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TooManyOldMen At
The Helm 01 Science
Too many old .men are at the

helm in science, which needs the
originality of youth to keep pace
with its opportunities for service to
mankind, Or. ' r * -
Thomas Midg-
ley, Jr., Pres¬
ident of the

American

Chemical So¬

ciety, finds in
a study of the
age factor in
discovery and
invention re¬

ported to the
Society, which
began its 108th
meeting in
New York on

Monday, Sep¬
tember 11., :>"r

1 "The exten¬
sion of life,
"resulting from
the applica¬
tions of those principles regarding
disease, developed nearly a cen¬
tury ago, has produced a condition
in society whereby too many men
are being kept in service beyond
the years when previously they
would have been eliminated," Dr.
Midgley says. *'This is particularly
true in those activities requiring
originality for scientific progress.
v <, (Continued on page 1147) !

Thomas Midgley, Jr.

~ In This Issue
• (C"" -

Special material and items of
interest with reference to dealer
activities in the States of Illinois
and Wisconsin included in this
issue. IllinoiSxpn page 1138; Wis¬
consin page 1139.

Index of Regular Features on

page 1160.

United Light &

Railways:
Common
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(When issued)

Hirsch, Lilienthal & Co.
Members New York Stock Exchange

- and other Exchanges

London -Geneva Rep.

25 Broad St., New York 4, N. Y.
HAnover 2-0(100 Teletype NY 1-210

Chicago Cleveland

TheCharter Of Financial Freedoms
By DR. MELCHIOR PALYI

Chicago Economist Maintains The Bretton Woods Con¬
ference Has Produced A Patchwork Of Piecemeal Ap¬
proaches Which/The Sponsoring Governments Do Not
Regard As Final Or Satisfactory. Says That The Agree¬
ments "Represent A Charter Of Financial Freedoms For
The Debtor Countries," While Placing The Burden On
The Creditors. Holds That The Alternative To The
Bretton Woods Agreements Is To Restore Free Capital
Markets And The Elimination Of Arbitrary Interferences
And Other Controls

ill Foreign Lending Return?
By DR. MAX WINKLER

. ;
. Former Economic Adviser, U. S. Senate Sub-Committee

on Banking and Currency

Foreign Bond Expert Holds That Foreign Credits Is A
Prerequisite Of Expansion Of Foreign Trade And A Con¬
tinuation Of Nation's Economic Progress. Says Much
Of Foreign Defaults Were Not Due To Unwise And Pro-;
miscuous Lending By American Bankers But To Failure
Of Government To Appreciate The Responsibilities And
Duty Of a Creditor Nation. Looks For Renewed For¬
eign Lending And Expresses Hope That Loans To
Worthy Borrowers Will Not Be Discouraged Or Impeded

With minor modifications only, the Bretton Woods conference According to Plato, the relative backwardness of Sparta was due
accepted the Anglo-American plan of two international institutions, largely to her inability and unwillingness to extend financial and
to be con¬

firmed by the
forty - four
participating
governments.
(Neutrals and
Axis countries
were not rep¬

resented, nor
was Argen¬
tina.) Of the
two, the In-.
t ernational
Bank for Re¬
construction
and Develop¬
ment is de¬

signed to pro-
v i d e long-
term capital
to countries in
need of it.

3>-

Dr. Melchior Palyi

while by implication the Interna¬
tional Monetary Fund is supposed
to provide credit for short pe¬
riods only.1 . '

Apparently, the two institutions
are to be entirely separate (except
that membership in the one pre¬

supposes membership in the
other),r to serve different objec¬
tives. The primary purpose of the

1 The outline of the Fund, as submitted
to the Conference, has been discussed in
the May 18 issue of the "Chronicle."

(Continued on page 1148)

BOND

BROKERS

BULL, HOLDEN & C9
MEMBERS NEW YORK STOCK EXCHANGE

14 WALL ST.. NEW YORK 5.N.Y.

TELEPHONE-RECTOR 2-6300

Buy War Bonds
for

VICTORY

R. H. Johnson & Co.
Established 1927

INVESTMENT SECURITIES

64 Wall Street, New York 5
BOSTON PHILADELPHIA
Troy Albany Buffalo Syracuse
Pittsburgh Williamsport Dallas

|——-HT-j
Actual Trading Markets, always

ELECTRONICS

RAILS

INDUSTRIALS

Kobbe,Gearhart&Co.
INCORPORATED

Members N. Y. Security Dealers Ass'n

45 Nassau Street New York 5
Tel. REctor 2-3600 Teletype N. Y. 1-576
Philadelphia Telephone: Enterprise 6015

Fiscal Policy And The
Taxation Of Business

By BEARDSLEY RUML* ;
. Chairman, Federal Reserve Bank of New York

Treasurer, R. II. Macy & Co., New York r V •

After Reviewing The Social And Economic Purposes Of Taxation, Of
Which He States The Maintenance Of Dollar Stability Is The Most Im¬
portant, Mr. RumI Points To The Bad Effects Of V- • ■ ■ ■■..•' '■ • ■"
Corporation Profits Taxes To Wit; (1) As Having An
Uncertain Effect With Reference To Dollar Stability
—(2) As Tending To Raise Prices And To Keep
Wages Lower Than Otherv/ise Might Be—And (3)
As Reducing Investment Yield And The Flow Of
Savings Into Business. He Holds That The Elimina¬
tion Of The Corporation Income Tax "Will Increase
The Effectiveness Of Our Fiscal And Monetary Pol¬
icies," Strengthen Production And Provide More
Employment.
The superior position of public government over

private business is nowhere more clearly evident
than in government's power to tax business. Busi¬
ness gets its many rule-making powers from public
government. Public government sets the limits
to the exercise of these rule-making powers of
business, and protects the freedom of business oper-

*

(Continued on page 1146) r

: j

w

^commercial
aid^to her-

neighbors,
while the rel¬
ative great¬
ness of Athens
was attribu¬
table to the
disdain with
which the
Athenians re¬

garded a pol-/
icy of < eco¬
nomic or po¬
litical isola¬
tion. ■

The United
States may

well be liken¬
ed to Athens
rather than to

Sparta, and
the marked progress which the
country has made along economic
and financial lines has doubtless
been the result of her willingness
and ability to co-operate with
rather than remain aloof from
her neighbors across the Atlantic
and across the Pacific as well as

(Continued on page 1141)

Beardsley RumI

NEW YORK STOCKS, INC. Bond Brokerage
Service

• ' for Banks, Brokers
and Dealers

Prospectus on Request

HUGH W. LONG and COMPANY
INCORPORATED

48 WALL STREET 634 SO. SPRING ST.
NEW YORK 5 LOS ANGELES 14

Hardy&Co.
Members New York Stock Exchange
Members New York Curb Exchange

30 Broad St. New York 4
Tel. DIgby 4-7800 J. Tele. NY 1-733

Philip Carey
Manufacturing Co.

- i* " ■ v ■

Central Soya Co.

Electrolux

REYNOLDS & CO.
Members New York Stock Exchange

120 Broadway, New York 5, N. Y.
Telephone: REctor 2-7400
Bait ToiPfvpa NV 1.(525

I CANADIAN J
\5ECURITIES/

HART SMITH & CO.
Members

New York Security Dealers Assn. J
52 WILLIAM ST., N. Y. 5 HAnover 2-0980

Bell Teletype NY 1-395 |
New York Montreal Toronto

Dr. Max Winltler

State and

Municipal

Bonds

Bond Department

THE CHASE

NATIONAL BANK
OF THE CITY OF NEW YORK

New England
Public Service Co.

PREFERREDS

6% and 7%
Plain and Prior

IRA HAUPT&CO.
Members of Principal Exchanges

111 Broadway, N. Y. 6
REctor 2-3100 Teletype NY 1-1920
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We Maintain Active Markets in U. S. FUNDS for

CANADIAN INDUSTRIALS
i , ■ J i CANADIAN BANKS 1

CANADIAN MINES f

CANADIAN UTILITIES

Ggodbody & Co.
Members N. Y. Stock Exchange and Other Principal Exchanges

115 BROADWAY NEW YORK 6, N. Y.
Telephone BArclay 7-01.00 - - Teletype NY 1-672

Governor Dewey Urges Rebirth
Of Faith In Country's Future

At Louisville Criticizes Proposal For WPA For World.
Advocates Instead Wider Exchange Of Goods.

'

Opening his campaign in Philadelphia on Sept. 7, Gov. Thomas
E, Dewey, of New York, the Republican Presidential nominee, un¬
dertook to make it clear at the outset, that "this is not merely a
campaign against an individual or a political party. It is not merely,"
he added, "a campaign to displace a tired, exhausted, quarreling and
bickering Administration with a fresh and vigorous Administration.
It is a cam- < v>-

paign against
an Adminis¬
tration which
was conceived
in defeatism,
which failed
for eight
straight years
to restore our

domestic

economy,
which has

been the most

wasteful, ex¬

travagant and
i n c o mpetent
Administra¬
tion in the

history, of the
n a t i o n and
worst of all,
one which has lost faith in itself
and in the;* American people."
"This basic isstfej'* Gov. Dewey as-|
serted, was "revealed in the re-'
cent announcement by the Direc¬
tor of Selective Service: in Wash¬
ington," whom the Governor
quoted as saying that when Ger-

Thomas E. Dewey

many and Japan have been de¬
feated it will still be necessary to
demobilize the armed forces very

gradually. "And why," the Gover¬
nor asked. "Because, he [the Di¬
rector] said, 'We can keep people
in the Army about as cheaply as
we could create an agency for
them when they are out.' . . .

They are afraid of peace. They
are afraid of a continuance of
their own failures to get this,
country going again. They are
afraid of America."

Declaring that "I do not share
that fear," Gov. Dewey expressed
it as his belief "that our members
of the' armed forces should be

transported home and released at
the earliest practical moment
after victory." He further said "I
believe that the occupation of
Germany and Japan should very

soop be ^confined to^ those who
voluntarily choose to remain in
the Army when peace comes."
According to Gov: Dewey, "the

New Deal was founded on the

(Continued on page 1155)

Effect Of Geimany's Defeat
S | ®n The National Debt

Apropos of the effect of Germany's defeat by the end of October
on the size of our national debt, we take the following from "Invest-

< ment Tim-<*

ing," issued
by the Eco¬
nomic & In¬
vestment De¬

partment pf
the National
-S ecurbt ies
and Research

Corporation:
The W a r

P r oduction
Board yes¬

terday an¬
nounced a

40% cut-back
in war pro¬
duction with-
in three
months after
'the' defeat' of

Germany and
"immediate and drastic" elimina-

L. H.Bradshaw
- Editor

"Investment ■ Timing"

tion of virtually all controls over
civilian production. - With the Al¬
lies' rapid progress in all direc¬
tions, military authorities and
well-informed observers are now

agreed in expecting termination
of the war against the Nafcis to
occur by November.

Reduction in War Expenditures
The WPB announcement, there¬

fore, indicates a substantial cut in
the estimated war expenditures in
the Government's budget for the
fiscal year ending June 30, 1945,
and in turn S marked, reduction
from previous,estimates of - the-nan
tional debt. . / * - >
Table 1 .gives a digest of the

Federal budget—the revised fig¬
ures of July, the former estimate
* (Continued on page 1145)

Post

War

Plans!!

Details upon Request

KING & KING
Established 1920

Members New fork Security Dealer* Ass'n

40 Exchange PL, K.Y. 5 HA 2-2772 j
BELL TELETYPE MY 1-423 "* [

Elk Horn Coal, Com. & Pfd.
La France Indust.
4's, 1956 & Stock

Lanston Monotype
Peerless Weighing & Vending

Common & Preferred

Sirian Lamp, Pfd.
Sweets Steel

Members Baltimore Stock Exchange
, 120 Broadway, N. Y. 5

WOrth 2-423Q»m; , «

; ' Bell Teletype N. Y. 1-1227

International

j Power Securities
6%s, '55
7s, *52
7s, '57

Traded on N. Y. Curb Exchange

Vanderhoef & Robinson
Members Hew York Curb Exchange

31 Nassau {Street New York 5
Telephone COrtlandt 7-4010

*
Bell System Teletype NY 1-1548

Indiana Limestone
, >J Income 6s, 1952

Struthers Wells
> . Common & Preferred

H. G. BRUNS & C0.
20 Pine Street, NewYork 5

Telephone: WHitehall 3-1223
Bell Teletype NY 1-1843

Aetna Standard Engineering

Botany Worsted Mills
"A" & Pfd.

Macfadden Publications
All" Issues

I- ■ ' r \ ■■ .
Marion Steam Shovel,. Pfd.

United Piece Dye Works
Common & Preferred

DTeeneoaConnvpaTiu
. Members N. X» Security Dealers Assn. „

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

Post War Prospects

Standard

Stoker Co., Inc.
Common

Memorandum on request

6.A.Saxton &Co., Inc.
(10 PINE ST., N. Y. 5 WHitehall 4-4970 ITeleytpe NY 1-609 |

FASHION PARK, Inc.
(Men*o clothing)

An industry without compli¬
cated reconversion problems

'

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

Detailed report on request

Simons, Linbuni & Co.
Members New York Stock Exchange

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

Marion
..

Steam Shovel.;y
1% Preferred i. jj j'

Bought — Sold

Troster,Currle&Summers
Members N. Y. Security Dealers Ass'n

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

Private Wires to Buffalo - Cleveland
Detroit - Pittsburgh - St. Louts

CARRIER

CORPORATION
Conv. Pref.

; Bought—Sold—Quoted

McDonnell&CQ
Members

;''y: New York Stock Exchange
New York Curb Exchange

120 BROADWAY, NEW YORK
; y Tel. REctor 2-7815

Elect Habas ¥„-P. Of
Manhattan Foundation

• Election of Eugene J. Habas as
Vice-President of Manhattan

Foundation, Inc., research organi¬
zation for Manhattan Bond Fund

and for New

York Stocks,
wasannounced

today by
Hugh W. Long,
President.

