- likewise. The
latter “he likens to the ‘“middle-
man.” The railroad sells the bonds
to the banker for cash and the
banker worriés over wholesale
and retail distribution. ‘That was
under the ‘old order  before the
recent ICC' decision, when ‘the
banker was consulted and advised
the road on price and terms and
invariably, Mr. Newton says, pur-
chased the bonds.

Under the new order of
things, he declares, the railroads
call in the banker in a pro-
fessional” capacity, much as the |
average person- calls a doctor
or lawyer for advice.. Once the
deal is set up the roadis free
to call for competing bids.

Reviewing the financing op-
erations of the C. & O., since
the present management’ as-
sumed control in 1937, :as jus-.,
tification for competitive bid-.
ding, he asserts that the road
“has been saved many millions :

of dollars, noting that on one_
deal involving $30,000,000 - of :
'bonds in 1938 the road realized

a saving of $1,350,000 by shop-:.
ping around for a better price

than initially offered by nego-
tiating bankers, i

Several ~underwriters  pointed
out  that Mr. Newton does' not
discuss the status of the investor
under the competitive  bidding
procedure in his article and said
they felt this phase of the sub-
ject is the old controlling one.

. Step by Step .

The question of . whether the
U. S. Treasury has the right, un-
der the law, to tax the income
from bonds issued by the Port of
New York Authority and the
Triborough Bridge Authority ad-
vanced - another step nearer - the
final decision this: week when the
case was taken up for a ruling by
the U. S. Circuit Court of Appeals.

This is the case, a test ven--
ture, involving the interest on
bonds held by two estates which
already has been through sev-
- eral legal phases, with the U. 8.
Tax. Court holding that : the"
Treasury had no right to impose’
such taxes and ruling that:the"
» two issuing authorities: are. po-:+
.litical subdivisions of States.’ "

$8,000, but the ruling by the "Ap-
peals Court will - affect. ‘bonds
totalling . $178,871,000 of the Port
Authority and $53,000,000 of ‘Tri-
borough Bridge issues. v y

In Pretty Good Shape
Underwriters and their dealer
organizations evidently did a good

| The ‘ case - itself involves only’

o

.
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of:the Fifth War Loan Drive now
steaming ahead under full power.
Judging ' by response to in-
quiry among several of the
larger - organizations: there is
very. little in the way of un-
digested corporate bonds re-
maining in dealers’ hands.

This, however, does not appear
to hold altogether in the munic-
ipal  field, where it is said that
some sizable lots are around,
chiefly in quarters where trading
is a sizable factor in the business.
Then the recent sales out of port-
folios by some large institutional
investors' have tended to build
stocks a bit.

Keeping the Wolf Away ,
_The' investment world.is lock,

‘I stock and barrel behind the Treas-

ury’s: new - war financing. But
there naturally are spells of dull-
ness in that direction which give
banking. firms an opportunity to
eke out a bit toward meeting
overhead which goes on just the
same,

../New. issues. are regarded. as

out -of the question “for the

‘duration,” as.bankers put . it, of

the loan drive. A corporate un-

“dertaking . of any size would

" come these days with a consid-

“erable element of surprise.

But.here and there, as the oc-

inclined toward taking a position
in blocks -of “selected bonds ‘and
proceeding to retail them, ‘much
the . same as the ‘course pursued

dinarily.

Morgan & Co. Expands
R D e

Invesiment Aclivily

LOS ANGELES, CALIF.—Gen-
eral expansion of the activities of
Morgan & Co., 634 South. Spring
Street, members of the Los An-
geles Stock Exchange, was an-
nounced recently by . Emerson
Morgan, head of the firm.

" A Beverly Hills office has just
been opened at 9437 Santa Monica
Boulevard and Sydney H. Stroud,

prominent investment man, has
been named Resident Manager.

18S. J. Small, Jr., one of the best-

known investment banking exec-
utives. in:California, was recently
appointed ‘Manager: of the firm’s
investment, department.

“Mr. Stroud has a comprehensive
background. of securities experi-
ence, having been affiliated with
leading investment banking houses
in Los Angeles for the past seven-
teen years.

'+ Mr. Small brings to his new post
more than 20 years of investment
banking experience. Until recent-
ly, he was Vice-President of one
of the largest Pacific Coast invest-
ment houses, and prior to that
was, for fifteen years, an execu-

“York City, members of the New !job of clearing away unsold' bal-

York Stock Exchange, on June 30.
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ances of recent issues in advance

tive with a leading state-wide
securities organization.
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Prudence?”

. “Prudence is a good thing,” writes Lord, Abbett in the current

_ “Like every other good thing, though, too high a price can be
paid, or too much can be bought. Especially so when it comes to
investing- in securities.” The discussion stresses the steady contrac~

tion in the total available supply of quality investments. “Individuals, -

faced with the prospect of losing¢
more of their ‘investments, and

aware that idle funds in the hands

of investors generally are increas-

ing, may well ask themselves just

how ‘prudent’ it is to keep more

than a modest uninvested cash re-

serve.”

. “As bond yields feel the im-
pact: of .expanding demand on
shrinking supply; a  wider. in-
terest in better grade stocks will
develop, Is the time at hand to
replace a degree of prudence
with a measure- of courage?”

In a letter to dealers, Lord, Ab-
bett lists the'yields afforded on
the various funds under that com-
pany’s sponsorship, based on June
1 prices and dividends paid dur-
ing 1943. Here are the figures:

From Net . From
Investment Realized
Income Profits
2.89%

2.42

5.73

1.44

Total
6.52%

2.05

3.08

&
A new booklet entitled: “Pro-
fessional ~ Investment .. Manage-
ment” has been published by. Na-
tional Securities & Research Corp.
The booklet reviews the need for
professional investment manage-
ment and introduces by means of
pictures and short biographies the
executive personnel of National
Securities. & Research = Corp.’s
Economics and Investment De-
partment. A series of pictures
showing the general offices of the
management round out the pre-
sentation.

Nationai Low-Priced Stock Ser-

ies is recommended “for profit” in
the current issue  of National
Notes. A series of price compari-
sons between the performance of

Prospectuses upon request

National Securities &

Research Corporation §
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the Dow-Jones Industrial Average
and National Low-Priced Stock:
Series support - the statement:
“Low-priced common stocks are’
characteristically = fast . movers:
marketwise, they have market.
velocity far beyond the average.”.
" The current issue of Investment
Timing devotes considerable space’
to ‘a discussion of the Fifth War
Loan. ‘All pertinent details of the"
securities being offered are given.~
The sixth and seventh in a series-
of articles on “Scientific Develop=
ments from the Investor’s View- -
point” are also contained in this
issue. " Article VI is entitled “Air-
Conditioning, Refrigeration and:
Food Preservation.” Article VII
discusses “Plywood and Insula-
tion.” ; .
5 * ] " § E
Hugh W. Long & Co. uses charts
in the current issue of The New
York Letter to demonstrate that.
“Averages Tell Only Part of the
(Continued on page 2486)
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"The Future Of American Exports

(Continued from first page) - .

declined to such, an extent that
we sold abroad $873,000,000 worth
—1less than we had in 1913.

Before joining the ranks of the
enthusiasts who see .enormous
profits to be made from post-war
export trade, it.may be well,
therefore, to examine these pros-
pects somewhat critically.

We should seek an answer to
the following questions:

What are the prospects of our
foreign trade? .

What problems may arise?

What may we do so that our
export trade may develop accord-
ing to sound lines, so that our for-
eign activity may benefit our-
selves and accrue as well to the
benefit of the world outside the
United States? # :

No one can deny that the needs
of the world will be fantastically
large once the war is over. The
destruction on the continent of
Europe will be written not in bil-
lions but in terms of hundreds of
billions of dollars. Port installa-
‘tions, rail and water transporta-
tion facilities, highways and
bridges, will be severely damaged
if not totally destroyed. Factories
will have been wrecked, and many
plants in the occupied countries
have been dismantled and tran-
sported into Germany. :

-Entire cities have been: wiped

out; water works, electric: power
plants, gas works will need to be
rebuilt. - Agricultural- machinery
will need to be supplied and cat-
tle herds will be almost non-ex-
istent. As far as civilian supplies
are concerned, they will be largely
destroyed or worn out.

A tremendous vacuum will exist
on the continent of Europe and
the demands for reconstruction in
Asia will further increase the
need for equipment,

But even the countries that
have not suffered from the direct
effects of the war will need to be
supplied.

Most of the countries of Latin
America have been deprived of
goods normally imported from
abroad. Like our own consumers,
they will be in the market for
radios, automobiles, refrigeration,
typewriters, and a long list of
other products they cannot as yet
- produce themselves. Indeed the
demand will be fantastic. It is
well, however, to distinguish be-
tween a potential demand and an
effective demand.

- A potential demand exists with-

out doubt. People will need and
will want to buy many ‘goods
which we are in a position to
supply. But that does not mean
that they will be able to buy.
Only adequate purchasing power
can translate this potential de-
mand into an effective demand,

What purchasing power will be
available? Because of the freez-
ing of the assets of the/countries
occupied by the Axis, we can
make a fairly accurate estimate of
the liquid funds held in this coun-
try by the countries of the Eu-
ropean continent. Not all these
assets can be used for purchases.
I believe it is reasonably correct
to state that not more than ten
billion dollars will be available..

Compared with the needs of the
countries involved, that is only a
drop .in the bucket. The damage
done to the industrial and eco-
nomic life of Europe during the
first World War was extremely
small as compared with today—
and yet during the first year of
peace, Europe imported more than
twenty billion dollars worth of
products. The ten billions which
will probably be available seem
very inadequate in the face of
these facts.

Moreover, if our government
measures intended to control
prices should, for some reason,
prove” ineffective, the purchasing
power of the European countries
would decline in proportion to
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the 'rise in prices in the United
States.

The situation today is much less
favorable that after the last war
since the industries of Europe- at
that time were in reasonably good
shape and could at once begin to
produce goods for domestic con-
sumption and for export. This
meant that the need for imports
was reduced and - the .ability : to
pay for the needed imports
through bank balances created by
means of exports existed almost
from the start.

Today things are different. It
will take some time before the
industries of the continent will
have sufficiently recovered. This
means- that for quite some time
the purchasing power of the con-
tinent will be limited to the liquid
assets held outside of Europe and
to the loans the countries can se-
cure. :

To a large degree, this will not
only limit purchases but will also
determine the character of these
purchases.  Since funds will be
limited, purchases must be care-
fully managed so that first of all,
the most essential rebuilding can
take place. Many of the govern-
ments in exile are now drawing
up plans for this reconstruction.

And first on the list are of
course, highways, ports, electric
services, and housing.

These come first not only be-
cause without their restoration,
industry could not function, but
also because this type of construc-
tion will -give the maximum of
employment for the money ex-
pended and will do so without un-
due delay. :

Now it is well to note that this
initial construction is all of a pub-
lic character. The purchases will
be made by governments for the
completion of public works. The
same reasoning applies to Russia,
China, and other territories in the
Far East. Russia will first of all
demand  capital - goods, such - as
machinery and machine tools, to
rebuild’ its industries. Recent in=
formation received from London
tells us that orders in excess of
two and one-half billion dollars
have already been placed in the
United States and Great Britain.
But again, the bulk of these pur-
chases represents not consumers
goods but capital goods. Unless
Russia’s policies have = changed
completely, consumers will be ex-
pected to make- great sacrifices in
order that the rebuilding of the
industrial life of the country may
be accomplished. in the shortest
possible time. As in the past, these
purchases will be made by gov-
ernment jagencies.

Not all purchases for the recon-
struction of ‘the continent will be
made by the governments. Some
will be ‘made by private enter-
prise but-.such private buying
must of necessity take place un-
der the strictest government con-
trol.

Strict control over imports, and
over foreign exchange, will be in-
evitable since purchases must be
limited at first to the more essen-
tial items and to such industrial
reconstruction as will create in
the shortest possible time export-
able goods. All this means that, as
far as the European countries are
concerned, private enterprise will
for some time play a relatively
small part in foreign trade. And
even where private concerns oper-
ate they will do so subject to gov-
ernment control. i

Many authors and speakers: on
the subject of foreign trade in this
country have, of late, come for-
ward with the message that we
must quickly return to an uncon-
trolled economic life, “We want
foreign trade on a private busi-
ness basis,” said one. The editor
of “Fortune” in the issue of May,
1944, goes further: “The present
drift of mankind is all the other
way, and the free enterpriser if he

is to breast it, must become a,

crusader in the medieval sense of
the word,” a

All I can say is: “medieval is
right.” It is indeed the height of
folly ' for "us to think that by
preaching. we can 'change the
course of the world. We, living in
a country that has mot suffered
from the war, with factories and
cities and transportation facilities
intact, can easily dream of cru-
sades. But' devastated Europe is
not likely to regard our message
as apl\alicable to their situation.

We'may as well face it, what-
ever we might like to see. Gov-
ernment control over trade abroad
will" exist, not from choice, but
from necessity. The way in which
the necessary credits will need to
be obtained may still further em-
phasize-the necessity for govern-
ment- control. Not many indus-
tries abroad will be in a position
to offer sufficient security to
make them attractive credit risks,
especially not: since these. credits
at first will be long-term transac-
tions. In order to enable indus-
tries to offer more acceptable se-
curity, the governments have be-
gun to assist their' industrialists
in a number of ways. An interest-
ing .development’ is the establish~
ment last fall of the Netherlands
Textile Center, Ltd, All the shares
of this new company are held by
the Netherlands government. The
administrative board consists en-
tirely of textile manufacturers.
The purpose of this corporation is
to purchase machinery and sup-
plies for the rebuilding of the tex-
tile industry in the Netherlands.

This may well become the pat-
tern for the ' reconstruction: of
many industries on the continent.
There seems therefore to be no
doubt that a large portion of the
buying and selling to be done by
the liberated countries will be
done for a considerable period of
time by government agencies.

In the Netherlands East Indies,
the Emergency Export Office will
be in charge of the selling abroad
of all the exportable products of
the Indies.

No one knows how long this of-
fice ‘will function; but it is felt
that for a considerable period; the
government will be ina more ad-
vantageous position to. dispose of
the products-of the Indies than
will be the completely disorgan-
ized private concerns.’ :

But even in England we can ob-
serve the same tendencies.- Re-
cently the chairman of the Board
of Trade-announced that the
United Kingdom Commercial Cor-
poration will continue to -function
after the war, This body was
formed in 1940 to counteract the
economic ‘warfare - measures by
means. of  which - Germany’ 'was
driving the British exporters-out
of "the Near -Eastern''imarkets.
These are all indications that'post-

war world trade will not soon 'de-

velop-along the
terprise. i o

Government control over trade
will be considered necessary for
yet another reason, If the rebuild-
ing of European countries is to
progress in ‘an orderly manner,
some international coordination
must be established. The system-
atic looting of the occupied terri-
tories by the Nazis may well leave
Germany. in a relatively more
favorable position, industrially,
than its ‘unfortunate neighbors.
This means . that unless. the re-
building program of Germany is
carefully controlled and the rela-
tive needs- of -other European
countries are given first consider-
ation, Germany may recover be-

lines', of freé ‘en-

fore her victims are able to do so.

But a similar reasoning applies
to the occupied territories. The
countries that have suffered most
and have the smallest amount of
available foreign exchange will
need to receive special concessions
if they are not to see their more
fortunate allies outstrip them in
the reconstruction period. -. -

Finally, the European program
will need to be coordinated with

‘create exportable | products .and

the American program. Road
building and other public works
form an important part of the
many post-war plans of American
states and cities. The demands for
materials and machinery for these
programs will be very similar to
those which will be made by the
European countries, It would
seem ‘therefore that some form of
international rationing should be
agreed upon,

The European program must be
coordinated with the American
program,” All this cannot be ac-
complished by free uncontrolled
private initiative. It means gov-
ernment control—and agreements
between governments or between
private combines under govern-
ment supervision. ‘

- There is one problem that has
received comparatively little at-
tention, - especially . from . those
most enthusiastic about the post-
war foreign trade expansion. And
this is, the problem of how we are
to receive, payment from abroad
for the goods we will sell to them
on long or short credit. This was
a problem that received no atten-
tion at all after the first. World
War, with disastrous effects to our
pocketbooks.: o )

. The disturbing fact is that the
early purchases from .abroad will
be made largely for the construc-.
tion of public works. These are all
productive investments, but they
are productive only in the sense
that they are useful. They are not
productive ‘in the sense that they

transferable funds. Our custom-
ers cannot begin.to pay until their
industries ‘have sufficiently re-
covered so that they can produce
goods ‘for export, nor until they

have rebuilt their sales organiza- | :

tions and are able to find markets
for their products abroad. = = .
9 Russia may be a notable excep-
tion to this. The USSR will prob-
ably be quite ready to pay us with
gold for which they have no use,
in return for the goods we send
them, and of which they can make
profitable use. But with respect
to the other countries'which have
no gold to send us, the . transfer
problem may soon become a real-
ly serious problem.

The Chinese News Service re-
ported last February that the Chi-
nese government ' is drafting’ a
post-war - industrialization - pro-
gram, that might call for a for-
eign investment of nearly ten bil-
lion dollars, most of which would
come from the United States. I
am not inclined to regard China
as a very good commercial risk in
the foreseeable future. China is
now in the throes of a disastrous
inflation. = Since 1937, prices have
increased 250 times, and they are
still rising at the rate of 10% a
month. If the war in China should
stop. today, that country would
probably be in complete financial
chaos. . Add to this the very un-
certain political situation and the
very great possibility that the for-
eign war may be followed by an-
other period of civil war and
China no longer appears as a very
attractive field for the American
investor, :

But even if all these disturbing
factors did not exist, the wisdom
of -investing twenty billion dol-
lars in China is not apparent. Sup-
pose we do so and hope to obtain
the relatively modest return of
5% annually: - This would mean
that in.addition tothe ‘exports
needed for already "existing obli-
gations, China would need to ex-
port another $500,000,000 worth of
goods ‘annually. “Can'-China ac-
complish this miracle in the near
future? It seems extremely
doubtful. . i

Prior to the war the highest fig-
ure attained by the Chinese ex-
ports during "any one year was
$600,000,000. . This means that
China in -order: to. meet"its new
obligations, would be compelled
to practically double her .export
irade, The .products that have
thug- far ‘formed the major por-
tiotilof-China’s‘exports face a very

CAftieult’ titel!

-12,000,000
China would start on the road of . |
industrialization with more than |

Silk is now meeting the com-
petition of ‘rayon and nylon.
‘L'ungsten resources have been de-
veloped in other countries. Tung
oil will still be needed but we
have begun to develop a domestic
supply while the increased use of
synthetic paints and varnishes
make tung oil less necessary. This
means that the traditional export
products of China will prove
hardly sufficient to take care.of
already existing foreign ‘obliga-
tions. .

The additional foreign. pay-
ments of $500,000,000 will need to
be made in large part by the ex-
port of industrial products - that
will be produced by the factories
we - 'would help them . to build.
But in the world’s markets. these
industrial products will be as un-
welcome as were similar products - '
produced in Japan, Unless, there- : |
fore, the industrialization of China - |
takes place along carefully |
planned lines and -with. constant
reference to the problem of inter-
national " transfers, the' proposed
industrialization may lead to seri-
ous international complications
and to serious losses to our ex-
porters and investors.. W G
. We may, in fact, repéat the ex- - |

erience the world has had with * |

industrialized. : Japan, -with thig |
difference, that Japan has about : |
‘inhabitants, - while .

400,000,000 people.

. Other. enthusiasts point 'toward

the countries “of Latin America . |

and they tell us that our great op- .

portunity lies in that direction.
Now there is no doubt that trade
expansion' in that direction will

be possible, but again the future |

is full of pitfalls. )
Most of these countries have at .
present large foreign balances,
probably about three billion dol-
lars in all. These result from the
fact that they are now able to ex-
port their products at fancy prices,
but are not able: to buy goods®
abroad because of the various ex- .

port restrictions and transporta- . |

tion difficulties. But their finan-
cial future is by no means secure.
They too are passing through a
period of inflation, and the vari-
ous governments have been only
moderately successful in controll-
ing it. 'We do not know what the
ultimate effect will be upon the
countries themselves and upon
their relations with the United"
States, but it introduces an ele-
ment of great uncertainty. Once
the war is over a good portion of -
these foreign  balances -will be
used to make purchases in this
country. Some of them will be for
consumers’ goods. But purchas-
ing power built upon savings does
not last forever. In the long run
they, too, will discover that their
ability to buy abroad will depend
upon their ability to export quan-
‘tifies adequate to pay current ob-
ligations.

'““Now it would seem -that the

‘competitive position of some of
these countries is not' going to
prove very. favorable. Take Bo-
livia as an example. In order to
encourage production of tin, sore-
ly needed in the United States
after we had lost access to the Far
Eastern resources, we have been
paying 63 cents a pound for what
is rather low grade ore. But how
is Bolivia going to compete under
normal conditions with the tin ore
of the Far East where high grade
ore can be produced: at prices
varying between 35 and 45 cents
per pound?. t
~“Under our policy oi economic
warfare, many raw material re-
sources have been developed with
our financial and technical assist-
ance in - other Latin American
countries. Many of these newly
develeped enterprises. are high
cost ‘producers who will be un-
able to meet the competition of ..

‘the more efficient low cost pro-

ducers .they temporarily replace.
Another factor that will enter in
to disturb post-war Pan American
relations is found in the remark-
able progress of industrialization.
Brazil is now operating a new
$100,000,000 steel plant. The tex-
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tile industry has developed to the
point where it cannot only sup-
ply most of the local needs, but is
leaving a surplus for export. Once
the war is over and these young
industries are faced with the com-
petition of ~older and - probably
more efficient producers in other
countries, these manufacturing in-
dustries may also find it difficult
to maintain themselyes. It is most
likely that tariff and other re-
strictions on trade will once more
be called in to aid these countries
. in their difficult position. If they
. scannot sell, they must restrict im-~
ports. ; ;
2 Import duties will give assist-
_ance to the new industrial enter-
-, prises which the governments will
want to protect, since they are
giving these countries a diversi-
fied economic life and are there-
fore regarded as of great national
importance. * But not only Latin
America will tend in the direction
of trade restrictions. - Other sec-
. tions of the world where new in-
dustries have been built during
the war will develop the same
. urge to protect them from: foreign
competition. ;

In- Australia Mr. H. J. Hendz,
President of the Associated Cham-
ber of Manufacturers of Australia,

" last. September . launched a cam-
. paign for' high.import ‘duties to
_ protect’ the newly established in-
dustries. I do not see the end of
trade restrictions, and of tariff
wars in-the post-war period un-
less something very drastic is done
, to prevent them..In fact I see that
the post-war world still probably
‘contains all the-elements of eco-

nomic. conflict that existed after| ital

the first World ‘War and in very
much. exaggerated form. :

The. European : countries, -who
will be. in desperate need of de-

veloping their export trade as,

-rapidly as possible in order to be
in a position to buy abroad the
goods they  will need, are well
aware of the difficulties they are
likely to meet in selling abroad.

_In fact they have begun to organ-
“ize in order to meet this situation.
Great Britain will more than ever
depend upon exports, '

The foreign investments that
countries owned before the war
broke out, have to a large extent
been liquidated. This means that
the income of these investments
is no longer available for pur-
chases abroad.

The income of the British Mer-
chant Marine will not be: large.
The British fleet has been greatly
reduced in size and efficiency as
a result of the war. On the other
hand, the United ' States will
emerge from the conflict with the
largest merchant marine the
world has ever seen.

Almost. exclusive reliance must
be placed upon exports to create
the foreign balances Great Britain
will need.In order to meet the
evident need for cooperative ef-
fort, there was formed last August
the British Oversea Cotton Com-
pany, a cooperative export under-
taking financed by means of levies
upon manufacturers of textiles.
‘Similar cooperative export bodies
are being formed in other indus-
tries. Thus the kind of world in
which we must do business is al-
ready taking shape and it is most
decidedly not a free competitive
world nor a world of “free enter-
prise.” Unless something drastic
is done we may again enter upon
a period of cut-throat competi-
tion -and - a competition between
government bodies or cooperative
enterprise. It may well mean an-
other race of ever-increasing re-
taliatory measures: and trade.re-
strictions which will once again
lead all of us toward the abyss of
economic ruin — toward another
~ world-wide collapse like that of
1929. )

Forturdately such a development
is not inevitable. In fact we are

now being told that nothing of |

the kind will occur this time. Far
from it; we are all going to co-
operate! )

"' The Atlantic Charter expresses
the determination on the part of
Great Britain and the United
States to “bring about the fullest

‘relations will now be built.

'and that is the problem of excess

collaboration between all nations)
in the economic field” and the Re-
publican Post-War Adv isory
Council has announced that: “each
nation of the United Nations ought
to consider both the immediate
and remote consequences of every
proposition with careful regard
for .. . its bearing upon the fore-
seeable international. relations.”
This makes it. practically unani-
mous. But we would be over-
sanguine if we concluded from
this that a world of peaceful and
mutually friendly and profitabllet:
takes more than wishing to bring
this about. The tragedy is that we
all seem to know what must be
done, but we do. not know how to
do it,

We all seem to agree that co-
operation would be a fine thing,
but we do not seem to understand
what it implies. Many who speak
approvingly of cooperation speak
at the same time of a free eco-
nomic system, a free competitive
system. Others speak of coopera-
tion and apparently think that all
that is required is to lower some-
what some excessive tariff bar-
riers.

Now it is undeniably true that
in the past high tariffs have not
only stood in the way of our col-
lecting the debts that were owed
to us abroad, but have caused un-
employment, have resulted in
monetary disintegration and have
ultimately led to war. It is also
true that a lowering of tariff bar-
riers all around will contribute
greatly to all around prosperity
and will facilitate the diow of cap-

ital.

But all that does not therefore
mean that the lowering of tariff
barriers is the panacea for all eco-'
nomic ills in the international
world. And one problem in par-
ticular cannot be solved that way

capacity or over production when
the ‘war is over, There will be
many products produced in quan-
tities far exceeding peacetime de-
mands. We are today producing
more than 90,000,000 tons of steel.
But as Walter S. Tower, Presi-
dent of the American Iron:and
Steel Institute, stated last Friday
(May 26) the best available sta-
tistics show that no more than 70
or 75% of this will be required in
times of peace.

Our export trade enthusiasts
tell us we shall find markets for
the surplus abroad. . But they
completely overlook the fact that
steel  is now being produced in
Brazil, British India, Australia,
Canada, and in Europe in quanti-~
ties far exceeding peacetime re-
quirements. A similar condition
will prevail. in rubber, in alum-
inum, in magnesium, and a num-
ber of other products. And many
manufactured products may find
themselves in a similar position.
The textile production of British,
India is today six times as large
as it was when the war broke out.
Latin America has increased its
production of textiles, and so has
Australia and South Africa.

Here we have all the elements
of cut-throat competition with its
inevitable aftermath of interna-
tional friction and financial loss.

Such situations cannot be rem-
edied by a lowering .of tariff
walls, nor can-they be cured by
free unhampered competition.
Here indeed are situations that
can be remedied only by coopera-
tion.

What could cooperation accom-
plish? A friendly agreement
among the producers of the world
to establish a division of markets
and to produce ‘nly according to
agreed upon quotas. Thus all may
share to some extent in the avail-
able markets, all will make cer-
tain sacrifices for the sake of
peace “and stability in the eco-
nomic: world. )

I cannot discover any other in-
terpretation of the term coopera-

tion that can have any practical
meaning. But' here we face a|
serious difficulty. This intelligent
planning of wo;lg;prpdggtion,_this‘
substitution of cpoperapion for cut-
throat and disastrous, competition

cannot be brought about by chance,
Some one has to do it. And it does
not appear that we in the United
States have at our disposal the
machinery to make this coopera-
tive effective.

We do not want our govern-

ment to undertake this task. Our
government is not constituted so
as to enable it to control economic
activities effectively. Moreover, if
our government should enter into
international agreements with re-
spect to a division of markets and
to a limitation of production, it
would mean that the government
would then be compelled to en-
force its decisions upon our do-
mestic business concerns, Thus in-
dustry would increasingly become
a slave of government. We would
indeed secure international co=
operation but we would pay the
price in a government-controlled
economic life.

This we do not want. Unfor-
tunately the door is closed at
present to any other solution. In
every important industrial coun-
try, in Belgium, Holland, Sweden,
Norway, and Great Britain, to
mention only the democratic
countries, the government allows,
encourages, and sometimes even
compels business interests to com-
bine. The last constitutional re-
vision of 1938 enables the govern-
ment of the Netherlands to form
industrial combines and to.dele-
gate to them regulatory functions,
Great Britain since 1930 has en-
couraged such combines in the
steel industry, in shipbuilding, in
the chemical and textile industries
—often aiding them by means of
government subsidies. This means
that these -important industries
can face the world as a unit. They
can make agreements with respect
to foreign markets with other sim-
ilar national combines in other
countries. Agreements which they
can then entorce upon the domes-
tic producer members of the com-
bine.  And all this' takes place
with government approval, under
government supervision.

But in the United States we are
by law  forbidden to organize
along these lines. Qur Department
of Justice has recently started a
campaign to -attack not only all
domestic attempts to bring order
out of chaos but the Department
has even engaged upon a futile
campaign to compel other coun-
tries to become like us.

We may be right in our attitude,
but it would perhaps be well for
us to make certain' that we are
before we go much further, We
are face to face with facts which
we cannot ignore. We are the
only nation of importance which
is struggling to return to enforced
competition.

In a world forced by necessity
to organize and to coordinate its
industrial activities, we shall be
at .a distinct disadvantage,

. -International economic coopera-
tion will be impossible for us as
long as we insist on preventing

cooperation at home. We cannot

effectively cooperate abroad if we
continue to fight each other at
home. This it seems to me is one
of the most important issues be-
fore American business today. We
must choose and we must do so
soon, ¢

Once the war is over, we must
have a clear international foreign
trade policy. The choice before us
is definite.’ If we decide to make
good on our often. voiced. deter-
mination to cooperate then we
shall find. it necessary to so or-
ganize ourselves at home as to
make this cooperation possible.

If, on the other hand, we decide
to enforce competition upon our
business' concerns and to prevent
them from cooperating at home,
then we must Yealize that we ef-
fectively isolate ourselves econ-
omically and that international
cooperation will remain an empty
phrase.

It is an important decision. In
choosing we may choose between
a world in which peace may be-
come possible, and a world in
which economic conflict and ulti-
mately war may become in-
evitable,

Back the

Incorpo!

' Toronto Montreal Winnipeg

BUY MORE THAN BEFORE!
Wood, Gundy & Co.