Mr. Habas,
who has been

engaged in fi¬
nancial re¬

search work
for 16 years,
comes to Man¬
hattan Foun¬

dation from
the research
staff of > the
Lehman Cor¬

poration. Pre¬
viously he had
been Vice-
President i rt

charge of research for Industry
and Security Survey Corp., and
manager of the research staff of
Fenner & Beane., :
Mr. Habas is a past President of

the New York Society of Security
Analysts and spent some time as

economist and associate price ex¬
ecutive of the New England Re¬

gional office of OPA. 4 u <

I. B. Eleecker With

Paine, Webber Firm
Paine, Webber, Jackson & Cur¬

tis,-members of the leading stock
and commodity exchanges, an¬
nounce that Theodore B. Bleecker
is now associated with their new

office at 745 Fifth Avenue. Dur¬

ing the ; past two years Mr.
Bleecker, who will be active in
the firm's stock department," was
connected with one of the Gov¬
ernment war agencies in Wash¬
ington. For a number of years he
managed the New York office of a
large Boston investment firm and
later formed the firm of Bleecker,
Park & Greene who were active
dealers in both listed and unlist¬
ed securities. .

V'*: ———n •

Edward G. Piatt Now
Frank C. Moore Partner
;; Frank G. Moore & Co., 42 Broad¬
way, New York City, announce
that Edward G. Piatt has been ad¬
mitted to the firm as a general
partner.' Mr. Piatt was formerly
a partner in Waldheim, Piatt &
Co. of St. Louis for many years:

Henry Holt & Co; <

5% due 1969

Buffalo, Niagara & Eastern
v

. . $1.60 Preferred

Boston & Maine Railroad
A, B, C, & D Preferreds

Diamond Alkali Co/

Wm. J. Mericka 6-Co.
INCORPORATED : „ -

Members Cleveland Stock Exchange
Union Commerce BIdg., Cleveland 14

Telephone MAin 8500

29 Broadway, New York 6

WHitehall 4-3640
. Direct Private Wire to Cleveland

... P. R. Mallory & Co. Inc.
y / : * . ■ v.- t

Analysis on request

Bought— Sold— Quoted

Steiner,Rouse & Co.
*

Members New York Stock Exchange
25 Broad St., New York 4, N. Y.

HAnover 2-0700 NY 1-1557

NewOrleans, La.-Birmingham,Ala. -

Direct wires to our branch offices /
■ w - • •

V

Marchant Calculating
Machine Company:

A sound equity yielding 6.25%
V • .* -V. . /

Memorandum Available

. Kerrey
MEMBERS NEW YORK STOCK EXCHANGE

One- Wall Street, New York 5, N. -T.

St. Petersburg, Fla. Miami, Pla.
Orlando, Pla. Fort Lauderdale, Pla.
Newark, N.J. Syracuse, N. Y.
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Philip Carey Mfg.
National Radiator

Gisholt Machine

Mohawk Rubber

Seiberling Rubber
Trico Products

STRAUSS BROS.
Members New York Security Dealers Ass'n

32 Broadway Board of Trade BIdg.
NEW YORK 4 CHICAGO 4
DIgby 4-8640,, „ Harrison 2075

Teletype NY 1-832. 834 Teletype CG 129

Our Real Estate

Securities Department
Specializes; in

TITLE COMPANY

CERTIFICATES

Call us for quotes

Newburger, Loeb & Co.

Ij Members New York Stock Exchange II40Wall St., N.Y. 5 WHitehall 4-6330
Bell Teletype NY 1-2033

The COMMERCIAL and

FINANCIAL CHRONICLE
Reg. U. S. Patent Office

William B. Dana Company , ?•;/ >

\ Publishers v\ ■ '

25 Spruce Street, New York 8 ';

BEekman 3-3341

Herbert D. Seibert, ;
Editor and Publisher

William Dana Seibert, President ■

William D. Riggs, Business Manager

Thursday, September 14, 1944 ; !

Published twice a week i f

every Thursday I
{general news and advertising issue)

and every Monday

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

Other Offices: 135 S. La Salle St.,
Chicago 3, 111. (Telephone: State 0613);
1 Drapers' Gardens, London, E. C.,"Eng¬
land, c/o Edwards & Smith.

Copyright 1944 by William B. Dana Company

Reentered as second-class matter Feb¬

ruary 25, 1942, at the post office at New
York, N. Y., under the Act of March
3, 1879. ; ' - ; ■ ■ ''
Subscriptions in United States and

Possessions, $26.00 per year; in Dominion
of Canada, $27.50 per year; Soutn anu
Central America, Spain, Mexico and
Cuba, $29.50 per year; Great Britain,
Continental Europe (except Spain), Asia,
Australia and Africa, $31.00 per year.

Other Publications ■ -,

Bank and Quotation Record—Mth. $20 yr.
Monthly Earnings Record—Mth.. .$20 yr.

NOTE—On account of the fluctuations
in the rate of exchange, remittances for
foreign subscriptions and advertisements
must be made in New York funds.

Regulation Of Securities Dealers
Were a dealer in securities subject to a charge of wrong

doing relating to listed and over-the-counter securities, which
representatives, agencies and associations would have juris¬
diction to try him?

If the transactions involved the alleged commission of
; a crime there would be the Attorney General of the State
wherein the transactions were consummated.

If the securities were the subject of interstate commerce,
the United States Attorney could prosecute.

The Securities and Exchange Commission could proceed
to try him for cancellation of his registration. " *

■

Assuming he was a member of the Stock Exchange, the
Curb, and the National Association of Securities Dealers,
these organizations also would have the right to subject him
to trial.

That looks like a mountain of regulation, a dispersion
of effort and authority.

At the outset we point to our firm and constant convic¬
tion that wrong doers should be punished.

We have never held, nor do we now hold, any brief for
frauds, manipulators, or the recipients of unconscionable
profits. Fair dealing is of the very essence of our credo. '

It is because of this that we make these observations.
We are unalterably committed to the principle that

every one charged with violating the rights of others should
receive a fair trial—such a hearing as is consonant with our

Anglo-Saxon institutions. r:
What are the chances of securities dealers getting such

d trial9
IN THE COURTS THEY ARE EXCELLENT.
Rules of evidence are observed. The right of cross

examination is preserved. Every legal safeguard is taken to
prevent a man being unjustly deprived of his liberty or his
property, y / ,

In the criminal branch, the office of the prosecutor and
that of the judge are divorced and independent. One has
a choice of jurors. Neither the jurors, the prosecutor, nor
the judge, are supposed to have any interest in the subject
matter, excepting only the interest to see that justice is done.

The laws themselves, for infraction of which a court
trial proceeds, are the product of an independent branch of
the government, the legislature.

What are the chances of securities dealers getting a fair
trial before the so-called self-regulating bodies such as the
NASD and the Curb Exchange?

The NASD is enticer—as witness the system of ques¬
tionnaires—prosecutor, trial panel, and judge, all in one. It
jdso legislates without authority, as witness the 5% spread
yardstick, v;\V;:.;

The Curb, in its regulations, provides that a defendant,
may not be represented by a lawyer.

(Continued on page 1138) . , .. /. / ^

We are interested in ojferings of

High Grade
Public Utility and Industrial
PREFERRED STOCKS

encer Trask & Co.Sp<
25 Broad Street, New York

Telephone HAnover 2-4300 Teletype NY 1-f
Members New York Stock Exchange

Spahr Urges Repeal Of
Unsound Monetary Laws

Secretary Of Economists' National Committee On Mone¬
tary Policy States That To Retain Bad Monetary Laws
On Our Statute Books In The Face Of The Huge Invest¬
ment By The People In Government Bonds Cannot Be
Defended ■- . ...•' .

Professor Walter E. Spahr of New York University, the Secretary
of the Economists' National Committee on Monetary Policy, in the

September is-^
sue of "Mone¬

tary Notes"
makes a per¬

sonal plea to
Congress to
take steps to
repeal the un-

sound and

dangerous
provisions of
the monetary
laws that re-

l! main on the

kstatute books.
Although "not
overlo oking
thefact' that
the majority
of Congress

Dr. Walter E. Spahr has taken de¬
sirable action

in some cases (as; for example,
in not renewing the power of the
President to devalue the gold dol¬
lar) nor overlooking the efforts
made by an important group of
careful, informed, and greatly-
concerned Congressmen to obtain
repeal of the remaining undesir¬
able laws," Dr. Spahr maintains
that the majority of Congressmen,
as yet, "have done nothing to re¬
move from our statutes those
laws, which, if used, could con¬
tribute greatly to or precipitate a
severe j depreciation of our cur¬
rency." Hi V ■ ■5
* "Today the Federal debt," con¬
tinues, Dr. Spahr, . "is approxi¬
mately 209.3 billions of, dollars,
and it doubtless will increase for

. (Continued on page 1143)

Recommend Non-Cancellable
Order Form For Post-War Period
Controllers-Institute Committee Proposes Inclusion Of
Cancellation Penalties To Offset Unsound Pyramiding
Of Orders In Anticipation Of Price Increases And Goods
Scarcities..,Urges Also Production And Inventory Con¬
trols "In Relation To Forecasted Markets." Warns
Against Continued Deficit Spending.

General adoption of some legally enforceable form of non-can¬
cellable order is essential to avoid pyramiding of orders in the post¬
war period, ^ ~
according to a

special report
of the Com-
m i t te e on

Post-WarCon-
t r o 1 le r s hip
Problems o f
the Control-
1 e r s Institute
0 f America.
This recom¬

mendation is

part of a spe¬
cific program
to be d is-
cussed at the
1 n s t i t u t e's
13th Annual
Conference, to
be held Octo¬
ber 1 to 4 in

Louis M. Nichols

the Stevens Hotel, Chicago. L. M.
Nichols of Bridgeport, Conn., is
Chairman of the committee.
Recalling that unsound pyra¬

miding of orders in anticipation of
price increases and scarcity of fin¬
ished articles in relation to exist¬
ing; demand led to disastrous can¬
cellations, of unfilled orders in the
periods following July, 1920, No¬
vember, 1929 and October, 1937,
the Committee in its report urges
"the inclusion of substantial can¬
cellation penalties in written form
in connection with orders placed
by retailers on wholesalers, and
by wholesalers on manufacturers.
Industry itself should devise legal
methods to be used by retailers,
wholesalers, manufacturers and

(Continued on page 1145)

PANAMA COCA-COLA f
j,;.Dividends paid 1944 to date — $2.25i'WOfji:. Dividends 1943 - $4.5#

: V " 1942 - 3.65 / : \'t
Approximate selling price — 30

Circular on request

HonRoseSTrsster,
Established 1914

74 Trinity Place, New York 6, N. Y.
Telephone: BOwling Green 9-7400 Teletype: NY 1-375

- llCHIEIISTflfl
AND COMPANY

"NEVER HEARD

OF IT"
We have two specialties. One is
quoting on stuff nobody else ever

heard of, the other is quoting un¬
heard of prices on stuff nobody
else wants.

Obsolete Securities Dept.

99 WALL STREET, NEW YORK

Telephone: WHitehall 4-6551

TITLE COMPANY

CERTIFICATES

BOUGHT -SOLD - QUOTED

Complete Statistical Information

L.J. GOLDWATER & CO!
Members New York Security Dealers Assn.

39 Broadway , ; fl.
; : New York 6, N. Y.

HAnover 2-8970 Teletype NY 1-1203

Bendix Home

Appliances
Dumont Laboratories

Emerson Radio

Majestic Radio

Stromberg Carlson
Bought— Sold

J.F.keilly&Co.
Members

New York Security Dealers Assn. „

111 Broadway, New York, N. Y,
REctor 2-5288

Bell System Teletype. NT 1-2480

tBartgis Bros.
Federal Screw Works

Gisholt Machine Co.

Haloid Corp.
Laclede-Christy Clay Pr.

Miller Mfg. Co.
Segal Lock & Hdw. Pfd.

Bought—Sold >

HliRiaD&Co.m
Members New York Security Dealers Ass'n.

170 Broadway L COrtlandt 7-6190
Bell System Teletype NY 1-84

tut-

Haytian Corp.
Merchants Distilling

Tappan Stove
•

DUNNE & CO.
Members New York Security Dealers Assn.

25 Broad St., New York 4, N. Y.
Tel. WHitehall 3-0272

Public National Bank

& Trust Co.

Second quarter analysis
available on request

C. E. Unterberg& Co,
Members New York Security Dealers Assn.

61 Broadway, New York 6, N. Y
Telephone BOwling Green 9-3565

Teletype NY 1-1666
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I American Hardware
1 Amer. Win. Glass, Com. & Pfd.
■ A iifn ritAuto Car
I Bendix Home Appl.

Bird & Son*

I Boston & Me., Prior & Stpd Pfds.|
, Conn. Light & Power Com. .
I Cons. Cement "A"*

Douglas Shoe Com. & Pfd/
Electrolux* ' j
Great American Industries*
Howard Stores, Com. & Pfd.
H. & B. Amer. Machine, Pfd.*
Liberty Aircraft
Magazine Repeating Razor
Merchants Distilling*
Moxie

Nu-Enamel

Riley Stoker*
Scovill Mfg.*
Title Guar. & Trust

Triumph Explosives
Wickwire Spencer

Amer. Gas & Power & Wrnts.
American Utilities Service Pfd.
BIrmingnam Gas .

Conn. Light & Power Com.
Cons. Elec. & Gas Pfd.

Derby Gas & ElectHfi'
Illinois Power Div. Arr. and Com.
Iowa Southern Util. Com.
Mass. Power & Lt.,J&2 Pfd.*
Nassau & Suffolk Ltg. Pfd.
New Eng. Pub. Serv. 6% & 7% Pfd.
N. Y. Water Service Pfd.
Peoples Lt. & Pwr. . f

Puget Sound Pr. & Lt.
Queensboro Gas & Elec. Pfd.
Scranton Springbrook Water Pfd.
Southwest Natural Gas
Southwest Pub. Serv.

ELECTRONICS
Du Mont Lab. "A"*
Emerson Radio
General Instrument*
International Detrola
Magnavox Corp.* ,

Majestic Radio & Tel.*
P. R. Mallory
Stromberg Carlson
Submarine Signal

*Circular on Request

Chicago Tractions

Members N. Y. Security Dealers Assn

120 BROADWAY, NEW YORK 5

REctor 2-8700 NT 1-128&I
Direct wires to Boston & Phila.

ENTERPRISE 'PHONES
Hartford 6111 — Buffalo 6024

INDUSTRIALS
Auto Car
Axton-Fisher "B"

Brockway Motor*
Buda Co.
Consolidated Textile <

Crowell Collier P. Com.
Eastern Corporation * : .

Federal Machine & Welding
Industrial Brownhoist Pfd. & Com.
Interstate Bak. Com. & Pfd.
Loft Candy " ■

Marmon Herrington
Mohawk Rubber >.<
Oxford Paper
Pierce Butler ' :' \ 1 . -

Pollak Manufacturing
Punta Alegre Sugar i' :.-r.i
Purolater*

,

Remington Arms
TaJon ' •./■ :?
Textron Pfd.
Tokheim Oil Tank & Pump /
United Drill "A" & "B"
United Stove

AIR LINES

American Export Airlines
Chicago & Southern Airlines
Continental Airlines
Mid-Continent Airlines
National Airlines

RACING

Association Stocks and Bonds

Bought and Sold

INFORMATION ON REQUEST

it BANKERS BOND S
INCORPORATED

1st FLOOR, KENTUCKY HOME LIFE BLDG.

LOUISVILLE 2, KENTUCKY
Long Distance 238-9 ' ' ? - / ■■■* > Bell Teletype LS 186

*0

We are pleased to announce that

MR. HUGH i. DEVLIN

formerly with L. D. Sherman & Co. is now associated with us

as Manager of our Wholesale and Syndic ale Department

HUGHES & TREAT
Investment Securities

40Wall Street, New York Tel. BO 9-4613
■ L

A Post-War Federal Tax
Plan For High Employment

Resea^h Section Of The Committee For Economic De¬
velopment, On The Basis Of The Three Objectives That
(1) The Tax System Must Impose The Least Possible
Restriction Upon Expansion Of Production And Employ¬
ment, (2) Taxes Must Be Fair Among Persons, And (3)
Taxes Must Be Adequate, Proposes: (1) A Graduated
Personal Income Tax To Provide Half Of Federal Reve¬
nues; (2) A Reduction Of Excise And Sales Taxes; (3)
A Lightening Of Taxes Applied Directly Against Busi¬
ness Operations; (4) Removal Of Tax Inequities; And
(5) Total Taxation Sufficient To End Borrowing And To
Afford Surpluses For Debt Reduction -

The Committee for Economic Development, of which Paul G.
Hoffman, President of the Studebaker Corp., is Chairman, has issued
a report of <*> —

Harold M. Groves

i t s Research
Committee on

"A Post-War
Federal Tax
Plan for High
Employment."
This report
was prepared
by a research
staff headed

by Harold
Groves, Pro¬
fessor of Eco¬

nomics, Uni¬
versity of Wis¬
consin. The

polici e s ex¬

pressed in the
report, how¬
ever, repre¬
sent the views
of the members of the Research

Committee, for which they are

solely responsible and none of the
research staff has any responsi¬
bility for the views expressed
therein. >; ;.-V
The report and the specific rec¬

ommendations of the Research
Comrhittee of the Committee for
Economic Development , is here¬
with published substantially in
full:

The Committee's Report

The main domestic problem of
the American people, when hos¬
tilities end, will be to achieve a

high level of production and em¬

ployment. Continuing large-scale
unemployment cannot be toler¬
ated, either among the millions of

returning soldiers, or among the
more numerous millions now en¬

gaged directly or indirectly in war
work. The post-war tax plan pro¬

posed here has been designed with
{hat problem uppermost in mind.

/Taxes can be reduced, but they
will have to be heavy by pre¬
war standards. The reason for
this is that governmental expend¬
itures will be far greater than
ever before in peace-time. Every
effort, of course, should be made
to hold down these expenditures.
Each item should be scrutinized
with extreme care. In spite of all
such proper efforts at economy,
the indications are that post-war
Federal expenditures will be at a

level, which, < before the war,
would have seemed to many al¬
most impossible to support by tax¬
ation. A'
The main items can be foreseen.

Interest on the Federal debt alone
will probably call for, tas much
money as total annual, F^eral tax
collections during the,Jpari)q$%Je
pre-war period. At
number of years, we must poj^^ifi
an army, navy and air force ma^y
times larger and more costly than
we had before the war. We must
provide benefits to many millions
of World War II veterans, in ad¬
dition to those still being given
to veterans of previous wars. We
must be prepared to meet new

international obligations. There
will probably be added costs from
a rounding out of the social secur-

IIODSON& COMPANY,
A//®' Inc. A-/-.

165 Broadway, New York

BOSTON, MASS.

An Outstanding Cement Stock
'

With a Dividend Arrearage

Riverside Cement

Class A
$1.25 Cumulative Participating

Stock

Market 12 - 12%
Circular sent upon request

lerner & co.
10 POST OFFICE SQUARE
'

BOSTON 9, MASS.
Tel. HUB 1990 Teletype BS 69

DALLAS

Bought — Sold — Quoted

Dr. Pepper
Republic Insurance

Southern Union Gas Common

So'western Pub. Serv. Com. & Pfd.

Dallas Ry, & Terminal 6% 1951
All Texas Utility Preferred Stocks

Check us on Southwestern Securities

RAUSCHER, PIERCE & CO.
; DALLAS, TEXAS

Houston - San Antonio

L F. Rothschild & Co.
Adds Michael Schneider
L. F. Rothschild & Co., 120

Broadway, New York City, mem¬
bers of the New York Stock Ex¬

change and other Exchanges, an¬
nounce that Michael Schneider
has; become associated with them
in their institutional department.
For the past fifteen years Mr.
Schneider has been with Salomon
Bros. & Hutzler.

ity program. Finally, the normal
peace-time functions of the Fed¬
eral Government are not likely
to cost less than before the wa'r.
Although any estimate made at

this stage must be uncertain, it is
difficult to figure that after the
war total Federal expenditures
will be less than somewhere be¬
tween $16,000,000,000 and $18,000,-
000,000 a year, not including so¬
cial security payments and re¬
tirement of debt.
The lower figure is about 2lk

times—the higher almost 3 times
—the highest revenue raised in
any single year before the war.
Such grand totals, stated in bil¬

lions, mean little to most of us.

When they are connected up with
the pay-envelope, however, their

meaning becomes comprehensible
and sharp. They mean that after
the war the average cost of sup¬

porting the activities of the Fed¬

eral Government, if spread evenly
over the entire population, would
be more than $500 a year for a

family of four.

When the peace-time -cost of

government rises to such magni¬
tudes, it becomes more than ever

necessary to overhaul our tax

system, with one purpose espe¬

cially in mind: to lessen, as much
as possible, the depressing effect

(Continued on page 1150)

PHILADELPHIA

We Maintain Trading Markets in:

Central Illinois Electric & Gas

Central Vermont Public Service

Derby Gas & Electric >

Southwestern Public Service

United Light & Rwy. Com. W. I.

BUCKLEY BROTHERS
Members Nev) York, Philadelphia and

Los Angeles Stock Exchanges

1529 Walnut St., Philadelphia 2, Pa,
Bell Teletype — PH 265

Phila. RIT 4488 N. Y. WH 3-7253

We have a continuing interest in:

Southern Advance Bag
& Paper Co.

■ ■■ '■ . • '
-. u> : - ';■$ \\'

Common Stock

i:

BOENNING & CO.
1606 Walfiut St., Philadelphia 3
PennypackeP £200 ' PH 30

r Private Phone to N. Y. C.

COrtlandt 7-1202

Penn. & N. Y. Canal & R.R.
4s, 4% 8 & 5s

Lehigh Valley R.R.
Ann. 4%* & 6» - .

Harris Seybolt Potter
Common . /.

John Irving Shoe
Common & Preferred

Alan Wood Steel
•

r v:.;'''/•;//-/ Preferred ^-v'• 11'

Penington, Colket & Co.
123 S. Broad St., Philadelphia 9, Pa.

Phila. Phone • New York Phone
Pennypacker 7700 ' Hanover 2-0310

Teletype PH 180

SAN FRANCISCO

CURRENT INFORMATION

and MARKETS

always available on

PACIFIC COAST

; SECURITIES
Send for our current report on

Security-First National Bank
fji of Los Angeles ,

H. R. BAKER & CO.
Russ BIdg.

San Francisco
S. F. 196

650 So. Spring St.
Los Angeles

L. A. 42

ST. LOUIS

Stix & Co.

INVESTMENT SECURITIES

509 olive: street

St.Louis lf>Io.

Members St. Louis Stock Exchange

Speculative Possibilities
Preferred stocks of Boston &

Maine Railroad offer good specu¬
lative possibilities, according t(
an analysis of this special situa¬
tion prepared by Price, McNeal &
Co., 165 Broadway, New Yorl
City. Copies of this interesting
release may be had from the firn
upon request.

Wien In New Quarters
M. S. Wien & Co., members of

the New York Security Dealers
Association, announce the remov¬

al of their offices to larger quar¬
ters at 40 Exchange Place, New
York City. The telephone number
remains the same.
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American

Bantam Car
Common and Preferred

. :v. ^ •?''''''

HoeRsseSTroster
Established 1914

74 Trinity Place, New York 6, N. Y.
Teletype:Televhone:

BOwling Green 9-7400 NY 1-375

Preferred Stocks of

Boston & Maine R. R.
offer

Good Speculative Possibilities
COMPLETE ANALYSIS OF THIS

SPECIAL SITUATION UPON REQUEST

Inquiries Invited— Markets Quoted

PRICE, McNEAL & CO.
ESTABLISHED 1S21 ;

V' Investment Securities
165 Broadway > i1(New York 6

^ • COrtlandt 7-7869 ^

Oliver

Farm

Equipment

New Common

When as and if issued

BOUGHT—SOLD—QUOTED

SHEPARD, SCOTT & CO.
44 Wall Street, New York

Telephone: »■:'

BOwling Green 9-0040

Teletype: NY 1-1862

Free Representative Government
By Hon. JOHN W. BRICKER*

Governor of Ohio '*

Republican Vice-Presidential Candidate Accuses New
Deal Of Destroying Representative Government And
Concentrating All Power In The Federal Executive. Pro¬
poses A Four Point Program Comprising (1) Elimina¬
tion Of Needless Bureaucracy; (2) Restoration Of Re¬
sponsible Cabinet Government, With Liquidation Of All
Agencies, Boards, Bureaus And Commissions Not Per¬
forming Essential Governmental Functions; (3) Ending
Of The Reckless Trend Toward Centralization Of Federal
Power; And (4) The Creation Of An Atmosphere Of
Opportunity For The Individual. *

Truly, this is a year of vital decision. \=There are many issues,
but they all add up to the one transcendent issue of representative

John W. Bricker

government.
Shall our

American con¬

stitutional sys-
tem be re¬

stored? Or
shall Congress
and the courts
be permanent¬
ly relegated to
minor roles?
Shall Govern¬
ment be kept
close to the
hearts and
hands of the
American

people? Or-
shall local
authority b e
i r e v o c ably
usurped by a t
highly centralized national gov¬
ernment? Shall America again
become a land of freedom and op¬

portunity for the individual? Or
will it continue to be a land in
which the individual is becoming
more and more a pawn of bureauc¬
racy? In short the issue of 1944 is
—shall the United States continue
to be a republic? ; V. ;
( This is the issue we in America
must decide in this election We
remember that our system of rep¬
resentative government was born
and ( nurtured in critical years,
when men had only an ideal of
government that was yet to be
proved in the turmoil of human
experience. Because those who
founded this nation had the cour¬
age to try out government by the
people, on these shores and midst
the storms of the 18th century,
each generation that followed has
courageously sought to • keep it
alive. It is for us, this year, to
prove again that representative

**An address by Governor Bricker
before the Indiana Republican
Editorial Association, Sept. 9, 1944.

government can wage war and re¬
main free; that to defeat tyranny
in the world we need not sacrifice
our constitutional rights and tradi¬
tional freedom and that America
possesses a reservoir of fresh lead¬
ership to which it can safely turn,
even in the heat of conflict,"'and
upon which it must rely to keep us
a virile nation. °
The most liberal government

the world has ever known is that
in which the individual citizen is
the source of all power. The Amer¬
ican Republic was intended to
be that kind of system. It was
called ('Government by the con¬
sent of the governed."
The most reactionary system of

government is that in which the
individual lives and moves and
has his being only by sufferance
of the government. From its in¬
ception, the New Deal has been
moving in that direction. It be¬
lieves that you the people, are not
competent to determine your own
needs and that you are unable to
govern yourselves. ; It reasons,
therefore, that the Government
must oyder every act of your per¬
sonal lives, every day, from morn¬
ing until night and from the cra¬
dle to the grave.

To understand how the New
Deal really proposes to change
this nation, it is sufficient to read
from its prophets. One of them,
Rexford Guy Tugwell, a year ber
fore the New Deal came to power,
made these startling statements: '• j
"We have a century and more

of development to undo , v v*''
Think of that—a design to undo
the greatest century of develop¬
ment of any nation in the history
of the world. It was further said:
"The first series of changes will
have to do with statutes, with con¬
stitutions. and with government
. . . it will require the laying of

(Continued on page 1144)

WE ANNOUNCE THAT

MR. MICHAEL SCHNEIDER

HAS BECOME ASSOCIATED WITH US IN OUR

INSTITUTIONAL DEPARTMENT

L. F. Rothschild & Co.
MEMBERS NEW YORK STOCK EXCHANGE

120 BROADWAY NEW YORK 5

TRADING MARKETS

y,;v f" * '; V.',yv y . • .-i

Federal Water & Gas

Buffalo, Niagara & East.
$1.60 Preferred v

GeorgeR.Cooley&Co.
INC.1: ' ; •' *

52 William St., New York 5
WHitehall 4-3990-

WE BUY

BONDS
-

< WITH ,: ; \ ,

Coupons Missing

Gude, Winmill & Co.
Members New York Stock Exchange

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

Hillman Says Dewey Has Been •

"Contradictory" and "Vague"
In An Address Before The New York State CIO Conven¬
tion Labor Leader Accuses Republican Candidate As
Currying Favor "Both With The Isolationists And With
The Internationalists In His Party." ♦ V

Sidney Hillman, Chairman of the CIO'Political Action Commit¬
tee and of the National Citizens Political Action Committee, attacked
Thomas E. Dewey's position * on national and international affairs
and assailed his record as Governor of New York State. Mr. Hillman
launched his attack on the''Republican Presidential nominee1 at the
New York State CIO .convention being held in Convention Hall,

Kit

S a r a t o g a ..

Springs, N. Y.,
on Sept. 10. , .

( -C harging
that Governor
Dewey ob-
tained his
P r e s idential
n o m i n a tion
from a con¬

vention dom¬

inated by
Herbert Hoo¬
ver 'and the

Republ ican
"Old Guard,"
the CIO polit¬
ical chairman
declared
"there is no

record that Sidney Hillman .