14 Wall Street, New York 5

Attack!

rated

Vancouver London, England
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By BRUCE WILLIAMS

That great mass of rock and muskeg in the northern areas of
the fabulous Laurential Shield, which has for so long been dismissed
as a desolate wilderness, and which has been hitherto a formidable
obstacle to normal geographic expansion within the Dominion, has

already changed the pattern of the

Canadian economy and there are

clear indications that it will assume far greater importance in the

future. :
Aviation —and - extraordinary

achievements in these northern
regions induced by wartime ex~
igencies have broken down . the
natural barriers to this northern
empire. Ultimately, it can be fore-
seen that the Alaskan Highway
and the Northwest Air Staging
Route will be supplemented by a
railroad, conceivably from Ed-
monton, the gateway to the North,
through the fertile Peace River
country, which' also is richly un-
derlaid with coal, and then on-
wards up the Mackenzie River
valley past the mineral rich Great
Slave and Great Bear Lakes with
a possible terminus at Aklavik on
the Arctic Beaufort Sea. -

Already Port Churchill on Hud-
son Bay the nearest port to
Europe in North America, is con-
nected to the Manitoba grain cen-
ters by a railroad that will ulti-
mately open . up the mining
country of Northern Manitoba.
From Edmonton, within a few
years, it is inevitable that - air
routes will extend over the top
of the world to Russia and Asia,
the nearest. neighbors to :the
Capadian North, = and - Canada’s
claim to be at the center of the
air map will commence to be jus-
tified.

Thus, although it is generally
assumed  that the  wartime
gchievements of the Dominion are
in the nature of peak efforts, this
glimpse into the future suggests
that Canada can expand to a de-
gree hitherto unimagined.

To revert to current events,
our confident predictions of the
past few months concerning the
knotty problem of double estate
and succession levies, have been
finally realized. ‘A ‘convention
for the avoidance of this'double
taxation was signed on June 8,
between Canada and the United
States. B g ok v "

A further welcome development
was the extraordinary change in
Canadian crop prospects. During
the past two weeks a series. of
rains have swept the prairie prov-
inces and whereas before a sub-
normal harvest was anticipated,
now hopes run high for a bumper
crop year. This is important not
only for the prairie provinces and
Canada but also for the whole
world, in view of the imminent
liberation of European occupied
countries, as the Dominion is the

worlds greatest exporter of
grains.
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food

It is not generally - realized
that in the past four years the
Province of Alberta alone pro-
duced more wheat than the
whole of Australia, while the
production of the one provinee
of Saskatchewan was only a
little less than that of all Ar-
gentina for the same period.
Also between Aug. 1, 1943, and
the end of May, 1944, Canada’s
prairie . provinces provided wus
with over a quarter of a billion
bushels of urgently needed feed
grains,

With regard to the market for
the ‘past week, as anticipated,
there was a slight reaction from
the recent high levels.. Liquida-
tion was not on a heavy scale but
there was a slight reaction from
down of prices in most sections,
Replacement operations, however,
still - continued in short-term
Canadian Nationals which yielded

(Continued on page 2485) |
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~ “China Wants To Trade”

{Continued from page 2467)

paving the 'way for this trade
after the war.

The China-America Council of
Commerce & Industry was
launched last October by a group
of leading American business con-
cerns to foster trade and indus-
trial relations between our two
countries. As a result of our pre-
liminary studies and investiga-
tions we have come to the con-
clusion that the time -to start
building for post-war trade with
China is now. There is a great

# need for competent business anal-
ysis of economic changes, legal
and tariff conditions, government
economic policies, transportation,
and other basic factors involved
in commercial relations w;th
China. To know the new China
and the great possibility it offers
requires continuous study and ap-
praisal of all the relevant eco-
nomic and political developments.
This task can be successfu_lly
tackled only on a cooperative
basis; if each American concern
interested in trade with China
were to duplicate the research and
development activities of the
Council, this would indeed be a
wasteful and ' ineffective pro-
gedure.

Wartime China has emerged
from a semi-colonial status.
Through blood and toil she has
earned the right to take an inde-
pendent place among the great
nations of the world. Her lead-
ers know, however, that political
independence can be secured only
if it is accompanied by economic
independence. They know, there-
fore, that their country’s future
depends on the development of
industry, agriculture, transporta-
tion, and communication. They
know that in order to achieve this
end and to raise the standard of
living of their people they must
spread education among - the
masses and improve standards of
health and hygiene.

The war has opened wide the
eyes of the Chinese. It has shown
them that an undeveloped coun-
try is at the mercy of covetous
and aggressive neighbors. When
50,000,000 Chinese were forced to
make . their great trek several
hundred miles into the interior,
to escape from the war areas, they
found out things about their own
country that they had never
known before. They learned of
hitherto unknown natural re-
sources. They mastered the pro-
duction of products they had
never made before. With an acute
lack of transportation facilities
and a vast area, a large propor=
tion of the Chinese people were
ignorant not only of what was go-
ing on in other parts of the world,
but also of what was taking place
in the remoter areas of their own
country. This awakening of the
Chinese mind and their unshake-
able will to develop their country
has provided the foundation for
the development of a greatly ex-
panded trade with other countries
after the war.

As you exporters know from
long experience, it is the indus-
trialized countries that provide
the best markets. China has com-
mitted herself to a firm policy of
economic development on an un-
precedented scale. If American
business studies and follows up
the implications of this policy in a
sound and vigorous manner, it
will find that China will offer
countless opportunities in nearly
every field of izdustry. China can
become a great field for the ex-
pansion of America’s . overseas
trade for many years to come.
China can provide a profitable
field of activity for thousands of
American business concerns, in-
cluding even those that have
never before participated in this
trade.

In this brief talk, I cannot be-
:¢in to give you-an adequate idea
of China’s needs. It will take
months of thorough investigation
by business organizations and
government agencies to cover this

igitized for FRASER
Ritp://fraser.stlouisfed.org/

subject adequately. For all prac-
tical purposes, however, they are
virtually limitless.

Let me give you a brief idea of
what the immediate needs will be
for a few items. The first neces-
sities in any country after a pro-
longed and devastating war are
food, clothing and shelter. I would
like 'to discuss briefly the textile
situation, because that is the field
in which I have spent most of my
business life. A recent report to
the United Nations Relief and
Rehabilitation Administration
contemplated providing 84 million
Chinese war victims with the
minimum requirements of food,
clothing, shelter and transporta-
tion for the moving of supplies.
The estimated textile needs for
emergency relief during the first
six months of the post-war pe-
riod has been put at 840,000 tons
of cotton and cotton cloth, equiv-
alent to 3,200,000 bales of raw
cotton. It must be remembered
that the entire pre-war textile in-
dustry in China was located on
the Eastern Seaboard and is now
in the hands of the Japanese, with
the probability that it will be seri-
ously damaged by the time the
war is over. If half of the 3,200,-
000 bales of cotton were to be
shipped as raw cotton and the
other half made into cotton goods
in. this' country, the part proc-
essed in American textile mills
would keep 125,000 looms and
over 6,000,000 spindles busy for
an entire year. It would provide
a year’s employment for 70,000
workers, The amount of farm la-
bor to produce the raw cotton
would be equivalent to an entire
year’s labor for 350,000 workers.

Remember, please, that this
would be only sufficient to take
care of the textile needs of the
worst sufferers of the war for a
few months, It would provide
each war victom with only. one
suit of cotton underwear, one suit
of cotton stuffed clothing, one cot-
ton blanket and one cotton pad-
ded quilt, It does not take much
figuring to realize what a-tremen-
dous market for American prod-
ucts will exist beyond the re-
habilitation period.

Take the question of emergency
housing requirements for China.
It is estimated that at least 12,-
000,000 homes will have to be
built quickly in the fifteen most
devastated provinces in order to
provide some kind of shelter.
These simple shelters, which es-
sentially will be small one-room
frame huts, in themselves will re-
quire hundreds of thousands of
tons of nails, hardware, small
tools and other equipment.

Medical supplies and equipment
for acute emergency needs will
total many millions of dollars in
value. The same will apply to
the flour, powdered milk, and
other food supplies which China
will need until her ruined agricul-
ture is again restored.

All of this applies only to the
most immediate relief needs after
war. Beyond that, we must think
of the tremendous quantities of
equipment which will be required
when the industrialization and
development program gets under
way. This will mean the importa-
tion of great quantities of textile
machinery, electrical equipment,
machine tools, locomotives, steel
rails, structural iron, mining ma-
chinery, road building equipment,
facilities for water, motor and air
transportation. Furthermore,
China is, and for a long time to
come will continue to be, a pre-
dominantly agricultural country.
What the modernization of Chi-
nese agriculture would mean in
developing a new market for farm
machinery, equipment for irriga-
tion projects, machinery to de-
velop production of fertilizers,
ete., can well be imagined.

I have, of course, mentioned
only a few of the high spots as the
limited time at my disposal will

not permit me to do any more
than this. It is clear beyond a

doubt, however, that the market
presented for American products
is almost unlimited.

When the war is over, China
will be in the position te start her
industrialization program in

rather short order and to carry it

through rapidly. She already has
a solid nucleus of trained busi-
ness administrators, competent
engineers,. and good mechanics.
Her people are alert and intelli~
gent and open to new ideas.

I can tell you from my own ex~
perience as the representative in
China of several of the leading
American manufacturers of tex-
tile machinery that Chinese work-
ers are extremely clever and
adaptable. Time and again I saw
complicated American machinery
which had been brought over
from this country quickly as-
sembled and installed by Chinese
mechanics who had never seen
that type of equipment before. As
a rule, it took not much longer
to put up the mill and get it
started than would be required in
this country. I saw peasant women,
who had never been near a fac-
tory before, trained in a short
time to operate this machinery
about as efficiently as it is -oper-
ated in this country. The textile
industry had been fairly rapidly
developed in the years before the
war, and some of the mills could
compare favorably with ours as
regards efficiency of management
and operation,

Contrary to the ideas held by
many persons, China has also de-
veloped  a good many successful
business leaders who started from
the very lowest ranks just as so
many of our most successful in-
dustrialists - have done. I recall
one good Chinese friend of mine
who was reared in a humble fam-
ily in Boston. Being ambitious
and wishing to do something for
himself as well as his country, he
returned to China and established
his owr factory for weaving cloth
for shirts and under-clothing. To-
day he is one of China’s outstand-
ing businessmen.

The man who became known as
the flour king of China, also be-
gan as a humble worker.

A few years ago there was a
house servant in Shanghai who
became interested in his Amer-
ican master’s shoe business. Today
this former servant is the only
manufacturer of high-grade shoes
in China, with an ambition to
build ' shoe ' factories throughout
the country when the war is over,

But while China has many able
mechanics, - administrators, tech-
nicians, and scientists, she of
course will need many times more.
In embarking upon the develop-
ment of a vast area containing
one-fifth the population of the
world, she is tackling one of the
biggest educational jobs in his-
tory.” For many years to come she
will need technical assistance
from the advanced industrial
countries and in particular from
the United States. She will send
many thousands of students and
technicians to this country to mas-
ter American technique and meth-
ods, and she will encourage the
widespread participation of Amer-
ican engineering -and administra-
tive talent in the development of
her industries, Already, the most
detailed plans have been laid out
for utilizing American and other
foreign technique in the develop-
ment of China’s industries and in
the training of the young genera-
tion of Chinese who will have the
job of building up the country:

In any discussion of foreign
trade, particularly with undevel-
oped countries, the question nat-
urally arises: How are they going
to pay? This is indeed a perti-
nent question and one that re-
quires very serious study. For
many -of her immediate needs,
China will pay with the proceeds
of her export sales to the United
States and other countries. China
has exported and can export many
valuable raw materials and other
products that we and other coun-
tries need. Most people are sur-
prised, for example, when I tell
them that for a long time China

has been exporting cotton even to! what they hai/e gone througﬁ. We

this country, because there'is a
certain grade that we require for
use in cotton blankets. It may
surprise you also to learn that be-
fore the Japanese war Chinese ex-
ports-to this country totaled well
over $150,000,000 a year, This is
a fairly respectable total. In the
opinion of many authorities, how-
ever, it represents only a small
part of the value of the commodi-
ties that China will be able to ship
to us when her natural resources
are further developed and her in-
dustry and agriculture modern-
ized. . )

This brings up the question of
long-term - credits. During ' the
earlier period of rehabilitation
and reconstruction, trade with
China in any amounts approach-
ing the, possibilities will have to
be stimulated by means of long-
term credits. In the very first
year of the war 90% of China’s in-
dustry was captured or destroyed
by the enemy. Since that time de-
struction “of China’s physical re-
sources and manpower has' con-
tinued apace. It is obvious, there-
fore, that insofar as frade will be
based on cash sales and purchases,
it will be greatly restricted in
amount. China played an impor-
tant part in the preliminary dis-
cussions leading to the draft plan
for international currency stabili-
zation. Her representatives will
no doubt take a correspondingly
active part in the forthcoming In-
ternational Monetary Conference
to which President Roosevelt has
recently issued the invitations to
the United and Associated Na-
tions. ‘It is to be hoped that these
discussions among the representa-
tives of the governments of the
United Nations will lay the foun-
dation for the expansion of sound
loans and the making of sound
investments in China after the
war.

While the United ' States un-
doubtedly has a good position so
far as the possibilities of trade
with China are concerned, it must
be remembered that we will have
plenty of competition. As you all
know, England has long regarded
China as an extremely. important
outlet for her merchandise. So far
as my own industry is concerned,
I recall that it was only beginning
with about 1919, after the British
trade had been = disrupted by
World War I, that we were able
to introduce textile machinery in-
to China on a large scale,” No
doubt, it will take England some
time to restore her export trade
after this war, but restore it she
will, - And it must be acknowl-
edged that British businessmen
are studying conditions in. China
and making preparations for the
opening up of channels of trade
after the war far more intensively
and thoroughly than we in Amer-
ica are doing.

We must remember also that
sooner or later defeated Japan and
Germany will again enter the fam-
ily of civilized nations, and begin
to engage in normal foreign trade
activities, When this happens, the
experience they have gained in
dealing with China in the past
will be put to good use. )

We in America, therefore, can-
not afford to sit back and wait.
We cannot afford to rely on the
strength of our economic and fi-
nancial position and on the fact
that China will want to follow our
lead in many lines of industry as
a guarantee that the trade will
fall into our ‘lap. To make the
most of the enormous potentiali-
ties for a sound two-way -trade
with China we shall have.to plan
for it and work for it. . ..

We shall - have to- deal -with
China on the basis of cooperation
and equality, Nations' can no
longer selfishly exploit the re-
sources of other nations. To pre-
vent this in the future is one of
the reasons we are fighting this
war. We shall have, to make every
effort to understand the Chinese,
their psychology and their diffi-
culties. When we hear criticism
and fault-finding regarding the
conditions and future prospects in
China we shall have to remember

| modify - the

 shall have to realize that China’s

present situation after her long’
years of a terrible war is not a-
fair criterion of what she is really
capable of accomplishing. We shall
have to appreciate her achieve- .
ments in standing off the invader
and in facing repeated critical
emergencies. We shall have to
remember how she coped with the :
situation created by the disrup- .
tion of virtually all of her indus-~.
tries by moving machinery great
distances inland. and establishing ¢
plants in the interior, . )

Many persons are skeptical of
China’s future because of the ap-
parent lack of unity among her -
people. To this I can only answer -
that . steady progress 'is being
made. Under the leadership ‘of:
Generalissimo Chiang Kai-shek,
the nation is more unified than .
ever before, They realize that.
they must perfect their unity in.
order to exist. The 'war has
speeded up this process, and we.
who have spent many years in ob-,
serving-conditions . in China have:
no doubt that the program of in-,
dustrialization after the war will
complete it. )

China does not want charity
and kind words. She wants co-.
operation and good will, She will
be honorable enough to repay any
debt she incurs during her period
Oif rehabilitation and reconstruc~
tion.

After the war China may be.
able to make a quick comeback
and trade relations can be estab-
lished fairly rapidly if the ground .
has been prepared. Unless Amer-
ican industry is fully prepared for
immediate action, important com-.
petitive advantages may fall to
other nations who already have
realized the necessity of cement~
ing their position in the China-
market. The Council will act as
a clearing house for information.
on the numerous complicated mat- .
ters involved in thedevelopment
of economic relations between the-
two countries. Within the limits.
of its powers, it will work with-
American and Chinese indus-’
try and with the two governments
in order that sound policies may
be laid down as a basis for these:
relations, It invites the participa-
tion of every American business
concern interested in its objec-
tives. . 4

The Chinese have a warm feel-
ing of friendship for America and-
appreciate the goodwill we have
shown toward them. If we build ’
solidly on this foundation, the in-'
vestment will pay us rich divi-
dends. It will enable us to.de-
velop a flourishing post-war trade:
with China that will not only be
of benefit to both countries but
will also help to assure a more or-
derly and prosperous world.

Reserve Banks Permitted
Notation on War Bonds

Breaking a traditional regula-:
tion, Under Secretary Daniel W.
Bell of the Treasury Department.
notified all Federal Reserve banks-

on June 8 that permission is
granted to use a specified com-~
memorational notation on War’
Bonds issued during the week.
The Treasury advices said: . '

“The notation, ‘Issued During-
Invasion Week,” must be.carefully
placed on the margin of the bonds:
so as not to interfere with textual
matter, inscription or dating.
Moreover, ' the - Under 'Secretary
stated in his message, the author-
ity to place this special message’
in-the place designated does not:
requirement that
bonds bear the imprint of the is-,
suing agents” stamp with current.
date.” i : . C

Cuban Rail Position -
Byfield & Co., 61 .Broadway,
New York City, members of the
New York Stock Exchange, have
prepared a discussion of the pres-
ent financial position of Cuban
Railroads. Copies of this interest-
ing discussion may be had from
the firm upon request,
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- Post-War Planners Have 16-Point Program

Fred I. Kent, President of the New York University Council,
‘announced on June 5 a proposed 16-point national legislative pro-
‘gram, the results of 18 months of concentrated study by the 25-
‘member Post-War Planning Committee of the Commerce and In-

dustry Association of New York, Inc. Mr.

Kent, the Committee

Chairman and author of the report, had the followmg to say, accord-

ing to the New  York “Sun” of
June 5:

Declaring that following the
war we wish to be at peace with

" .all the nations and to have the

nations at peace with each other,
Mr. Kent called for relationships
.between all nations ' that will
‘stimulate international trade.
-This is a condition, he said, that
:is ‘not only desirable but neces-

_.sary, so that the natural resources

.of the earth, which are unevenly
.distributed, can be so utilized as

. to benefit all peoples.

Emphasizing that the effective-
‘ness of a democracy depends
upon the productiveness of unfet-
tered labor, Mr. Kent said that

,the American people will prosper

if they are free from monopolis-

‘tic domination and from Govern-
:ment

tinkering . with economic
“processes.
“Government . should be the

servant of the people and not its

.master,” he asserted. “Govern-
‘ment regulatlon of business to
prevent unfair competitive prac-
‘tices and to curb private monopo-
lies is a recognized function

‘which should be performed by a
. democratic government.
‘tion, however, should not be in-

Regula-

terference with private enter-

“prise; the Government should be
the referee of the free enterprlse

system and not its competitor.”
Following is a summary of the

16-point program set forth in the

report

© 1., Without jeopardizing the

war effort, Congress, the Presi-

dent, and the Army and Navy

-should keep war expenditures as
low as possible, with expenditures

‘for other Federal purposes re-
duced drastically.

2. Congress should drastlcally
revise the present Federal fiscal

‘policy to further the winning of
' .the war, first, through the reduc-

tion of expenditures, and second,
.through the development of a
‘system of taxation that will not
handlcap our war effort.nor im-
pair the future .economic pros-
‘perity of the nation.

3. Federal, State and local tax
‘systems should be co-ordinated
to.prevent an unwise duplication

.of taxes.

4, Congress should eliminate
.now all Federal Government bu-
‘reaus,- departments, agencies and
\activities which are not essential
to the war effort or which will
‘not contribute substantially to
the future economic welfare of
the nation.

5. Congress should stop the ex-
pansion of government into the
field of private enterprise and
should eliminate certain Federal
agencies, bureaus, departments.
-commissions and activities which

,compete with private enterprise..

6. Congress should study and,
redefine. the
functions and activities
‘of all Federal agencies, commis-

‘sions,- bureaus and departments:

‘operating under broad powers
Wwhich include or permit the au-
‘thority to govern by directive or
‘order.’

7. War emergency agencies
should " be closed out after. the
war and not converted to non-
essential peacetime -uses.

8. Labor legislation should be
:amended immediately or, prefer-
ably, new legislation should be

'enacted to replace present laws

ithat will also facilitate co-opera-
:tion between labor and manage-

~ment, so that a high rate of em-

-ployment: will be nossible in the
post-war neriod which will as-
.sure economic prosperity.

9. The whole Social Security
program should be studied by
‘Congress and revised so that it
‘will, as intended, contribute sub-
‘stantially to the future economic
welfare of the peonle.

10. Laws affecting agriculture
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‘| should be studied, amended, and,

where necessary, new legislation
should be enacted.

11, State legislatures should re-
peal laws which set up uneco-
nomic interstate trade barriers,
but Congress should exercise its
authority under the Constitution
and prohibit such barriers.

12. If the meihods under which
the Department of Justice has
been, and is, bringing suits
against American business corpo-
rations under the anti-trust laws

are not in accord with the intent
of Congress, the laws should be
clarified immediately.

13. International agreements on
monetary policy should be en-
tered into when conditions per-
mit.

14, As soon as feaSIble gold
should be restored to its proper
place in the monetary systems of
the world.

15. As rapidly as foreign eco-
nomic conditions will permit, in-
ternational trade = agreements
should be entered into for the
purpose of encouraging foreign
trade and promoting the eco-
nomic peace of the world.

16. The unpaid portion of Al-
lied debts of World War I due the
United States should be canceled
by legislation.

Other members of the commit-

tee are W. Foster Banks, Presi-
dent, the Motor Haulage Co., Inc.;
Herbert L. Carpenter, President,
Carpenter Container Corp.; Rus-
sell V. Cruikshank, President,
Real Estate Board of New York,
Victor Emanuel, President, the
Aviation Corp.; Edward P. Farley,
Chairman of Executive Commit-
tee, American-Hawaiian Steamship
Co.; Thomas S. Holden, President,
F. W. Dodge Corp.; Prof, O. B.
Jesness, Department of Agricul-
ture, University of Minnesota;
Dr, William I. Myers, Dean, New
York State College of Agricul-
ture; George Le Boutillier, Vice-~
President, the Pennsylvania Rail-
road; Dr.
New York University; Clark H.
Minor; President, International
General Electric Co.; Gilbert H.

Montague; John C. Parker, Vice-

John W. McConnell,

President, Consolidated Edison
Co. of New York, Inc.; Col. Allan
M. Pope, Président, the First Bos-
ton Corp., Stanley Resor, Presi-
dent, J. Walter Thompson Co.;
George Roberts, Winthrop, Stim-
son, Putnam & Roberts; George
B. Roberts, Vice-President, Na-
tional City Bank of New York;
John F. Royal, Vice-President,
National Broadcasting Co.; Edgar
W. Smith, Director of Research in
Public Affairs, General Motors
Corp.; E. O. Sowerwine, Assistant
to the President, Anaconda Cop-
per  Mining Co.; O. A. Taylor,
Vice-President, S. H. Kress & Co.;
Francis L. Whitmarsh, President,
Francis H. Leggett & Co.; George
W. Wolf, President, United States
Steel Export Co. and William D. -
Winter, President, Atlantic Mu-
tual Insurance Co.
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—the 5th War Loan Drive is still on.
July 209th is the last pay day in the Drive.
The U. S. Treasury has set the overall goal at $16,000,000,000

—$6,000,000,000 from individuals alone. This is the biggest
sum ever asked of the American people—and it must be raised!

Keep fighting. The 5th War Loan is a crucial home front battle :
of tremendous importance to the total war effort.

Tighten up your 5th War Loan Drive organization. Step up-
your solicitation tempo. Drive! Drive!! Drive!ll Hit your Plant
Quota’s 1009 mark with a bang that'll proclaim to all the world
that the U, S. Home Front is solidly in back of the Fighting Front.
Need help? Need ideas? Call on the Chairman of your War
Finance Committee. He's standing by. ‘
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The Treasury Department acknowledges with
appreciation the publication of this message by

THE COMMERCIAL AND
FINANCIAL CHRONICLE

+* * This is an.official U. S. Treasury advertisement— prepared under the auspices of Treasury Department and War Advertising Council. 4¢ 4
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. Our Post-War Banking System;?

(Continued from first page)

these five or six years of devas-
tating war with some measure of
freedom restored in our forms of
government, but with freedom of
enterprise gone and with real
ifreedom in the fields of banking
and finance only a memory?

Again, while the main purpose
of this-article is to consider the
post-war outlook for banking in
the United States, I am of the
opinion that such developments as
may take place here will not be
independent of or wholly differ-
ent from those which are taking
place in neighboring countries;
“for in banking, as in every other
phase of our modern economic
life, no nation “liveth unto itself
or dieth unto itself.” A brief re-
view of what has been taking
place in the immediate pre-war
years and during the war’s dura-
tion in such countries as Great
Britain, Canada and France may
throw some light on possible fu-
ture developments in these coun-
tries as well as our own. What
happens in each of these coun-
tries, including the United States,
will undoubtedly have a bearing
upon what takes place in each of
the others.

o> Comparative Banking
Developments

The one outstanding and un-
mistakable trend in banking in
the four countries in the years
immediately preceding the out-
break of World War II was that
toward “nationalization” or “so-
cialization” of banking institu-
tions, especially in the field of
central banking. Nationalization
" in this field may be defined as the
assumption of the control and di-
recfion of the policies of the cen-
tral bank by the government of
the country in question. Control
of the'policies of the central bank,
as evidenced by conditions in our
own Federal Reserve System, may
be brought about without formal
nationalization. The government

may exercise control by its influ-.

ence over the personnel of the
cventral bank, particularly if they
are apopinted by the government,
as is the case in France and the
United States, and through the
support of public opinion for the
government against the bank and
its officials.  Formal nationaliza-
tion may be brought about in one
or both of two ways.2 The. gov-
ernment may take over the own-
ership of the bank by.purchasing
all or a majority of the shares of
capital stock outstanding., The
other method is:that of giving the
government the right to appoint
the principal officers of the bank
and a majority of the directors,
while leaving actual ownership in
private hands. Real and effective
nationalization represents changes
in the legal and constitutional re-
lationships between the bank and
the government, giving the gov-
ernment a type of control having
legal permanency.

‘In Canada and France complete,
or virtually complete, nationaliza-
tion of the central banking insti-
tutions took place between 1934

and 1938, but by different meth-,

ods, as will 'be shown' later. -In
Great Britain' this trend toward
nationalization took the form of a
revival of the avowed aim of the
left-wing Labourite . groups — the
§ so-called Independent Labour
Party, or “the socialism''in our
time” groups—to. nationalize the
Bank of England and the power-
ful joint stock banks, five of
which—the “British Big Five’—
do .about 87% of the commercial
banking business of England and
Wales!“In the United States this
trend was in evidence in connec-
tion with the various Patman
Bills, particularly that of March,
1938—H. R. 7230—which provided

21 am indebted for part of this and
fater phraseology to the unpublished doc-
$oral thesis of Dr. W. Edward Alley, now
Acting Head of the Department of Econom-
dcs at Drake University, written under my
direction at the University of Illinois in
1941, on .“The Nationalization of Central
Banks.”
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|officer of the Department of Fi-

for the government ownership of
the twelve Federal Reserve Banks,
and charged them with the re-
sponsibility of stabilizing the pur-
chasing power of money; also in
connection with the Jerry Voorhis
Bill in January, 1941—H, R. 160—
“To buy Capital Stock of 12 Cen-
tral Federal Reserve Banks”; and
in similar proposals both inside
and outside of Congressional
circles. :

In Canada an act was passed in
July, 1934, under a Conservative
Government, known as “An Act to
Incorporate the Bank of Canada,”
which, more or less, superimposed
a central bank upon the system of
chartered banks in that country
which had successfully operated
throughout the Dominion for
many decades. This act followed a
report of the Royal Commission
on Banking and Currency in
Canada, headed by Lord Mac-
millan of London, and known as
the “Macmillan Commission.”
Both the Conservative Party and
the Macmillan Commission felt
that the new bank should be pri-
vately-owned and controlled by
its stockholders, with the Deputy
Minister of Finance or some other

nance serving - as an ex-officio
member of the Board of Directors,
but without voting power. The
Bank was to be the fiscal agent
and banker for the Dominion
Government and might serve in
the same capacity for the Prov-
inces if requested to do so.

The entire capital stock of the
Bank of $5,000,000 was sold to the
public, but restricted to' British
subjects resident in Canada, and
no officer, director, or employee
of any of the chartered banks was
permitted to own shares. The
Ministry of Finance had  been
given the right to subscribe for
shares only in case the whole
amount was not taken by the pub-
lic, but was required to dispose of
such shares as soon as possible

thereafter at not less than par.
Thus, the Bank of Canada was set
up-as a privately-owned and pri-
vately-operated - institution, but
with due regard to the public in-
terested involved in its policies
and operations.

In 1935, however, the Liberal
Party came back into power in
Canada through a general elec-
tion, with a party platform pledge
to nationalize or to bring under
effective public’ control this newly
founded institution,

Nationalization of the Bank of
* Canada *

Some officials of the Bank of
Canada werg somewhat uncertain
as to wheéthet' this pledge would
be carriéd! out’ by the Liberal
Party whet'it ‘assumed office.: On
June 1,'1936, v‘i'éllowin'g the Octo-
ber election; ‘the Canadian Min-
ister of Finance introduced a reso-
lution in the House of Commons,
which, when passed resulted in
the partial nationalization of the
Bank. Its capital was increased to
$10,100,000, with the Government
subscribing to 102,100 of the $50
shares, with the stated aim “to as-:
sure ownership of a majority of
the shares by the Government, and |
to increase the number of direc-
tors in such manner as to assure
voting control of the board by the.
directors appointed ‘by the Gov-,
ernment,” 3 :

Among the arguments presented
in favor of such control was that
of the alleged influence of the
Bank in mitigating the fluctua-:
tions in the general pf,ice"level,'
and in the level of ‘production,’
trade, and employment, in such a
manner that through monetary
action it might “da something to
level off the peak of the boom and
to fill the valley of the depres-
sion. . . . But mark you,” con-
tinued the Finance Minister in
urging this resolution, “it will be
affecting the life and income of

i3 Debates, House of Commons, Canada,
1936, p. 3257.

vy

every man, woman and child in
the Dominion, and it will be af-
fecting various groups and indi-
viduals unequally.” This bald and
candid statement of the possible
results of such control might be
well pondered by those who ad-
vocate such controls and such
powers for our own Federal Re-
serve Banks, especially in regard
to responsibilities in ' connection
with stabilizing the purchasing
power of money through central
bank action.

Not ‘content with this partial
nationalization, however, another
measure was passed in .1938, re-
ducing the capital stock of the
Bank back to $5,000,000, by pay-
ing off, at a premium, and cancel-
ing all of the shares previously
held by the public, thus giving
complete ownership and sole con-
trol to the Government. “Thus, in
the short space of four years, we
find Canada advancing in rapid
succession from a‘ banking system
with no central bank to a system
headed by a privately-owned and
privately-controlled central bank;
then a partially government-
owned by government-controlled
central. bank; and, finally, to a
wholly - government - owned and
controlled central bank. In all of
this development one finds/an ad-
mixture of groping for a way out
of depression; meeting the de-
mands of an ever-increasing num-
ber of inflationists and money ex-
perimenters; following the cur-
rent fashion in banking; conscien=
tious attempts to improve the
banking system; and, perhaps, a
very considerable leaven of pure
politics.” ¢ Canada thus followed
in the nationalization of her cen-
tral bank the first of the two
methods mentioned above, that of
acquiring through purchase the
ownership and control of the vot-
ing stock of the Bank.