T h o m a s E.
Dewey ever expressed himself
concerning the depression through'
which this country went frorp
1929 to 1933, the exciting days of
the first New Deal, nor the om¬
inous rise of fascism in Europe.
His interest in the affairs of the
nation and of the world seem to
have awakened simultaneously
with his ambition to become
President."
Mr. Hiilman asserted that the

New York Governor, like "the
late Warren G. Harding," curried
favor both with the isolationists
and with the internationalists in
his party.
Mr. Dewey, the CIO political

chairman declared, has flatly
contradicted himself on numerous
occasions on such questions as
Lend-Lease, Soviet Russia, par¬
ticipation in international affairs
and many (domestic issues. ; r
'As Governor of New York, Mr.

OfeWe^ 'fi&s^ven earned the re-
lefittheto^'f the Republican State
£fepiaturerilby his frequent ve¬
toes,' friis constant introduction of
"must"" legislation and "his arbi¬
trary action in calling for an ad¬
journment of a war-time legis¬
lature before many important
matters could be disposed of. The
open revolt against Governor
Dewey's dictatorial procedure
was reoorted in the public oress."
Mr. Hillman pointed out, despite

the fact that Republicans are in a

clepr majority jinl froth,houses^ b'f
the State Legislature.

- Mr. Hillman cnarged Mr. Dewey
with fpiijing to credit the admin¬
istration of former Governor
Herbert H. Lehman, Democrat,
with a surplus, of $80,000,000 in¬
herited from, the Lehman admin¬
istration. • • Sj rUi'K* =

( Among Devjev^ ^all^ged fail¬
ures as Governor,Mr.- Hillman
denounced: the? failure totpay ade¬
quate salaries,to Statepcivil ser¬
vice employees," inadequate hos¬
pital service and poor pay for
teachers. (
The CIO political chieftain

charged Dewey with "milking"
the cities and municipalities of
revenue, thus forcing the munic¬
ipalities, such as the City of New
York, to maintain consumer taxes.
He ( also assailed Mr. Dewey's
farm policy which resulted in at¬
tacks on price control and ration-
ingpwith.no assistance or protec¬
tion for the small farmer or the
farnv workers. 4

f< Mr.;'Hillman also sharply at¬
tacked Gov.

f Dewey's record on
health insurance and medical
care, racial and religious discrim¬
ination,'"the ( soldiers' vote and
other issues. ^

Now Herrick, Waddell Co.
Effective September 1st, the

firm name of Barrett Herrick &
Co., Inc., was changed to Herrick,
Waddelfr & Co., Inc. There has
been no change in personnel/of¬
ficers or of ownership. The firm's
principal office is at 55 Liberty
Street, New York City.

Attractive Air Stock v

Liberty Aircraft Products offers
interesting possibilities according
to a memorandum issued by
Amott, Baker & Co., Incorporated,
150 Broadway, New York City,

discussing current developments
in the situation. Copies of this
memorandum may be had from
the firm upon request.

j Abitibi Power & Paper Co.
Brown Company

Electrolux

Fanny Farmer Candy '

International Utilities

Minnesota & Ontario Paper Co.
Noranda Mines ;

Steep Rock Iron Mines, Ltd.
Sun Life Assurance Co.

Bank of Montreal

Bank of Nova Scotia

Canadian Bank of Commerce

Dominion Bank

Imperial Bank
Provincial Bank of Canada

Royal Bar.k;of Canada ;

HART SMITH & CO.
52 WILLIAM St., N. Y. 5 HAnover 2-0980

Bell Teletype NY 1-395

New York Montreal Toronto

American Water Wks. & Elec.
rV'V. 5s, 1975 "

Community Water Service
6s, 1946

East Coast Public Service
4s, 1948

Eastern Minnesota Power
■;5y2s, 1951 ,, ; ;• .. .

National Public Service
r >•- »' 5s, 1978 ■ ■ ■'(•■ .v'V .

Tyler Building (N. Y.)
6s, 1953 .

Frederic H. Hatch & Co.
Incorporated

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

; f Pacific Coast Stock
J :"1 Exchanges v
Open to 5:30 P. M. (e.w.t.)

Quotations and executions for brokers,
dealers and institutions on Pacific
Coast securities, including those

! Y which also have eastern markets.
Direct wires - *'( 'v

DeanWitter a Co.
Members Neio York Stock Exchange

San Francisco Stock Exchange
and other security and commodity exchanges
14 WALL STREET BArclay 7-4300

oD J
r»H

New York
Los Anjreles

San Francisco
Honolulu

American Maize Products Co.

General Tin Investment

Tokheim Oil Tank & Pump Co.

Universal Match

Frederic H. Hatch & Co.
Incorporated

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

Hugh J. Devlin Now
With Hughes & Treat
Hugh J. Devlin has become as¬

sociated with Hughes & Treat, 40
Wall Street, New York City, as
Manager of their wholesale and
syndicate department which spe¬
cializes in the distribution of in¬
dustrial and public utility issues.
Mr. Devlin was formerly manager
of the wholesale department for
L. D. Sherman & Co.
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v TRADING MARKETS IN

REAL ESTATE

SECURITIES 1
* ★ *

SHASKAN & CO.
Members Now York Stock Exchange
Mombort Now York Cvrb Exchange

40 EXCHANGE PL.,N .Y. Olflby 4-4950
i Boll Teletype NY 1-953

We Are Interested In Buying

ALL

FRED F. FRENCH Stocks
AND

TUDOR CITY UNITS

C. H. TIPTON
SECURITIES CORP.
Members N. Y. Security Dealers Ass'n

1

in BROADWAY

NEW YORK 6, N. Y. DD-.,;,
WOrth 2-0510

TITLE CO.
CERTIFICATES &

MORTGAGES

Bought—Sold—Quoted

BENJAMIN, HILL & CO.
Members New York Stock Exchange

1 WALL STREET, N. Y.

DIgby 4-0964

Active Markets in

REAL ESTATE

SECURITIES

Vauquet & Co.
135 So. La Salle St.

CHICAGO

CG-81 Central 4402

— SPECIALIST^ IN—

Chicago and Midwest

REAL ESTATE

SECURITIES

Accurate Quotations in All Issues

FIRST LA SALLE CO.
11 So. La Salle St., Chicago 3, III.

Tel. Central 4424 Tele. CG 660

NY Security Dealers Ass'n
Elects Herzog Member
At a meeting of the Board of

Governors of the New York Se¬
curity Dealers Association, held
on August 31, 1944, Robert I. Her¬
zog, Herzog & Co., New York City,
was elected to membership in the
Association.

Mallory Interesting
P. R. Mallory & Co., Inc., offers

an interesting situation, according
to an analysis prepared by Steiner,
Rouse & Co., 25 Broad SV New
York City, members of the1 New
York Stock Exchange, Copies of
this analysis may be had from
Steiner, Rouse & Co. upon re¬
quest.

SPECIALISTS

Real Estate Securities
Since 1929

Seligman, Lubetkin & Co.
Incorporated

Members New York Security Dealers Association

41 Broad Street, New York 4 HAnover 2-2100

Real Estate Securities
By JOHN WEST

London Terrace, Inc., Earnings Improve As Predicted By
Company— Indications Point To Interest Distributions
Of 7% For Fiscal Year

The London Terrace Apartments, considered New York's finest
small unit apartment buildings, shows a substantial increase in oper¬

ating profits for the first three months of the current fiscal year as
was forecast in the corporation's letter of May 20,1944, to bondholders
in reporting to them on the very successful year ended March 31,1944.

The bonds outstanding are secured by a first mortgage on the
land fronting on the east side of$>
Tenth Avenue covering the entire
block front of 198 feet 6 inches
with a depth of 125 feet on both
23rd and 24th Streets and on the
land fronting on the west side of
Ninth Avenue covering the entire
block front of 192 feet 6 inches
with a depth of 125 feet on both
23rd and 24th Streets together
with the four 18-story apartment
buildings erected 6n the four cor¬
ner plots. These buildings pro¬
vide a total of 1,510 rooms, divided
into 700 apartments, about 620
of the apartments being one and
two-room units, the balance being
three and four rooms.
The Tenth Avenue buildings

contain si swimming pool and a
roof garden designed as a "Marine
Deck." The street floor contains

banking quarters and stores. The
Ninth Avenue buildings provide
for restaurant and store space on

the street level.

The bonds call for 3% fixed in¬
terest per annum, plus cumulative
interest at the rate of 1% per an¬
num. Earnings for the fiscal year
ended March 31, 1944, were suffi¬
cient to pay the 3% fixed interest,
1% cumulative interest and 1% on

account of prior year accumula¬
tions and to carry over a small
amount of undistributed earnings
into the current fiscal year pe¬
riod. After these payments unpaid
accumulations amounted to 3%.

T. G. MacGowan Calls For
New Calibre Of Marketing

Manager Of Marketing Research, The Firestone Tire &
Rubber Company, Emphasizes The Need For Developing
Markets To Maintain High Peacetime Production

The need for a calibre of marketing beyond anything which has
hitherto been seen in this country, as essential in achieving the high

f ' ' •.

IMmBrn'

T. G. MacGowan

It seems quite possible that in¬
terest distributions in the current
fiscal year may total 7% and clear
all accumulations, paving the way
for the use of future; earnings
above a total of 4% interest as a

sinking fund for retirement of
bonds. With the continuation of

earnings equal to 7% on the out¬
standing bonds about $161,000
would be available for sinking
fund.
The above prediction is based

upon a comparison of three
months earnings for the current
fiscal year with the corresponding
period last year as shown by the
following:

3 Mos. End. June 30

), i 1944 1943 >

Net before fixed int..$102,088.80 $80,960.97
3'ir fixed interest— 40,293.75 40,293.75

V Balance - *. $61,795.05 $40,667,22
1W income interest— 31,431.24 ■ 13,431.24

Bal. after 4% int.. $48,363.81 $27,235.98

The comparison of the earnings
statement for the above periods
also discloses another interesting
fact. After depreciation charges
the corporation shows a net profit
of about $13,000 as compared to a
loss of about $9,000 for 1943.
We believe that the large inter¬

est payment for the current year,
plus sizable sinking fund opera¬
tions in the coming fiscal years
make the bonds attractive at cur¬

rent levels.

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.
(Special to The Financial Chronicle) '"J '

BOSTON, MASS.—Haroldri3.}
Morgan has been added to the
staff of Bishop-Wells Company*
161 Devonshire Street. : .

(Special to The Financial Chronicle)

BOSTON, MASS.—Joseph T.
Boris is with Trusteed Funds, Inc.,
89 Broad Street.

(Special to The Financial Chronicle)

BOSTON, MASS — Walter L.
Hawkes has become affiliated with
.Frederick M. Swan & Co., 75 Fed¬
eral Street. Mr. Hawkes in the

past was with H. L. Bohlman
& Co.

(Special to The Financial Chronicle)

BOSTON, MASS.—Thomas P.
Brooks has become connected with
White, Weld & Co., Ill Devon¬
shire Street. Mr. Brooks was pre¬

viously with A. C. Allyn & Co.,
Hare's Ltd., Farr & Co., and F. S.
Moseley & Co.

with B. W. Pizzini & Co., and
Hayden, Stone & Co.

(Special to The Financial Chronicle)

HARTFORD, CONN.—Winthrop
E. Cunningham has become asso¬

ciated with Paine, Webber, Jack¬
son & Curtis, 43 Pearl Street.
Mr, Cunningham was formerly' ,\dend arrearage.

Sees Switch From
Industrial Into Bank
Stocks Advantageous
King & King, 40 Exchange

Place, New York City, have is¬
sued an interesting recommenda¬
tion for "Post War Plans" in
which they recommend the sale
of industrial stocks and tjie pur¬
chase of New York City ; Bank
Stocks. Copies of their release,
giving the reasons for their opin¬
ion may be had from King & King
upon -request.

> : Bright Possibili&s>3i
Giant Portland Cement is a

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 and also a cir¬
cular on Riverside Cement class A

level of con- , <$>-

sumption nec¬

essary to real-
i z e substan¬

tially full em¬
ployment, is
the theme of
a study of
post-war mar¬
keting prob¬
lems, issued
by the Bank¬
ers Trust Co.
Written by T.
G. MacGowan,
manager of
marketing re¬
search for the
Firestone Tire
& Rubber Co.,
the study em¬

phasises that
a prime need in industrial post¬
war planning is to develop mar¬
kets—in other words, to sell more
goods, and that the next most im¬
portant need is to do so at lower
distributive costs, so as to reduce
prices and widen markets still
further. Continuing, the study,
published in a 16-page booklet,
reads, in part, as follows:
"The post-war period may be

divided roughly into three phases:
(1) the reconversion phase; (2)
the boom phase, based in part on
catching up with pent-up demand,
and (3) ;the period in which we

attempt to shift from a catching-
up economy to a self-sustaining
economy. It is in this last stage
that American industry will stand
or fall largely on the success with
which it has developed its dis¬
tributive efficiency in the first
two periods. 1 ,i

"In planning post-war market¬
ing, it is essential to analyze the
changes in marketing conditions
which seem likely to prevail after
the war. These may be broken
down under two headings—people,
and trade conditions. All of us

know the growth of war industry
has affected the distribution of

people/and their buying power.
A study by the Bureau of the Cen¬
sus, based on ration books, shows
a marked trend of buying power

during the war toward medium-
large cities. It seems likely that
the boom areas will hold a fairly
large proportion of the increase.
The Pacific Coast will probably
retain a good proportion of its
new workers. Next to the Pa-*

cific i Coast, the; South Atlantic
States have fared best. The war

will have the effect of perma¬

nently hastening the industrializa¬
tion of States along the Southern
seaboard.

"There has been a great in¬
crease in family income. In 1935
and 1936, average gross income
per family was $1,502; in 1942 it
was $3,370, an increase of more
than 100%; by 1943 it was $4,071.
This increase has operated greatly
to the benefit of the lower income

groups. After the war there may
be a partial restoration of the old
pattern of income distribution, but
economic history points toward
continuation of the trend toward

higher income in the lower levels.
"The emphasis will be on what

may be called the semi-luxury
lines, with some expansion in the

Iuxury lines, as would be expectedn a period of rising living stand¬
ards. Vitamins and medical prep¬
arations will boom, as will cos¬

metics, toilet articles, home dec¬
orative items and wearing apparel
of the high-medium grades. The
servics of medical men and nurses

will be in great demand. Beau¬
ticians' services will be at a pre¬
mium. Recreational facilities ofwhich the firm believes is an out¬

standing cement stock with a div- 1 all kinds will prosper, including
hotels and the means of travel.