- In the period just before the
war and during the recent war
years .many officers of the 10
chartered - banks of Canada have
either expressed or implied the
fear in their utterances that sim-
ilar measures for the nationaliza-
tion of all banking and credit in
the Dominion may be proposed
and urged in the period of post-
war reconstruction. While ex-
pressing the sentiment that closer
relationships between the banks
and the Government may be nec-
essary after the war, they hope
that nationalization of banking
may not be the way by which it
is brought about. Recent provin-
cial elections in Canada have in-
dicated a heavy ground swell
back to the Conservative Party.
If, in the next general election
which is due soon, the Conserva-
tives should be returned to power
with an overwhelming majority,
the question  as to.-whether the

Bank of Canada sheuld, then, be|

“de-nationalized” would probably
come to the fore. It is doubtfuk,
however, that any changes. would
be made in the Bank affecting its
fundamental organization during
the remaining months or years of
the war. - .

- - -Nationalization in France
The' recent- nationalization of
the Bank of France under the
Communist - Socialist Premier
‘Leon -Blum in ‘1936 was carried
out by -the second method re-
ferred to above—that of giving to
the Government, or the Govern-
ment - taking the right to -appoint
the principal officers of the Bank
and a majority of the board of di-
rectors, while leaving the actual
ownership of the Bank in the
hands of its stockholders, mainly
the “Two Hundred Families” who
formerly constituted the General
Assembly of the shareholders of
the Bank.. Both in organization
and legal framework the Bank of
France remained virtually un-
changed for 130 years, from 1806
to 1936. Although the stock of the
Bank of France was owned by ap-
proximately 40,000 individuals,
the General Assembly was, until
1936, limited by Napoleonic de-
cree fo the 200 shareholders, “who,

4 Alley, W. Edward, op.-cit., p, 118.

according. to the Revue de la
Banque, will be deemed to have
been its most powerful share-
holders, resident in‘ France, for
the six months previous to the
time of the election.” These 200
stockholders, usually referred to
as the “200 families,” elected the
15 regents of the bank and in this
way they were largely responsible
for the policies of the Bank. Mem-
Ibership in the “200 families” was
1a highly coveted henor and was
Spassed down from generation. to
generation. George Boris, writing
on “Reforming the Bank of
France,” in Foreign Affairs for
October, 1936, said that these “200
families,” some of which remained
unbroken from the decrees of
Napoleon in 1803 and 1806, con-
sisted ‘of leading capitalists, large
corporations, and 21 large insur-
ance companies. They thus repre-
sented “families” only in the
broad sense. He also stated that
of the six members of the Council
of Regents who were bankers be-
fore 1936, five of them were de-
scendants of the great. financiers
of the First Empire.

Not all was “peace and light,”
however, between the Bank and
the Government during these 136
years. As early as 1814 one of the
three censors, or auditors, of the
Bank urged modification of the
law governing the Bank because
he said “the law gave the state
power to govern and direct the
Bank and reduced the powers of
the shareholders to mere surviel-
lance.” 5 Proudhon, the French
radical, and author of the book
“What Is Property?”, in which on
almost every page he answers his
own question with the statement
“Property Is Robbery”; proposed
in 1848 that.the Bank of France
should be nationalized or social-
ized, His pamphlet on “Organiza-,
tion of Credit and’ Circulation,”
published that year and later. in-!
cluded in his book on “Resume of,
the Social Question; Bank of Ex-
change,” maintained that such a’
bank, controlled by the State,
should. make no- profits, since it
should have no stockholders, and’
which, consequently, should dis-:
count commercial paper without
interest, charging only a commis-,
sion sufficient to defray its run-
ning expense, This suggestion is’
not surprising in coming from a'
man whose solution to the whole.
question of property in general
was the final “abolition of capital-
istic property, — property. incom-'
prehensible, contradictory,.impos-
sible and absurd.” 6 :

In 1935-1936, however, the Pop-'
ular Front group waged a political:
campaign against the alleged oli-.
garchial control by the sharehold-;
ers of the Bank of France, on the
ground that their more or less’
{complete control deprived the
Government of ‘certain of its
|rights in the field of credit. Before
11936 the General Assembly had
| the right to elect the Council of
115 regents and three censors or

two Deputy Governors were ap-.
pointed by the President of the.
French Republic.
leading 200 shareholders had but
one vote no. matter how many,
shares he held. ;

- The' electiori of April 26, 1936,

fascism the end of democracy, was

combination of the communist, so-

should become the Banque' de la

as it, with industry, supported the
curtailment of expenditures and

5 Boff, Karl R, in an article in the

March, 1944, o1 “Central Banking at the
Crossroads,” p. 260; ‘quoting from a Report
of the Geperal Assembly of the Bank for
: January;dﬂ.i'lsiqf > : -
-+ & ™oudhon; ‘P,
D. 487001 111
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auditors. The Governor and the’

Each of the]

changed all of this. The Popular.
Front, made up of all of the leftist’
groups who saw in the growth of

led by the Communist Leon Blum,;
who later was called upon toform'
a socialist Government from a'

cialist, and fascist groups: Some of
theé popular slogans of the day:
were “Down with the Regents,”
and “The Banque de  France.

France.” The Bank was looked'
upon as a center of conservatism,’

Americdn. Economic Review, Supplement,

the deflationary, moves of the
Flandin, Laval, ‘and Doumergue
governments.— The election was a
sweeping ' victory- for Blum and
the Popular Front. As Socialist
Premier he felt he had a mandate
from ' the people to reduce the
power of the Bank of France, On
June 6, 1936, the Premier  pro-
posed in the Chamber of Deputies
an amendment to -the statutes of
the Bank of France, which had re-
mained virtually unchanged since
1806, “guaranteeing in its manage-
ment the preponderance of na-
tional interest.” The power of the
“200 families” was to be destroyed -
by making the General Assembly
consist of- all of the stockholders
of the Bank, and by changing the
method of election of regents so
as to guarantee a government ma-
jority in the Council. ;

A Streng France Needs a Strong
* Bank of France

We know now that France was
greatly weakened in the years im-~
mediately preceding World War IT
by ' internal strife, particularly
after the rise and acquisition of
power of the Popular Front in
1936.. . One. of the . outstanding
symptoms of that weakness, in my
opinion, was the weakening of the
Bank of France through the un-
certainties and insecurity of its
position under a socialist' govern-
ment. By an act of July 24, 1936,
the managing body of the Bank of
France was brought under the
complete domination of the Gov-
ernment through the appointment -
of the Governor and the two Dep-
uty Governors by the President of
the Republie, and:the increase in
the number of regents-to:20, only
two of whom were to. be elected
by the 40,000 shareholders of the
Bank. The 20 regents and 3 cen~,

sors .were to be selected as. fol-

lows: Of the 20 regents, one each
is appointed- by ‘the ministries of
finance; national » economy, and
the. colonies; six heads of govern-
‘mental departments are ex-officio
members;. six are chosen by the .
Minister of Finance from  lists
submitted by the labor unions,
chambers of commerce, etc.; one
is appointed from the - National
Economic Council from among its
vice-presidents; and one from the
Superior’ Committee of Savings
Banks; then, interestingly for a
socialist government, one, is
elected secretly. by the employed
personnel of the Bank. This leaves
only two to be elected by the
shareholders of the Bank. The

|three ' censors are also appointed

by the »Government. - Thus, the
Bank of France, while: still pri-
vately owned, was managed and
controlled, .until the  downfall of
France, by the government of the
day. i e 4
.- What.the. future of the Bank of
France may be will be determined
largely by what happens to Frarice
itself;, But a strong, democratic
Frarice, in my opinion, needs a
strong, democratic Bank of France,
It ‘might not be.a- return to a
democracy in banking to restore
in. full thé power and control.of
the “200 families,” but made up as
such “families” were; it would be
a better form of control than that
brought about by. the socialization
of a privately-owned institution
by- the socialist-communist group
in power under Blum and his as-
sociates.. ' B |
British Developments -~ *
* Numerous suggestions have
been made’ in Great Britain from
time to. time about the socializa-
tion of credit and. finance in that
country” through the- nationaliza=-
tion of the Bank'of England and
the Joint' Stock banks. Since its
formation in ‘1694, however, the
Bank of England has rermained a
‘privately-owned corporation, un-
der-its official and legal title, “The
Governor and Company of the
Bank of England.” It has always
had " close . relationship. with the.
Government, acting as fiscal agent
and banker of the Government, as
“Commissioner” of the Public
Debt, and since 1928, as the sole

3.“What Is Property?”

issuer of paper money. for Eng- .
land and Wales.
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This close relationship has been
rather : facetiously described - by
one writer? recently: as follows:
% .. ; When the Bank of England
was founded . . . a penalty was
imposed *on the directors should
they lend to the Crown or buy
Crown ‘lands ‘without' Parliamen-
tary consent because the  Whig
Parliament wished to tie the purse
strings of the King, not to protect
the Bank.. For although Parlia-
ment closed the doors of the Bank
to the King, it periodically visited
the institution on. behalf of its
own finances. . After .the Bank
moved its. premises, it. became
known ‘as the ‘Old-Lady of
Threadneedle Street’; and a sig-
nificant part of its history touches
the courting of the rich Old Lady
by impecunious ministries in
search of loans, and ‘conversely
the .courting of sovereign minis-
tries by the Old Lady desirous of
favors. Advantages were. gained
by the ministries when they gave
her a new lease on life by renew-
ing her charter. Advantages were
gained by the Old Lady when she
enabled ministerial ‘suitors to
stave off financial embarrass-
ment.”

Frequently the Bank has acted
as spokesman for the Government
in connection with monetary and
financial policy. As an example
of this I recall a conversation one
day in the summer of 1929 with
two  important officials of the
Bank. The London “Times” had
carried in its “City Notes,” ie., fi~
nancial page,-a statement to the
effect that .the Bank of England
looked with disfavor upon any
extensive export of capital at that
time by large individual and in-
stitutional investors, such as the
huge life "and: general . insurance
companies, and they were particu-
Iarly urged not to invest in Amer-
ican and South American secur-
ities. ' T asked whether this was
simply the view of the officials of
~ the Bank of England or did it

have Government backing as well.
The rather ambiguous reply was
that “Well, you can put that item
more or less in the category of
the attempts your Federal Reserve
System tused o make in using
“moral suasion’ in connection with
desired. credit control in’ the
United States.” By reading be-
tween the lines of their statement
and from other aspects of the con-
versation, I knew the Bank was
speaking in this instance both for
itself and the Government, = "

Nationalization of banking was
one of the avowed aims of the In-
‘dependent Labour Party, the left
wing element of the British La-
bour. groups, which has not been
sidetracked or forgotten. Its chief
advisor, Professor -Harold Laski,
was speaking before an American
university audience shortly before
the present war began. Irﬁ;r’the
question ' period ' which - foll \wed
his address he  was asked''the
question, “What would happen if
in the next war in Europe, or in
its aftermath, the British- Labour
Party again came to power, with
the left wing group or:Independ-
ent Labour Party in the saddle?
What would be the first step in
carrying out its plans-for social
reconstruction?”” © Without a -mo-
‘ment’s hesitation he:replied, “The
nationalization of. the -Bank -of
England and the Joint. Stock
Banka! oo 7007 e b

" During the present war this
. question has been raised -again by
the Archbishop of Canterbury,
through his advocacy- of -the *so-
cialization” of all.credit. in Britain
in the post-war period. :And while
British, financial journals have in-
timated, .that the Archbishop was
speaking, outside the realm of his
competency, in making such sug-
gestions, the fact that such sug-
gestions keep re-occurring indi-
cates that the isssue is by no
means dead. .Some of the recent
writings in Britain on ‘banking
shortly before the war devote con-
siderable space to the ‘question of
arguments against the nationaliza--
tion of banking in that.country.
(Cf. Sayres, Modern Banking,

7 Bopp, op. cit., p. 262.

1938; and Mackenzie, Banking
Systems, 1935, for ‘examples of
this.) Thus, while British' banks
.and all other financial institutions
of that country have been brought
under rigid government surveil-
lance and substantial control for
the war period, the bankers of
that country look forward hope-
fully with confidence to a return
to a system of- free enterprise,
which involves, of course, a re-
turn of freedom and individual-
ism in banking. Whether this. is
simply wishful thinking or a real-
ity will depend upon what form
of government prevails in Eng-
land after the war and its ob-
jectives, :

British bankers suggest . that
while many forms of government
control have been willingly ac-
cepted: as an absolute essential
during wartime, such controls
should be gradually diminished
when the war is over, for a sys-
tem of free enterprise can flourish
only in a real atmosphere of free-
dom. The nationalization of bank-
ing in that country would be,
therefore, a further encroachment
upon the free enterprise of indi-
viduals and an extension of con-
trols, rather than a gradual les-
sening of the wartime controls un-
der which British industry and
banking have operated.

What of the United States?

Mention had already been made
of the Patman Bills and the Jerry
Voorhis Bill which had the com-
mon purpose of having the Gov-
ernment take over the ownership
of the ‘Federal Reserve Banks,
‘particularly the Patman Bill of
1938, and the Voorhis Bill of 1941.
'When some published reports
from Washington indicated that
Chairman Marriner .S. Eccles of
the Board of Governors of the
Federal Reserve System favored
some aspects of these bills, espe-
cially that of the Treasury. ac-
quiring the stock of these banks
.which is now held by the member
'banks of the system, another im-
portant Federal Reserve official,
whose name I will not mention,
said to me, “If this bill passes, and
the Government thus acquires
ownership as well as control of
these ‘banks, that means the end
of democracy-in banking in the
United States.”

Even before these develop-
ments, other “straws in the wind”
during the early days of the New
Deal, should have  indicated the
general trend of the wind and the
current in such matters. The late
Senator Bronson Cutting of New
Mexico, announced on the floor of
the Senate on May -14, 1934,
shortly before his death; that he
expected soon to introduce a bill
“to nationalize the country’s banks|
and credit system,” contending,
that commercial banking and ‘the
issuing of credit must thereafter
be exclusively a government func:
tion. That sounds very much like;|
the recent. pronouncement of the!
Archbishop of Canterbury in Eng-
land regarding his proposal for the
socialization of credit in that coun-
‘try. ‘About the same time as Cut-
ting’s statement, Raymond- Moley,
still at that time a trusted ad-
-viser rather than a severe critic of
the President, wrote an article in
the Magazine Today, on Feb. 3,
1934, on the pertinent question,
“Must the Government Take Over
‘the Banks?”, Even more recently
A. A. Berle, Jr.,, an early New
Dealer moved over to the Depart-
ment of State, made proposals that
the. Government should establish
banks to supply credit to “the
little business man.” Surely with
all of.this smoke there must be
some fire in this trend toward the
nationalization of banking in this
country.

Thus, in the years just before
World War II, we in the United
States, stood, and still stand today,
at the crossing of the ways in
banking and finance. On the one
hand those who. believe.in a re-
turn to a system-of free enterprise
urge -that wet'réturh ;'corimercial
banking to hankers, and.allow the
banks of the country, in the light
of experience and sound banking

tradition, to work out their own
destiny., The other way leads to
increased and more greatly con-
centrated Government control, 'if
not even to complete nationaliza-
tion or socialization, in the French
and British sense of the terms, of
our whole banking structure.

The answer to the question as
to which of the roads banking in
the United States will take, de-
pends.in no small degree, in my
opinion, to the extent to which the
general apathy of the public to
what is happening to banking is
overcome. Public opinion on bank-
ing in this country is not articu-
late, and many bankers and bank-
ing officials are somewhat reluc-
tant, after their days “in the dog-
house” in the early ’thirties, to
gpeak out their convictions on
such matters. Such reticence must
be overcome, and bankers, busi-
nessmen, and sound banking econ-
omists must unite in making their
opinion felt in the country that a
system of free enterprise cannot
be free if our banks, both com-
mercial and reserve, are to be
dominated, regimented, and con-
trolled by a bureaucratic govern-
ment. They must stand ready to
speak out and act against any
further attempts to bring about
ownership by the Government of
the Federal Reserve Banks;
against any type of intermediate
investment credit banks, as pro-
posed recently by Jerome Frank
while serving on the SEC, for
taking care of the investment
credit needs of “small business”;
and against the handling/ by gov-
ernment banks of all of the credit
needs of the “little businessman.”

Reform of the Federal Reserve
~ System

If space permitted within the
confines of this article I would
like to show that there -are but
four fundamentals or essentials of
a- sound ‘-monetary’ and banking
system. All four of these pertain,
directly or indirectly, to our mone-
tary system, while two are con-
cerned with banking as well. Here
I shall have time to mention
priefly only one of these — the
need for a free banking system,
free in a very real sense in both
the functions.of commercial and
central banking.

1t is a fairly generally accepted
principle of central banking that
“A central bank in its manage-
ment and policy should be free
from government control and the
influence of politics.” 8 Our Fed-
eral Reserve system has never met
and does not now meet this quali-
fication. The original Federal Re-
serve Board 'as designed by the’
present Senator Carter Glass and
the ‘Iate Professor H. Parker Wil-
lis, and approved by President-
elect"Woodrow Wilson, was to be
Aldislitpartisan board. But when
Wﬂ’ﬁé‘m‘“ Jennings Bryan, an ar-
derit ‘sipporter of the-spoils sys-
tendin ‘politics, saw -the proposed
set-iip, with all of these potential
jobs that might go to ‘“deserving
Democrats,” he was successful in
securing a change in the bill to
have all board members appointed
in the usual manner for poltical
appointees—“by the President, by
and with the consent of the Sen-
ate.”- Hence, from the outset the
Federal Reserve Board became a
political body. It has never been
free from “the influence of poli-
tics,” and -particularly  has this
been true since the formation of
the New Board of Governors of
the Federal Reserve . System in
1936, following the passage of -the
Banking Act of 1935. What of the

future? i R
- Before we can-entrust this in*

stitution -with- greater credit con-
trol powers, which it should have;
before we can entrust it with the
exclusive right of note issue for
the country as a whole, which, un-
der proper safeguards, it also
should have, we shall have to see
to it that in its organization, pur-
pose, and policies it is to serve

8 Harvey, Sir Ernest, ‘‘Central Banks,”
covered in detail by the writer in an arti-
cle in Barron’s for Dec. 3, 1928, on “The
Rank of Bneland—Its Influence on Central
Banking Systems,”

Canadian Securities

(Continued from page 2481)
little ground. Montreals also met
with scattered support. Internal
issues also were very firm and
e Canadian oollar “‘free’ rave
touched the - official selling level
at 9% % discount. Popular interest
in this section of the market con-
tinues to increase partly on the
belief that the Canadian dollar
will ultimately be restored to
parity, and partly as a result of
growing confidence in Canada’s
post-war prospects.

Turning to possible future de-
velopements, the expectation of a
reaction in the market was based

'mostly on the following technical

factors. The market had to digest
an' unexpected late supply of
bonds offered in connection with
the Sixth Victory Loan. This co-
incided with .the commencement
of our own loan drive. In addi-
tion, the impending elections in
Saskatchewan have caused some
uncertainty.

However, when Victory Loan
activity subsides and Saskatch-
ewan results produce no un-
pleasant shocks, the replace-
ment operations in connection
with the call on July 1 of
the Canadian Nationals, of July
1, 1969, should be sufficient
alone to restore the market to
its previous state of buoyancy.

Fashion Park Attractive

A detailed study of Fashion
Park, Inc., is contained in a spe-
cial circular prepared by Simons,
Linburn & Co., 25 Broad Street,
New York. Copies of this inter-
e§t1ng study may be had from the
firm upon request.

the financial and credit needs of
the nation on a non-partisan, non-
politics basis. g )

Certain monetary and banking
changes or- ‘“reforms” are long
overdue and should be made as
soon after the war as possible,
even perhaps in part before the
war-ends. One of the most im-
portant of these is that of taking
the Federal Reserve banks out of
politics and out from under po-
litical control. There is, of course,
a public interest and a. Govern-
ment interest in these institutions
which should and must be pro-
tected. But, to my mind, this can
be accomplished by returning
greater control of this central
banking system to its owners —
the member banks of the system—
and by reducing rather than in-
creasing governmental control
over our banks and other finan-
cial institiutions. In other words,
a return to democtacy, in fact as
well as in theory in hanking.

To bring this about Iwould sug-
gest, among other things, that the
Board.of Governors bhe:increased
to 11 members, five appointed by
the banks of various sizes of the
country, five - appointed by the
President, by and with the con-
sent of the Senate, on, as far as
possible, -a non-partisan or at
least, a bi-partisan basis. These 10
should then select the eleventh
member who would also be Chair-
man of the Board. Machinery al-
ready exists for the selection of
the banker representatives in that
the banks of each Federal Reserve
District now select the “Class A”
members of the Board of Directors
of ‘each of the Federal Reserve
Banks in such a manner. Two of
the fivq banker representatives
might beé selected by member
banks haying resources, or depos-
its, abbyej]. 10. millions; two by
member banks with resources or
deposits’ of between one and 10
millions; and one by the smaller
banks with deposits or resources
of less than one million. The cre-
ation of such a board, if properly
chosen, would be but one of many
steps necessary to restore democ-
racy to our banking systems, but
it would be a step in the right di-
rection away from this insidious
trend toward government owner-
ship and government operation of
our financial institutions.

Chicago Stock Exch.

| Committee Members

CHICAGO, ILL.—At the annual
organization meeting of the Board
of Governors of the Chicago Stock
Exchange held June 7, Harry M.
Payne, Webster, Marsh & Co.,

‘Chairman of the Board, appointed

the following standing commit-
tees to serve for the ensuing year,
which were confirmed by the
Board: -

Executive—Homer P. Hargrave,
Chairman, Merrill Lynch, Pierce,
Fenner & Beane; F. Fletcher Gar-
lock, Vice-Chairman, F. S. Mose-
ley " & Co.; George E, Barnes,
Wayne Hummer & Co.;" Lyman
Barr, Paul H. Davis & Co.; Joseph
P. Brown.

Admissions — Barrett Wendell,
Chairman; Alfred W. Mansfield,
Vice-Chairman, Thomson & Me-~
Kinnon; John R, Burdick, Jr.;
Ralph Chapman, Farwell, Chaf-
man & Co.; Chancellor Dougall.

Finance—James A. Cathcart,
Chairman, Harris, Upham & Co.;
Charles R. Perrigo, Vice-Chair-
man, Hornblower & Weeks; Clar-
ence J, Bridgen, Paine, Webber,
Jackson & Curtis; Walter . J,
Buhler; Frederick J. Stannard.

Floor Procedure — Edwin T,
Wood, Chairman; John W. Bil-
lings, Vice-Chairman; John R.
Burdick, Jr.; Harry C. Daniels,
Apgar, Daniels & Co.; John 'J.
Griffin; Elmer A. Kurzka, Fred.
W. Fairman & Co.; Frank E.
chonald, Frank E. McDonald &

0.
Judiciary—Emmett G. Barker,
Chairman, James E. Bennett &
Co.; D. Dean McCormick, Vice-~
Chairman, Kebbon, McCormick &
Co.; Clarence J. Bridgen; Morton
D. Cahn; Alfred E. Turner. .

New Business and Public Rela=
tions—Joseph E, Dempsey, Chair-
man, Dempsey-Detmer & Co.;
Frederick R, Tuerk, Vice-Chair-
man, Cruttenden & Co., Walter .J.
Buhler; Chancellor Dougall; Nor-
man Freehling, Norman Freehling
& Co. . -

Mr. Payne also announced the
reappointment of the four present
Advisors: Shelden Clark; Charles
Y. Freeman, Lee Higginson Corp.;
Edward B. Hall, Harris, Hall &
Co.; and Bentley G, McCloud. - .

Kenneth L. Smith was reelected
President for his sixth consecu-
tive term; Lt.'Sidney L. Parry, on
leave of absence, serving with the
United States Naval Reserve, Ray-
mond M. Day, and James E, Day
were reappointed Vice-Presidents;
Walter R. Hawes was rénamed
Treasurer; Carl E. Ogren, Secre+
tary; Martin E. Nelson, Treasuref’
Emeritus; and Loretta Kemp,
Assistant Treasurer. o

Jess Halsted of Scott, MacLeish
& Falk was reappointed counsel.

St. Regis Paper Offers .
Interesting Situation

A booklet outlining the various
products and business outlook of
the St. Regis Paper Company, to=-

‘gether with a statement compar-

ing that company’s new 5% cumu-
lative prior preferred stock, $50
par value, with the preferred is-
sues of other industrial concerns,
has just been issued by White,
Weld & Co., 40 Wall Street, New
York City, members of the New
York Stock Exchange. i
Copies of this ‘interesting an
comprehensive booklet may be
had from White, Weld & Co. upon
request. v ba o

i

" Sugar Stocks Attractive

-Amalgamated Sugar Company
and ‘Utah-Idaho Sugar Company
offer attractive possibilities, ac-
cording ‘to detailed. financial an-
alyses of the situations prepared.
by Edward L. Burton & Company,
160 South Main Street, Salt Lakg
City, Utah. Copies of these inter-

esting studies may be had from

Edward L. Burton & Company
upon request.

i
J

gitized for FRASER
p://fraser.stlouisfed.org/




2486

‘

THE COMMERCIAL & FINANCIAL CHRONICLE

Thursday'; June 15, 1944

The Trend In Reconversion Policy

(Continued from page 2467)

vidually large, but they aid the
peacetime type of production to
mount slowly upward, and they
point the way to the much more
rapid rise possible after partial or
complete victory.

These reconversions have been
so far, and can reasonably be ex-
pected to be in the future, of two
general kinds. The first is that

i of a whole industry or of a group
of companies in it resuming at
the same time. The other is that
if the individual company begin-
ning or increasing civilian pro-
duction without regard to other
companies. The rate at which
given companies are to operate;
their starting time as related to
that of other companies; whether
or not the unproduced quota of
a company prevented by war
work or other causes from resum-
ing is to be accumulated and
added to its current rate at a
future date; what if any advan-
tage is to be given to small com-
panies, and if so, what determines
that a company is small for this
purpose; when shall the new com-
pany, not previously a producer
in the industry be permitted to
kegin - production and at what
rate—these are considerations of
the very greatest emotional and
economic concern to the owner-
ship and the employed personnel
of all the plants concerned, to the
communities in which the plants
are located, to the vendors to
these plants, to the distribution
and service organizations in the
field and to the consumers
whose dollars - are customarily
spent in accordance with certain
very decided brand preferences
which may call for proportions. of
goods by individual makers quite
contrary to what might be planned
by a public agency.

Wrapped up in this problem are
all the old animosities typical as
between one region or community
and another, as between the little
and the big, as between the old
and the new. Needless to say,
your public servant in this situa-
tion must have a sound policy,
accurate information, calm judg-
ment, and unquestioned strength
of character in making decisions
from the standpoint of the public
interest. He must have, then, pa-
tience and an open mind toward
the inevitable appeals against his
decisions—this is to be doubly
sure that all the facts are as pre-
viously thought and that justice
is done.

The most common conception
af reconversion is that of all the
companies in a given industry re-
suming production at a given time
either at the rate prevailing in
some nearly normal- base period
or at some given percentage of
that rate. In the absence of other
more compelling considerations,
that is the policy. Every effort
will be made to so influence cut-
backs and cancellations that the
plants of all the companies in a
given industry, and the plants of
all their component makers and
other suppliers, will' be cleared
equally for civilian production at
the same time. This would result
in the fairest treatment to owners,
workers, distribution and service
organizations, the individual com-
munities involved, and the public,

ut’” war production, which
comes first, must not be warped
to its harm to fit, however, desir-
able post-war production patterns.
And it is almost too much to ex-
pect that, in more than a rela-
tively few of the more than
100,000 concerns to be reconverted,
the so-called “historical quota”
basis can be used without modifi-
cation to fit some more compelling
necessities of the situation. In the
minor reconversions by whole in-
dustries tried so far, the War Pro-
duction Board has accomplished
them with substantial adherence
to this principle of putting an in-
dustry back in business in about
the same position it was when
taken out of civilian production.
A significant example is the elec-
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careful study and the exercise of
considerable commendable inge-
nuity, had the quota of 2,000,000
irons distributed among the com-
panies with only minor adjust-
ments to the original quota cal-
culations.

While relatively few industries
can be expected immediately to
resume as a whole on any given
percentage of a base period, the
study of all of them continues in
the WPB industry divisions and
in the appropriate onés. of the
750 industry advisory committees,
This will bear real fruit when
production capacity in more sub-
stantial amount is available for
conversion.

Meanwhile there are increasing
opportunities for individual com-
panies, either within or without
recognized industry patterns, to
absorb surplus materials and idle
time—and - even to utilize some
controlled materials and compo-
nents—in the making of their old
products or others that may be
suggested to them by lists of con-
sumer items indicated by WPB
surveys :as . being currently  de-
sired. Application to the nearest
WPB field office or to the appro-
priate WPB industry division in
Washington will develop what the
possibilities are of proceeding now
with proposed production, which,
of course, must be accomplished
without interference with the war
effort.

In this connection the possibili-
ties are being by no means ex-
hausted of making simple things
from surplus and otherwise avail-
able materials, on equipment not
being used on war work, in areas
where war production is not ab-
sorbing the efforts of all the
usable personnel there. Critical
components naturally have to be
avoided for the time being, but I
believe the combined abilities of

our marketing research and manu-
facturing people can do a lot more
than is being currently done to
stimulate socially and economi-
cally valuable activity along these
lines.

Groups such as yours, for in-
stance, can properly add your
power to the effort that is being
made by others to disseminate the
knowledge of this opportunity and
to develop ability in this country
quickly to absorb every usable bit
of productive capacity as it be-
comes available,

I believe the private enterprise
system, which with all its faults
has done so much for us, has
never been ' so; weighed in' the
balance ‘as it 'will be, and - is
now, in this matter of prompt ab-
sorption in’peacetime activities of
the facilities and personnel re-
leased from war work. It is a
colossal job. Between' now and
the end of war production, Amer-
ican business to accomplish this
end must gradually or precipi-
tately, as the character of the cut-
backs make necessary, increase its
output of peacetime goods and
services to a point two-thirds to
three-fourths above the 1935-1939
average. This is after taking into
account those who will voluntarily
leave the labor market with the
disappearance of the war need for
their services.

There is no way in which Gov-
ernment can hand to business on
a platter this very desirable re-
sult—if the element of choice is
really to be present in taking up
an occ¢upation and if that same
element of choice is to:.be pre-
served to the consumer in making
a purchase. . i

It would be presumptuous in-
deed for me to try to prescribe
all the measures the business com-
munity should take to met this
great obligation to humanity and
to itself. But as this is a gather-
ing here tonight of marketing ex-
ecutives, I wonder if it is not ap-
propriate for us to exarnine some
of the phases of this obligation

that are inescapably ours.
First, it is obvious that we must

tric flat iron industry which, after|

set our volume sights higher than
most do now—in things people
want or are likely to want—if we
are going to_utilize the services
of anything like all the people
who want to work and most of
whom must work. Too many sales
managers in the consumer field
are taking for granted a post-war
volume that will utilize substan-
tially fewer people than now em-
ployed in their particular plants
on both war and civilian produc-
tion. Many industries peculiar to
the war will all but disappear.
Since some of these are among the
very largest, it is evident that
those plants with peacetime out-
lets must on the average provide
employment for even more people
than at present. e

Second, these goods have got to
represent an acceptable value, and
that is going to be a tough job. The
current estimates by the industry
advisory groups coming to Wash-
ington are that production costs
of civilian items in the hard-goods
field will at the time of resump-
tion have in general increased
from 25% to 35% above those be-
ing realized at the time produc-
tion was discontinued. There is
presumably a vast seller’s market
for most of these products, but
not at prices that are far out of

line with old conceptions of value. |
If greater than former peacetime |
volume can be attained quickly |
on individual products, it will aid |
some in getting the over-all costs |
Two great contributions |
can be made in.this connection |

down,

by marketing executives. One is
getting the volume itself and the

other is getting the cost of dis- |

tribution down. I realize that cost
of -distribution must be to sales
managers what the weather is to
everyone — something everyone
talks about but no one ever does
anything about. Yet this time

—first,: by the industry to make

company’s product in the proper
proportion to that of his competi-
tors. There is a great accumulated
demand for many things that for-
merly had to be sold—and. un-
doubtedly will have to be again.
In the early stages of resumption
many of the individual functions
that formerly made up 4he total
marketing effort may not be neces-
sary. Likewise, there should be a
fresh examination of many of the
features and model variations for-
merly included in the line on ac-
count of a presumed need spring-
ing from ‘consumer demand or
competitive practices, :

The third phase of the obliga-
tion that is ours as marketers is to
realize the degree to which de-
pendence mfist be put in the early
stages of resumption on old prod-
ucts, and to act accordingly.
There are many startling develop-
ments of the war that will be

the post-war period. However, in
the early. stages before tools can
be built, demand established, and
cost gotten down on these new
products, the primary—if not the
almost ‘entire — dependence for
commercial activity and employ-
ment opportunity must be on the
old pre-war products or on minor
variations of them. . This empha-
sizes all over again how high the
sights must be set in post-war as
compared with pre-war volume in
the products with which we are
already familiar, )

Meanwhile, as the accumulated
flush demand from old and new
customers inevitably tapers off,
there must be an accompanying
further broadening of the market
to make it possible and desirable
for still more new classes of cus-
tomers to own the product. It is
to be hoped that there would also
begin to be felt by then some' of
the expected expansion of em-

in connection.with the new con-

sumer products based on the tech-

nical developments of the war.
There was never such a chal-

lenge to any group as this prob-
lem presents to marketing exec-

something must be done about:it|

people willing to buy its product, |
and second, by the individual sales |
manager to make people buy his |

adapted to consumer purposes in |

ployment and commercial activity

Mulual Funds

.(Continued from page 2479)
Story.” A chart of the Dow-Jones
Industrial Average reveals that it
is currently about where it was at
the start of the war in 1939. Dur-
ing this same period, three series
of New York Stocks, Inc.—Auto-
mobile, Electrical Equipment and
Railroad Equipment — have ad-
vanced 30.6%, 13.1% and 11.1%,
respectively, ‘

From the start of the war to
date. the . Dow-Jones Railroad
Average shows an advance of ap-
proximately 48%. In the same
period the New York Stocks Rail-
road Series is up 80.3%. Another
interesting factor brought out by
the charts is that leading individ-
ual stocks (Chrysler, General
Electric, American Car & Foun-
dry and Union Pacific) didn’t do
as well as the respective series of
New:York Stocks during the pe-
riod under survey. From. these
facts are drawn the three follow-
ing infestment axioms:

“Axiom No. 1: It is unwise to
purchase a stock without at-
tempting to determine the out-
look for the industry it repre-
sents. The stocks of favorably
situated industries can.and do
make progress even in a gene-
eral market that gets nowhere.

“Axiom No. 2: It is easier to
forecast the outlook for an in-
dustry than for an individual
stock.

“Axiom No. 3: The selection
of a ‘leading’ stock gives no as-

- surance of superior or even

average performance.”

Hugh ‘W. Long & Co. has pre- |

pared a. tabulation showing’ the

performance of all 20 series of
‘New York Stocks, Inc. -compared |

to well-known individual stocks
in their respective industries from
the “Pearl Harbor”. lows to Jan.
1, 1944. Copies of this report are
available on request. .

E Ed *

“It's June Again,” writes Vance,
Sanders & Co. in the current issue
of Brevits. The significance of this
fact is revealed in a table entitled

“Summer Market Advances 1919-
11943.”

Over that period of 25
years—through bull-markets and

‘bear markets alike —the market

has not failed to stage an.advance
in summer months. In all but

‘three of these 25 years, the ad-
.vance began in June and in 16 of
.the 25 it ended in August.

Brevits points out that, “As the

stock market, of course, does not |

respect a precedent, it would not
be well to rely too heavily on the
ability of June to produce a stock
market rise. At the same time, the
consistency of the record through
all types of markets in the past
lends some weight to the implica-

‘tions, particularly if considered in |

conjunction with the longer-term
‘trend of secthrit}; prices,”

4 #
Comparative figures on the
‘bonds held in Keystone Low-
Priced Bond Fund (B-3) are pre-
sented by means of charts in the
ccurrent issue of Keynotes. In the
.comparisons the .changes in the
companies represented by Key-
stone B-3 between 1936 and 1943
-are shown. During this period to-

utives. Full employment, an ade-
quate standard of - living for - all,
security, choice in jobs and pur-
chases, the preservation and im-
provement of the private enter-
prise system that has made ‘us
great—in fact, the winning of the
peace—all depend in great meas-
ure on how accurate is the market
information on which we act, how

clear is our judgment, how prompt |

and bold and vigorous our action
as to products and. plans,. how
honest and thorough and persua-
sive our selling, - 3

Yet there is nothing in the size
or nature of the task that will not
respond to the experience, inge-
nuity and energy, American mar-
keting executives.haye proved S0
often they.possess... I am confi-
dent that, with-a.full knowledge

of what is at stake, the job will
be done.

tal assets increased $870 million..
Total funded 'debt was reduced
$449 million. Net working capital
increased $863 million and aver-.
age interest coverage on the bonds.
rose from 1.23 times to an esti-.
mated 2.30 times, an increase of,
87%. . !
& # #

In a memorandum from the
Management Staff of Common-.
wealth Investment Co. “An Or-.
ganization Chart for War or.
Peace” is portrayed. The line runs.
from “Your Customer” . through,
“You—the-Dealer” and the shares
of Commonwealth Investment
Company to the various segments:
of American industry. This broad.
diversification.thus achieved for.
the investor provides factors of
safety and future profits. '

Rk ok

The current issue of Calvin.
Bullock’s Bulletin summarizes the.
semi-annual report of Dividend
Shares for the fiscal period ending-
April 30, 1944, On that date total
net assets. of Dividend Shares
were $43,394,272. X

~ * " Bl %

First Mutual Trust Fund, in its.
annual report to shareholders for
the year ended April 30, 1944, re-.
veals total net assets of $2,242,036,
equal to a net asset value of $5.39°
per share. This compares with
$4.59 per share a year earlier,

3 % % 1

Scudder, Stevens & Clark Fund.
reports total net assets of $17,670,.
842 on May 31, 1944, This com-’
pares with total net assets of $16,~
405,165 at thf clo*se of May, 1943."

“My ventures are not in one

~ bottom trusted, ’

Nor to oné place; nor is my

whole estate, X

Upon the fortune of this

ent year.”

With this quotation from the
“Merchant of Venice,” Iare’s
Ltd.  introduces its ‘new folder,
“D-Day -'and Peace Stocks,” inm
which pertinent data on Steck &
Bond Group Shares - of ‘Institu-
tional Securities are presented,

ik B3 %* ’

George Putnam, Fund reports
total assets at a new high, exceed-
ing $9,400,000 as of June 1, 1944,
compared with $7,500,000 a year -
earlier. The trustees, commenting
on the current portfolio position,
report: “We continue to maintain'
a strong:..common stock position,
this portion of the Fund amount-.
ing.to 58% of the total on June
1. At the same time the In-
vestment - Backlog portion was,
strengthened somewhat during the
past month through the sale of -
certain medium grade rail bonds,
which have advanced substantially,

pres--

in price, and the purchase of ad-

ditional high quality defensive
bonds.” ' _ ;
Mutual Fund Literature »

Distributors Group — A Special '~ |
Month-End Price Compatison on’
.Group  Securities, Inc., showing

percentage changes in net asset:

‘value for all classes of shares from’

‘the end of 1941, 1942 and 1943. ... -
Keystone Custodian Funds — Re-,
vised : portfolio folders on Pre-:
ferred Stock Series K-1 and K-2:
and Common Stock Series S-1,
8-2, 8-3 and S-4.'. . . New York
Stocks—A portfolio, folder, as of
June1...: Lord, Abbett—A Com- )
posite Summary ' folder of the
Lord, Abbett sponsored companies’
revised to June. Also revised port-:
folio folders on Union Bond Fund'
“B” and Union Bond Fund “C”.
«+ .+ Selected Investments Co.—A'
current issue of Selections and
-also “the folder “These Things.
Seemed Important.” . T
: - Dividends "
. Affiliated .Fund, -Inc.—A divi-.
dend ‘of “3¢ - per ‘common Sshare;
payable July 15, 1944, to stock of
record June 30. : T g
Group Securities, Inc.—The fol-.
lowing per share dividends, pay-
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 The Electric Utilities Situation

(Continued from'page‘2472)

22% and’ the maximum demands
on our systems from 29.3 to 40.75
‘million kilowatts, or 39%. A sim-
‘ple calculation indicates that the
‘sources- of the great -increase  in
energy of the last four years were:
429 from higher load factor and
'58% from increased demand.
‘“While the process has involved
“drawing to the:extent of 2.6 mil-
‘lion kilowatts on the reserves of
“generating capacity, those reserves
today still aggregate 8% million
kilowatts, 21.5% ir excess of the
“highest peak load 'of the current
‘year, and throughout  the four
“years there has always been a suf-
‘ficient supply of electricity, as to
“time, place and magnitude, for all
‘war purposes. The performance
has therefore been adequate -in
_every. respect. :
Costs Up
Inevitably, these.huge changes
.in physical development have
been accompanied by correspond-
ing financial burdens. In the four
- years ending with 1943 the taxes
»paid by . our industry have in-
" creased $336,000,000, or. 95%:. The
.average - hourly earnings. of our
employees have gone from 8¢
‘ cents.to $1.09 (27% increase) dur-
. +ing the four. .war years, -a cost
- partly offset by.a reduction from
+'239,000 to 204,000 (or 17%).in the
.- number of employees.

Rates Down

While these changes in cost were

. occurring, the average gross
. amount received for a kilowatt
hour sold went down steadily
throughout the war period. In the
last prewar year (1939) the aver-
.age unit price at which electric
energy was sold countrywide was
30% above the average figure of
1.66 cents per. kilowatt hour for
© 1943. * This marked decrease in
average charge might be supposed
to have resulted from the greater
preponderance of power load dur-

. ing the war; however, the average |’

unit receipts went down through-
out the period in all three main
- classifications of electricity—resi-
_dential, commercial and industrial.

Taxes
" The tax problem of the utilities
is principally a Federal tax mat-
ter. It has arisen partly because
the Federal revenue acts have
failed to take into account the two
basid ways in. which we differ
from the average industry: (1)
. Our rates are regulated by govern-
- ment, and (2) since we require
" seven times as much in fixed
" plant investment for a given vol-
ume of business as the average in=
dustrial concern, apparent excess
.profits are not true excess profits
* unless reduced by the’ charges on
the additional plant required to

able June 30, 1944, to holders of
record June 16:

For Second Quarter
Class— Regular Extra Total
« Agricultural —-._ .06 .05 w1l
Automobile ...
Aviation oo i~ 3

° Building

: Chemical oo —n

. Elect.

Food :
. Fully' Admin..... K
General Bond...

. Industrial Mach.. .11

: Merchandising o
Mining cececce-= o

. - Petroleum

Railroad -~ d
Railroad Equip.-. -.
Steel i
Tobaceo ..
. Utilities ——iomem -
Selected American Shares, Inc.
t _A dividend of 19¢ per share,
- payable June 30, 1944, to stock of
. record June 20, - - . -
Union Trusteed Funds, Inc.—

: The following per share dividends

" payable June 20, 1944, to stock of
record June 13: i e

¢ _UBA __ $.46 per share
.45 per share
.25 per share
.35 per share
.16 per share
,13 per share

produce them: The first of these
differences the Federal Govern-

‘ment claims to have equalized by

its War Price Control; the second
Congress evidently tried to cover
by the allowance, in.Section 722
of the 1942 Act, of the right to de-
duct charges on additional facil-
ities needed to produce the larger
wartime revenues. If ‘this was
their. intention, they took it away
in ‘the next breath by the ‘provi-
sion in the same section that such
additional. facilities could count
only if they were planned before
the end' of 1939. ' ;

In addition, there are. other
changes in the tax laws that con-
;istency and fairness would call
or: . )

(1) It is very much to be hoped
that  a. practical way may' he
found, and one which the Con-
gress will adopt, to correct for the
continuing ‘discrimination, in the
levying of corporate income taxes,
between the slow-turnover, high-
investment companies and those
in which the reverse is the case.
(2) The double taxation of divi-
dends, both against . the stock-

6 | holder who receives them and the

corporation that earns them, is a
long-standing evil, acting as a
brake on corporate activity which
will be a continuing deterrent to
business development in the post-

" | war period. (3) Finally, the com-

plete - exemption from Federal
taxes enjoyed by our government-
owned competitors, represents a
tax burden transferred from one
relatively small group of citizens
to the shoulders of our 32 mil-
lion customers throughout the na-
tion. '

These inequalities will not be
cured by the cessation of the war.
since our huge national debt will
make for relatively high Federal
taxes during ‘an indefinite future:

War -Effect on Earnings

The  way the electric utilities
have met the deadly combination
of lower average earnings from
what they sold and higher prices
for what they bought is one more
demonstration of the great inher-
ent flexibility of the - business,
arising from the breadth and in-
finite diversity of the demands for
its service. This basic- quality is
the despair of our enemies and
the satisfaction on 'the whole 'of
our security-holders. A glance at
the financial results of the four
war years is most instructive. If
we take the division of the dollar
received from our customers, we
find that the- proportionate part
required - for operation,  mainte-
nance and depreciation has varied
hardly at all during the four war
years. (The average annual devi-
ation from the mean was less than
1%.) The proportionate part left
after taxes has, of course, de-
creased, but the actual amount in
dollars left for paying a return to
the holders .of our bonds - and
stocks has yielded only gradually
to the terrific economic forces in-
cident to financing the cost of the
war. Gross corporate income, rep-
resenting the amount available

“|for return on all securities in 1943

was $46,000,000 (or 5% %) below
the corresponding figure in 1939.
The balance for common stock

. | was off $27,000,000 or 625%.in the

same period. Both of these de-
creases are the measure of the
failure of the utilities (heretofore
mentioned) to obtain the tax re-
lief to which their special char-
acteristics fairly entitle them. The
disparity “is likely to be still
greater in-1944 due to the increase
in.the excess profits tax rate.

Painful as present excess prof-
its taxes are, they must be recog-
nized as a cushion against the
shock to earnings likely to result
from the:inevitable future cur-

| tailment in war industrial produc-

tion. In our confidence in the
justice of our claim that the Fed-
eral tax laws do not-allow prop-
erly for the special conditions sur-
rounding _our'business, we: must

not lose sight of the fact that our
great taxes are to finance a great
war and that the manufacturing
companies of the country as a
class have suffered a decrease of
14% in net earnings from 1940 to
1943, compared to 7% % decrease
for the electric utilities in the
same period.

As Others See Us

It is always instructive to note
how our industry looks to com-
petent observers on the outside.
For this purpose, the investment
policy of the life insurance com-
panies, as disclosed by the make-
up of their portfolios, represents
a highly expert opinion. During
the decade from 1933 to 1943
wherein the total assets of 49
legal reserve life insurance com-
panies grew from 19 to 34 billion
dollars (or about 76%), their in-
vestment .in all public utility
bonds (not, of course, all electric
light and power) grew 193% to a
total of  $4,872,000,000. This was
even -inr the face of the needs of
war financing which, during the
decade, raised the proportion of
their assets represented by U. S.
Government Bonds from 4 to 34%.
This expert endorsement of the
soundness. of utility bonds is so
broad in scope as to be most con-
vincing.

Municipal Ownership Elections

Another available form of ex-
ternal appraisal of our industry
is that by the people through the
elections which occur from time
to time on the subject of munic-
ipal ownership of electric util-
ities. The present national admin-
istration, with its frankly social-
istic trend, stirred up at first a lot
of interest in the subject of munic-
ipal ownership. During its first
three years, voters, representing
population averaging 4,662,000 per
annum, - went to the polls and
voted (on the average) 66% for
municipal ownership. During the
three years ending 1943, However,
not only was the average popula-
tion affected by such elections less
than one-fifth as large, but the
proportion of this smaller number
tavoring municipal ownership had
fallen to less than one-tenth of
what it was in the earlier tri-
ennium. -That is, 1/59 as many
people voted for municipal own-
arship in the last three years as in
an equal period eight years
sarlier, .,

This " drastic change -in “public
sentiment on this basic problem
was in the face of the obvious
large saving in cost which can be
obtained from municipal opera-

tion through the tax exemption’

such. enterprises enjoy—a saving ;
{ voltages and in another paper we

whose magnitude has greatly in-
creased in the last two years. Pos-
sibly the voters feel instinctively
that this tax exemption for muni-
cipals -operation is go manifestly
unfair that it cannot long endure.
. Depreciation
«The past year has brought im-
portant developments in the sub-
ject of Depreciation Accounting
and  Practice. For nearly five
years a Committee on Deprecia-
tion of the National Association of
Railroad ‘and Utilities Commis-~
sioners has been working on a re-
port. Throughout this period a
parallel study has been carried on
by a joint accounting committee
of the Institute and of the Amer-
ican Gads Association. Last Sep-
tember a form of report by the
NARUC committee was presented
to the annual convention of the
Association and ordered printed.
This report comes out for straight-
line depreciation, based on theo-
retical age-life tables, and claims
that depreciation reserves so com-
puted should be retroactively ap-
plied and should be deducted from
plant account to arrive at a rate
base.

One or more of these tenets are
refuted by committees of the com~
pletely independent American In-
stitute of Accountants and of the
equally detached American So-
ciety of Civil Engineers, and by
studies of the record of actual ex-
perience of typical electric light

¢

and power companies over long
periods of years carried on by our

.own  Committee on Depreciation

Principles. They are also contrary
to the established practice of
many State regulatory bodies over
long periods.

The depreciation program as set
forth by the NARUC Depreciation
Committee would serve to weaken
the position of investors in elec-
tric utility securities and thereby
to make the acquisition of such
securities by public bodies easier
and cheaper.. The studies of our
committees have been aimed to
develop and bring out the facts so
that depreciation can be handled
on a factual rather than a theo-
retical basis and so that deprecia-
tion accounting will be recognized
simply as the process of recording
experience and judgment,

Engineering

Furnishing electric service is
essentially an engineering prob-
lem. It is only after the engineer
has done his work that the com-
mercial forces can take hold. In
the development period of the
electric utility industry our engi-
neers performed so effectively
that there came to be a feeling
that the commercial aspects of our
business are now predominant and
that the problems needing solu-
tion were not engineering ones.
Developments in recent years
have, however, tended to offset
this notion. In that close relation-
ship with economics, which is the
very essence of good engineering
and of good commercial develop-
ment, we are on the threshold of
further important -developments.
Sales promotion has been and will
continue to be effective in reduc-
ing unit costs to our customers,
but only through keeping in the
{forefront of engineering progress
can our basic costs be reduced or
held down to keep our industry in
a competitive position with re-
spect to the services offered by
other industries. :

Ours has always been inher-
ently an industry with relatively
high fixed plant investment per
unit of output. So, while engineer-
ing - is naturally concerned with
the most efficient production of
electricity, it can be. equally ef-
fective when it reduces our fixed
plant investment. Out of this war
are coming new developments in
metals and insulating materials
which engineers will take advan-
tage of to hold down the cost of
power stations and. the cost of

' transmitting power, One develop-

ment we will hear discussed in
this meeting is the prospect of ex-
tending distribution lines at higher

will hear a discussion of the possi-
bilities of building substations for
less money. Other engineering
questions will also be, covered in
the papers that ‘will be presented
which tend to prove that the engi-

| neering part of our job is by no

means finished and that we’ can-
not yet afford to let well enough
alone,

Standardization

Progress is being made in util-
izing the possibilities of repetitive
manufacture to reduce investment
costs in the fields of steam turbine
design, power transformers,
switchgear and distribution trans-
formers. It is important that these
possibilities of price reduction
should be fully realized, as other-
wise the gain might not be suffi-
cient to offset that loss of freedom
in design which is a danger con-
stantly present in all standardiza-
tion practice.

.. Production Plant,

The potentialities of the gas tur-
bine are: being closely followed.
Recent studies indicate that no
gain in operating efficiency, com-
pared to large steam turbines, can
be obtained by gas turbines with
temperatures below about 1100
degrees Fahrenheit. So that the
problem of higher efficiencies is
essentially a metallurgical one of
finding materials which will hold
their strength when operating at
high temperatures. In connection

with exiséing high pressure steam
installations, the Institute is col-
laborating with the Association a$
Edison Illuminating Companies in
research on graphitization of car-
bon-moly steam piping. This is
making progress, but another
year’s work is indicated by the
results so far. |

Commercial Work

The continued growth through-
out the war in the use of electric
energy in home and office, in
spite  of - blackout and dimout
regulations and the cooperation in
the Government conservation pro-
gram, has demonstrated how great
is the public need for electric
service. This need, plus the in-
ability to manufacture new equip-
ment due to restrictions on the
use of raw materials, has pro-
duced great activity in the main-
tenance of appliances and in the
activating of formerly idle equip-
ment, .

Looking ahead fo peacetime and
the availability of equipment, we
may expect all-time sales records
through the replacement of over-
worked elzctrical servants. . There
should also be great demand aris-
ing from the electrification of sev-
eral hundred thousand new homes
that will be constructed each year,
New developments in heating and
cooling of the home, in refrigera~
tion and food storage, are but re-
minders of the coming expansion
of electric services. In the com-
mercial classification of our busi-
ness, higher levels of illumina-
tion, ‘commercial cooking expan-
sion and air conditioning add to
the possibiltes of development. In
the power field, many new uses of
electricity have been developed
during the war for saving time
and cost in manufacture, notably
in electronics and heat applica-
tions to industrial processes. .

All these. considerations have
led to the general belief that the

iend, or even the decrease, of hos-

tilities ‘will bring on a need for
commercial activity by the util-
ities ‘never before equalled. This
was the -theme of the Institute’s
Commercial Conference in Chi-
cago in April, ‘which evidenced -
more interest than any similar
past conference in our  history.
The  diminution of the forces in
our commercial departments in-
cident to the war, contrasted with
the increased promotion tempo
that will soon be needed, presents
a problem not only of reemploy-
metn but also of restraining to
which our companies are very
much alive.

Power Available

The trend of basic economic fac-
tors seems to indicate that we are:
already past the peak and trend-
ing downwards with respect to

war activities. The dates of some
such peaks show:

Construction - Activity: August,
1942; employment in all non-agri-
cultural establishments: Decem-
ber, 1942; Wholesale Commodity
Prices and Cost of Living Index:
May, 1943; Industrial Production:
November, 1943; and National In-
come Payments: February, 1944,

The relative magnitude of civil-
ian compared to war activities is
now much smaller than it was in
the last war. The total Industrial
Production Index at the end of
1943 was three times the civilian
total and was twice as large as the
highest civilian level in ‘our na-
tion’s history. The record of the
last ten years shows a substantially
constant ratio between the Indus-
trial Production Index and total
electric. energy output. Even if,
therefore, we visualize obtaining
after the war the highest level of
civilian industrial production the
country has ever enjoyed, the de-
crease in war production shoula”

leave large amounts of electric
energy for sale.

gitized for FRASER
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Common Sense About Profit Control

(Continued from First Page) :

of peace that we all hope will fol-
low victory in the bloody conflict
now raging around the globe.
If the OPA should be empow-
ered to clamp down a rigid limit
-on profits during the postwar era,
it would be a major disaster not
only to industry, but to labor
: which wants jobs in industry, and
~to agriculture which looks to la-
.bor and to industry for markets
. for its products.
. Let us see just what is involved
.in this question of Profit Control.

From War to Peace

. Some day, we hope soon, this
. war will be over, Some, day, the
drums of war will roll out only to
give cadence to the steps of our
boys as they swing up Main Street
. through cheering throngs in final
victorious review before doffing
uniforms for “civies,” and return-
ing to their homes, their families
and the jobs they left behind,
Before that day comes, this
country must be ready. The mil-
lions who left jobs to go to war,
or to do work in air craft plants
and shipyards, expect to find
those jobs, or adequate substi-
tutes, when they return. The na-
tion’s economy. must be made
ready to provide those jobs. ‘It
must be made ready also to give
work to millions of others who
went to war as boys without a
place in the economic scheme of
things, but who will return as men
who have earned the right to have
jobs. And there will be a third
large group for whom jobs will
be needed—the dependents of
those who won’t be coming back
or who will come back perma-
nently disabled. These dependents
will have to become breadwin-
ners.

" Jobs—The Big Postwar Problem

Basically, no discussion of the
reconversion. period or the post-
war period to follow can be sepa-

rated from the really fundamen-

tal problem that must be solved
~—the problem of postwar employ-
ment,

In plain language, if we hope
to have a peaceful peace at home
when the war ends, we must plan
our reconversion to a peacetime
economy so that it will be. lush
with employment  opportunities
for the more than ten million
veterans who will be seeking
them, along with the other mil-
lions who will be released from
war plants or who will have to
change over from “dependent” to
“breadwinner.” !

This problem cannot be written
on a blackboard and solved with
a few strokes of a piece of chalk.
It is a problem in human lives:
it is etched in broken hearts,
blasted careers, mangled limbs,
orphaned children, widowed young
matrons, bereft parents of miss-
Ing sons,-blood, sweat and tears.

Profits Make Jobs

You cannot separate profit from
the free enterprise system. The
two are inseparable. As Professor
John V. Van Sickle of Vanderbilt
University aptly put it:

“The capitalistic engine is built
to operate with the fuel of profits
and the lubrication of - confi-
dence,”* )

Take away profits, and you take
away the incentive to produce.
Take away profits, and you take
away jobs. Take away profits, and
you take away the urge to keep
cogts down and to offer better
quality at lower prices. Take away
profits, and you take away .the
private enterprise system. Regu-
lations unduly limiting profits
thus go to the heart of our eco-
nomic system.

The profit motive has been
widely recognized in both peace
and war. When we wanted an

~ expanded output of agricultural
" products, what did we do? We
permitted farm prices to rise, and
we fixed high support prices so

* “Has Private Enterprise g Future?”
Trusts and Estates, May 1944,

pigitized for FRASER
m://fraser.stlouisfed.org/ .,

that it would be more profitable
to produce the required items.
When we desired to expand  the
output of war goods, workers
were induced to migrate to war
production centers by offers of
higher wages. Contract renego-
tiation - officials of the Armed
TForces have allowed ‘profits up to
20%, and more, to war contrac-
tors.” No matter where we turn
in our economy, we find evidences
of the catalytic role played by
profits in stimulating production.

Price Control, Profit Control
and Congress

The main objective of wartime
price' ‘control is to prevent in-
flationary increases in the cost of
living. Inevitably, such control
over prices has some incidental
effect upon profits.

But profit control has been
made, in certain directives of the
office of Economic Stabilization
and orders of the Office of Price
Administration, an end in itself,
rather than an incident. When
the OPA undertakes to control
profits, rather than prices, it hits
at the heart of the free enterprise
system, to which we look for the
millions of postwar jobs that will
be needed after victory has been
won.

These attempts to control prof-
its do not stem from the law it-
self. Congress has shown a full
understanding of the key role of
the profit motive in expanding
output and lowering costs.

Again and again, the Congress
and its committees have acted to
conserve and safeguard the profit
motive, At the same time, Con-
gress has permitted no profiteer-
ing in this war. It passed an ex-
cess profits tax to take away 95%
of profits above a level specified
as “normal.” On sales to the gov-
ernment, prices are subject to re-
negotiation where they produce

“excessive” profits. As previously
noted, however, profit margins up
to 20% have been allowed in in-
dividual renegotiation cases be-
cause of extraordinary efficiency,
inventive contributions or the
assumption of unusual risks.

Uncertainty for Business Men

The desire to control profits for
their own sake, manifested by
OES and OPA, has created an un-
healthy tension in business circles
everywhere, particlularly among
manufacturers of consumer goods.

Business men have become con-
vinced that government directives
and orders which seek to control
profits -are inspired or written
by employees of government
bureaus who'want to change our
economic ‘system in essential re-
spects,” ‘who ‘ want to substitute
bureaucratic . . regimentation for
our free economy. Profit con-
trol,” they think, would be one
way to do this.

Now, we are not going to solve
the thorny problems that. lie
ahead if our manufacturers be-
come - jittery, fearful from day
to day of new efforts to squeeze
profit margins - by - government
decree. Yet that is exactly what
is happening. Business men, large
and small, who must provide the
know-how and the venture capi-
tal for enterprise, must be able
to see and plan ahead, so that
they can take steps—if they are
efficient—to recover their costs
and earn a reasonable return.
Profit control by Government
makes this impossible.

Some people say: “Suppose
business men are jittery, What
of it? Who cares?” :

The answer is that when busi-
ness men are unable to make a
profit, no matter how well they
run their enterprises, they will
be forced to curtail or abandon
operations, because management
is the trustee of capital. This
means fewer jobs and less goods.
Unemployment and a falling
standard of living will result.

The business that makes profit,
and uses this profit for further

expansion, - employs - more labor
and expands the national. pro-
duction. Such a business is the
benefactor of labor. On the other
hand, a business that fails must
of necessity reduce employment,

the supply of goods and services,

and is thus a factor in raising the
cost of living. - i

" '2% or Nothing—Vinson

The much discussed Vinson Di-
rective, the most inclusive profit
control' measure yet issued by a
government ‘agency, had its ori-
gin in the disappearance of many
low-priced textile lines from the
market because manufacturers
could not keep pace with rising
costs except by  concentrating
upon higher-priced lines. . The
result was hardship for low-in-
come consumers, who had to buy
higher-priced goods or do without
certain products. Under these
conditions, there developed pres-
sure to expand output of the dis-
appearing low-priced lines.

A program was finally evolved
under which the WPB would
make available the materials re-
quired to produce low-priced
items, and the OPA would per-
mit adjustments in price ceilings
so that manufacturers would not
lose money on such production.

Since a rise in ceiling prices was
involved in this plan, approval
of the Office of Economic Stabili-
zation was required. Director
Vinson issued a directive to WPB
and OPA on Nov. 16, 1943, laying
down the principles to govern
such price ceiling adjustments.
This directive limited profits to
2%, before taxes, in all such ceil-
ing adjustments. This provision
was not made public at that time,
although excerpts of the direc-
tive were rzleased to the public on
December 13. The published ex-
cerpts revealed the amazing fact
that, instead of being confined to
low-priced lines, the directive ap-~
plied to all “essential civilian
goods.”  Clearly, advocates of
profit control for its own sake
had scored a great victory within
the Office of Economic Stabiliza-
tion.