"In the types of goods and serv¬
ices which have been short in

supply, the factor of accumulated
demand will be added to the effect
of a rising economic level and a

rising living standard. These in¬
fluences will operate together in
the earlier-post-war period. The
combined effect of various eco¬

nomic influences will be a further
rise in prices, which are already
materially above pre-war levels.
In any case, if prices rise, wages
will tend to rise with them. The
fact will remain that, in general,
the post-war consumer will get
more goods for his money.

"What about the number of re¬
tail outlets?- Here the question of
dealer mortality is significant. All
in all, dealer mortality has been
fairly light. Influences were ra¬

tioning, shortage of goods, loss of
personnel and transfer of propri¬
etors to armed services and war

industries. The net drop was the
product of a declining rate of re¬
tail openings and increased rate
of closings. After the war the
average size of a retailer will rise
still further, for the basic eco¬
nomic reason that, under condi¬
tions favoring a sharp reduction
of distributive costs, retailing
houses will for reasons of economy
iean toward larger and more eco¬

nomically justifiable units. > ,

"Channels of distribution will

change somewhat after the war,
but it is important not to exag¬

gerate this tendency. Generally,
changes in lines handled by re¬
tailers will be moderate and not

revolutionary. Some manufac¬
turers, seeking to enter new fields
of manufacture, may attempt use
of new channels. Mortality among
such manufacturers will be heavy.
There will unquestionably be vig¬
orous competition for new retail
outlets after the war, as the num¬
ber of retailers rises and goods
come back on the market, and as
new productive factors appear.
"The reconversion period will

be no longer than the engineering
difficulties dictate. Transitional

unemployment will not be too
serious a factor, because of the
tremendous and unprecedented
accumulations of savings. The
government will take steps, prob-;
ably in a rather effective manner, >

to speed the sale of war plants,
and the termination of war con- *

tracts. The armed forces will;
probably be demobilized in some
sensible manner, with provision!
for dismissal compensation and aid
in finding employment and being
trained for it.

4 : 1 ' ,*
• "To convert to peace, business -

in general will be fairly well pre¬
pared with the needed financial h
sinews. This adds up to a rela¬
tively short reconversion period,
followed by a strong post-war x
market during the period in which -

accumulated demands are being;
met. «

"There is every reason to regard ,

the product as the starting point r

in any study of post-war market- f
ing for the individual manufac- J
turing company. There is great %

need for new products and better \
ones. There is also need to surveyV
old products from the standpoint ,

of production cost, price, packag¬
ing and buyer acceptance.
"Distribution study is hard. It -

is not the easy way to market
goods. It calls for skilled men;
and close attention from sales ?

management. But it is the sound ,

way—and the only way that will;■
work after the war. Planning for
post-war markets is not much dif¬
ferent than planning for markets -

before the war. It is the same—•

only more so."
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Small Investors Beware
Roger W. Babson Makes Some Recommendations

, ' BABSON PARK, MASS.—We hear a lot of ballyhoo today by
brokers, investment advisors and others about the great opportunities
in the stock market. These tell us about the big railroad profits, the!
new uses for plastics and alloys and the other new products "which,
are going to revolutionize our way of living." Electronic, television
and other stocks are being ballyhooed to an unreasonable degree. f <

Roger W. Babson

Looking Into
The Future

If Germany
cracks some

time between

Nov. 7, 1944
and March 7,
1945, it is. fair
to assume that
we will go on
a full peace
basis in 1946.'
After a short

period of re¬
adjust m e n t
(whichwill be
shorter as the
time required
-to whip Japan
is longer) we;
shoulcF enjoy
a few years of

good business. The b&nt-up de¬
mand for goods, the great surplus
of money and other considerations
may even lead to a sharp and
short boom. There certainly will
be great activity in the building
of small homes. i

Sooner or later, however, the.
entire world, including our coun¬

try, must pay for what has hap¬
pened since 1939. I should not be
surprised, any time around 1950
to see business go into a tailspin
with considerable unemployment.
Hence, it is much more important
for investors to base their pur¬
chases on fundamentals than on

the hopes of new inventions, new
processes and other possible boom-
lets.

Brokers Always Optimistic

. Investment dealers make their
money by selling or exchanging
securities. To get people to buy
with cash, or to sell securities now
held and reinvest in other securi¬

ties, requires bullish talk of some
kind. Strange to say, investment
advertisements headed "Avoid
Losses" pull very few inquiries;
while advertisements headed "In¬
crease Profits" get big returns.
Hence, both investment dealers
and brokers feel that they must
always be optimistic on something.
Just now they are ballyhooling
the rails, plastics, electronics, tele¬
vision, etc.
; , To a certain extent, the above
also applies to some professional
investment advisors. Too many

such talk much about the "oppor¬
tunities ahead" without giving suf¬
ficient consideration to the danger
signals. They do not remind
you of the $300,000,000,000 ■ of
Government debt for fear of the
FBI or FRB or some other Gov¬
ernmental bureau. They dare not
give out bearish talk on the rails,
'etc., because they—like the bro¬
kers—lose subscribers thereby.
Hence they also fall into the com¬
mon trap of talking of the pos¬
sibilities of big profits.
i

.People on the March
It is a great mistake to compare

conditions today with those of the
• days of World War I. Under the
conditions of 25 years ago the

t (Continued on page 1160)

Tomorrow's Markets
Walter Whyte
Says-—
Last week's break didn't
change long term market pic¬
ture. Individual stocks still

point up, though another in¬
termediate decline may occur
soon.

§By WALTER WHYTE
Last week's column was

hardly in print when the mar¬
ket took a nose dive. In two

succeeding days stocks not
only lost all their • previous
gains but in 'some cases re¬
placed them with losses. Yet,
despite the sharp drive, prac¬
tically all the issues recom¬
mended here held up. - True,
they also went off with the
averages but their decline was
slow and at the worst, a

grudging affair.
❖ % *

It is such markets that
make trading for the in-and-
out professional a field day.
Of course, timing must be
almost split-second in char¬
acter. But because of this it
is practically impossible for
the column to be letter per¬
fect. Frankly, had I seen last
Thursday's and Friday's re¬
action coming I would have
been tempted to advise read¬
ers to step aside and then use
the cash to re-enter again.
But by the time such advice
appeared it would h&ve
proved useless; stocks were
already down.

* * *

Of course the question of
bear or bull market is in¬
evitable every time a sharp
movement in either direction
occurs. This is no exception.
]Last i week the number of
people bearish on the market
was 'legion. As this is writ¬
ten their number has grown

considerably. The reasons for
this pessimism are as diverse
as the people uttering them.
But whatever the reasons,

last week's decline added to

them i immeasurably. ■ The

major reason, according to
most, is the war and the pos¬

sibility of an immediate end.
(Continued on page 1153)

Discussion of

"Interpretation of Narrowing Trend
of Rail Earnings Decline"

Cony o\i request

Mclaughlin, baird & reuss
Members New York Stock Exchange

ONE WALL STREET NEW YORK 5
TEL. HANOVER 2-1355 TELETYPE NY 1-1310

Inquiries Invited

Western Pacific Railroad Co.
.. .&\'i k .. ... New When, as and if Issued Securities ?■': » .

Income Convertible Mortgage 4V2S, 2014
5% Participating Preferred $100 Par ; -

Common, No Par

: • pflugfelder, bampt0n & rust
: ; ^ Member* New York Stock Exchange » • .

. ^61 Broadway New York 6 V
Telephone—DIgby 4-4933 I HelZ Teletype—NY 1-310

Railroad Securities
It is indicated that fairly complete agreement has been reached

between Baltimore & Ohio and representatives of some of the larger
bond holders on the long expected plan of readjustment. The com¬

plete provisions of the proposal may be made public officially when
directors hold their regular monthly, meeting next week. In essence
the plan 'is designed to meet the problem presented by very sub¬
stantial principal maturities be-<2>
tween now and 1951, and to ex¬

tend the voluntary agreement un¬
der which a portion of interest is
on a contingent basis. .

The present agreement expires
in 1946, and despite the substantial
progress the company has already
made in reducing its funded debt
it .is considered inadvisable that
the full burden of charges should
revert to a • fixed basis. This is
particularly true now that the
railroads as a whole face the un¬

certainty of traffic levels in the
reconversion period to follow the
war. Considering the preliminary
work that has gone into formulat¬
ing a plan, and the fact that the
maturities present a problem that
can not be solved by means other
than extension, it appears a fore¬
gone conclusion that the plan will
be consummated successfully. Pre¬
sumably it will be consummated
under the McLaughlin Act which
expires late next year.
It is unofficially reported that

the RFC loan, now amounting to
roundly $85,000,000, will be ex¬
tended to the full statutory limit/
'Jan. 15, 1955. Equipments will not
be touched nor will be $7,500,000
bank loan (maturing May 15,
1945) contracted in connection
with the August 1 maturity of
the 4% secured notes. There are
also two small mortgage maturi¬
ties (aggregating only about $200,-
000) in 1950 and 1959 which it
would hardly be worth while to
extend.

Except for these obligations it
is believed that all direct maturi¬
ties falling due prior to 1990 will
be extended. Present information
points to a 1970 maturity on the
first 4s and 5s, 1948, 1975 maturi¬
ties for the Southwestern Division
5s, 1950 and the Pittsburgh, Lake
Erie & West Virginia 4s, 1951, and
a 1980 maturity for the Toledo-
Cincinnati Division 4s, 1959. The
convertible 4V2S, 1960 (an unse¬
cured obligation) will probably be
extended beyond 2000, the most
remote maturity of the refunding
and general mortgage; 1 j

. In addition to the maturity ex¬
tensions it is believed that the
contingent interest agreement will
be extended, with some modifica¬
tions. The unassumed Buffalo,
Rochester & Pittsburgh 4V2S, 1957
are expected to revert to a full
fixed .interest - basis, ' compared
with the present agreement of 3%
fixed and * 1 Vz % contingent. The
Baltimore'& Ohio refunding and

general mortgage bonds, it is in¬
dicated, will have their fixed por¬
tion of interest doubled. .The 5s
would be 2% fixed and 3% con¬

tingent and the 6s would be 2.4%
and 3.6% contingent.; ,There will
also be a liberal sinking fund es¬

tablished, at least a large part of
which will presumably be ear¬
marked specifically for retirement
of the extended senior mortgage
bonds.

"

Once the problem of large
maturities bunched in nearby

years is out of the way it is gen¬
erally expected that the senior
mortgages will reflect more fully
marketwise their true investment
worth. On such a setup as out¬
lined above, with fixed charges
below $19,000,000, most rail stu¬
dents consider that the well situ¬
ated liens should rank at least as

high as the new first mortgage
bonds of roads emerging from
judicial reorganization ? or such
bonds as Northern Pacific prior

lien 4s and Southern Pacific first

refunding 4s,.. 1955., It is notable
that contemplated fixed charges
of under $19,000,000 would have
been covered in full in every year

of the depression decade.
On the basis of a voluntary re¬

adjustment plan most rail students
also consider the junior refunding
and general mortgagei bonds as

having particularly wide appre¬

ciation possibilities. The 5% series
have recently sold below 50 de¬
spite the fact that 2% fixed in¬
terest is anticipated, and this fixed
interest would have been covered

at the nadir of the road's depres¬

sion fortunes. The additional 3%
interest will be classified as "se-

tyircd contingent interest" ranking
ahead of "unsecured contingent

interest", including interest on the
substantial ,issue of 4V2S, 1960. The

Jotal of fixed interest and secured
jcontingent interest would amount
to only about $22,500,000. Such
charges would have been covered
in every year of the depression
except 1938 when $19,060,000 was

reported available for charges.
This is a better record than for

practically any of the new income
bonds of reorganization roads.

nor,

' We are now trading as brokers and dealers in the new "when
v;.v issued" securities of the new SEABOARD RAILWAY COMPANY.

SEABOARD 50 year 1st 4s
SEABOARD 70 year income 4V2S . " i

SEABOARD Non-Cumulative Pfd.
SEABOARD common

A stock exchange name is given and
required by us on all transactions.

•njp.uh

1. h. rothchild & co.
Members National Association
of Securities Dealers, Inc.

specialists in rails .

52 wall street n. y. c. 5
HAnover 2-9072 tele. NY 1-1293

?Western Union

Telegraph Company
Debenture 4s, 1981
(When as, and if issued)

Artlen Farms

Common & Preferred

Bought - Sold - Quoted

^Summary on Request

Ernst&Co.
MEMBERS •. .

New York Stock Exchange and other
leading Security and Commodity Exchs.

120 Broadway, New York 5, N. Y.

231 So. LaSalle St., Chicago 4, 111.

Baltimore & Ohio
Conv. 41/2», 1960

Pollak Manufacturing

148 State St., Boston 9, Mass.
Tel. CAP. 0425 : : Teletype BS 259

^ N. Y. Telephone HAnover 2-7914

McKee and McNamara

Join Doremns & Go.
William H. Long, Jr., President

of Doremus & Company, 120
Broadway; New York City, an¬
nounces that Robert R. McKee has
rejoined the financial advertising
department of that agency^ as an
account executive in the New
York office. Since leaving Dore¬
mus early in 1943, Mr. McKee had
been assistant to the Sales Man¬
ager of Blyth & Co., Inc. He was
formerly with E. H. Rollins &
Sons, Inc., Irving Trust Company
and Pease & Elliman, Inc.
Also associated with the agency

in the New York News Depart¬
ment is, Daniel F. McNamara. A^
graduate of Wharton School of Fi¬
nance and Commerce oi the Uni¬
versity of Pbn'risylvania, he has
been on the^^aff of the Wall
Street Journal for the past six

years, specializing in railroad
news. Prior to that, he was con¬

nected with the New York News

Bureau for 12 years as a financial
and industrial reporter.

Vicksburg,
Shreveport
& Pac. Ry.

Common & Preferred

Adams & Peck
* 63 Wall Street, New York 5
BOwling Green 9-8120 Tele. NY 1-724
Boston Philadelphia Hartford
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Northern States Power (Del.)
6% & 7% Prefcrreds

Bought — Sold —— Quoted

Rine,Webber, Jackson & Curtis
ESTABLISHED 1870

ADVERTISING
In All Its Branches

Plans Prepared—Conference Invited

Albert Frank «• Guenther Law
'

•''

Incorporated

131 CedarStreet NewYork 6, N.Y.
! Telephone COrtlandt 7'5060
Boston Chicago Philadelphia San Francisco

Public Utility Securities
1

Electric Power & Light \
Recent approval of the long-pending United Gas Corp. plan by

the Securities and Exchange Commission appears to pave the way
.'for a recapitalization plan for Electric Power & Light, the parent
company. A dissolution order was issued against EL over two years
ago and was upheld by the U. S. Circuit Court of Appeals in March
this year, but an appeal has been taken to the Supreme Court. On
July 12th, the SEC released a^—
memorandum which it had filed
with the Supreme Court indicat¬
ing that it did, not oppose the ap¬
peals made by American Power &
Light and Electric Power & Light
(whose cases have foll<&v£d$ par¬
allel course through Qpfurts).
There is no indication yet as to
how soon the Supreme Court will
hear the case.

Electric Power & Light in 1941
had filed an integration plan with
the SEC whereby it would retain
in its integrated system the prop¬
erties of Louisiana P. & L., Mis¬
sissippi P. & L., Arkansas P. & L.
New Orleans Public Service and
United Gas Corp. While the Com¬
mission has never held a hearing
on this plan, the company remains
hopeful that the SEC may consent
to consider it, perhaps in an
amended or modified form (even
if the Supreme Court decision is
adverse). v.'./ -U:
The Commission has, however,

indicated its preference for effect¬
ing reorganization of both the
Electric P. & L. and American
P. & L. through "A company
specially formed for this purpose,
with appropriate domicile and a
charter and by-laws free from the
complexities found in those of
American and Electric."
Meanwhile Electric Power &

Light has been actively at work
with a program of rehabilitating
its subsidiaries. The huge United
Gas refunding plan can now pro¬
ceed. Refundings have already
been effected for Utah Power &
Light, Dallas Railway & Terminal,
Louisiana Power & Light, New
Orleans Public Service, and Mis¬
sissippi Power & Light,- while
similar plans are in progress for
Arkansas Power*## Light and
Dallas Power &JLrght.
Consummationjaf the United

Gas Plan will pj.ean that that
company will h&Ve outstanding
$100,000,000 bonds and 10,653,302

*

shares of common stock, of which
EL will hold about 95%. The SEC
has filed an application for ap¬
proval and enforcement of the
plan with the U. S. District Court
in Wilmington, which is expected
to give a prompt decision. It is
hoped that, provided there are no

appeals to higher courts, all trans¬
actions involved in the plan may
be completed within a few weeks

■ after the decision.

Based on the latest published

(12 months ended March 31) gross
income of the company amounted
to $11,341,301. Assuming that the
new bonds carry a 3% coupon,

the parent company's fixed
charges will be reduced by some
$700,000, though most of this gain
may be absorbed by Federal taxes.
Assuming that only about 15% is
saved (outside of non-recurring
amounts) net income might be
about $7,750,000, of which Elec¬
tric Power & Light would have
an equity interest of about 95%
or $7,362,000. This compares with
present equity earnings equal to
the balance earned on the second

preferred stock (all owned by EL)
of about $2,160,000. Thus (with¬
out further tax adjustment) EL's
earnirigs would be increased from
$7.64 a share to around $14.44 a

share. ,77; ■

But the preferred stock does
not have a clear equity interest in
all these earnings.; In any recap¬
italization plan, it will be neces¬

sary to complete^ the retirement of
the ' bonds (about $29,200,000).
The company holds some cash,
but sale of the two Dallas com¬

panies may prove necessary (the
equity in Utah Power & Light

earnings is so small that sale of
that property wquld not be much
of a factqr). UNext it would be
necessary to take* care of the sec¬

ond preferred •vfith its substan¬

tial arrears. However, that issue
is very small—roughly one-tenth
the size of the first preferred—so
that the two senior stocks might
well be entitled to at least 80%

of a new common issue, it is esti¬
mated. On this basis, the earn¬

ings for the first preferred might
work out around $11.50 a .shAr&
less any amount lost iplue
of southern units, uv ij, -rid

While any appraisal such as the
above must necessarily remdlij
sketchy until further figures are

available and the attitude of the

SEC is clarified, it indicates the

substantial gains accruing to the
first preferred stock as a result

of the United Gas decision—which

have, however, been discounted in

substantial degree by the market
earnings figures of United Gas rise over the past two years.

Axton Fisher Tobacco Company
Class "B" and Warehouse Receipts

■ Midland Utilities prior pfd.
Robbins & Myers common & pfd.

Gilbert J. Postley & Co.
29 BROADWAY. NEW YORK 6, N. Y.

Direct Wire to Chicago

Quality Cutlery
l'v SINCE 1889 . , ■

Headquarters For

Sextoblade Razors and

Blades. Cutlery Repair¬
ing of Every Description.

WECK CUTLERY, Inc.
138 Fulton St. 45 Nassau St.

CO. 7-1176 RE. 2-9192

With many years in the in¬
vestment field and a good

background desires to con¬

nect with a New York Stock

Exchange or an old line un¬

listed firm. Controls some

listed and unlisted bond bus¬

iness. Box S 14, Commercial
& Financial Chronicle, 25

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

Loyd Heads Over-Counter Division Of Republican
Finance Committee For Metropolitan New York

Alfred E. Loyd, for over 25 years the executive head of Alfred E.
Loyd & Co., brokers-dealers in over-the-counter securities, has ac¬
cepted the Chairmanship of the Over-the-Counter Division of the
United Republican Finance Committee for Metropolitan New ,York.

The rest of the Committee in the Financial District consists of
Presidents of major banks, partners of strong and prominent Stock
Exchange houses, and outstanding^
leaders in industry, all of whom
are headed by Walter E. Hope,
Esq., partner in Malbank, Tweed
and Hope, prominent "Wall Street"
law firm, and Winthrop W. Al-
drich, Chairman of the Board of
the Chase National Bank of the

City of New York. «

Contributions to assist in fi¬

nancing the campaign of the Re¬
publican Party to elect Thomas E.

Dewey and John W. Bricker,
President and Vice-President of
the United States, from those
identified with over-the-counter
business can be made to Mr. Loyd
at • 42 Broadway, New - York 4
N. Y.; telephone DIgby 4-1651,
and all checks should be made

payable to the order of Mr. Al-

drich, Treasurer.

- Available On Request
Schenley Distillers Corporation

have prepared an attractive book¬
let "containing the "fir£t articles
in the series they have been run¬

ning in the "Financial Chronicle."
Copies of this booklet may be had
upon request by writing to Mark
Merit, in care of Schenley Distill¬
ers Corporation. 350 Fifth Ave.,
New York IV'N.-Y.

Interesting Situation
H. R. B^ker & Co., Russ Bldg,t

San Francisco, Calif., have avail¬
able an interesting • report on

Security First National' Bank of
Los Angeles. Copies of this report

may be had from the firm upon

request.

This is under no circumstances to be construed as an offering oj these Securities Jor sale, or as an offer to buy,
or as a solicitation oj an offer to buy, any of such Securities. The offer is made only by means of the

Prospectus. This is published on behaj oj only those oj the undersigned who are
registered dealers in securities in this State.
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'

Cr..;

350,000 Shares

The Empire District Electric
Company

Common Stock
$10 Par Value

Price $14% per share
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undersigned as are registered dealers in securities in this State:

The First Boston Corporation H. Walker & Co.
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Blyth & Co., Inc. Harriman Ripley & Co. ,-Ah Kidder, Peabody & Co.
Incorporated

Merrill Lynch, Pierce, Fenner & Beane
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F. S. Moseley & Co. White, Weld & Co.

Shields & Company The Wisconsin Company W. C. Langley & Co.

Bear, Stearns & Co. Estabrook & Co. Graham, Parsons & Co.

Hornblower & Weeks
. W. E. Hutton & Co.

McDonald & Company R. W. Pressprich & Co. L. F. Rothschild & Co.

Stifel, Nicolaus & Company r
Incorporated

Laurence M. jts & Co.Vr Riter & Co.

Equitable Securities Qofiporation . Merrill, Turben & Co.

Boettcher and Company A. E. Masten & Company Metropolitan St. Louis Company

Baker, Watts & Co. The Robinson-Humphrey Company J. J. B. Hilliard & Son
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Congressional Report
j On Post-War Planning
jHouse Committee, Under Chairmanship Of Rep. Colmer
j Issues Recommendations For Re-Estabiishment Of Peace-
jtime Economy. Stresses Role Of Private Enterprise,

The special Committee on Post-war Economic Policy and Plan-
ining of the House of Representatives, of which William M.- Colmer,

Wm. M. Colmer

(Dem. of Mis-
s i s s i p p i) is
\ Chairman, has
i issued its gen-

eral report for
meeting the
problems o f
return to a

- stable peace¬
-time economy.

:> Unlike the
: three previous
reports of the
co mml t tee,
which related

• to specific
; topics, such as
. the cancella-
. t i o n of war

contracts, the

disposal of
surplus Gov¬
ernment property and the demo-
bilization-reempioyment problem,
the present report is a general

• statement covering the whole
•problem "involved in re-establish¬
ing our economy on a successful
peacetime basis." The Committee
program calls for the formulation
'•of economic policies to encourage
•employment and production, in-
fciuclmg measures to facilitate re-
!employment and recommending
; comprehensive revision of the tax
structure. ''
i Tne Colmer Committee's report,
the most advanced study sub-
imitted to Congress, points out that
f the primary job of Government is
fto develop policies which will per-
imit and encourage private capital
and private industry to assume the
major load of maintaining an ade¬
quate national income without the
stimulus of large government ex-
tpenditures,
\ While liquid savings in the
r hands of consumers are at an un-

Iprecedented level, there is, never¬
theless, need for improvement of
4the present provisions for unem¬
ployment compensation, the Com¬
mittee believes. It recommends
that the States increase the level
and duration of benefits and that

> the Federal Government assure
I the State funds against the threat
|of depletion. It also recommends
?extension of the coverage of old
iage and survivors' benefits and ol
unemployment compensation to
{additional groups not now cov¬
ered.

One of the first jobs the Com-
imittee posed for the Federal Gov-
lernment was to adopt "a firm de¬
termination to hold Federal ex-

w penditures down to the minimum
consistent with the proper func¬
tioning of the Government".
I "The Committee", it announced,
'/"is strongly opposed to the theory
that government spending in itself
tan provide a satisfactory stimulus
■to production and employment."
Its report concluded, however,

{that the Government will face a
huge financial problem after the
/war, and one that must necessarily
affect the economic status of every
{individual and corporation.
I Federal expenditures in the
4postwar period will run to nearly
S20 billion annually, the Commit¬
tee reasoned, after reviewing the
probable charges for maintaining
a strong military department, pro¬
viding adequate care for veterans
and servicing a national .debt of
nearly $300 billion. The estimate
of $20 billion is almost "inescapa¬
ble", the Committee said.
1 The postwar budget will amount
to a charge (direct and indirect)
of over $550 on the average family
:of four, and State taxes will ap¬
proximate another $350, making a
total annual tax charge (if all ex¬
penses are to be met currently and
deficit financing is to be avoided)
"of $900 on each average family.

"The implications should be ob¬
vious," the Committee concluded.
"Unless we can attain higher
levels of productive capacity than
in any previous peacetime period,
the burden of necessary taxation
may prove intolerable."
V The Committee suggested nu¬
merous revisions of the tax struc¬

ture, intended to stimulate invest¬
ment and production. It observed
that it should be possible to "re¬
duce taxes in the aggregate sub¬
stantially below the extreme war¬
time levels", and said:'
"Consideration should be given

specifically to the relief of those
tax burdens which bear heaviest

upon the lower and middle income
groups, and which penalize the
enterprising businesses to which
we must look for a large share of
the funds for expansion of em¬

ployment opportunities.
"The Committee feels that a re¬

vised postwar Federal tax struc¬
ture would do much to release the
native energies of the American
people and provide equitable
treatment for all elements of the

population."
But, along with a revised tax

structure, the Committee recom¬
mended other programs to develop
an economic activity that wiil
maintain an adequate national in¬
come and employment.

Financial Problems of the Peace

Liquid savings available to in¬
dividuals are estimated at $111,-
000,000,000, and at present rate of
accumulation may reach $150,000,-
000,000 by the end of the war, or
nearly 3 times the pre-war level.
Release fof this spending power
presents a serious inflationary
problem. To meet this situation,
the Committee suggested gradual
and coordinated discontinuance of
controls after the end of the war,

and consumer credit restrictions
.o avoid wild purchasing.
"To maintain the delicate bal-r

mce between the forces of infla¬
tion and deflation may, on the
one hand, require a program of
restricting speculative uses of
credit; or the reverse treatment of
expanding the volume of both
public and private credit and
stabilizing the market for Gov¬
ernment securities/' the Commit¬
tee stated.

Foreign Trade and Shipping
"A substantial foreign trade is

an essential part of continued
prosperity," the Committee con¬
cluded. It suggested that removal
or reduction of various types of
:nternational trade restrictions
(protective tariffs), currency ma¬
nipulations and trade discrimina¬
tions is essential; that possible re¬
visions of the merchant marine
laws may be needed to maintain
commercial use of the vast fleet
which has been built during the
war.

Agriculture
"The farm," said the Committee,

"and its welfare will be closely
tied to what may be accomplished
in maintaining full employment
and a high level of income.
"Farm relief can be no satisfac¬

tory substitute for full employ¬
ment and foreign trade."
The Committee foresaw as the

chief farm problems those relating
to disposal of Government sur¬
pluses, removal of wartime con¬
trols, supporting prices, encourag¬
ing foreign trade, guiding migra¬
tion and settlement, adjusting pro¬
duction and stimulating use of ag¬
ricultural products.
It suggested removal of wartime

controls, encouragement of family-
sized farms owner-operated, as a

INVESTMENT

MEMBERS NEW YORK STOCK EXCHANGE AND
OTHER LEADING EXCHANGES

UNDERWRITERS AND DISTRIBUTORS OF «

INVESTMENT SECURITIES

BROKERS OF BONDS, STOCKS, COMMODITIES

Private Wires • Home Office Atlanta • Phone LD-1 59

k

means of stimulating production
and stabilizing the farm economy.