The directive caused such con-
sternation in business circles that
Director Vinson issued a “clarifi-
cation” on Jan. 26, 1944, In this
second statement, he explained
that the first order:

“was intended to apply primar-
ily if not exclusively to the field
of basic textiles and apparel. At
the suggestion of the WPB offi-
cials . . . it was broadened to in-
clude other essential consumer
goods. This has served, however,
to create so much misunderstand-
ing that I am constrained to re-
vert to the original purpose and
intentment of the directive, There-

fore, it will in the future .apply.

only to texfiles and apparel.” ...
But, after thus seemingly nar-

rowing the troublesome term‘‘es~

sential consumer goods,” Director
Vinson then went on to say: '

“Problems arising in connection
with shortages of other consumer
goods where price adjustments
are involved shall be presented to
this office on an individual basis,
for treatment which is consistent
in principle with that provided
for textiles and apparel.”

With one hand, Director Vinson
sought to reassure manufacturers
of civilian goods other than tex-
tiles. With the other, he gave
profit control right back to them
—in spades.

The Vinson directive made 2%,
before taxes, the maximum profit
in such price ceiling adjustments.
But where a manufacturer reports
profits, once again, before taxes,
more than double.those “earned
in the 1936-39 base period, no
profit whatever over costs would
be allowed. Here was profit con-
trol with a vengeance.

Manufacturers, naturally, were
profoundly disturbed, particularly
the thousands of smaller concerns
for whom civilian goods manufac-
ture had become an urgent, im-
mediate problem. As large prime
contractors increased their effi-
ciency, and as they received no-
tice of cutbacks on their war or-

ders, they tended more and more
to pull in their sub-contracts, This
hit smaller manufacturers who

were ‘working on these sub-con-.

tracts. - Considering the. substan-
tial investment required' for re-
conversion and the risks involved;
these smaller manufacturers could
not see how they could undertake

to return to their peacetime oper- |.

ations. under a 2% or no. profit
maximum rule. : :

Just Nothing—Bowles

The Vinson Directive tried to
limit profits to a maximum of
2%:. In - April, the OPA decided
to go the OES one step better by
providing that price ceilings for
many . products could allow no
profit at all. - 3

An important price order ap-

plicable “to. many consumer dur-’

able goods is MPR 188, which
covers such products as household
furniture, office equipment and
machines, dental supplies, com-
mercial kitchen utensils and simi-
lar items. The amendment to this
order issued in April provides
that, when setting ceiling prices
on these products to permit re-
sumption of their manufacture,
the Office of Price Administration
will' make them high enough to
cqver only manufacturing, pack-
ing and shipping costs. Where a
manufacturer’s entire operation is
actually being conducted at a loss.
the ceiling price could be high
enough to cover selling and ad-
ministrative costs as well.-

Here, profit control for its own
sake reaches its logical end—the
elimination of profits. What would
this mean to our postwar eco-
nomic system? How can industry
be expected to provide millions of
new jobs if it can only recover
costs, and no more, regardless of
how good are the products sold
or how econonomically they are
manufactured and distributed?

Let’s Be Sensible About This

We don’t want to have postwar
inflation. We don’t want to have
a postwar depression, We don’t
want to have postwar unemploy-
ment.

Rigid profit control creates con-
ditions that may bring on all of
these ‘evils. By discouraging re-
conversion and curtailing produc-
tion, profit control curtails the
supply of goods, thus paving the
way for a runaway vrice rise. Re-
duced. production, also, spells de-
pression and unemployment.

It is -axiomatic that if we are
to avoid inflation we must have
adequate production. We are not
going to get production if capital
and management are scared away
through fears instilled in busi-
nessmen bv efforts to make con-
trol of profits an end in itself.

- Let’s not trifle with this. It is
too important. The nation must
not permit personal differences.
political differences, ideological
differences, and other clashes of

| viewpoint to take our eyes off the

ball. Our country’s problem is to
see that there is full opportunity
for employment for all who want
to work when the war is over.
Anything that even threatens to
impair the solution of that prob-
lem must be discarded in the
common cause,

Our country’s war production
triumph which followed conver-
sion from a w»eacetime economy

has been the industrial miracle of
the ages. It has been praised as
such even by Marshal Stalin. This
triumph was not accomplished by
rigid profit control. It was made
possible by the incentive of rea-
sonable profits and the patriotic
appeal which caused both labor
and capital to turn out the best
that was in them.

Let’s take a leaf out of the book
of conversion in'solving our re-
conversion problems, particularly
since the patriotic motive neces-
sarily becomes less potent once
hostilities cease. .

Let's be sensible about this
thing!

The Business
-~ Man's -Bookshelf -

" Air Transport. Inﬂustry,. The—
A ‘Study—The National City Bank

paper, . i

" Food. Rationing ‘and Supply,
1943-1944—League of Nations
Publication 1944, II.'A. 3—Colum-
bia University Press, Morningside

Heights, New York City—paper—-

$1.00. .

“J'Iniie‘xes of
Smith—Bureau' of Business. Re-
search, School of Commerce and
Business Administration, Univer-

sity ‘of Alabama, University, Ala,
—Dpaper.

Regulations Relating to Foreign
Funds Control in the United States
—Bank - for International Settle-
ments, Basle, Switzerland—paper
—10 francs (Swiss).

Economics of Control, The—
Abba P. Lerner—The Macmillan
Company, 60 Fifth- Avenue, New
York City—cloth—$3.75, .

Fifteenth Report to Congress on
Lend-Lease Operations (for the
period ended March 31, 1944)—
Supt. of Documents, U. S. Gov-
ernment Printing Office, Wash-
ington 25, D..C.—paper—30¢,

Freedom from Fear—Louis H.
Pink—Harper & Brothers, 49 East
33rd Street, New York 16, N, Y,—
board—$2.50, '

: |
Into a Second Century With

Procter & Gamble—Procter & -

Gamble Company, Cincinnati, Ohic
—cloth. '

Manipulation of Our Federal
Reserve Bank Notes—Walter E.
Spahr—Economists’ National Com-
mittee on Monetary Policy, 70
Fifth Avenue, New York 11, N. Y,
-—paper—free,:

Public Spending & Post-War
Economic - Policy—Sherwood M,

Fine—Columbia University Press,

Morningside Heights, New York
27, N. Y.—cloth—$2.50 (publica~
tion date: June 9, 1944),

' This Is the Road to Stock Mar-
ket Success — Seamans-Blake,
Chicago, Ill.—fabrikoid,

Our Job in the Pacific—Henry
A. Wallace—American Council of
the Institute of Pacific Relations,
1 East 54th Street, New York 22,
N. Y.—paper—25¢.

Railroads and Public Welfare,
The—Emory R. Johnson—Sim-
mons-Boardman Publishing Co.,
30 Church Street, New York 7,
N. . Y.—cloth—$3.00.

Telecoin Div. Announced

Eugene Farny, Chairman of the
Board of The Telecoin Corpora-
tion, announces that an initial di-
vidend of 25 cents per share has
been declared on the $5 par pre-
ferred stock of the Corporation,
payable - July 1 to holders of
record June 15. The Telecoin Cor-
poration operates coin-operated
Bendix Washing. Machines in
apartment houses, Coast Guard
Stations, and Army camps. )

Mr. Farny is also a director of
the Bendix Home Appliance Co.

Railroads in 20th Century

The Association of American
Railroads, Transportation Build-
ing, Washington, D. C., have pre-
pared a most interesting booklet
entitled “Railroads in this Cen-
tury,” a summary of the facts and
figures with charts. Copies of thig
booklet and an attractive brochure
containing four hundred quiz
questions and answers on railroads

and railroading may be obtained
from the Association on request.

Retail Sales in Ala-
bama—John P. Gill and Allene °

of Cleveland, Cleveland,. Ohio—" =
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‘Eugene W. Castle Sees A Gradual
flonditioning For State Socialism

“Jdm Company Executive Warns Bureaucratic Trends,
With Federal ‘Governments “Colossal Payroll,” Wili

Lead To Dictatorship

; In an address before the Advertising Club of New York, on June
7, Eugene W. Castle, President of the Castle Films, Inc. discussed

what he ‘called
‘““the vital
: need for good
' “Federal Gov-

-After pointing.

out that

“heavily fi

nanced minor

ities . i i

country ~are

attempting to

by-pass. or to

openly refute”

our form of @

govern =

ment, he stat- {8

ed “the %egd )

for good Fed- i
eral . Govern-. Eugene W. C:stle
ment’ now is |
not an'issue between liberty-lov-
years, been ‘conditioned’ for death
and ‘inevitable defeat. :
| “In our land, for the past 12
years—before Pearl Harbor and
since—Americans have been gr'ad—_
aally ‘conditioned’ for state social-
ism, regimentation, and one-man
rule to replace our.constitutional
form of government, o

. "“Not long "ago, Vice-President
Wallace, speaking in Seattle, de-

clared that Americans, whether:

they like it or not, are destined to
accept parts of the Soviet system
—a system which he believes and
‘says would be a worthy substitute
for our form of government that
has over a . period of 150 years
made us.the greatest, the freest,
and the most powerful nation on
the face of the earth. d
“Today, while millions of Amer-
jeans are fighting, and ‘tens pf
thousands have already died -in
Europe and in Asia to preserve
.ing Americans. It is not an issue
between the rank and file of la-
bor, and the rank and file of man-
agement, It is not; an issue be-
tween Democrats and Republicans.
Tt is not a partisan issue. It IS a
patriotic issue. i
“In saying this, I want to make
it clear that; like most of -you, I
‘am just an American businessman.
1 am not influenced by any poli-
tical group or individual, nor am
I seeking any political office,
either elective or appointive.
41 et us recall that in Hitlerland
the German youth and the Ger-
man people have, for the past 12
and to protect our inherited free-
doms here, power-hungry politi-
cians and their alien-minded ap-.
pointees and followers at home
are now openly and defiantly en-
' gaged, under the camouflage of
winning the war and the peace, in
the now familiar ‘conditioning
process. If the majority of.Amex:-
icans do not repudiate it, this
could result in the loss of most of
our freedoms at home even before
our fighting legions return from
victories on foreign battlefields.
«Are we' the inheritors of, not
four, but full freedom for Amer-
icans, to lose and perhaps lose
permanently, all that has been
handed down to us through the
years? -Are we to lose our free
and accepted way of life in a mat-
ter of months, days, and finally
ours? .
n «If this happens, then the busi-
nessman, the professional man, the
man who labois in factory, field,
or mine—all American men and
women—will, in time to come, no
longer be able to assert ‘them-
selves as free citizens. .
_ “Instead, .as -subjects of - tpe
state, all will go meekly, all will
go with the indescribable feeling
of fear and of -hopelessness that I
have seen in lands where millions
. of men and women have no rights
at all. All will go to a Hillman,

to a Browder, to a Bridges or to
a Wallace. All will go to their
appointed bus boys and bell hops
for regimentation; to a Hopkins,
to a Frankfurter, to a Niles, to a
Kelly, to a Hague, or to a La
Guardia, and to - their appointed
successors.

“All will go to these power-
entrenched bureaucrats “and to
those who sponsor them for the
right to think, for the right to
speak, for the right to work.

“If under the umbrella of win-
ning the war and the peace,
AmericAns permit this, then these
bureaucrats and their successors

| will decide for each and every one

of us how our lives shall be lived,
what we shall earn, and how we
shall spend whatever money they
decide we shall retain after their
‘arbitrarily < imposed  taxes have
been paid.

“They will rule. We will obey;
—from the cradle to the grave.
Let us, not 'deceive ourselves.
Power begets power. The dicta-
tors of Europe and of Asia have
proved this to all of us.” 3

Speaking of the tremendous
growth in the number of Federal
employees and size of the Federal
payroll, Mr, Castle continued “in
these critical and momentous
times, too few of us seem aware
of, or sufficiently concerned about,
the growing danger to our funda-
mental rights and privileges, and
to the fact that one of the widest
gateways leading straight toward
regimentation is the world’s most
colossal payroll — our Federal
Government’s.

“On this payroll, which is so
huge that it is actually impeding
the winning of the war, there are
now more than 3,300,000 Federal
employees, —— more than one for
every three men in our armed
forces.

“Today, our Kederal Govern-
ment provides an employee for
every 41 citizens, and at‘a cost to
us, the citizens of this country, of
a cool eight billion dollars a year
in salaries alone. Too few of us
realize that this vast army ' of
Federal employees is in addition
to the already adequate local, city,
and.state governments.

“In World War I, Woodrow Wil-
son’s administration employed
917,000 people. Since Wilson’s
time, our Federal payroll has in-
creased nearly four-fold.

“The present number is at least
1,500,000, too many for the job to
be done and for the already over-
burdened taxpayers to continue to
support.

“The size of the present Federal
payroll is really' the beginning of
bureaucratic government, which is
a polite. name for the first step
toward dictatorship.

“The public opinion of our na-

| tion"should be fully mobilized to

demand immediately that work be

dated, that 1,500,000 Federal pay-
rollers can be dropped and put to
work to relieve critical manpower
shortages in industry and in agri-
culture.” -

Urging .that businessmen take
more action to counteract radical
alliances and. tendencies, Mr.
Castle declares. that “if the. busi-
ness men of this country, both
.those who are well known and
those who are not known, do not
begin now to put the welfare iof
their country and their freedom
above their temporary dollars, all
of us may find that in the diffi-
cult post-war era ahead we will
have neither dollars nor freedom
to protect.

“How, you may properly ask,
can we as inaiviauals do our share

“versity,

so streamlined . and so consoli-

Morris Trust Officer
Gf LaSalle Nat’l Bank

CHICAGO, ILL—C. Ray Phil-
lips, President of LaSalle National
Bank, announced the appointment
of Clifton E
Morris as
trust officer.
Mr, Morris
was formerly
trust officer
and director
of the Geneva
Trust Com-
pany of Ge-
neva, New
York, is a law
graduate and
a graduate of
the  Graduate
School of
Banking at
Rutgers Uni-
class
of 1938. He
was formerly
a member of
the Executive Committee of The
Trust Companies Association of
the State of New York.

Public National Attractive

Stock of the Public National
Bank and Trust Company of New
York offers interesting possibili-
ties for investment, according to
a memorandum issued by C. E.
Unterberg & Company, 61 Broad-
way, New York City. Copies of
this  memerandum outlining the

Clifton E. Morris

situation may be had upon request |

from C. E. Unterberg & Co..

~Mallory Interesting

P. R. Mallory & Co., Inc., offers
an interesting situation, according
to an analysis prepared by Steiner,
Rouse & Co., 25 Broad St., New
York City, members of the New
York Stock Exchange. Copies of
this analysis may be had from
Steiner, Rouse & Co. upon re-
quest. "\

N. Y. Trust Co. lntta\i'esting

‘Laird, Bissell & Meeds, 120
Broadway, New York City, mem-
bers of the New York Stock Ex-
change, have prepared an inter-
esting  bulletin' discussing the
current situation in New York
Trust Co. Copies of this bulletin
may be had from Laird, Bissell &
Meeds upon request,

Rails Offer Interest

Gary Railways common and
Memphis Street Railway pre-
ferred offer interesting possibili-
ties, according to ~memoranda
issued by Bittner & Co., 80 Broad
Street, New York City. Copies
of these memoranda, into which
are incorporated news of recent
developments in . the situatior
and earnings, may be had _1i
Bittner & Co. on request, =

; vy iepdd
towards preserving our constitu-
tion and our traditional way of
life, both during war time and
during the post-war era ahead.

“If ten or twenty thousand busi- |. -

ness people will use every means
at their command to impress upon
their friends, their associates,
their employees, and their fellow
Americans the urgent need for
good government, we will achieve
a unity that will hasten the win-
ning of the war and the time
when. the men and women of our
armed forces will come home, and
we will take first constructive
steps to assure the winning of the
peace for ourselves.

“Free and fearless government
for - all cannot be obtained by
wishing and by hoping for it. It
can only be obtained by working
for it and demanding it.

“I believe that business people
—and we are all business people,
whether we work in the front of-
fice, in the store, at the work
bench, or in the field, are now
seeking specific ways and means
to personally’ aid  in obtaining
good Federal :Government. both
presétitly and in the future.”

Broker-Dealer Personnel Items

If you contemplate making

additions to your personnel .

please send in particulars to the Editor of The Financial
Chronicle for publication in this column.

NEW YORK, N. Y —Ilarold O.
Schneider, formerly - connected
with Delafield & Delafield, is now
associated with Cyrus J. Lawrence
& Sons, 115 Broadway.

(Special to The Financial Chronicle)

ATLANTA, GA.— George Paul
Wells has joined the staff of Han-
cock, Blackstock & Co., First Na-
tional Bank Building. For the past
15 years Mr, Wells has been af-
filiated with the Fulton National
Bank.

(Special to The Financial Chronicle)
ATLANTA, GA.—E. F. Willis
has rejoined the staff of Norris &
Hirshberg, Inc., Citizens & South-
ern Building. - B

(Special to The Financial Chronicle)
BOSTON, MASS, -~ Charles M.
Swett has become connected with
Blyth & Co., Inc, 75 Federal St.

Mr. Swett in the past was with|

Newton Abbe & Co.

(8pecial to The Financial Chronicle) .
BOSTON, MASS.—Reginald T.
Pratt is with Chace, Whiteside &
Co., 24 Federal St.

(Special to The Financial Chronicle)
BOSTON, ' MASS. — Luther P.
Smith has been added to the staff

of Perkins & Co., 31 Milk St.

(Special to The Financial Chronicle)
BOSTON, MASS. — Fred M.
Roberts has been added to the
staff of William H. Coburn & Co.,
68 Devonshire St.

(Special to The Financial Chronicle) -
BOSTON, MASS. — Edward L.

/Gates is with Kenneth B, Hill &

Co., 80 Federal St.

(Special to The Financial Chronicle)
BOSTON, MASS.—John P. Don-
nelly is associated with Salomon
Bros, & Hutzler, 75:Federal St.

(Spgcial to The Financial Chronicle)
BOSTON, MASS.— Jeane W.
Churchill is connected with Union
Securities Corp., 75 Federal St.

(Special to The Financial Chronicle)
CHARLOTTE, N. C.—Thomas
W. Haynes has been added to the
staff of McAlister, Smith & Pate
Johnston Building. :

(Special to The Financlal Chronicle)
DENVER, COLO. — Ronald
Welsh has become affiliated with
Otis & Co., First National Bank
Building.

(Special to Tne Financial Chronicle)
DENVER, COLO.— Charles B.
Elder; Jr., is now with Sidlo, Si-
mons, Roberts & Co., First Na-

tional Bank Building.

('Special to ;I‘he Financial Chronicle)
GREENVILLE, S. C.—Earnest
Robert Eckley, Jr., is with McAl-
ister,” Smith & Pate, Inc.,, Wood-
side Building.

. . (Special to The Financial Chronicle)
LOS ANGELES, CALIF.—Mrs.
Margaret D. Turner is with ‘Rus-
sell M, Anderson, 559 S. Figeeroa
Street.

LOS ANGELES, CALIF.—John
F. Egan and Edward J. Mayner
have become associated with
Cruttenden & Co., 634 So. Spring
Street.

(Special to The Financial Chronicle)

LOS ANGELES, CALIF.—Lloyd
R. Arnold and William T. De- |
Graff have become affiliated with’
Fewel & Co., 453 So. Spring Stréet. .

(Special fo The Financial Chronicle)
LOS ANGELES, CALIF.—Lau-
rence F, LeBaron is now with
Crowell. Weedon & Co., 650 South
Spring Street. He was previously
with Norman B, Courteney & Co.

(Specl;ﬂ to The Financial Chronicle)
LOS ANGELES, CALIF. — Fav
C. Marchant has joined the staff

of Mitchum, Tully & Co., 650 So.
Spring Street.

(Special to The Financial Chronicle)

LOS ANGELES, CALIF.—Ver=
non W. Janney is now affiliated
with Akin-Lambert Co., 639 South
Spring St. Mr. Janney was pre-
viously with Protected Investors
of America, Quincy, Cass Associ-
ates, and Hopkins, Hughey & An-
derson,

(Special to The Financial Chronicle)
LOS ANGELES, CAL.— Ralph
D. Lovendale has joined the staff
of Blyth & Co., Inc., 215 West
Sixth St. He was formerly with
Bankamerica Company and in the
past with Wulff, Hansen & Co.

(Special to The Financial Chronicle)
LOS ANGELES, CALIF.—Vera
E. Alexander is with Wyeth &
Co., 647 South Spring St.

(Special to The Financial Chronicle)

MACON, GA. — William C.
Barnwell, Jr., has rejoined the
staff of Merrill . Lynch, Pierce,
Fenner & Beane, Dempsey Hotel
Building,

(Special to The Financial Chronicle)
. MILWAUKEE, WIS, — Gilber$
Schumacher has become affiliated
with F. M, Ayres & Co., 152 West -
Wisconsin Avenue. In the past
Mr. Schumacher was connected
with R. Alger Dake, Inc,

(Special to The Financial Chronicle)

OALAND, CALIF.—J. Warrem
Dooley and Frederick = Stirtom
Weaver are with Merrill Lynch,
Pierce, Fenner & Beane, Central
Park Building. Mr, Dooley was
formerly in charge of the firm's
office in Rockford, Ill., and was
with the Washington, D. C., of-
fice of Fenner & Beanhe. Mr, Wea~
ver was with Bankamerica Com=-
pany and the Pacific Company. -

 (Special to The Financial Chronicle)

ORLANDO, FLA.— Thomas 8.
Denton is now associated with
Merrill . Lynch, Pierce, Fenner &
Beane, 218 North Orange Avenue,
Mr. Denton was for many years
with Thomson & McKinnon  im
Atlanta, Ga., and Palm Beach,

(8pecial to The Financial Chronicle)

PORTLAND, ME. — Paul ' E.
Murphy has become connected
with Coburn & Middlebrook, 463
Congress St. Mr. Murphy was
previously with F, L. Putnam &
Co.
(Specfal to The Financlal Chronicle) 3

PORTLAND, ME.— LeRoy B.
Jordan has become connected with
Coffin & Burr, Inc., 120 Exchange
St.  He:ihwas  previously with
Townsend; Dabney & Tyson.

d .y (Spec{al Q,o The Financial Chronicle)

PORTLAND, ORE. — Harold
ngshner has become associated
with Fordyce & Co., Porter Bldg.

(Special to The Financial Chronicle)

SAN FRANCISCO, CALIF, —
Roy G. Thompson, previously
with Stephenson, Leydecker & -
Co., has become connected with
Davis, Skaggs & Co., 211 Mont-
gomery St. - :

(Special to The Financial' Chronicle)
SAN FRANCISCO, CALIF. —
Donald M. Haseltine has been
added to the staff of Dean Witter

& Co., 45 Montgomery Street.

A
¢ (Special to The Financial Chronicle)

1. SAN FRANCISCO, CALIF. —

| Jordan K. Bell has become asso-

ciated with Walston, Hoffman &

Goodman, 265 Montgomery St. He

\ézas formerly with Dean Witter &
0. ’

(Special to The Financial Chronicle)

WORCESTER, MASS.—Benja-
min S. Chase has become associ-"*'
ated with H. L. Roberts & Ceo.,
Inc., 390 Main St.
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American Foreign
Policy Alternatives

(Continued from page 2470)

© who remain in civilian life in this
war. So far we have managed on
the civilian side, with some nota-
ble exceptions which I am sure
will occur to all of you, on the
basis of voluntary cooperation
with government controls and di-
rectives, always with the big
stick of vast and ill-defined war
powers to force compliance in the
background. For more than a
year there have been demands
from leaders in government that
voluntary cooperation be aban-
doned in favor of direct and com-
plete federal control of man-
power and production. That will
not be done in this war, But in
the next great war, if we permit
it to happen, it will be done with=
out any question, because only
with such totalitarian controls
could any nation hope to fight
successfully
Once adopted, such controls will
not easily be abandoned. The po-
litical leaders in history who vol-

in that next war.!

|

who are for international cooper-
ation, but insist that the United
States retain complete freedom
of action. If we retain it, so will
all other nations, and we'll be
back just where we were in the
twenties.

The United States abandoned
its policy of talk in favor of ac-
tion by the destroyer-bases trade
in the summer of 1940 and by
passage of the lend-lease act in
March of 1941. It was too late
for the change in our policy to
prevent the World War and our
inevitable involvement, but at
least we woke up and acted in
time so that we fight against the
aggressors with allies instead of
alone. :

Now the question is what can
we do to prevent it from happen-
ing again. I believe there are four
alternatives the United " States
can follow.

One alternative is to go back to

a .policy of nationalism or isola-

untarily relinquished great power tionism. Cail it whatever you like,
are few and far between. George and dress it up with whatever
Washington is the one outstand-lmeaningless promises of “cooper-
'ing example in our own country. ation” you like, it still means the

The United States does face same thing, It means that we go

some -grave domestic problems.

it alone, depend solely on our own

But their solution will depend in armed strength for security, with-
large measure on how well we draw from Europe and Asia in so
solve this international problem far as any binding commitments’
of security against future world on our part are concerned. It;

wars.

Furthermore, our demo- means that while we may partici-

cratic system can and will survive pate in many international con-

considerable bungling and fumb-
ling on domestic issues, as it has
in the past. But I am convinced
that it will not survive another
great war,

We are in this war today be-
cause of the failure of our foreign
policy and those of the other dem-
ocracies that wanted peace and
stability in the world. Why did
we and our allies in the last war

fail to build a peace that would adopting it after the bitter lesson|ity and power are combined and
i of this war. I do not scoff. There exercised arbitrarily, the conclu-

last?

Today we hear a great deal of
talk and many commitments to
United States cooperation and col-

laboration in' maintaining peace from the experience of the past States and Britain, where:power
after this war. I wonder just how 25 years, want the United States|to govern may be exercised only
effective cooperation is likely to to do exactly that. They have be-|with the consent of the governed|
be? Let’s take a look at the record come more articulate in the past!and within limitations prescribed
| six months. While I believe they by the people from whom author-

after the last war.

True, we did not join the League
of Nations, but we certainly “co-
operated” in a great many at-
tempts ‘to solve international
problems. As a matter of fact,
over 200 Americans served in the
League secretariat, we constantly
maintained a large delegation of

C“observers”' at Geneva and were
consulted on all major League ac-
tions. iz

Looking back, wé ¢an recall one
international conference after an-
other, during the 'twenties and
early thirties, on disarmament
and other problems, in which'the
United States. participated. Some

were held here. We certainly were

all mixed up in Europe's prob-
lems. The Dawes and Young plans
on German reparations bear the
names of Americans who headed
the commissions which worked
them out. An American was co-
author of -the Kellogg-Briand
pact outlawing war. We "joined
the League in declaring Japan an
aggressor against Manchuria and
Italy an aggressor against Ethio-
pia. In fact, we cooperated and
collaborated all over the place
during the - twenties and early
thirties. So did the other. democ-
racies. And all through that period
nationalism and isolationism were
on the upsurge in every nation.
All of them talked peace, con-
demned aggression and did noth-
ing effective about either one,
Every mation, ourselves included,
insisted on retaining complete
freedom of action to do as it saw
fit in any specific case of aggres-
sion. The result was that no one
did anything, and the aggressors
thrived. It might be well to keep
that fact in mind when judging
the qualifications of candidates

gitized for FRASER

|since our own armed strength

ferences, as we did in the twen-)

ties, we’ll always consider our-
selves a free agent to do as we
please, accepting only such com-

| mitments as suit our own exclu-

sive national interests (short-term
interests I might add) and no
others. . .

Most of you here would quickly

remained so strong that no other
power or combination of powers
would risk. attacking us. History
shows that such a policy has
never in the past prevented war,
and its cost would be terrific, both
in wealth and in sacrifice of our
individual liberties. I believe such
a policy would mean the eventual
liquidation of the value for which
we are fighting this war.

Our second alternative is to
join with Russia and Britain in
an alliance to police the world.
The argument for this policy, and
it has proponents in high places,
is that the military power to con~
trol the world at the end of this
war will reside in the United
States, Britain and Russia, that
authority divorced from power is
unrealistic and unworkable, and
that therefore the Big Three, since
they must supply the power,
should also wield the authority
and between them run the world.
Generally, a division of the world
into spheres. of influence, not too
clearly defined, is envisaged with
each power having primary re-
sponsibility for keeping the peace
and authority to determine condi-
tions in its particular sphere.

We seem today to be drifting
toward this alternative, behind a
facade of international organiza-
tion comprising the tattered rem-
nants of the Atlantic Charter and
the Moscow agreements. The fa-
cade is necessary to make this
policy palatable to America. The
alliance would have to be un-
written and operate behind some
organization shield, because a
formal treaty of alliance would
not command twenty votes in' the
United States Senate. let alone the
64 necessary for ratification.

The reason for that situation
is the best argument against this
alternative. It is quite true that
major world power after this war
will reside in the Big Three and
it is also true that authority with-
out power is meaningless and un-
workable. 1t is also true that for

reject that alternative, probably
scoff at the possibility of our

are Yery powerful groups and,

leaders in this country who, ap-,

parently having learned nothing!

are a minority of our people, they
are organized. and they exert at
the polls an influence out of pro-
portion to their numbers. Because
of that fact, the consequences of
a straight nationalistic policy are
worth exaniining.

It would mean, of course, that
we must maintain indefinitely a
huge army, navy and air force,

would be our only security. Main-
taining an armed force of five
million men at $2,000 per man,
would cost ten billions a year.
Maintenance and replacement of
equipment — ships, planes and
guns—would double that to twen-
ty billions a year for defense. To
expect any substantial revival of
world trade under such a policy
would be folly. We and other
great powers would all have to
go in for economic self-sufficien-
cy, ruthlessly controlling our
economy so. that. we would be
independent of any distant source
of raw materials. What that would
mean in the way of subsidies for
various synthetics and govern-
ment control of production, no one
can now say, but it is certain that
free competition and enterprise
as we know them would be a
thing of the past. The cost of such
a program could be paid in only
one way, through lowered living
standards, just as Germany paid
for Hitler’s rearmament program
in the thirties. With this lowering
of living standards would go in
all probability universal military
training and a degree of militar-
ization of our national life never
dreamed of before.

a dictatorship, where all author-

sion . that the Big Three should
run the world is perfectly logical
and valid. But for the United!

ity flows through legislatures and
laws, the conclusion is completely
fallacious. It goes against our most
fundamental political beliefs and
it is unthirkable that the Amer-
ican people would support know-
ingly any such policy. ;
Actually, such a pattern for the
world would differ only in degree
from that New Order which the
Axis soughi to impose on Europe.
The peoples of occupied Europe
and - Asia.are not likely to take
any. more .kindly to being domi-
nated by the Big Three than by,
the Axis, and the police powers
in their respective. spheres of in-
fluence would be likely to have
their hands full. N
In addition, there would be the
constant danger of clashes of in-
terest among the Big Three, some
of which already are occurring.
Alliances in the past have been
about the most unstable of all in-
ternational institutions, and they
have always tended to bree
counter alliances. :
The cost of such a policy to the
United States in terms of military
expenditures would be about the
same as for a policy of straight
nationalism. We would have the
choice of paying that cost our-
selves, or forcing the peoples in
our sphere of influence to. pay it
by adooting an imperialistic poli-
cy. Indeed, some degree of both
economic- and political imperial-
ism must inevitably accompany
any spheres of influence arrange-
ment. : .
My own conviction is that fu-
ture wars. are almost inevitable
under this balance of power pol-

Whether such a policy would
avoid our involvement in another
war would depend on whether we
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icy. and that of all alternative
volicies. it is the worst for- the
United States. By adopting it;' we

would abandon every ideal for
which we" profess to fight and
earn the hatred of the world in
place of the friendship and confi-
dence with which most nations
now regard us. -

The third alternative is to re-
vive the League of Nations or set
up a new international organiza-
tion along similar lines. In other
words, an international organiza-
tion with authority to make find-
ings, decisions and recommenda-
tions, but with no power to en-
force them. This is what is meant
by an organization of sovereign
nations. Some would even oppose
inclusion of Article® Ten of the
League covenant, which com-
mitted member nations to go to
war against a nation found by the
assembly {0 be an aggressor—a
commitment which no member
honored. The essential point, how-
ever, is,that member nations. of
such an organization would retain
complete freedom  of action, to
accept or reject decisions as they
saw fit, and the organizatian itself
would have no.power at its dis-
posal to enforce compliance.

I believe that many . leaders in
this and other countries envisage
a combination of the second. and
third alternatives — an interna-
tional 'organization to settle dis-
putes with the Big-Three furnish-
ing the power, either individually
or jointly, to enforce the decisions,
probably only when the decisions
suited them.

While this alternative offers
more hope of really maintaining
peace than either of the first two,
particularly if Britain and the
United States remain strong and
alert, I believe that unless it
evolved into an organization hav-
ing both authority and power, the
same thing that happened to the
League would eventually happen
to the new organization. Because
the organization proved impotent
in test cases, mations would. lose
confidence in it and international
problems would be. settled else-
where and by power, politics.and

force. Certainly experience argues

against its success. Such an in-
strument failed miserably in the
twenties and thirties, and it seems
the height of optimism to expect

it to succeed in the forties and"
fifties, when international prob-

lems are likely to. be far more
dynamic and complicated.

The fourth alternative policy for
us is to support an-international
organization . having . both. the
authority and -the power toen-
force the peace. An organization

would - mean anarchy,

that cannot .only settle interna-
tional disputes, - but enforce ' its
decisions, that not only outlaws

aggression, but has the power at;

its command to stop aggression.

The authority of such an or-
ganization could and should. be
closely circumscribed .in the be-
ginning., 1f ' its authority - and
power to act-were limited solely

to stoppirg military aggression,l
it would be a tremendous step‘

forward.. On -all other interna-

our Allies to join in establishing
an international military force,
the -preferable method to me. .
However, we will face that deci-y
sion. the day Germany collapseﬂ;j
Military power will be requiry
to police Germany and her di -
armament. That would be an ideai -/
opportunity, to test the feasability
of an international force, Certain-
ly, there must be continuing su-
pervision of both Germany. and
Japan for the next twenty years,
and it would be far better both
for the United Nations and for
those .countriees, to have the po-
licing done. by an' international
force rather than by national :
forces. L
There are two major arguments:
against adopting the principle of ™
international organization with
power as our policy. One is that
it .would  1nvolve relinquishment
of some. of our national sover-
eignty. Perfectly true. We would
relinquish ihe sovereign right to
wage aggressive war., We would
agree to be bound by decisions
of the organization in the limited
fields in which .weé had agreed
it" was to -have authority. We
would commit ourselves to sup-
port its decisions with our own
national forces if that became
necessary. ) )
It seems to me that our friends
who insist that the United States
must retain complete freedom of
action fail 1o examine the inevit-
able corrcllary to that policy,
which” is that then every other
nation. also must have the same
complete freedom of action. And
weé are vight  back where we
started. Under, the concept of
some sixty-odd completely sover-
eign.nations in the world, we,
have had and will continue to
have international chaos instead’
of international law and order.
If we really want international
law and order instead of recurr-
ing wars, it is time to do some-
thing realistic. about writing and
enforcing the law.. .
When.we spetak of freedom of
the individual in America, we do
not mean absolute freedom to do.
as one pleases, but freedom under
law—Ilaws designed to protect and
safeguard the greatest range of
freedom for the greatest number
of individuals. Absolute freedom
just as
clinging 'to the outworn concept

‘of complete national sovereignty:

or freedom has meant a large de-
gree of anarchy in international
relations. :
The  other argument against
international .organization - with-
power is that it would mean a’
super state. I would prefer myself,
to call it a limited government on
the world level, but I won’t quib-.
ble over words. A super state. So
what. If it makes sense, if it offers
a better hope than any other pro-
posal for peace and stability and,
sanity in the world and for us, are
we going to let words scare us
away from it? ;
But I am inclined to think there

tional problems — colonies, raw s g little- more dangerous doc-
materlals, currency _stat;lhzatlon.‘trine back of the sneering at a
air routes—the organization could’ gyper state. It reveals itself when
function as a clearing house, thh] we are asked what is to keep the

authority only to seek agreements jnternational

organization from

and make recommendations. But! apusing the power given to it,

it should Lave the authority and
power to act against the. occa-
sional outlaw nation that attempts
aggression. *

The structure and mechanics of
the organization, the principles by
which- it -ettempts to-settle inter-
national. disputes—these are. im-
‘portant, but not vital, in this dis-
cussion. In-any event it would- be
futile for one nation. alone to try
to .blueprint .them. because they
can be developed only in the give
‘and: take_of ‘international. confer-
ence, Likewise, -organization and
‘type of military power possessed
by the organization can and must
be worked out in.conference. It
might be the assignment of ro-
‘tating units of national forces to
the international organization,
with the Big Three in the begin-

ning furnishing the bulk' of the
force. ‘

Or perhaps we could persuadé :

of - perverting its force into an
instrument of aggression? That
argument reveals a basic distrust
of democratic procedure. Demo-:
cratic government could not func-
tion except on the premise that
the great majority of people are
decent, : want. to  be: law-abiding,
-and respect their neighbor’s rights:

‘as the:only:sensible way to pre- .

serve ‘their own. It is the_ small .
minority of outlaws against whom-
society - protects itself ' through:
laws and police forces, If we carry:

-that premise into the international
:field, - then we must. proceed on
.the assumption that the great ma-

jority of nations and peoples want
to be decent and  law-abiding,
want peace and not war, want to.
respect the rights of other nations,
and that it is the small minority
of outlaw nations that we must,
guard against. .
Certainly in the twenty years of
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Secretary Perkins Urges Post-War

1

‘Social Security Expansion

(Continued from page 2469)

peace and well-being and when
‘there exists- this fair and proper
machinery for the settlement of
disputes, no strike is justified. In-
‘dustrial peace is essential when
we are fighting a war for the
“preservation of all that we Amer=
-icans hold dear.

ol | know your orgamzatmn 11ke
so ‘many others in all fields of
American activity, is looking-to
“the challenging future we all must
face. Your members and your of-
ficers have long been interested
_in social security for working men
and ‘women ‘and their  children
and you have put: into practice
many advanced ideas. I know you
have an interest and concern ‘in
the proposed expanded social se-
‘eurity - program  because of its
-great value to workers and to’'the

national economy in the post-war;

-period.  There should be no dis-
agreement—and I do mnot think
‘there will be—that a comprehen-
sive system should be set up now
so that benefits will be immedi-
ately available at the war’s end
to" assist in easing the hardships
-of the readjustment period,
“Leaders of ‘organized  labor,
-representatives . of management
and Government experts all coop-
‘erated with the President’s Com-
‘mittée of which I. was Chairman
.on making . the original recom-
‘mendations upon which the Social
-Security Act was based. I am sure
‘you will agree that it stands as a
monument of sound achievement
in  the ‘economic interest of the
*American people. It ‘can be ‘ex-
‘panded in-the light of experience
and need and it will be a further
‘and ‘more effective bulwark

‘my adult life that has been true.
“There were only three aggressor
‘nations —.Germany, - Japan  ‘and
Italy. At any time up to 1936, the
‘combined power “of ‘the -nations
,which wanted peace far exceeded
that of -the aggressors, but it ‘was
never mobilized effectively,. be=
" cause there was no governmental
“organizatioti on the ‘world level
w1th power to mobilize it.

It seems axiomatic to me that:

“if we are to proceed on the prem-
‘ise that a majority of nations
favor war.instead of peace, we
might as well fold up now and
"begin prepanng for the next war.
"No solution is possible on that
‘basis.

" The  fourth alternative—inter-
national organization with power
‘and freedom of nations under
‘international law—offers our best
‘chance of winning the peace as
well as the war. I believe it is the
pollcy the United States should
‘now be svonsoring.

In the final analysis, our gov-
‘ernment will adopt the policy
‘which is supported by the greatest
‘number of peaple who make their
‘support manifest - through - the
‘election of a president and mem-
‘bers of congress.

I have had many persons tell
me they agceed on the importance
of “our foxelgn policy - but . add
“what can I as a single md1v1dual
‘do about it?”

. Single individuals can do every-
.thing. I am convinced that our
-rabid mationalists, -our would-be
imperialists, and our timid: think-
.ers, who shrink from world
-realities, are a minority in. Amer-
.ica today: But they are a vocifer-
.ous, active minority, and they
may very-well decide our policy
unless you who believe in a cour-
ageous, - realistic: policy get into
politics, demand that candidates
,go on record and help defeat those
swho are wrong and those who
«straddle.
« World' peace is democracvs
:greatest problem today, -and . also
-its- greatest political .test. Let us
.at home nieet that test with the
same courage. as -our fighting
wyouth are meeting thexrs on the
battlefield.

against individual want and a pre-
ventive against- community de-
pression.

“Expansion now would prov1de
protection to individuals and fam-
ilies against the loss of income
which ' they - may - suffer for one
reason. or another after .the war,
when a decline from the high
levels of - wartime - employment
would .increase greatly the inci-
dence of risks leading to such
losses, On the:other hand, from
the standpdint of the economic
system as a whole, social insur-
ance: can aid .in maintaining con-
sumer . purchasing power when
national income exhibits a tend-
ency to shrink and thus can assist
in maintaining employment and
business at. higher levels.

“If such extension is undert-aken
now and if the services are’able
to -provide .for. disability, unem-
ployment - retirement, retraining
benefits, specialized protected em-
ployment benefits ' from public
works ' operations, ' and a° strong
and developed employment place-
ment service for us in the perlod
of . demobilization, it can be of in-
estimable value.

“The sense of security which re-
turning soldiers and sailors will
have because their families. are
protected as well as themselves,
if such a system is put into its be-
ginning operations now, will do
much to stabilize our political and
a |social development in the future.
The demobilization of those now
employed in the wartime indus-
tries ‘and their reassignment:to
peacetime - production- would - be
cushioned against doubt and
dread, fear and uncertainty. Our
fighting ‘men need assurance that
they ‘are not' to lose the benefit
rights they have already accumu-
lated. - That is one of the impor-
tant reasons for ‘the . extension of
our social insurance system at thls
time.

“Under an expanded program,
larger ‘benefits ‘would be avail-
able to support the: temporarily
unemployed and their dependents
until ‘they can get located in
peacetime production. Larger an-
nuities-would be paid to the aged
workers. ‘who, - though "normally
they would have retired in 1940,
remained at work until the end of
the war. Permanently disabled
persons, cripples, chronically sick,
injured (non-industrial), too
young to be eligible for old-age
benefits, would for the first time
be able to obtain similar benefits.
Workers who are temporarily dis-
abled by illness would be eligible
for weekly benefits.” When' sick=
ness entails: hospitalization, ‘pay-
ments would be available to ease
the heavy burden of the cost. Fi-
nally, the widows; orphans, and
other survivors of workers who
die could receive benefits ‘which
would - to ‘some extent replace
their loss of support.

“The general sense of security,
which the ordinary man would
get from' continuity . of income
provided by needed types of social
protection; would provide a better
life for the great mass of the peo-
ple. Knowledge that these pro-
grams are in operation would give
a sense of security to all, a sense
of security which is the most po-
tent antidote to fears and worry
over the uncertainty of the times.
Therefore, the post-war period
can be anticipated as a period of
steady.- economic -and - social im-
provement when the standards of
living can- go up, when. families
can improve their homes, plan for
the education of their young, the
development of their culture and
their comfort.

“There- is no question of our
ability to pay for an adequate
system of social security at this
time. Indeed, we can hardly en-
visage ‘an equally propitious time
to introduce postponed spending.
The funds paid into social secur-

ity contributions flow back to

those who ‘pay and to the im-
provement of the social fabric.
This is a period when for reasons
of preventing inflation it is de-
sirable to withdraw purchasing
power from the market. The post-
war period will- be a time when
we want to release purchasing
power promptly, to prevent too
severe deflation. The income of
workers and the income of em-
ployers can today bear the cost of
this increased contribution.

“American workers are con-
cerned with the social security
program- expansion and they are
concerned too, as we all are, with
plans for the post-war period. I
know the International Ladies’
Garment Workers’ Union is study-
ing the problem and that it will
develop a program that will be
realistic, constructive and of prac-
tical value to all of you. Yours is
a progressive and forward look-
ing organization of which you are
justly proud.

“In the post-war period it may
be necessary for the Government
to ‘develop at least a temporary
public- works program on a sound
and reasonable basis, probably a
local basis, as unemployment is
likely to be spotty rather than
general in the transition period.
The ‘main reliance for industrial
recovery is in the development
and manufacture for sale by pri-
| vate industrialists of goods for
which there is-a pent-up need by
the consuming public. This in-
cludes ‘publicly and privately fi-
nanced housing developments to
meet the needs of the public, for
good housing will be of extreme
importance as a stimulant for the
revival of business generally, as
well as meeting a-great consumer
need.

“A variety of public works pro-
grams have been developed on a
local and regional basis, much of
the program engineered and au-
dited, making it possible to put
it mto operation quickly. The De-
partment of Labor has contributed
both to the planning of these pro-
grams and to the prediction of
the areas.where they are most
likely to be needed.

“Within the post-war programs
in the United States already set
up (tentatively), either in the De-
partment of Labor or other agen-
cies of Government, there are a
number of actions which can be
taken . as soon -as peace comes,
which will facilitate the orderly
return of the industrial population
to'normal peacetime ways. Many
of these functions are in the field
of financing and business develop-
ment. A number of them, how-
ever, have at least some machin-
ery in the Department of Labor
or the agencies closely allied to it.
Among the actions which should
be taken . promptly when peac‘e
comes are the following:/'*

“Revocation of all permx{c
which have been issued’ for the
employment of minors “for’' mére
than 8 hours a day, or ‘the “em-
ployment of minors in ordinarily | W
prohibited occupations.

“Revocation of all permits for
the work of women beyond 8!
hours and for the work of women
on the graveyard shifts.

“Promote the reduction of hours
of ‘labor "under -the Fair Labor
Standards Act to 40 hours a week
to spread the work.

“Revocation of Executive Order
9240, and abolish Sunday work,
holiday work, and overtime work
so far as possible.

“Make appropriate adjustments
in existing stabilization program
established under War Manpower
Regulations.

“Make the U. S. Employment
Service a strong and effective la-
bor exchange for transferring war
workers and-veterans -to civilian
activities.

“Enable the U. S E.S. to operate
a nationwide clearance machinery
to facilitate the transfer of work-
ers from surplus areas to areas
where jobs exist.

“Encourage the immediate re-
tirement of those over 65 on their
old-age. benefits.

{‘Encourage the. return to edu-

-cation of any, person under 20, to

The Securities Salesman’s Corner
When Was the Last Time You Surveyed Your Market?

Plans and planners for the post-war world abound in profusion
today—there is one sort of planning though that can be relied upon
to produce something more than mental exercise—that is the plan~
ning  WE DO FOR OURSELVES.

“There must be a good many accounts in every dealer’s territory
that are waiting for someone to call upon them and intelligently
present the reasons why they should buy securities at this time.
As far as individual investors are concerned they must be uncovered
by advertising—either direct mail campaigns or newspaper ads or
both. Then there are. institutional investors—many of them are
overlooked by salesmen who may be calling upon a few individual
investors in a certain localily and never have taken the time to
check up and see if there are some larger estates, trust funds, lodges,
church funds, charitable organizations, attorneys who invest for.
indixéiduals, etc., that would make excellent prospects for develop-
men

Why not then, make a survey of the territory covered by the
sales orgamzatxon" This can be done by a check up of the telephone’
directory when it comes to uncovering institutional prospects. As-
suming that a salesman covers a territory with a number of towns
and smaller cities in a certain locality, why not pick out all likely
looking institutions, assign them to that 'salesman for a call and
report? If the prospect of future business looks promising the name
should be kept on the prospect list—otherwise discarded. Several
good pre-approach letters which stress the firm's ability to service
thf] accounts of institutional investors should precede the salesman's
call, :
Incidentally when writing such letters it is advisable to stress
the point that the firm is PARTICULARLY WELL SITUATED TO
HANDLE INSTITUTIONAL BUSINESS SINCE IT HAS BEEN
SPECIALIZING IN THIS FIELD. One method of eliminating non-
prospects to a certain extent at least, is to offer an interesting
article of special interest to this type of investor, This offer should
be made in the second letter and a return card should be included.
Articles photo-offset from the “Chronicle” which deal with monetary,
post-war, and general investment problems, especially when they
are by world-renowned authorities, would make attractive subject
matter for this purpose. THOSE INSTITUTIONS WHICH REPLIED
WOULD PROVIDE PROSPECTIVE CUSTOMER MATERIAL UPON
WHICH THE SALESMEN WOULD BE ABLE TO CALL. Assuming
that a salesman covered ten different towns, it is possible that this
type of systematic covering of the institutional investors in his terri-
tory might provide him with several additional accounts in each of
the localities on his route.

As far as individual investors are concerned, they must be
uncovered by plain old-fashioned digging. Some salesmen can take
a list of names of the holders of a certain security and just make
the calls and DEVELOP ACCOUNTS. Others must have a certain
amount of preparatory work done before they approach their pros-
pects. Regardless of how it is done. it is first necessary to procure
lists of security’ buyers.. If a list of bondholders or stockholders of
a certain security can be procured where there has been information
released which is unfavorable or disturbing, so much the better.
If a security looks like it is in a weakened position and a good
exchange can be offered, this is also to the good. Many a salesman
who has had the perserverance to go right through a stockholder’s
or bondholder’s list from beginning to end has built himself the
nucleus of a real clientele from just one such list.

Combining individual names with institutional names and :as-
signing them to the sales organization for a systematic going over,
and then seeing to it that the names are followed up and. actually
interviewed should eventually add to every salesman’s personal
productlonmespemally in rural and semi-urban territories where
there-is a good opportunity for making more calls (individual) in
each town or city.

The planned, systematic campaign will bring results because
the law of averages has an opportunity to operate. It may seem
like the longest way home to put on such a campaign but in the end
it is bound to be productive.

school or college or vocationa.

( roc orders on a regular basis, etc.
training institutes.

“Release the housing programs

“Advise and assist women whc
are merely pin-money workers
who came into the labor market
only because of the war need to
leave the labor market and make
opportunity for girls who must

work regularly.

“Provide for - proper - Govern-
ment assistance for loans to busi-
nesses which can reconvert
quickly for the manufacture or
distribution of civilian goods for
which there is a market and
which will provide large employ-
ment.

“Encourage and revive the lux-
ury, transportation, and amuse-
ment industries and trades which
are healthy and good for the pub-
lic judged by normal standards.

“Develop Government aid for

settling certain qualified groups|.

on the land with a scientific pro-
gram of assistance in crop plan-
ning and marketing and supet’-
vision,

“Open' up the planned pubhc
works in those localities where*
there appears to be a considerable:
pool of permanently resident peo-
ple for whom no immediate pri-
vate employment is available,

“Renew all the techniques of
stabilized employment which were
partly developed during the last
depression, such as orders in ad-
vance; extension of rural electri-

fication, manufacturing, Govern-
ment and other capital industry

now found to be necessary and
give appropriate Government as-
sistance .tg.provide construction,
as well _as.to. public programs for
housing: improvements,

. “Encourage normal purchasing
by the public through use of war
savings on a regular and sys-
tematic . basis than speedy, reck-
less spending,

“Encourage purchasing of per-
manent consumers’ goods, like re-
frigerators, vacuum cleaners, fur-
niture, kitchen utensils, automo-
biles, necessary textile, etc.

“These are merely suggestions
for what could be done immedi-
ately. The long pull requires vi-
sion, persistence, and fidelity to
the ideas of unity and human
values.

“You can be assured that a
workable post-war program will
be developed. We in America will
avoid the pitfalls of the last pe-

+|riod of adjustment to peacetime

living because we know what they

are and how to provide against

them. Labor, management and

Government, out of past experi-

ence can, and will cooperate in

stimulating the production, dis-

tribution and sale of goods and

articles for a peacetime market.

I know the International Ladies’

Garment Workers’ Union will be "
a helnful and constructive force
in solving the problems that lie
ahead.”
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Television Deﬁelopmenl Should Duplicate Or
Surpass That 0f Radio, Says Philco Execulive

Much of the fundamental work to form the basis for the post-
war television industry has now been completed, and over the years
television should duplicate and indeed surpass the remarkable record
of growth and progress of radio, it is predicted by John Ballantyne,
President of Philco Corp., in a letter to stockholders accompanying

June 12 dividend checks.

“When tele-

_vision stand-
ards have

been estab-

lished by the

Federal Com-~

munications

Commission

and. the ma-

terial situa-

tion eases to

the point

where new

equipment

can bhe pro-

duced, televi-

sion promises

to grow rap-

idly in public

esteem and

popularity,”

John Ballantyne Mr. Ballan-
tyne believes. “Philco plans to be
fully ready to participate in and
contribute to these develop-
ments.” .
A New York to Philadelphia
television relay . transmitter l‘ink,
connecting the two cities for video
broadcasts, was officially dedi-
‘cated with appropriate ceremonies
on May -25th, Mr.. Ballantyne
pointed out. This new link, in-
‘stalled near Princeton; 'N. J.,
replaces previous experimental
installations and marks the be-

ginning of the first regularly-
scheduled television relay system
capable of providing commercial
service in the: United States. It
is now in operation every Mon-
day night to make the New York

‘programs of Station WNBT avail-

able to the audience of Philco
Television Station WPTZ in Phil-
adelphia.

“The new television relay, de-
veloped by Philco engineers, is
the first of its kind, and is capable

of providing dependable, high-|

quality service at all times and
under all atmospheric condition,”
Mr, Ballantyne states. “It is en-
tirely possible that similar links,
which can be constructed at a cost
of about $15,000 each located ap-
proximately 50 miles apart, may
form the basis for a nation-wide
television system in the post-war
period.”

As previously announced, net
income of Philco Corporation in
the first quarter of 1944 totaled
$946,326 or 69 cents per share,
after estimated Federal and State
income and excess profits taxes
and after provision for adjust-
ment and renegotiation of war
contracts. . In the first quarter of
1943, adjusted earnings amounted
to $708,702, or 51 cents per share.‘

Management’s Stake In
Collective Bargaining

(Continued from page 2470)

method of solving these problems,
and required by law that collec-
tive bargaining should be carried
on in good faith.

.Thus management’s stake in
collective bargaining is to make
it work so that Government can
be forced to the sidelines.

But if Government is to be
pushed out of active participation
in our industrial relations and the
nation is to return to its pre-war
policy toward the affairs of labor
and management, I do not antici-
pate that there will be anything
like a return to all of our pre-
war practices.

It is my belief that public opin-
ion will insist on more harmoni-
ous and more constructive rela-
tions between management and
labor, as the alternative to Gov-
ernment interference:s When I say
we should get the¢Government
out of i“.dustrial ;elg;iqns, 1 do
not mean we should clear the
decks for a free+for-allli’

It occurs to me, trained in the
physical sciences, that when the
Government moves out of its war-
time place as a direct participant
in industrial affairs, a vacuum
will be created if management
and labor have found nothing to
fill its place. And a whirlwind—
in the form of chaotic labor rela+
tions—will rush in to occupy the
vacuum. The American people
have no desire to undergo an in-
dustrial tornado because manage-
ment and labor have insisted on
creating a.vacuum.

. To me, sound collective bar-
gaining is the natural choice to
replace the Government’s wartime
influence in the nation’s industrial
€osmos. :

Granting then that manage4
ment’s stake in collective bargain+
ing is to substitute it for govern-
mental direction—what is it that
deters so much of American in-
dustry from utilizing collective
bargaining? That makes manage-
ment and labor reluctant to ac-
cept collective bargaining and its

“final step, written contracts clear-
1y defining the limits of agree-
ment with arbitration of disputes
arising within the limited field

defined by the contract.

Perhaps it is.fear of the un-
known. Mankind’s basic desire is
security. Both management and
labor are fearful to risk whatever
undefined degree of security they
now possess by binding them-
selves to a final decision they do
not make but are pledged to ac-
cept.

How then can we persuade
American management and labor
to bind themselves to settlements
reached under collective bargain-
ing? + Well, it should be done pri-
marily by reducing the area of
the unknown, by exploring the
field . of industrial relations and
laying -out an area of mutual
agreement, which both manage-
ment and labor have accepted and
which defies what is to be in-
cluded in and what is to be ex-
cluded from collective bargaining.

There is no complete freedom
in a civilized society. Every ‘per-
son sacrifices a portion of his in-
dividual sovereignty when he con-
sents to live ‘as- a member of a,
social group.. In-the field of in-
dustrial relations, it seems to me]|
to be far sounder and safer that
management and labor should be |
bound by bargaining limitations
of their own choosing, rather than
by curbs imposed upon them.
Since some freedom must be sur-
rendered, let it be .defined by the
parties rather than by a Govern-
mental unit, which may be less
interested and less informed on
the circumstances of each situa-
tion. . '

Perhaps by thoughtful consid-

eration we could all be rea=sured
apout the unknown area in col-
lective bargaining, which appears
o' terrify a portion of American
industry. - .
" There is little .about collective
bargaining or arbitration -that
needs to be unknown. It is a part
of Democracy itself, and Democ-
racy, like a milking-stool, stands
firmly on three legs:

(1) Recognition of the essential

- dignity and worth of the
individual..

(2) Recognition of the creative

powers of persuasion.

] 1

(3) Recognition of the value of

truth.

Thus the process of collective
bargaining imposes - upon both
parties the necessity of recogniz-
ing that the other fellow also is
an individual, with certain basic
human rights. Mutual respect and
confidence are necessary as a
prelude to successful negotiation.
That is the first leg.

The second leg of collective
bargaining substitutes the creative
powers of persuasion for the ar-
bitrary use of coercion or force.
Through the process of persuasion
the parties are prevailed upon to
accept certain limitations upon
their demands—a field of mutual
agreement is created within which
negotiations can be carried on
confidently and  constructively,
without corroding suspicion of the
other fellow‘s motives or methods.

Although the limitations some-
times may be accepted through
expediency, still it is acceptance
without force and not an imposi-
tion of conditions upon either
party. F

Since each party has partici-
pated in determining the condi-
tions and limitations under which
he will operate, he is not con-
tinually hounded by the questions:
“Is there something hidden here
I don’t see? Am I surrendering
something I don’t know about?

To seek an answer to these
questions beforehand is the func-
tion of collective bargaining. To
explore the situation, determine
the needs, and then define the
limits of negotiation and arbitra-
tion, thus clearing the air of neb-
ulous fears and suspicions.

Neither party to a dispute sur-
renders its freedom of action by
agreeing to submit the issues aris-
ing under the contract to arbi-
tration, because the parties them-
selves have. set the limits within
which arbitration will be supplied.
It is where collective bargaining
does not function effectively, and
the Government  has to step in,
that conditions and terms of em-
ployment may be imposed from
outside,

Which brings me te the third
leg of Democracy’s milking stool
—recognition of the value of the
truth. In the process of using per-
suasion, you must of necessity get
at the truth, since you can obtain
agreement only through. persua-
sive facts, and not by the impo-
sition' of arbitrary conditions or
the use of force.

Every dispute is compounded of
a mixture of fact and opinion,
truth and prejudice. The bargain-
ing process explores the issues in
dispute, distinguishes between
facts and opinion, and sets the
alternatives side by side, so that
the  parties may put aside the
worse dnd select the better.

The process of negotiation serves
asiary emotional purgative, recog-
nized.tongago by the Greeks, who
aszusualichad - a word for it—
Katharsis.y -

“.Havingtexhausted their argu-
ments and cleared the air of emo-
tional attitudes, the parties are

more likely to use their heads in-

stead of their hearts and reject
the worse and choose the better
alternative. "

What are our prospects for suc-
cessful development of  a collec-
tive bargaining relationship which
can shoulder the heavy burdens
indicated for post-war industry in
America?

The negotiating process is not
an easy one. There is a need for
patience, knowledge and skill if
union and employer are to be
brought into agreement at the
conference table. But it is the
only constructive, civilized way.

The first step lies in utilizing

| existing grievance machinery to

the fullest extent. Unions and
management must become accus-
tomed to settling their daily dif-
ferences between each other
across the table, rather than turn-

|ing to the War Labor Board or
any Governmental agency that |-
.both industry and labor can take

may be in existence in peacetime.

Both industry and labor are:be-

coming more aware :of (the: danger

in the wartime. attitude:many of
. RS Tl s

Hearing Held Before SEC---

- ATONEN R | g
Dealers Oppose “'5% Spread”
‘ (Continued from page 2467) .. e

the passage of the “5% rule” the NASD Board of Governors

had exceeded its powers.

Frank J. Maguire, in behalf of S. C. Parker & Co., Inc,,
of Buffalo, N. Y., also voiced his opposition to the rule.

The session held forth to a crowded hearing room. Im-
portant personnel in the securities field was present, in-
cluding Wallace Fulton and Henry G. Riter, 3rd, of the

NASD.

The Commission, by order, had limited the heai‘ing to a
determination- of ‘whether the “5% spread” constituted a

rule, and if so, “whether the

action pursuant to Section 15 A
change Act of 1934 as amended.”

Commission should take any
(k) of the S‘ecurities Ex-

ALL WHO WERE HEARD ADVOCATED THE ‘ABRO-

GATION OF THE RULE.
At the close of the hearing

leave was given to all counsel

to exchange and file briefs within two weeks, with one week

additional for replying briefs.

Besides Mr. Kole, the Securities Dealers Committee was
also represented by A. M. Metz.

their members have taken, under
which they refuse to settle dis-
putes and  tell their employees:
“Take it to the War Labor Board.”
Negotiation is refused in an effort
to discredit the union with its own
members by making it impotent
in handling routine shop disputes.

In the same fashion, some lead-
ers refuse to compromise on. a

dispute in plant negotiations. They | ..

attempt to hold over manage-
ment’s head the threat: “Give in
or we’ll take it to the WLB.”

The more alert members of both
aides see the danger in such an
attitude. It forces the Government
to assume more and more a direct
participation . in labor relations,
rather than to retire from the
field. If labor and management
turn to the Government for solu-
tion of their -differences they
must expect to swallow decisions |
which frequently will not be
favorable or pleasant.