"Estimates," the Committee said,
"indicate that there will be oppor¬

tunities in agriculture for a great
many now in the armed forces
and war plants who have a farm
background to return to farms,
but a realistic. view, must recog¬
nize the error of expecting Amer¬
ican agriculture to support any
extensive back-to-the-land move¬

ment."

Public Works and Private
Construction

The deferred demand in the con¬

struction field "makes possible a

substantial expansion of employ¬
ment in this industry," the Com¬
mittee said. It suggested that the
Director of War Mobilization and
Reconversion (when the office is
set up by law) give early attention
to this industry as a primary fac¬
tor in developing employment and
peacetime jobs.
It recommended "hastening" of

plans for State and local public
works, assisted by Federal grants-
in-aid on a "matched" funas basis.
The George Committee of the Sen¬
ate has recommended loans in¬
stead of grants, but the House
Committee feels that direct grants
for planning will be a more effec¬
tive form of Federal assistance.
Because most State and local

governments are now in good fi¬
nancial shape, the Committee said
that no federally financed public
works program for them is needed
at this time, but these govern¬
mental units should have projects
"ready for initiation at the earliest
possible moment."
"In view of the critical impor¬

tance of stabilizing employment in
the long run, the Committee rec¬
ognizes that it is essential to pre¬
pare a reserve shelf of useful pub¬
lic works to be put in operation
in case serious unemployment
should develop as the postwar pe¬
riod progresses. To this end the
Committee advocates that the
grants-in-aid program for plans
and specifications ... should be ex¬
tended into a more permanent one,
looking toward later possible
emergencies . . . The Committee
recognizes that public works rep¬
resent a spending of the people's
money and that a commensurate
public service resulting from these
outlays is the least that can be
expected."
Members of the Committee

which submitted the report today
are: Chairman William M. Col¬
mer, Mississippi; Mere Cooper,
Tennessee; FrancisWalter, Penna.;
Orville Zimmerman, Missouri;
Jerry Voorhis, California: John R.
Murdock, Arizona; Walter A.
Lynch, New York; Thomas J.
O'Brien, Illinois; John E. Fogarty,
Rhode Island; Eugene Worley,
Texas; Hamilton Fish, New York;
Chas. L. Gifford, Mass.; B. Carroll
Reece, Tennessee; Richard J.
Welch, California; Chas. A. Wol-

Fall Term Annonaced

For NY Finaace Institute
The New York Institute of Fi¬

nance has announced the follow¬
ing classes for the fall term 1944,
to be given in general business,
investment analysis, and broker¬
age procedure:
Accounting Principles: instruc¬

tor, Jerome J. Kern, Brach, Goss-
wein & Lane.
Federal Income Tax Practice

(two terms): Charles Meyer,
C.P.A. and Attorney.
Corporate Normal and Excess

Profits Taxes (one term): Mr.
Meyer.
The Science of Selling Securi¬

ties Successfully: Frank M. Cryan,
Brady & Co.
\ Security Analysis I and II: Her¬
man J. Borneman, Department of
Stock List, New York Stock Ex¬
change, and Stephen M. Jaquith,
President of Investors Counsel,
Inc.

Investment Account Manage¬
ment: Mr. Jaquith.
Appraisal Method of Security

Analysis (two terms): Benjamin
Graham, President of Graham-
Newman Corp.
Analysis of Public Utility Oper¬

ating Companies: Charles O'Neil,
R. W. Pressprich & Co.
Public Utility Break-Up Values:

Harold H. Young, Bear, Stearns
& Co.

Marginal Rails: Herbert ; F.
Wyeth, Shields & Co.
Receivership Rails: Patrick B.

McGinnis, Pflugfelder, Bampton
& Rust.
Work of the Stock Exchange

and Brokerage Office Procedure:
John H. Schwieger, Department
of Member Firms, New York
Stock Exchange.
Work of the Cashier's Depart¬

ment: George E. Rieber, Assistant
Secretary, District No. 13, National
Association of Securities Dealers,
Inc.

- Work of the Margin Depart¬
ment; Paul C. Fitzgerald, Hirsch,
Lilienthal & Co.
Work of the Order Department:

Fred W. Hansen, Pershing & Co.
Work of the P. & S. Depart¬

ment: F. Warren Green, Hallgar-
ten & Co.

Brokerage Account: David
Krell, Thomson and McKinnon.
Advanced Margin Problems:

Paul C. Fitzgerald.
Transfer of Securities: Irwin A.

Brodsky, Leeal Advisor, J. & W.
Seligman & Co.
Advanced Stock Transfer Taxes:

Mr. Brodsky.
The registration period is from

September 11th to 23rd and should
be made with the Institute at 20
Broad Street, New York City
(Hanover 2-5830).

ADVERTISEMENT

NOTE—From time to time, in this space,
therewill appear an article which we hope
will be of interest to our fellow Americans.
This is number fifty of a series.
SCHENLEY DISTILLERS CORP., NEW YORK

verton, N. J.; Clifford Hone, Kan¬
sas; Jesse P. Wolcott, Michigan;
and Charles S. Dewey, Illinois.

Hotels inWartime

This recorder, who has spent
many years of his life in hotel
rooms from coast to coast, has con¬
siderable sympathy for hotel man¬
agement in these dislocated days.
We at Schenley, because we have
distilleries in a number of states
and sizable wine interests on the
Pacific Coast, in California, nor¬

mally do a lot of traveling. And
we, like other American industrials
whose businesses have "gone to
war," nevertheless now travel only
when it is absolutely necessary.

American hotels, theworld's finest,
have become, in effect, the quar¬
termaster corps of the army of
essential travellers.

One prominent hotelman made an
analysis of his business for the past
year. His records reveal that of the
many thousands ofmen and women
accommodated in the preceding
twelve months, seven out of ten
were in uniform or engaged in a

branch of vital war work. This

single record is quite general among
hotels. All over the nation, in spite
of drastic shortages of trained man¬

power, materials, and replace-
ments, hotels have a mighty fine
wartime record. • ^

Remember before the war how we

wrote or wired to a hotel for a

reservation?We'd ask for a high-up
room, or one with cross-ventilation
or southern exposure, and we'd
state the day of our arrival. Well,
that doesn't go now.

Today, if we find it necessary to
travel, the hotels need know the
hour of our arrival, not merely the
day. And, they would like to know,
too, the hour that we expect to
leave so that somebody who is
waiting patiently or otherwise, for
a room, can get ours. We can save

time, energy, and tempers, if in
making a hotel reservation, we are
thoroughly specific in stating as
much information as possible that
will assist the hotel manager in
taking care of an overload in these
critical times. And we mustn't for¬

get to cancel the reservation im¬
mediately if we change our plans.
An idle hotel room today is a luxury
thatAmericacannotafford.Prompt
cancellation may enable another
soldier, sailor, or marine, to enjoy
a good night's sleep.

MARK MERIT

of Schenley Distillers Corp.

FftE*—Send a -postcard or letter
to Schenley Distillers Corp., 350
Fifth Ave., N.Y.I, N. Y. and you
will receive a booklet containing
reprints of earlier articles on vari¬
ous subjects in this series.

Cotton Textile
Outlook Good
With the future of the cotton

textile industry appearing far
more favorable than at any time
since World War I, Berkshire Fine
Spinning Associates offers a par¬
ticularly attractive situation, ac¬
cording to a memorandum issued
by Scherck, Richter Company,
Landreth Building, St. Louis, Mo.
Copies of this memorandum dis¬
cussing the outlook for the indus¬
try may be had from ! Scherck,
Richter Company upon request.

Irwin Harris A Director
Irwin R. Harris, a partner in

Scherck, Richter Company, Land¬
reth Building, St. Louis, Mo., has
been elected to the Board of Di¬
rectors of the Kansas City Public
Service Company.
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Recent Analyses on Request

Merchants DistillingCorp.
Common Stock

Standard Silica Corp.
Common Stock ,

FAROLL & COMPANY
Member New York Stock Exchange

and other Principal Exchanges

208 So. La Salle St.
CHICAGO 4

Phone Andover «430 Tele. CG 156

We have an active interest in

Portland Electric Power
6s of 1950

Midland Utilities 6s of 1938

Arkansas Missouri Power Com,

Northrop Aircraft
Rohr Aircraft

Doyle, O'Connor & Co.
Incorporated

135 S. La Salle Street

CHICAGO 3
Dearborn 9600 CG 1200

ACTIVE TRADING MARKETS

National Terminals

Corp.

Common

Available to Dealers

Four page brochure

ADAMS & CO.
231 South La Salle Street

Chicago 4, Illinois
Teletype CG 361 Phone State 0101

We maintain an active trading inter¬
est in the following STOCKS and will
send circulars upon request-

American Barge Line Co.

Black Hills Power & Light Co,
Detroit Harvester Co.

Hearst Consol. Publications

Poor & Co. "A"

Geo. D. Roper Co.

Straus Securities Company
135 South La Salle St., Chicago 3, 111.

Tel. ANDover 5700 Tele. CG 650-651

PARKER

APPLIANCE ;

COMPANY
Common Stock

First Securities Co.
of Chicago

Member Chicago Stock Exchange
105 South La Salle St.

CHICAGO 3
Andorer 1520 CG 1399

NEW YORK
MARKETS

for the

MIDWEST

STRAUSS BROS.
Members New York Security Dealers Ass'n

Board of Trade Bldg., Chicago 4
• Telephone: Harrison 2075

Teletype CG 129
Direct Wire to New York Office

We are actively interested in

Allied Paper Mills Central Steel & Wire

Fairmont Creamery General Box

Hammond Instrument
, Kirsch Co.

Liberty Baking Detroit Steel Debentures
and many others

CASWELL & CO.
120 South La Salle Street, Chicago 3, 111.

Teletype XG 1122 Phone Central 5690

Chicago Brevities
A recommendation that the 'City of Chicago withdraw for the

present its price offer for the purchase of the Chicago Surface Lines
and the Chicago Rapid Transit Co. properties was made by Philip
Harrington, Commissioner of Subways and Superhighways, to Mayor
Edward J. Kelly, under date of Sept. 6.

In a report reviewing proceedings in the traction litigation, Mr.
Harrington contended that from^
all appearances another year or
two will be,required before the
Surface and' Elevated properties
will attain a .status whereby they
could be acquired by the city and
by that time existing favorable
money rates for financing the
purchase may no longer obtain.

Mr. Harrington also recom¬

mended that, with further pa¬
tience on the part of the city
administration no longer a vir¬
tue or justified, the City Coun¬
cil formally request the Fed¬
eral Court and the Illinois
Commerce Commission to di¬
rect the receivers of the Chicago
Surface Lines and the trustees
of the Chicago Rapid Transit
Company to undertake certain
specified interim improvements.
These for the Surface Lines
would entail an expenditure of
approximately 811,000,000 in
additional equipment, and for
the Elevated, $4,000,000.

At the same time, to assure a

definite and specific program of
transit improvements for the city,
Mr. Harrington urged the imme¬
diate establishment by ordinance
of a Transit Board and Transit

Department, so that should the
city fail to obtain prompt and
satisfactory acceptance by the
companies of its requests, it could
proceed on its own initiative to
undertake a two-year program of
transit improvements, buying and,
if need be, operating itself any
transit equipment necessary.
Funds for the purchase of an ini¬
tial supply of such equipment
would be allotted from the City
Traction Fund, under the pro¬
posed ordinance, and a provision
made for operation of any such
city-owend equipment indepen¬
dent of any of the existing opera¬

tions, if necessary.

Certain-teed Products Corp.
Common stockholders of Cer¬

tain-teed Products Corp., on Oct.
31 will be asked to approve an
increase in authorized common

stock from 1,000,000 to 2,000,000
shares to enable the company to
extend its 20-for-l common stock

exchange offer to holders of its
prior preference stock.

The increase in authorized
common stock would permit
the company to retire the total
41,486 prior preference shares
tendered for exchange under
the terms of the company's
offer, or 22,753 preference

Waterloo Cedar Falls

and Northern Railroad

Inc. 5% 1982

and Common

Sincere and Company
Members New York Stock Exchange

and Other Principal Exchanges
231 South La Salle Street

CHICAGO 4
State 2400 CG 252

shares over and above the 18,733
for which common shares are

available. Issuance of the 374,-
669 common shares required to
retire 18,733 preference shares
will bring total common out¬

standing to the authorized limit
of 1,000,000.
In addition to the retirement of

$1,873,300 par amount of prefer-
(Continued on page 1139)

Ureal Northern's

$100 Hon Bond
Issue Offered
Halsey, Stuart & Co., Inc., and

associates on Sept. 12 won the
award of Great Northern Rail¬

way's entire $100,000,000 issue of
new general mortgage bonds. The
issue is made up of $35,000,000
Series K 3X/8S, due 1960; $30,000,-
000 Series L 3%s, due 1970, and
$35,000,000 Series M 3V2S, due
1980, The offering is probably
the v largest amount of railroad
bonds ever to come up for sale
at competitive bidding. The win¬
ning group bid 100.88 for the
bonds maturing in 1960, 100.13 for
those maturing in 1970, and 100.76
for the 1980 maturity. On a "bas¬
ket" bid for bonds maturing both
in 1970 and 1980, the winners of¬
fered 100.18 and 100.81, respec¬
tively.
Halsey, Stuart & Co., Inc., and a

nation-wide syndicate of about
108 houses are offering the bonds
to the public at 101.52 for 3V8S
maturing in 1960, at 101.28 for
3%s maturing in 1970 and at
102.04 for 3V2S maturing in 1980.
Proceeds from the sale of these

bonds will be used by Great
Northern to retire $35,668,000 of
first and refunding mortgage
4V4% bonds due in 1961, at 105;
$25,138,950 general mortgage, Se¬
ries G, 4% convertible bonds, due
in 1946, at 101; $31,385,750 of
general mortgage Series H 4%
convertible bonds, due in 1946, at
101; $9,695,000 of Eastern Railwav
of Minnesota 4s, due in 1948, at
105; $5,000,000 collateral trust 4s-
maturing up to July 1, 1951, and
$13,000,000 of collateral trust 4<$T
bonds, due in 1952, both at 104. ■■

> The premium on the bonds, to¬
gether with the principal calls for
approximately $123,500,000, of
which about $23,500,000 will be
supplied from the company's
funds. -

Durez Plastics & •

Chemicals Inc.