The Bonard has decided more
than 6,700 dispute cases involving
8,500,000 workers since it was es-
tablished Jan. 12, 1942, to settle
major wartime disputes between
management and labor. But it
could never hope to arbitrate all
the thousands of grievance cases
arising in American war plants
every day, f

For this reason the Board has
insisted that employers and unions
write arbitration clauses into their
contract grievance machinery, and
that grievance procedures be used
day to day as much as possible,
so that the production of war ma-
terial may go on unhindered.

There is another reason why
the Board wants to strengthen or-
derly in-plant handling of labor
grievances, sg that our collective
bargaining ‘system can assume
heavy post-war responsibilities
which I believe are inevitable af-
ter the no-strike pledge has been
dissolved and the wartime pres-
sures for industrial peace have re-
laxed. Looking ahead to that day,
industrial and labor - leadership
should strive now to build up
knowledge and skill in handling
in-plant grievances which can be
carried to the conference ‘table.

Such. a backlog of associations
and experience cannot be built
overnight. . American - industry
must, start its post-war planning
now,. if it is to be prepared to
assume the responsibilities that
will be created rather suddenly
with the end of the war.

There is likely to be a demobili-
zation of discipline at the samei
time there is a demobilization of
men with the coming of peace.’
Industry, along with the rest of:
the nation and the world, must
be prepared to exercise restraint
and influence now being supplied
by the Government.

So let me suggest several .steps

right now as an immediate war-
time preparation for this trying
period:

(1) Live up to your contract
and make them work, - °
(2) Install arbitration as the
final stage in your con-
tract’s grievance procedure,
If you already have griev-
ance arbitration machinery,
be sure you utilize it on all
disputes. <
If your contract is about to
terminate, - extend it by
agreement  of union and
management . until a new
one has been negotiated.
Employers should not need-
lessly* disrupt labor. rela-
tions in their plants by
challenging  the right of a

(3)

duly-certified union to rep-

resent . their employees in
collective bargaining, .

In the same fashion, unions
should not engage in .raid-
ing tactics which upset la-
bor conditions in a plant. '

Make a sincere” effort to
reach a settlement in nego-
tllating new contracts or re-
vising old ones, Reliance on
the War Labor Board. to
direct a settlemeént starts
the merry-go-round again,
keeping the Government in

the field of industrial re-

lations,
American industry and" labor

T ——

D T

have been able—with a few noisy - |

exceptions—to settle their differ-
ences during ‘the war, either at
the conference table or through
the War Labor Board. They have
learned that it is possible to do
this without the tremendous losses
which ‘accompany strikes and
lockouts, :

The task that lies before them
now is to adapt their wartime ex-
periences to the needs of peace-
time industrial relations, so that
we can_avoid drastic readjust-
ments when the pressures of war
have been removed and the Gov-
ernment has, I trust, stepped out
of the field of labor arbitration,

Attractive Situation-

“H.” H, 'Robertson Company;
which 'is' tax-free in Pennsyl-
vania, offers interesting. possi-
bilities,- according to a memoran-
dum being distributed by Buckley
Brothers, 1529 .~ Walnut Street,
Philadelphia,. Pa., members of the
New York and Philadelphia Stock
Exchanges. Copies of this memo-
randum may be had upon request
from Buckley Brothers.

. Profit Possibilities

. Raymond & Co., 148 State St,,
Boston, Mass., have prepared an
interesting discussion of the
profit possibilities in Frisco
issues, and how current holders
will fare by the new capital set-
up; post-war. estimates -and fig-
ures are also presented: in the
study; conies.of which' will. be
sent by the firm upon request.
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- DIVIDEND NOTICES

© AMERICAN MANUFACTURING COMPANY
o Noble ‘and West Streets. -

Brooklyn, New. York

The Board of Directors of  the American
Manufacturing Company has declared the régu-~
lar quarterly dividend of $1.25 per share on
the Preferred Stock and 2 dividend of 50c per
Company
Both payable 'July 1, 1944 to Stockholders of
Record at the close of business June 15, 1944,
The stock record hooks will be .closed for. the
Bur_poso of transfer of stock. atthe close of

usiness June 15, 1944 until July 1, 1944,

e ROBERT B. BROWN, Treasurer,

Dividend Notice of
‘THE ARUNDEL CORPORATION,
Baltimore, Md.

June 13, 1944,
The Board of Directors of the Arundel Cor:
poration has this day declared 25 cents per
share as the regular quarterly dividend on the
no par value stock of the corporation issued
and outstanding payable on and after. July 1,
1944, to the stockholders of record on the cor-
i f;raltég;l’s hooks at the close of business June

' JOSEPH N, SEIFERT, Secretary.

EATON & HOWARD
BALANCED FUND

The Trustees have declared .a
dividend of 20 cents per share
payable June 24, 1044, to
.shareholders of record at the
close of business June 16,
1944, 7

June 9, 1944 24 Federal Sweét, Boston

LOEW’S INCORPORATED

“THEATRES EVERYWHERE"’
June 8, 1944
HE Board of Directors on June 7th,
1944 declared a dividend at the rate of
50c and 50c extra per share on the otut-
standing Common Stock of this Company,
payable on the 30th day of June, 1944 to
stockholders of record at the close of busi-
ness on the 20th day of June, 1944, Checks

- will be mailed.
! DAVID BERNSTEIN,
Vice President & Treasurer

prb—

OFFICE OF .

LOUISVILLE GAS AND ELECTRIC COMPANY

The Board of Directors of Louisville Gas and
Electric.Company. (Delaware) at a.meeting held
on June 9, 1944, declared a .quarterly dividend
of thirty-seven and one-half -cents (3712¢) per
share on the Class A Common Stock -of -the
Company, for the guarter ending May 31, 1944,
payable by check June 26, 1944, to stockholders
‘xl);‘;eoord as of the close of business.June 19,
At the same meeting a dividend of twenty-tive
cents (25¢) -per share was declared on the Class
B mmon Steck of the Company, for the
quarter ending May 31, 1944, payable by check
June 26, 1944, to stockholders of record as of
the close of business June 19, 1944
£ G W KNOURFEK, Treacnrer,

.New York & Honduras Rosario

Mining Company
120 Broadway, New York, N. ¥,
June 14, 1944,

DIVIDEND NO.. 367
* The Board of Directors of  this Company,
at a meeting held this day, declared .an in-
terim. dividend for. the second quarter of 1944
of Sixty-five Cents (§$.65) a share on the out-
standing. capital stock of this- Company, pay-
able on June 30, 1944, to stocknoiders of
record at the close of business on- June 20,
1944.

1 W. C. LANGLEY, Treasurer.

—

THE TEXAS COMPANY

A
v TEXACO

A dividend of 50¢ per share or two per
'cent (2%) on par value of the shares
of The Texas Company has been .de-
clared this day, payable on July 1, 1944,
to0 . stockholders of record as shown by
the. books of “the’ company ‘at the close
of business on June 9, 1944. The stock
. eransfer books will ‘remain.open. :
' 1. H. LINDEMAN

Treasurer

167th Consecutive Dividend paid
by The Texas Company and its
predecessor.

May 26, 1944

UNDERWOOD -ELLIOTT FISHER - -COMPANY

The Board -of Directors at-a meeting held
June 8, 1944, declared & dividend for .the second
quarter of the year 1944 of 50¢ & share on-the
common stock of Underwood Elliott Fisher Com-
pany, payable June 30, 1944, to stockhelders of
yecord at the close of business June- 20, 1944,
Transfer books will not be closed.

C.'S. DUNCAN, Treasurer.

 UNITED FRUIT COMPANY -

) Dividend No. 180 X )
A dividend of seventy-five cents per share
on the capital stock of ‘this Company. has bee};
declared payable July 15, 1944 to stockholders
of record- at ‘the close of -business - June 22,

19440 - . i
. LIONEL W. UDELL, Treasurer.

" Soya Co. Attractive

" Reynolds &.Co., 120 Broadway,
New York City, members of the
New York Stock Exchange, have
prepared an interesting report on
Central Soya Co..common. Copies
of this report are available upon
request from Reynolds & Co..

\

‘Municipal News & Notes

City Commissioner Daniel S.
Bader, who is also Director of
Revenue and Finance, has made
known the fact that Atlantic City,
N. J., contemplates the refund-
ing of $22,199,000 of outstanding
callable general and water bonds.
Ordinances providing for the re-
funding /were approved by  the
Board of City Commissioners on
June 1 and set-over for' public
hearing -and final . adoption on
June 29.

The refunding will be car-
ried out in accordance with a .
plan ‘prepared for the muni-
cipality by Stifel, Nicolaus &
Co., Chicago investment bank-
ers, and Wainwright, Ramsey &
Lancaster, municipal bond con-
-sultants of New York City. It
is expected that the refunding
will result in a saving of in-
terest charges to the city of $3,-
250,000, Finance Director Bader
advised. Additional large sav-
ings will be possible in the
event of further improvement
in the city’s credit or if excess
funds become available, he
stated, as more than two-thirds
of the new bonds to be issued
will be.subject to call ‘at par,
at various times.

The bond ordinances provide
for the issuance of $20,433,000 gen~
eral refunding bonds and $1,686,~
000 water refundings and the
average interest cost will be
3.185%, a reduction of over 1%
from. the current. average of
4221%, according to Mr, Bader.
The new general bonds will con-
sist of general and term obliga-
tions. The serial bonds, amount-
ing -to $12,933,000, will bear 3%
interest for the first two years
and 3V1% thereafter to final ma-
turity in' 1967, and all ‘maturities
will be callable at par after Dec.
1, 1959, Term bonds in the amount
of '$7,500,000 will bear 3% % in-
terest and mature in 1967. While
retirement schedule for the term
issue provides for an annual levy
of $375,000 for principal, it is pro-
vided that $750,000. become call-
able each year “so that if there
are. additional funds available,
that amount may be retired either
by: call at par or by tender at less
than par if the market for: the
bonds is below par.”

The proposed  new $1,686,000

' water refunding bonds will beax

“the low rate of 212 %,” Mr. Bader
pointed out, and will mature. se-
rially to 1963. The outstanding
water bonds mature in 1973 and
bear 4% to 1967 and thereafter
41 9%. The outstanding general
refunding bonds bear 3% %.
through 1945, then 4% through
1951 and thereafter 4% % to 1973.
They are -callable 'at par up to
July ‘1, 1952, after which they be-
come callable at103."

In announcing’ the " projected
operation, Director” of ' Finance
Bader commented as follows:

“The refunding plan will give
the - taxpayers the benefits of
not only a very large saving
over the life of the Jionds, but
an immediate and coatinued re-
duction . in debt costs, which
-will undoubtedly be reflected in
further. improvement in prop-

" erty values throughout the City.

“Prior to final approval of the
ordinances, the plan, as required
by New Jersey law, will be sub-
mitted to the local government
‘board in. Trenton, which has au-
thority over all aspects of refund-
ing in New Jersey, including ma-
turities, interest rates and. costs.”

New Move Reported To
Permit- Commercial Banks™
‘To Underwrite Revenue .
‘Offerings s :

A further effort to amend. the
banking act-of 1933 so as to per-
mit commercial banks to- again
underwrite revenue bond issues is
currently underway, it was re-
~ently reported by the Municipal
Finance Officers Association.
While possibilities in that direc-
tion have been discussed in the

past, the current move has at-
tracted considerably more inter-
est, it was said. At the present
time, commercial banks are pro-
hibited from engaging in revenue
bond underwritings, but are per-
mitted to purchase such instru-
ments for their own portfolios.
The restriction is found in the
clause of the 1933 statute which
says -that the banks can handle
“general obligations” of the States
and their local subdivisions.

Thus in order to include rev-
enue bonds within the scope of
the activities of such institu-
tions, it would only be neces-
sary to eliminate the word “gen-
eral” from the act, it is pointed
out,

In view of the increased use of
the revenue bong by the States
and municipalities, also quasi-
municipal agencies, and the pros-
pect for far greater expansion of
this type of financing after the
war, it is easy to understand the
reasons underlying the present ef-
forts to allow commercial bank
participation in such issues.
Whether investment: banking
houses and bond firms look with
particular favor on the suggested
bank act amendment is ‘a moot
point;in light of the new element
of competition that would thus be
injected . into ' the revenue bond
field." ;

" With reference to the present
efforts to bring about the change
in the banking act, the Munic-
ipal Finance Officers Associa-
tion is reported to hold that
“such a liberalization of the
banking law would broaden: the
market and stimulate competi-
tion between local banks and
dealer syndicates” on revenue
bond offerings.

Revenue Bonds Discussed
By Cleveland Attorney

Revenue bonds was the subject
of a recent address by Robert F.
Denison -of Squire, Sanders . &
Dempsey, well-known ‘municipal
bond attorneys of Cleveland. In
addressing the annual conference
in that city of the Municipal Fi-
nance Officers Association of
America, the Cleveland attorney
made the point that, as a result of
the performance of this type of
security in the depression period,
“many of the assumed disadvan-
tages of revenue bonds have dis-
appeared.”

In those days, Mr. Denison
said, there were “many instances
where revenue bonds were not
in default,” although this was,
not true of ‘general obligations

of the issuing community, "’

G of

Due to lack of investment stand-

ards, as the attorney. noted,i:comn+

siderable difficulty attended:sale
of revenue bonds during the:early
stages of such financing.:dIn yhost
instances, a very high rate of in-
terest and/or price discounts were
required to interest investors. The
degree to which the pendulum has
moved in the opposite direction
is vividly attested by.several re-
cent revenue issues, including, of
course, the $56,000,000 California
Toll Bridge and the $41,533,000
Consumers Public Power District,
Neb., refundings.

Many other examples could
be cited to demonstrate the
marked favor now accorded
revenue issues by investors, in-
stituional and otherwise. Indeed,
there are some instances where
the investment standing of rev-
enue debt is equal to and even
better than general obligations
of the issuing community. :

Getting back to- Mr, Denison’s
address, press accounts quote him
as saying that “municipalities
must face the possibility of hav-
ing to pay Federal income taxes
on the net earnings of their util-
ities” - Such . an - eventuality, of
course; cotild ‘possibly change the
complexién lof thepresent operat-
ing resultsiof projects financed by

revenue debt. For one thing, pay-

Tomorrow’s Markets
Walter Whyte '
Savs

(Continued from page 2470)
will let any of the pending
bills become laws. There is
the possibility that any veto
can be overridden. But this at
best is only a possibility.

So far as the market is con-
cerned, it seems to feel that
whatever is in the cards is
worth higher stock prices. Ex-
perienced traders know, how-
ever, that a strong market
with the public either in, or
on the verge of coming in, is
hardly the time to start .new
buying. On the contrary it is
the period when selling
should occupy one’s thoughts.

Chicago Bond Traders
Arnounce Field Day

CHICAGO, ILL. —The Chicago
Bond Traders Club announces that
its annual field day and outing
will be held on June 24 at the
Mohawk Country Club at Benson-
ville, Illinois.

A full program of activities has
been scheduled by the Entertain-
ment Committee, which will pro-
vide for gold, tennis, horseshoes
and baseball. 'In addition, there
will be a bridge tournament dur-
ing the late afternoon.

Reservations should be sent to
Peter J. Conlan, c¢/o Hornblower
& Weeks, - The guest fee is ten
dollars.

Interesting Situation
H. R. Baker & Co., Russ Bldg,;
San Francisco, Calif., have avail-
able an interesting report on
California Electric Power, Copies
of this report may be had from
the firm upon request. g

B & O Situation Interesting
The current situation in Balti-
more & Ohio Railroad offers in-
teresting possibilities according to
a comprehensive analysis pre-
pared by DuBosque & Co., 72
Wall St., New York City. Copies
of this analysis may be had from
DuBosque & Co. upon request.

New England Power Offers

Interesting Possibilities

G. A, Saxton & Co., Inc., 70
Pine St., New York City, have
prepared an interesting memoran-
dum on New England Power 6%
preferred. Copies of the memo-
randum discussing the : situation
in detail may be had from the
firm upon request. '

Interesting Situation

' 'Aeronautical Products, Inc., of
férs an interesting situation ac-
cording to a memorandum issued
by Mercier, McDowell & Dolphyn,
Buhl Building, Detroit, Mich.,
members of the Detroit Stock Ex-
change. Copies of this memoran-
dum may be had from the firm
upon request.

ment of Federal taxes would serve
to materially narrow the coverage
of debt . service charges from
earnings, after allowing for such
requirements in addition to oper-

ating expenses, provision for re;
serves, ete, In addition, the' in:
come available for general pur-
poses of the municipality as .an
offset to tax income lost through
transition from private to munic-
ipal ownership would be propor-
tionately less. -

° However, in light of the pro-
nounced favor of the present
administration in the direction
of municipal ownership of pub-
lic utility systems, it is not
Iogical to expect that any action
likely to handicap such under-
takings will ensue. .

For, in the final analysis, it is
in-the selling of stocks, not-
in their buying, that money
is made.

d i #*
~As this is being written
stocks are approximately 145
(D-J industrials) and volume
is showing a healthy increase.
The secondary stocks such as
Mullins, Hayes and Murray to
which attention was called
last week, have advanced and
the leaders have at long last
also joined the parade. An-
other day or so of strength
and everything on the board
will be able to boast a sub-
stantial plus mark. A ‘market
such as painted above is not
an easy. one to stay out of.
The bullish talk and what
seems bullish action is diffi-
cult to resist. But that is ex-
actly what I advise.

i & #

Meanwhile you still are
long of two stocks: Crane
bought at 22%%, now about
26; National Gypsum bought-
at 9%, now about 12. There
is little point in getting out of
either with the market inch-
ing up. But a lifting forward
of stop levels to protect prof-
its is warranted. ‘

* % * ’

Crane should be stopped at
23. National Gyps’umpsphould
be stopped at 11. So far as
new buys are concerned the
position of the market out-
lined in the opening. para-
graph doesn’t look too prom-
Ising. ’

¥

* * *

Even if the column turné
out to be wrong a reaction of
some kind will give opportu-
nities to buy stocks at lower
levels than obtain now.

G # # *
More next Thursday. 3
.—Walter Whyte

[?’he views - expressed in - this
article do not mecessarily at any
time coincide with those of the
Chronicle. They are presented as
those of the author only.] <
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What \\Qll :

War Means

To Banks And Business

(Continued from page 2468)

Federal agencies, reaffirm the
long-established right of bankers
to charge for services including
‘exchange, prevent strangulation
of one type of service charge with
resultant destruction or regula-
tion of other types. Free corre-
spondent relationships would at
the same time be safeguarded and
banking facilities for at least 25,-

000,000 people be preserved with.

no existing law or custom contra-
vened. Defeat of the bills, their
proponents assert, would mean
some 2,000 non-par banks going
out of business for lack of suffi-
cient income, with peril to all un-
fettered enterprise,

Contrawise, foes of the meas-
ure see “chaos of competition” for
country-bank balances, rising ex-
change fees, increasing number of
non-par banks, wholesale with-
drawals from the Federal Reserve
System as results of “absorption.”
They prophesy that if this prac-
tice is sanctioned, “the old days
of catch’em exchange fees and
1,000 mile wandering checks” will
reappear; that shifting balances
due to correspondent-competition
will breed heavy Government
bond offerings, which in turn may
bring about a de-stabilization of
the Federal bond market. Anti-
absorptionists prepicture ‘“smart
money” 'flitting from bank to
bank, concealed toll charges
levied indirectly on all types of
production and distribution and,
finally, paradoxical enactment of
laws prohibiting all service
charges. As for those banks which
“canot exist without this subsidy”
of exchange, “their .depositors
have no right to. expect them -to
carry on at the expense of the na=
tion’s other banks,” one. absorp-
tion enemy group asserts. Non-
par banks are scored for their al-
leged refusal to replace exchange
income by installing “proper ser-
vice charges, through which their
own customers will pay ex-
penses and profits” allocated to
“honoring checks as they are pre-
sented.”

“To par or not to par” is thus
the question at issue. The line-
up on both sides is impressive.
For par clearance are the Federal
Reserve Board, a preponderance
of Eastern banks and large banks
elsewhere, many State and other
banking associations, the National
Association of Credit Men, Against
(compulsory) par clearance are
the Federal Deposit Insurance
Corporation; a majority of south-
ern banks,—particularly the
smaller ones in'rural:districts—
numerous country: ‘banks'in the
Northwest, the Independent Bank-
ers Association, - the "American
Business Congress. Neutral but op-
posed to “the forcing of universal
par clearance by Federal law or
regulation” is the American Bank-
ers Association, which finds the
Brown-Maybank bills inadequate.
It seeks legislation better defin-
ing the payment of interest and
bermitting absorption of exchange
“in incidental and minor
amounts.” This last quoted phrase
is doubtless inspired by a recent
supplementary Federal Reserve
ruling, which permits absorption
of exchange as mere routine ser-
vice provided this is done on the
quiet and is not used as an argu-
ment in soliciting accounts.

The Association of Reserve City
1[3ankers likewise . courts neutral-
ity but from another angle—op-
bosing anything that might “break
down par clearance.”

The Federal Reserve Board
reiterates that it has neither ap-
proved nor disapproved the prin-
ciple of par clearance, and does
not forbid members frém charg-

.ing exchange. As a matter of fact,
'4,800 non-member banks, some of
them non-par, do not come under
its ruling. The dictum affects only
those member: banks which have

-
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been ‘“‘absorbing” for their coun-
try correspondents. Its practical
result, however, is to range the
Board on the side of par clear-
ance and in opposition to the
Brown-Maybank bills. :

Outstpoken support of the bills
by the Federal Deposit Insurance
Corporation seems to be motivated
by a solicitude for the welfare'of
its smaller policy holders. .Chair-
man Leo T. Crowley believes that
the proposed measure would keep
more than 2,000~ independent
banks in 27 states from being
forced out of business, thereby de-
priving many communities of
banking facilities. He fears that
present institutions would be re-
placed by Chain or Branch banks.
He likes the bills because they
“recognize the validity of normal
correspondent relationships_.”
Failure of passage, he warns, will
invite progressive restriction on
correspondent banking. Mr,
Crowley calls attention to the fact
that the bills reverse an Admin-
istrative ruling which he deems
erroneous and contrary to the
Act of 1917 legalizing exchange
charges. The ruling, he contends,
negates the U. S. Supreme Court’s
decision that Federal law imposes
no duty of enforcing universal par
clearance.

Though not all the non-par
banks are small, and some have
branches, the plight of the smaller
banks is stressed by Brown-May-
bank allies. Loss of income from
exchange charges, reports a ma-
jority of the House committee,
would prove particularly disas-
trous to many small banks. Prof-
its of the average non-par bank
would be greduced two-thirds”—
to levels far below those of other
member banks. Half of the non-
par insured banks, the commit-~
tee’s report estimates, would either
be stripped of their entire prof-
its or have them seriously re-
duced. }

Contending forces on both sides
face a dilemma. They must choose
between exchange and service
charges, no. matter what the out-
come for banks can no longer de-
pend upon interest as a source of
earnings. Exchange, par-clear-
ance friends admit, is “easier on
public relations”; yet it is being
labeled an “outmoded and dis-
credited forerunner” -of ‘“true”
service charges. Already the to-
tal income from service charges
probably exceeds that from do-
mestic .exchange, the latter being
about $10,000,000 yearly. This is
a critical sum for 2,500 small
banks but only 1/1000th of 1% of
aggregate United States check
clearings. On.the other hand,
since service charge schedules are
generally tied in with “credits”
on loanable balances, such, credits
would tend to absorb the charges
should commercial interest rates
again climb. A point might be
reached . where interest on de-
mand deposits, reappearing in fact
if not in name, would present le-
gal problems and invite sweeping
Federal regulation.

Causes of the current struggle
are twofold. The more immediate
and spectacular is the scramble
for country bank - deposits by
banks in reserve cities. One such
bank, -through exchange absorp-
tion, ran its deposits up in a 12-
month from $800,000 to $8,000,000.
“"The profounder cause is Gov-
eérnment guarantee of income on
swollen deposits, which has made
this whole condition possible. By
investing in Federal securities, al-
most any bank can take on fresh
deposits, virtually without limit
and without risk. ’

Basis of the entire “Q” war is
the fundamental issue between
“par” and “non-par” schools: What

is a check? Is it a negotiable in-
strument to be discounted? Or is
it a piece of “money,” to be cir=

culated at face value, come what
may? :

There is something to be said
for either view. A thousand years
of banking custom and the whole
body of commercial law have con-
sidered a bank check a negotiable
instrument. As such, it is subject
to discount. The discount covers
cost of handling the paper itself
and of transmitting the value it
represents, plus compensation to
the banker for use of his credit
facilities. There is nothing in-
herently unsound in a banker’s
deducting exchange from a check
drawn on himself and presented
through the mails. In such case
he is called upon to effect pay-

ances in Federal Reserve or cor-
respondent banks-—not to .pass
cash over his counter, The local
banker maintains that if the payee
wants the check cashed without
expense ‘it should be presented at
the teller’s window of the drawee
bank.

In reality, no check is cashed
without expense, whether that ex-
pense be ticketed “exchange” or
“service -charges.” When neither
appears as a specific item, it is
because the cost is ‘“absorbed,”
openly or otherwise, by earnings
on loanable balances to the credit
of drawer or payee or by recip-
rocal considerations. Pro-ex-
change partisans would have the
receiving end bear at least a por-
tion of the expense. - -

Universal par clearance admir-
ers believe that the burden of
check cost should lie upon the
drawer, They assert: “The Amer-
ican banking system was built up
on the premise that a bank check
was issued at face to pay an ob-
ligation. If the recipient must dis-
count it to the extent of paying
exchange . . . he actually is forced
to discount his bill so that the
debtor can avail himself of bank-
ing service.” They would make
the cost a charge against the
recipient of service rather than
exchange against parties who ac-

cept the check at its face value.
Extremists in the par-clearance
camp have stigmatized exchange
charges by non-par banks as
“clipping the currency.”

Whether a check be discount-
able instrument or money, which-
ever view prevails, the effect will
be radical. If a check is discount-
able, the expenses of handling are
borne in one way or another by
the payee—the seller of goods and
services—in the form of exchange.
If on the other hand, a check is
par paper (like currency) then all
charges and expenses will be
borne by the drawer—the buyer
—in the form of service charges.

Buyer and seller are thus ar-
rayed . on. opposite sides. Large
sellers to “many relatively small,
out-of-town buyers are partic-
ularly “vocal for universal par
clearance -because they want the
buyers to pay remittance ex-
penses. Typical is the reaction of
a Texas wholesale credit manager
who says, in sum: The fact that
a practice “is as old as banking”
does not prove that it should be
perpetuated; non-par bankers are
“weak-kneed” and prefer to load
charges upon people they will
never meet rather than to assess
a service fee upon their own cus-~
tomers; the “avaricious” practice
of such bankers “constitutes a bur-
den upon commerce —one that
will not long be endured.)” He
suggests that businessmen protect
themselves by making customers
add exchange to their checks, or
by charging the deduction back,
or even by demanding cashier’s
checks or money orders,

The buyer-vs.-seller tableau
places credit men’s associations
in their quite understandable

pro-par clearance position— be- |

cause such position favors the
seller. Buyers have seemingly not
vet developed. their own mouth-
piece in the discussion.

A manifest tendency towards
the definition of a 'bank check as
money rather. than:anvorder- to
pay money, may necessitate gen-

ment at a distance, out of his bal- |

Congress Compleles Action on Gl Bill Of Rights
—Provides Benefits For Veterans 0f This War

The GI Bill of Rights was sent to the White House for Presi-

dential action on June 13, after

the House on that day had accepted

the: conference report on the bill, which embodies a broad legis-
lative program of benefits for veterans of this war; the Senate ap-
proved the conference report on June 12. All differences between

the Senate and House measures were
-

adjusted on June 10 by the

conferees named by the two
branches of Congress; ‘on that
date (June 10) the Associated
Press in advices from Washington
said: ) ‘

Only one provision; dealing with
job placement, was in dispute
when the Senate-House conferees
met this morning. Fearing a dead-
lock over that, American Legion
representatives had sent an urgent
message to Representative John S.
Gibson, one of the conferees, at
his home at Douglas, Ga., to cast
what might be the deciding vote.

Mr. Gibson arrived by plane
early this morning. But no stale-
mate developed, for the first bal-
lot ‘'was 13 to 1 to accept the
Senate’s idea of putting job place-
ment under the United States Em-
ployment Service to avoid setting
up a whole new agency in the
Veterans Administration.

To obtain Senate provisions on
job placement, the conferees had
to accept a House proposal that
any benefits a veteran gets under
the “G. I. Bill of Rights” be de-
ducted from any bonus granted to
him after the war.

Here are some of the major
things the bill would do:

If the veteran should be out of
a job during the first two years
after his discharge, he could draw
$20 a week unemployment com-
pensation for 52 weeks.

If his education was interrupted
when he put on a uniform, the bill

-establishing a presumption of. in-

terruption if he entered service
before the age of 25, he could get
a year’s schooling, and in some in-
stances a complete college educa-
tion. The Government would pay
$500 for the year’s tuition, labora-

tory fees, books and similar ex- |-

penses, and $50 a month for sub-
sistence, plus $25 for dependents.

If he needed a job, he could en-
list the help of the United States
Employment Service.

If he needed hospitalization, he
would get it through the Veterans
Administration.

‘The bill also provides for pri-
vate loans to veterans at 4% in-
terest, with the Government guar-
anteeing 40%, up to a $2,00 maxi-
mum, of the amounts of individual
loans. '

Attractive Situations
. Laclede-Christy Clay . Products
Co. common, which is listed on
the St. Louis . Stock Exchange,
offers an interesting situation, ac-
cording to a memorandum issued
by Herzog & Co., 170. Broadway,
New York City. Copies of this
memorandum and also circular on
Bartgis Bros. and Federal Screw
Works may be obtained from

‘Herzog & Co. upon request, '

eral re-orientation of commercial
and legal relationships.. If checks
are treated as currency their sta-
tus will have to be clarified by
legislation  or directive, and they

will share currency’s strict sub-
servience to the ‘Government:
Banks may tend to become, more
than ever, Federal fiscal agencies
and Government paymasters.
Service charges, rather than loan-
able balances, may loom yet

Jarger . upon - depositors’ ledgers.
At the same time a channel would

be ' opened for further Federal
regulation, includifg limitation of
the ‘service charges themselves.
Small banks would be at a grow-
ing disadvantage due to curtailed
interest earnings and restricted
compensations. An inclusive re-
sult might well be a progressively
dwindling independence, both of
banks and business.

Attractive Situations

Ward & Co., 120 Broadway, New
York City, have prepared circu-
lars on several situations which
currently offer attractive possi-
bilities, the firm believes. Copies
of these circulars, on the follow-
ing issues, may be had from Ward
& Co. upon request. -

Du Mont ' Laboratories “A”;
Merchants- Distilling; Crowell-
Collier Publishing; P, R. Mallory;
General -Instrument: Long Bell
Lumber 'Co.;  Great American In-
dustries; -Mid-Continent Airlines;
Massachusetts Power & Light $2
preferred; Majestic Radio; Mag-
navox. Corp.; Brockway Motors,
Mohawk Rubber, and -American
Export Airlines.

Oxford Paper Interesting

.Oxford Paper common and pre-
ferred offer interesting possibil-
ities according to a circular on the
situation prepared by Goodbody
& Co., ‘115 Broadway, New York
City, members of the New York
Stock Exchange.  Copies of this
circular may be had from Good-
body & Co. upon request.

Available On Request

Schenley Distillers Corporation’
have prepared an attractive book<
let . containing the first arti-.
cles in the series they have been:
running in the “Financial Chron-:
icle.” Copies of this booklet may:
be had*upon request by writing’
to Mark Merit, in ‘care of Schen-'
ley- Distillers Corporation, 350
Fifth Avenue, New York 1, N, Y.

Post-War Possibilities

Du Mont Laboratories offer in-
teresting post-war possibilities ac-
cording to a circular on the situa-
tion issued by J. F. Reilly & Co.,
111 Broadway, New York City.
Copies of this circular and also a:
comprehensive release on Moxie-
Co. may be had from J, F. Reilly
& Co. upon request. _ :

Interesting Situation = .
Common stock of Federal Water:
& Gas offers an attractive situa-,
tion, according to a memorandum
issued by Boenning. & -Co., 1606
Walnut - Street, Philadelphia, Pa.
Copies -of this interesting memor-
randum may be had from Boen-
ning & Co. upon request,

- Interesting Rail Situation

Adams & Peck, 63 Wall St.,
New York City, have prepared
an interesting circular on Boston:
& Albany RR., which appears at-
tractive at the present .time, the
firm believes.: Copies of this cir-
cular may be had from: Adams &
Peck upon request. L

Utility Attractive

According to a detailed circular
on the situation prepared by Ira
Haupt & Co., 111 Broadway, New
York City! members of the New
York Stock Exchange and. other
leading national Exchanges, New
England Public Service Co.
offers  attractive .. possibilities,
Copies of this interesting circular
may be had from Ira Haupt & Co,
upon request, '

3

Situations of Interest °
F. H. Koller & Co.,,, Inc., 111°
Broadway, New York City, have.
prepared a comprehensive anal-
ysis on Great American Industries
which the firm' believes appears-
attre}ctive at ' current - levels..
Copies of this interesting analysis
as well as circulars on Bartgis
Bros. k;’mc}} Iglnited States Lumber,
may be had upon request fro
F. H. Koller & Co. . .
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OFFERINGS

KANSAS - NEBRASKA NATURAL GAS
€0., INC.; has filed a registration statc-
ment for $1,500,000 first mortgage sinking
fund bonds 4% series C, due April 1, 1959.
Central Republic Co., Inc., Chicago, un-
derwriter. Price 107 exclusive of accrued
interest from April 1, 1944, Proceeds for
construction purposes, Details in “Chron-
icle,” April 27, 1944.

Offered at 107 and int. by Central
‘Republic Co, :

. KANSAS - NEBRASKA NATURAL GAS
©0., INC., has filed a registration state-
ment for 2,000 shares of $5 cumulative
preferred stock (no par) and 58,636 shares
cof common stock ($5 par). Holders of
‘common stock of record May 12 are offered
the right to purchase one share of com-
mon at $6.50 a share for each four shares
held. Rights expire May 26, 1944. Un-
subscribed shares will be taken up by the
underwriters at $6.50 a share and offered
ito the public at $7 per share. Offering
.price of the preferred to the public is
$105 a share. Proceeds from’sale of stock
will
‘struction expenditures. . Underwriteis for
stock are First Trust Co. of Lincoln,-Neb.;
‘Cruttenden' & Co., Chicago; Beecroft, Cole
& Co., Topeka; Harold E. Wood & Co..
'St. Paul; Rauscher, Pierce & Co., Dallas;
'United Trust Co. of Abilene, Kansas, and
‘Frank & Belden, Inc., Minneapolis. Details
in “Chronicle,” April 27, 1944.

" preferred stock offered by above bankers
,at. 105 per share.-. The common stock first
.offered to common stockholders at $6.50
per share, unsubscribed portion -to public
by above bankers at.$7 per share.

. SUNRAY OIL CORP. has filed a’ regls-
“tration statement for $13,000,000 sinking
stund 3% % debentures. .’ Proceeds is 10 pru-
vide the funds required for the consumma-
:tion of the proposed merger  of Darby
,Petroleum Corp., of Tulsa, Okla., into Sun-
ray Oil Corp., and to retire mortgage n-
idebtedness, Eastman, Dillon & Co., prin-
‘cipal underwriter, Filed May 18, 194
'Details in “Chronicle,” May 25.

Offered June 8 at 103 and interest by
'Eastman, Dillon & Co., The First Boston
Corp., Blyth & Co., Inc. and associates,

NEW FILINGS
List - of issues whose registration
statements were filed less than twenty
days ago, grouped according to dates
on which -regisiration statements will
in normal course become effective, un-

less accelerated at the discretion of the

SATURDAY, JUNE 17

' EXCESS INSURANCE CO. OF AMERICA
has tiled a registration statement for 48,-
981 shares of ~capital stock (par $5).
Shares are to be offered for subscription to
present stockholders of. record May 31,
.1944, on a pro rata basis at $8 per share.
Net proceeds will be added to company's
capital and surplus - funds. Not under-
written. Filed May 29, 1944, Details in
_“Chronicle” June 8, 1944.

GERMANTOWN FIRE INSURANCE -CO.
has filed a registration statement for 50,-
000 shares of common stock, $20 par, and
voting trust certificates for said stock.
. Policyholders of Mutual Fire Insurance of
Germantown are to  have pre-emptive
.rights to subscribe. for the common, stock
‘at $20 per share in proportion to ‘the
‘respective premiums paid by them  upon
. insurance policies issued by Mutual. Vot
ing trust certificates representing shares
. not subscribed will be, offered to the gen-
‘eral public at the same price. All stock-
s holders will be asked to deposit shares in
the voting trust for a period.of 10 years.
‘Bloren & Co. ‘are  underwriters. ' Filed
' May - 29, 1944, Details in “Chronicle,”
{ June 8, 1944. Bt i

MONDAY, JUNE 19

AMERICAN MACHINE & METALS, INC.
filed a registration statément for $2,000,-
1000 15-year sinking fund ‘debentures, due
( June, 1959, and 68,450 shares of. capital
, stock,  without par value. The 68,450
" shares of capital stock are:to be offered
I for subscription to the holders of capital
‘stock 'at the rate of one share for each
' four shares held. The subscription price
as well as the record date and time when
subscription warrants ‘will - be Tiled bv
amendment.. The public offering price of
the debentures will be filed by amendment,

The net proceeds from the sale of the
* debentures and stock will be applied, to-
+gether with additiorial funds from the
.company’s treasury, to repay 8 $3,000,000
. temporary bank loan which was incurred
"in the purchase last March of control of
‘the United States Gauge Co. ' Hornblower
/& Weeks are principal underwriters, - Filed
.May 31, 1944. Details in “Chronicle,”
June 8, 1944.

v PANHANDLE EASTERN PIPE LINE CO.
‘has filed a registration statement for 531,-
638 shares of common stock, without par
value,. The shares registered are issued
and outstanding and are owned by Mis-
i gouri-Kansas Pipe Line Co, Mokan will
offer to the holders of its common, stock
;and class B stock, of record July 3, the
right to purchase, pro rata, 163,710 shares
| of common stock of Panhandle, at $30 per
, share, on basis of one share of common
stock of Panhandle for each 10 shares .or
common or 200 shares of class B capital
. stock of Mokan., Such purchase offer will
| expire on Aug. 12, 1944.

Net proceeds will be used to pay off
- $5,050,000 indebtedness to banks and in-
. surance companies. - After payment by
i Mokan of the indebtedness, it will offer to
, each holder of its common stock or class B
stock according to a plan adopted by the
stockholders on March 27, 1944, the right
and privilege of exchanging all or any

be used to defray costs of ‘con-

part of his holdings of such stock for full
shares of the common stock of Panhandle,
on the basis’ of two shares of Panhandle
for nine shares of Mokan common ‘or 180
shares of class B capital stock of Mokan,
or. any combination of common and class
B capital stock of Mokan equivalent there-
to.  The exchange offer will expire April
15, 1945. . Filed May 31, 1944. Details: in
“Chronicle,” June 8, 1944.

THURSDAY, JUNE 22

FLEMING COMPANY, INC., has filed a
registration statement for 2,500 shares of
preferred stock, 5% cumulative ($100 par).
Price to public $103 per share. Proceeds
will. be used to increase. working capital
through the reduction of bank loans.
Beecroft, Cole & Co., Columbian Securi-
ties Corp. and Seltsam & Co., Inc., are
underwriters: Filed June 3, 1944, - Details
in “Chronicle,” June 8, 1944.

" WEDNESDAY, JUNE 28

HOWARD . STORES CORPORATION filed
a registration. statement for 27,736 shares
5% % -cumulative preferred stock, = par
value $100, and 50,000 shares common
stock, par $1.. The shares registered are
issued and outstanding and do not repre-
sent new financing by -the company.

Address—170 * Tillary Street, Brooklyn,
N, Y. g . §

Business—Operation, 'of ‘a chain of 38
retail men’s and boys’ ready-to-wear cloth-
ing. stores and the manufacture of sub-

stantially all. of the men's clothing . so,

distributed. #

Underwriting—Underwriters - are A. G.
Becker & Co., Inc., Chicago; Merrill Lynch,
Pierce, Fenner & Beane, New York; H. M.
Byllesby *' & Co., Inc., Chicago; Central
Republic. . Co., -Inc.,  Chicago; - Graham,
Parsons & Co., Phila.; Hallgarten & Co.,
New York; Shields. & Co., New York;
Stroud & Co., Inc,, Phila.; A. E. Masten &
Co., Pittsburgh; Milwaukee Company, Mils
waukee; Moore, Leonard & 'Lynch; Pitts-
burgh; William R. Staats Co., Los An-
geles; “ Stein * Bros. © & ~ Boyse, Baltimore;
Edward D. Jones & Co., 8t. Louis;- Singer;
Deans ‘& Scribner, Pittsburgh; Frank B,
Cahn & Co., Baltimore, and  Newhard,
Cook & Co, St Louis.

Offering—Offering. prices to' the public
will ‘be supplied by amendment. §

Proceeds—Proceeds go to « the selling
stockholders. .

Registration Statement No, 2-5393.
S-1.. (6-9-44.) .

Form

DATES OF OFFERINQ
UNDETERMINED

We present below a list of Issues
whose registration statements were filed
twenty days or more ago, but whose
offering dates have not been deter~
mined or are unknown to us, :

AMERICAN BAKERIES C0.—13,000 shrs.
of class B stock (no par). The stock of-
fered for sale.is that of L. A. Cushman

ryan  Allen’ Cushman . as
trustees of L. %A, Cushman Trust. Courts
& Co. are mamed principal underwriters.
Filed March ;29 1944. Details in “Chron~
1cle,” April 6 4.

BEN-HUR ' PRODUCTS, INC.-— $300,000
5% convertible -febentures, series of 1943,
due Feb, 1;:1951 and 11,400 prior pre-
ferred shares“(for purpose of conversion).
Proceeds to'retire bank loans and working
capital. - Pacifi¢; Co. ‘of Calif. and Wyeth
& Co. named underwriters. Filed Dec. 29,
1943. Details.. in “‘Chronicle,” March 9,
1944, 4 2 i

CARPENTER 'PAPER C0.—15,000 shares
of common 'stock (par $1). Price to pub-
lic $29 per 'share.- 1,717 shares are being
currently offeredito a group of officers and
employees ~at: $21.50 . per share under a
separate registration -and prospectus. Net
proceeds ($446,000) are: to -be used for
working - capital. - Kirkpatrick-Pettis Co.
are underwriters. Filed March 30, 1944.
Details in “Chronicle,” April 6, 1944.

Apins. <

EQUIPMENT' FINANCE CORP. filed a
registration “giatement - for 14,000 shares
49 non-cumuiative series 2 preferred, par
$100. Price.to.the public $100 per share.
Proceeds for “aequisition of factory and
warehouse buildings and additional trucks.
: 4, Details in ‘“‘Chronicle,”

HAWAIIAN “ELECTRIC CO., LTD., filed
a registration
mortgage bonds,: series D, 3% %,

1, 1964, ‘Proceeds will be used to pay,
company’s, $3,500,000 3% collateral prom-
issory note’sxtiuef June 1, 1948; to pay for
additions, improvements and betterments of
plant and properties to be made prior to
the close of “1945. . Dillon, Read & Co.,
New York, andfDean Witter & Co., San
Francisco, undefwriters, Filed May 23,
1922. Details in ‘‘Chronicle,” June 8§,

HAYES MANUFACTURING CO. has
registered 100,000 shares of common stock
$2 par value. Net proceeds will be received
by Porter Associates, Inc. The moneys
paid to the:corporation by Porter Asso-
ciates,  Inc., on account of the purchase .of
said shares will, in the estimated amount
of $187,500, reimburse the corporation in
part for the :$200,000 expended by it in
purchasing such shares. Porter Associates,
Inc., underwriters. Details in “Chronicle,”
May 31. Filed May 25.

. MISSISSIPPI VALLEY PUBLIC SERVICE
CO. has registered 15,000 shares of 5%
cumulative = preferred stock ($100 par).
Company is offering to holders of its out-
standing 7% cumulative preferred stock,
series .A, and 6% eumulative preferred
stock, series B, the privilege of exchanging
their old stock for new preferred on a
share for,share basis, with a cash adjust-

tement for $5,000,000 first | .

The News
Behind
The Mews

(Continued from first page)
their wages, their employment,
their security rather than  en-
couraging the individual to do it
himself on his own initiative. That
is the kind of peace and post-war
planning they want. }

But we have campaigned this
war through to a point near vic-
tory on the basis of bringing
liberty and democracy for the in-
dividual both here and abroad. Is
their thinking now not as con-
fused and as far wrong as it was
a few months ago when they were
campaigning for a quart of milk a
day and labor-wage standards to
be fixed throughout the world?

What is liberty? What is de-
mocracy? What is freedom of the
individual? If we do not first de-
cide that, how can there be any-
thing but confusion about post-
war planning?

To me an individual enslaved to
a State economically by taxation
or otherwise is no less a slave if
controlled politically. In a dicta-
torship his life is no more free
than the conscience and ability of
the man who happens to be run-
ning the State at any given time.

-If he has a democratic form he
is still no more free than by what-
ever degree his President and
Congress are free from domina-

ment amounting to $7.83% a share on the
7% stock and $2.66% & share on the 6%
preferred. The exchange offer will expire
at noon ‘on May 20. Underwriters  are
Milwaukee  Co., 5,750 shares; -Wisconsin
Co., 4,750; Morris F. Fox & Co. 1,500;
Loewi & Co., 1,500; Bingham, Sheldon &
Co., 1,000 all of Milwaukee, and A. C.
Tarras & Co., Winona, Minn., 500. Filed
April 25, 1944. Details in “‘Chronicle,”
May 4.

MORRISON-KNUDSEN  CO., INC,, has
filed a registration statement for $200,000
series K 5% preferred stock and $300,000
series L 6% preferred stock, both $100 par
value, Serurities will be offered by Mor-
rison-Knudsen Co., Inc., at par. Any part

| of .the issue not sold by company officials

will be sold through Wegener & Daly,
Inc., Boise, Idaho, as underwriters. Com-~
pany in an amendment filed June 10
proposes - to offer $100,000 4% series F
demand certificates and $100,000 4% series
Y certificates at $100. Proceeds for ‘work-
ing capital. Details in ‘‘Chronicle,” May
31. Filed May 23.

NORTHERN INDIANA PUBLIC SERVICE
€O0. has filed a registration statement for
220,078 shares of 5% cumulative preferred
stock, par $100 per share. Company plans
to issue the 220,078 shares of 5% preferred
stock to effect the retirement by exchange
or redemption of an  equal number of
shares of its 7%, 6% and 5% % preferred
stock, the exchange to be on a share fo
share basis plus a cash payment to be filed
by amendment. - Stone & Webster and
Blodget, Inc., and Harriman Ripley & Co..
Inc., New York, are principal underwriters
Details in “Chronicle’ April 27, 1944,

Exemption from competitive bidding rule
.denied by SEC in opinion issued May. 5,
1944, Company .on May 12 “filed an
amendment with the SEC proposing invita-
tion of competitive bidding :on rthe: stock
under rule U-50, v et

PUBLIC SERVICE CO. OF. OKLA.+$1,-
500,000 5% cumulative preferred  stock
(par- $100) and $6,600,000 first mortgage
bonds, series A 3% % due Feb, 1; 1971
Stock is for exchange of $6 preferred of
Southwestern Light & Power Co. (sub-
sidiary) on share for share basis. Bonds
will be offered for sale at competitive bid-
ding. Registration effective Jan. 10, 1944,
Filed Dec. 21, 1943, Details in ‘“Chronicle,”
March 16, 1944,

STERLING ENGINE CO, has filed a reg-
istration statement for 304,075 shares of
common stock, of which 23,225 are being
issued by the company through underwrit-
ers and 180,850 shares by three present
stockholders, Offering price to public on
204.075 shares is $3.75 per share. An ad+
ditional 100,000 shares is reserved against
the exercise of warrants to purchase 100,-
000 shar
prior to faree years from and after the
effective jlate of registration statement.
Proceeds for working capital. Burr & Co.,
New York are principal underwriters. Filed
April 24, 1944.. Details in “Chronicle,”
May 4.

VERTIENTES-CAMAGUEY SUGAR CO.
OF CUBA.—696,702 shares of common
stock ($6.50 par), U. S. currency. Of shrs,
registered, 443,850 are outstanding and
owned by the National City Bank, N. ¥
Several underwriters have agreed to pur-
chase $1,663,500 of first mortgage (col-
lateral) 5% convertible bonds of company.
due Oct. 1, 1951, owned by National City
Bank, N. Y. Underwriters propose to con-
vert these bonds at or prior to closing and
the 252,852 shares of common stock which
are received by the underwriters on such
conversion, together with the 443,850 shrs
previously mentioned, will. make up ths
total stock to be offered. Harriman Ripley
& Co., Inc., N..¥.,!principal underwriter
Filed Mar 29,’1944. Details in “Chronicle,”
april 6,.1944.. .

of common, at $4.50 per share,

The Price Index Controversy

(Continued from page 2469)

association duly complied, and &p-
pointed a select committee under
the chairmanship of Prof, Fred-
erick C. Mills, Professor of Statis-
tics at Columbia University. This
committee went through the rou-
tine of a detailed investigation, and
rendered a report entitled “An

| Appraisal of the United States Bu-

reau of Labor Statistics Cost of
Living Index.” This was pub-
lished in the December, 1943, issue
of The Journal of the American

tion by minority class groups and
interests. In the religious sense,
he is not free if he is dominated
by any class group either, Dom-
ination by one religion or by athe-
ism is equally far from any demo-
cratic ideology. .

The radicals see this, but this
part of it only. How can they ex-
pect anyone to believe domination
brings economic - freedom when
they see so well it does not bring
religious freedom? They could not
consider the world politically free
if it was dominated by one world
imperial power, at least no one
else would. Oneness domination
never yet has achieved freedom or
liberty or democracy in any way.

What we would like to have is
complete freedom for all peoples
in all ‘ways, economically, polit-
ically, religiously. This always has
proved too idealistic a goal for the
world to achieve entirely, but by
whatever further progress we
make in that direction the peace
will be successful. By whatever
measure we compromise it the
peace will fail.

We were drawn deeper into
what measure of collectivism we
already had before this war only
to meet failures. The ideal was
not - voluntarily -espoused: as the
proper way of life. It was not
what we wanted. It was what we
had to take. Entering the war we
assumed the additional collectiv-~
ism only for war.

Our course in that direction
should be pursued in the post-war
peace only to whatever extent it
will bring true justice to the indi-
vidual. The star of individual
freedom should never be eclipsed
one inch by collectivism as our
ideal. ! ®

Our success in this war was not
due to collectivism but to volun-
tary democratic cooperation by al
hands. To whatever extent labor
sacrificed its rights to strike if
expects to get that right back, and
so with all of us. ;

Internationally we did not wir

by collectivism either, but by
truly democratic cooperation. One
nation did not dominate the mili-
tary decisions of how to proceec
with the fighting. This democratic
way is working well against
nation which practiced collectiv-
ism and preached subservience of
the. individual to the State.
‘' These are rudiments of simple
common sense for peace. If we
wish to dispel confusion and plan
our way we must first define our
words and understand our goals
We must decide that, internation-
ally or domestically, the star of
real liberty must be maintained
as indispensable.

We must abhor collectivism as
an ideal and compromise with it
reluctantly and temporarily only
to the extent truly necessary to
bring justice to the individual.

We must abhor oneness domina-
tion, totalitariansim, dictatorship.
and remember always that an-in-
dividual enslaved to the State by
any means whatever will have no
more liberty and democracy than
the fluctuating goodness and jus-
tice of that controlling force.

Men do not take well that kind
of power either as heads of world
or any of the subdivisions of so-
ciety including nations, State,
countries, cities or even labor
unions.

(Distributed by King Features Syndicate.

Reproduction’ in~ whole or in part strictly

prohibited.)

Statistical Association. The report,
ougn pomting out the limita-
tions and shortcomings of index
numbers of prices as a whole, con-
cludes that the Bureau of Labor
Statistics’ Index of Retail Prices
is “a satisfactory measure of the
rise in prices of living essentials.”

But an opposite view is held by
the labor members in their report
to the chairman of the President’s
Committee on the Cost of Living!
These gentlemen, who made an
investigation of receat price fluc-
tuations on their own account, as
well as delving into the methods
and processes used in the Govern-
ment’s estimates, claim that the
cost of living since the “Little
Steel” formula went into effect
has risen 43.5%, instead of the
23.4% rise reported by the Bureau
of Labor Statistics. They sup-
ported their contentions with their
own figures, and with. data pre-
sumably taken from the records of
the Labor Department itself.

In answer to the Meany-Thomas
contentions, Mr. A. T. Hinrichs,
Acting Commissioner of Labor
Statistics, submitted on Feb. 25 to
Chairman William H. Davis of the
President’s Committee “A review
and appraisal of the labor mem-
bers’ report,” This reply is most
enlightening not merely because
it points out the errors and in- -
accuracies put forth by the trades
union leaders, but also because it
sets forth frankly the difficulties
and shortcomings which are in-
escapable in any system of price
collection and price indexing un-
der present wartime conditions.
These difficulties, which are
largely responsible for the wide-
spread public criticism, are clearly
and concisely pointed out by Mr.
Hinrichs, in the issue of the
“Chronicle” of April 13 on page
1502. Briefly, they may be sum-
marized as (1) the unlikelihood
that storekeepers do not report
price ceiling violations; (2) the
use of average rather than actual
prices in the index; (3) the dis-
appearance of low price merchan-
dise, and quality reductions; and
(4) the higher living costs arising
from labor migrations.

These are problems. which are
fundamental in every statistical
analysis of price fluctuations and
changes in wage rates. They are
present in attempts at measure-
ment of non-physical and hetero-
geneous phenomena, in which, in
addition to the quantity factor,
there must be considered qualita-
tive ‘and other factors, not mea-
surable in quantity units. The
character, quality and form of al-
most all kinds of commodities and
services produced and exchanged
are contimuously undergoing
changes. - Moreover, the use and
consumption of goods and services
are also .in .’ state of flux. In the
tabulation of phenomena relating
to a -time series, such as price
changes, there "are, therefore,
many factors to be considered
outside of the bare figures them-
selves, and the relative values of
these factors are constantly
changing.  No. computation can
reduce their effects to a common
denominator. = All ~ progressive
modern mations desire a satisfac-
tory. guide to changes in price
levels, by which the stability of
the monetary unit, the adequacy
of wages, the justice of taxation,
and the flow of credits can be
gauged. But a compilation of
“gqverages,” covering an endless
variety of goods, objects, and ser-
vices, which are continuously un-
dergoing changes in character
both in their production and con-
sumption, cannot form a wholly
reliable basis for judgment. Yet,
without some system of statistical
measurement along these lines, we
would be without the crudest in-.
struments to direct economic and
political actions; and all scientific
attempts to trace trends and fu-
ture developments would prac-

tically cease, or become mere
guesswork and intuition.
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Rockwell Plan Would Establish

Post-War Unemployment Benefits

A plan for withholding a percentage of presetnt war pl;ioduction
‘profits for the post-war benefit of returning ve erans and unem-
sloyed war workers, was outlined today by Qol. Willard F. Rock-
‘well, Pittsburgh and Detroit industrialist, during a luncheon at the

Waldorf-Astoria on June 9, attended by business

leaders, labor rep-

resentatives and members of the press.

Rock well,
whose com -
panies have
produced
more than
$500,000,000
worth of war
goods since
Pearl Harbor,
disclosed, that
he has peti-
tioned Presi-
dentRoosevelt
and Congress
for permission
to institute
this post-war
plan.in his
owncom -
panies.

In essence,
$ e s . the “Rockwell

plan” provides that war producers

shall be permitted to withhold
from profits, after taxes and divi-
dend or interest requirements, but
before renegotiation, sums rang-

.ing up to one week’s average
wages or salary for each month an
employee has worked in a war
plant, with a maximum withhold-
ing of 24 weeks’ wages for each
employee who has worked a min-
imum of two years.

A similar provision is included
for all members of the armed ser-
vices who left gainful employ-

' ment in factories now engaged in
war work.

These funds are to be disbursed
if and when contract terminations
and reconversions result in sub-

. stantial unemployment, and until

" such time as the participating
plants can reemploy their work-
ers or the dismissed employees
shall have found other work.

The entire plan would be un-
der the supervision of the Social
Security Board, with all unpaid
balances remaining in these re-
serves two years after final set-
tlement of terminated war con-
tracts, to be returned to the gov-
ernment in the form of windfall
taxes. Companies operating un-

- der this plan, it is envisioned,
would have the use of unexpended
reserves for reconversion pur-

Pposes until the balances were due

the Treasury.

Many rumors and some dis-
torted versions of the “Rockwell
plan” have been in ecirculation
since the author three weeks ago

Col. W. F. Rockwell -

first disclosed his intention of
presenting such a proposal. This
is the first authentic disclosure of
the details of his plan.

The “Rockwell plan” contains
six basic points dealing with the
formula for withholding and djs—
bursing funds from war profits.
In addition it contains a strongly
worded suggestion that the gov-
ernment establish a board of
businessmen to survey the com-
plicated surplus property and pro-
duction facility inventories now
in the hands or under control of
government procurement agencies,
for the purpose of recommending
immediate steps to reduce these
surpluses so as not to dislocate
the national economy when the
war ends. i

Citing the many plans and pro-
posals now under consideration
by Congressional committees,
Rockwell pleaded for a return to

practical common sense in plan-
ning for the future of industry
and labor.

“Industry and labor both face a
bewildering variety of plans, from
blue sky blueprints that call for a
‘$50 every Friday’ form of gov-
ernment-guaranteed weekly wage
to fantasies bordering on the
brand of economic scarcity by ex-
ecutive decree that almost ruined
this country in the mid-thirties,”
Rockwell stated.

“Bernard Baruch clearly states,
in his report on post-war opera-
tions, that the government can-
not guarantee prosperity. How-
ever, there are many who would
like to see our government make
the attempt to do so. .

“Labor and industry have
vital interest in the maintenance
of production and consumption in
this country. Labor and industry
have a vital interest in seeing that
common - sense * and - practicality
are the measures that guide our
thinking in the projection of any
post-war plans.

“I firmly believe in . the prin-
ciple of renegotiation,” Rockwell
remarked emphatically. “How-
ever, I do disagree with the pres-
ent application and administration
of this law. When it is used as a
punitive weapon it then defeats
its own purpose. War profits,
channelled into useful reserves to

protect our national .economy,
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Preliminary Work Is Under Way To Effect
| Reduction In Income Taxes After War

Declaring that corporate and

individual income tax rates will

have to come down when the war ends, Senator George (Dem.-Ga.),

Chairman of the Senate Finance Committee,

added on-June 13 that

preliminary work is under way to bring them down. This is learned
from Associated Press advices from Washington June 13, which added:;
- “Mr. ‘George, whose Committee handles tax matters for the

@-
@©

Senate, said:

“(1) Both.corporate and indi-
vidual tax rates now are so high
that they would discourage in-
vestment of capital and remove
the profit incentive if carried over
into the post-war period.

“(2) Placing them on a ‘rea-
sonable, moderate level’ should
encourage business and stimulate
investment, thereby permitting
high peacetime production and
employment.

“War Mobilization Director
James F. Byrne yesterday called
on the Senate Finance and House

Ways and Means committees, as|

part of legislative preparations
for demobilization, to put their
tax experts to work this summer
and fall on tailoring the tax sys-
tem to fit needs of the post-war
economy.

“Probably nothing will be done
before the election, Mr. George
said—not that tax revision will

be a partisan matter but because
Republicans think they have a
chance of winning control of the
House.”
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will accomplish the maximum|and the severe readjustments that

useful purpose.”

Rockwell was severely critical
of the huge stockpiles of ma-
terials, finished goods and facili-
ties controlled by procurement
agencies and cited several .in-
stances brought out by Congres-
sional inquiries where surpluses
were revealed to have been liter-
ally “plowed under” by procure-
ment agencies. |

“Under private enterprise, if
management understates costs or
overstates market demands re-
sulting in severe financial losses;
stockholders demand a change-«in
that management. But during the
war wé have seen government
agencies underestimate costs on
hundreds of projects and overes-
timate requirements so that bil-
lions of .dollars have been lost.
However,. because these figures
are so astronomical, there has
been; little demand for drastic
change in government agencies as
the average taxpayer does not re-
alize the extent of his individual
loss. Someday the nation’s tax-
payer will realize that the coun-
try’s increased debt, caused in
part by this extravagance and
mismanagement, has mortgaged
one-half of our total national as-
sets.

“We did not plan for war so we
were utterly unprepared for it. It
would be ‘shameful if the end of
the war finds us unprepared to
cope with the problems of peace

will - follow,” Rockwell empha-
sized.

Rockwell also pointed to the
tremendous sums now in process
of appropriation for such groups
as the International Labor Or-
ganization, the United Nations Re-
lief and Rehabilitation Admin-
istration and the World Bank, and
declared that “someone must
think about our own country and
the millions of workers who have
a right to look for the mainte-
nance ‘of their own high stand-
ards of welfare, earnings and op-~
portunities for self-advancement,
I do not think the American peo-
ple will welcome an international
WPA supported by the U, S. A.”

Col. Rockwell is at the present
time vice-chairman of the Indus-
try Associations Committee of the
War Manpower Commission. He
was, until Jan, 1, 1944, Director
of Production of the U, S, Mari-
time Commission and was also a
member of the Executive Com-
mittee of the Army and Navy
Munitions Board and the Ma-
terial Requirements Committee of
the W.P.B. He is chairman of the
boards * of  the Timken-Detroit
Axle Company, the Standard Steel
Spring Company, the Pittsburgh
Equitable Meter -Company, the
Hupp Motor Company, and the
Merco-Nordstrom Valve Com-
pany, He is also a director of a
long list of banks, insurance com-
panies and other concerns.
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