Common

WilliamA.Fuller&Co.
Members of Chicago Stock Exchange

209 S. La SalleStreet • Chicago 4
Tel. Dearborn 9200 Tele. CG 146

Earnings of the
Oil Companies

Our Investment Research Department
has just prepared a brief analysis
of the petroleum industry which
discusses the present international
situation and gives current statistics
on leading companies.

Copy on request

THOMSON & McKINNON
Members

New York Stock Exchange
and all principal exchanges

, 231 South LaSalle Street

CHICAGO 4
New York Indianapolis Toronto

New Old

BRAZIL

Federal • Cities - States

Bought ~ Sold — Quoted

ZIPPIN & COMPANY
208 So. La Salle Street

CHICAGO 4

RANDOLPH 4696

Chicago Recommendations
Adams & Co., 231 South La

Salle Street, have an interesting
four-page brochure on the com¬

mon stock of National Terminals
Corp., which is available to deal¬
ers on request.

is an interesting comparative tab¬
ulation of Class I roads. Copies
of the Letter may be had upon re¬
quest from Carter H. Harrison &
Co.

Brailsford & Co., 208 South La
Salle Street, have prepared a com¬

prehensive analysis, up-to-date
earnings, and current comment on
Chicago North Shore and Mil¬
waukee Railroad. Copies of this
information may be had from thq
firm upon request.

Carter H. Harrison & Co., The
Rookery Building, in the current
issue of their Chicago Letter dis¬
cuss the improvement in operat¬
ing efficiency of Reorganization
Rails. Also contained in the letter!

John J. O'Brien & Co., 231
South La Salle Street, have an in¬
teresting analysis available*^prsr
American Superpower Preference.
Copies may be had frpm the firm
upon request, f

Thomson & McKinnon, 231
South La Salle Street, have pre¬
pared a brief analysis of the
Petroleum Industry which dis¬
cusses the present international
situation and gives current statis¬
tics on leading companies. Copies
are available upon request from
Thomson & McKinnon.

Regulation Of Securities Dealers
(Continued from page 1131)

The trial panel of both these organizations consists of
the defendant's competitors.. . ' V

Many more regulations of so-called self-regulating
bodies can be cited, which make it plain that in them the
opportunity for a fair trial, to speak mildly, is not nearly as
promising as before our courts.

By contrast, some self-regulating bodies, such as law¬
yers, have a much more deeply rooted sense of the right.
Disbarment, preventing a man from pursuing his livelihood
in his chosen profession, can only be effected thru the courts*
Bar associations gather the evidence and present it to the
proper tribunal.

All of which brings us to the dissolution of Avery & Co.
directed after trial by the New York Curb Exchange.

In a complaint before the New York Supreme Court, in
which Mr. Clarence F. Avery seeks redress, he charges:

"... prior to and during said trial or hearing, certain
members of the said Board (the Board of Governors of
the Curb Exchange) were prejudiced against the said:
firm of Avery & Co., and its individual partners . . ."
Trials before competitors, make such claims possible/

with the resulting bad odor that comes from airing them in
court.

Expressing no opinion on the controversy proper, we

nevertheless, feel it will be interesting to learn upon the^
trial, what customers, if any,| of Avery & Go. have since its
dissolution, become customers of Curb Exchange Board
Members who made up the trial panel, and how they got
here.

Was^Avery & Co. destroyed because of competition that
rankled and was too keen? » ' *'

1 Such possibilities are the product of self-regulation
which is not adequately responsive to its responsibilities,
either to the public or to the dealer or broker.

Analysis available

American Superpower
Preference

John J. O'Brien & Co.
members

New York Curb (Associate)

Chicago Stock Exchange

, Chicago Board of Trade

231 S. La Salle Street

CHICAGO 4

Old Ben Coal (Com.)

/ Franklin County Coal
Bayway Terminal

National Terminals Corp.

Chicago Aurora & Elgin

r •

COIYISTOCK & CO.
CHICAGO 4

231 So. La Salle St. Dearborn 1501
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CONTINUOUS INTEREST IN:

| Nat'l Bank of Tulsa

| Central Paper

j Koehring Co. V.T.C.
| Nekoosa-Edwards Paper Com.
| Compo Shoe Mchy. Com. & Pfd.
| Old Line Life Insurance
I
I

Northwestern National Ins.

Consol. Water Power & Paper
Central Elec. & Tel. Pfd.,/

International Detrola

Hamilton Mfg. Class A & Com.

Weyenberg Shoe

msm&m.
225 EAST MASON ST. MILWAUKEE (2), WIS.

PHONES—Daly 5392 Chicago: State 0933 Teletype MI 488

Wisconsin Brevities
Froedtert Grain & Malting Co., Milwaukee, reported net in¬

come of $790,064, equal to $1.85 a share, for the fiscal year ended
July 31, 1944, compared with $861,980, equal to $1.68 a share, for
the previous fiscal year. The 1944 figures are after a change in
bookkeeping methods from a "first in—first out" method of valuing
inventory to a "last in—first out." Had the method used in 1943
been applied to 1944 profits, they*5 —
would have totaled $1,103,000,
equal to $2.58 a share. The in¬
crease in actual 1944 per share
earnings is due to the retirement
of $2,800,000 of preferred stock
late in 1943 and the substitution
therefor of $2,000,000 15-year
3Vi% debentures. In anticipation
of sinking fund requirements the
company has already retired
$283,000 principal amount of de¬
bentures.
International Cellucotton Prod¬

ucts Co. has declared the regular
dividend of 37V2b a share and an
extra dividend of 25b a share.
Both dividends are payable Oct. 2

t^)/holders of record Sept. 20.
yKimberly-Clark Corporation de¬
clared a regular dividend of 37
a share and an extra of 12V20 a

share, both payable Oct. 1 to hold¬
ers of record Sept. 12.

Le Roi Company, Milwaukee,
will pay a 40b dividend Sept. 15
to stockholders of record Sept: 9,
bringing total disbursements for
the fiscal year ending Sept. 30,
1944, to $1.00. The same amount
was paid in 1943.
Twin Disc Clutch Co., Racine,

Wis., reported profits of $13.08 a
share for the fiscal year ended
June 30, 1944, in contrast to $13.15
for the preceding year. In 1944
the company set aside a reserve of
$635,000 for renegotiation.
Aluminum Goods Manufactur¬

ing Co., Manitowoc, Wis., will pay
a dividend of 20b a share on Oct.
2 to stock of record Sept. 15.

Ampco Metal, Inc., Milwaukee,
will pay a dividend of 10b a share
on Sept. 30 to stockholders of
record Sept. 11. . -

The]Securities Salesman's Coinei
By JOHN DUTTON

A Letter That Turned A Routine Inquiry* Into A Customer
When it comes to successfuly selling securities I the sam& basic

fundamentals of sound merchandising policy that govern all other
types of productive sales promotion are applicable and effective. It
is not only necessary to give lip-service to the premise that THE
CUSTOMER'S WELFARE ALWAYS IS GIVEN FIRST CONSID¬
ERATION but this philosophy should be the foundation upon which
every transaction with a customer is consummated. This policy will
build a business that will last and grow.

An example of how a letter can do a job of selling if it is sincere
and indicates that the welfare of the customer is given primary
consideration follows:

/ In reply to several postal cards which announced to the stock¬
holders of a certain company (which were regularly sent out as a
routine mailing that this stock was bought—sold and quoted) a dealer
received an inquiry for a market on a block of South American
bonds. The letter indicated that the holder of these bonds was
desirous of selling them and an opportunity TO MAKE A TRADE
SEEMED IMMINENT. But rather than press for the monetary ben¬
efits of making an immediate commission this firm took the oppor¬
tunity of ENLIGHTENING THE HOLDER OF THE BONDS WITH
THE FACT THAT IT MIGHT BE ADVISABLE NOT TO SELL
THEM AT THE MOMENT BUT RATHER TO HOLD FOR: A MORE
OPPORTUNE TIME. h'j
& Here is the letter: .

^ ; Dear Mr. ,

In reply to your letter of the 29th instant, we are pleased to
: inform you that we can pay you 41 flat for your $13,000.00

7's of 1947. This bid is for immediate acceptance,
otherwise subject to change due to market fluctuations.

1 For your further information we are enclosing an excerpt from
__——— & -— advisory service on foreign bonds,
dated —, which refers favorably to the bonds issued by

•. It is also our considered opinion that if you could
assume a certain degree of further risk and continue to hold
these bonds as a speculation, it might be well for you to keep
pending further price appreciation.
Incidentally, our business is mainly with individual investors

!and it is always our desire to render an investment servicewhich will be beneficial to them. We are . giving you ■ our
frank opinion with the intent in mind that your interest

|!i will be best'served if you hold these bonds for a while.
J Howeyer, if yqifc xyteh; [to sell now, we will be pleased to hear
|r from you.. ' ' , »

Also if therefafe!any oth^r investments about which you would
jj® like to write us for an opinion, please do so. Thanking you for

this opportunity of being of service to you, we remain,
■

j, Very truly yours,
This letter brought back a prompt thank you and an invitation

if V
/ AMERICAN VITRIFIED PRODUCTS CO.

LONG BELL LUMBER CO. ] ; ^ V
UNITED BRICK & TILE CO.

AMERICAN WINDOW GLASS CO.

NATIONAL FIREPROOFING CO.
v/. -V'-''' : • r"S . . •; •• *■ V v''-;
p . i- * ' ' ' Y

, * [ * *. ; V .

Kneeland & Co.
BOARD OP TRADE BUILDING

141 W. JACKSON BLVD., CHICAGO 4

Tel. WAB. 8686 and Western Union Telephone Tele. CG 640, 641 & 642
r

Chicago Brevities
(Continued from page 1138)%

-ft i

if
Mtdf keep the prospect advised about other offerings which the firm
vfould like to make from time to time. After a few months the
first sale was made. The writer of the letter is now a customer.
He might have been just a ONE TIME SELLER OF SOME FOREIGN
BONDS. It takes a little longer to sell a service but after you have
built confidence which is based upon doing a good job for your
customers the extra effort and patience that is required is well
rewarded.

. —v./. • \ '■. ••••/•

ence stock as a result of the ex¬

change, Certain-teed has so far
this year also reduced its deben¬
ture debt by $400,000 by anticipat¬
ing the 1945 sinking fund re¬

quirements.
Oliver Farm-Cleveland Tractor

Subject to the approval of
stockholders of both companies,
negotiations have been.completed
by Oliver Farrp Equipment Co.
for the acquisition of the Cleve¬
land Tractor Co. through an ex¬
change of stock on the basis of
one share of Oliver Farm Equip¬
ment for three shares of Cleve¬
land Tractor.

Outstanding capitalization of
Cleveland Tractor Co. consists

solely of 219,988 shares of no par
stock. As of Oct. 31, 1943, Oliver
Farm Equipment outstanding cap¬
italization consisted of 335,196
shares of no par common, exclud¬
ing 2,590 shares held in the com¬
pany's treasury, out of a total of
800,000 authorized shares, in ad¬
dition to $1,500,000 of notes pay¬
able maturing 1945 to 1948.

A special meeting of Oliver
Farm stockholders has been

called for Oct. 3 to ratify the
program, which also provides
for a change in company name
to the Oliver Corporation; the
issuance of new convertible pre¬

ferred stock and a two-for-one

split-up in common shares now
outstanding.

Commonwealth Edison Refunding

A nation-wide underwriting

group headed by Halsey, Stuart
& Co., Inc., is being formed to _

market Commonwealth Edison's
$155,000,000 refunding issue,
one of the largest in years. Too
large to have permitted com¬

petitive bidding, the new flota¬
tion is expected to be completed
with a public offering in Oc¬
tober. ^

Pullman Corp. >r:
The possibility that Pullman's,

sleeping car equipment and op¬
eration may be divided among re¬

gional pools formed by companies
similar to those which provide
tank and refrigerator car services
was being advanced in some quar¬
ters. However, the general con¬
sensus remained that Pullman's
sleeping car division would be
taken over by the carriers as a

single unit, owned jointly and or¬
ganized along the lines of the
Railway Express Agency.
Pullman, which elected to di¬

vest itself of its sleeping car unit,
under a Federal Court decree,
must submit a plan to the court
for separation of this unit from
its car manufacturing business by
Oct. 5. ..

DUREZ

Plastics & Chemicals

Bought — Sold — Quoted

KITCHEN & CO.
135 South La Salle Street

Chicago 3, III.
Tel. STAte 4950 Tele. CG 105

Burlington & Quincy Refunding
In line with its refinancing pro¬

gram initiated last April, Chicago*
Burlington and Quincy Railroad
has announced its plan, to refund
$40,000,000 of its first and refund¬
ing mortgage 5s of 1971, Series A.
The company intends -calling the
old issue on Feb. 1, 1945, at 107 lk
and accrued interest. Of the $44,-
000,000 required to retire the is¬
sue, $4,000,000 will be paid out
of the treasury and the balance
of $40,000,000 provided through
the new issue to be sold on com¬

petitive bids. -

f&

Loewi & Co. of Milwaukee and

Straus Securities Company of
Chicago are making public offer¬
ing of a new issue of 38,996
shares of $10 par preferential par¬
ticipating stock of the Hamilton
Manufacturing Company of Two
Rivers, Wis., priced at $13.50 per
share. Proceeds from the financ¬

ing will be used principally to re¬
tire $300,000 of the company's
5%; first, mortgage bonds and its
7% cumulative first preferred
stock. , / "'. i i •

The company, whose original
business was established in 1880,
manufactures a wide range of
products including wood and steel
furniture, printing plant and com¬

posing room equipment, wood
type, dental instrument^ and lab¬
oratory cabinets, drafting room

tables,/children's Turniture, do¬
mestic clothes dryers, kitchen cab¬
inets and filing cases. Four years
ago the company perfected a rev¬
olutionary domestic clothes dryer
for both gas and electric use of
which about 5,000 were manufac¬
tured before wartime restrictions

prevented further development.
The favorable results obtained by
those already in the hands of con¬
sumers indicate a broad post-war
market for this item.
/ Last year the company reported
gross sales of $8,171,085 and net
earnings of $202,217. Sales for
1944, as of June 17, were $3,336,-
846 and net was $153,180.
On completion of the present

financing, the company will have
outstanding $520,000 of ffrst mort¬
gage 5% bonds, due 1951; 100,000
shares of the preferential partici¬
pating stock, of which this offer¬
ing is a part; and 72,175 shares of
common stock. Before any divi¬
dends can be paid on the com¬

mon,- the preferential shares are
entitled to dividends of $1 per

share annually which are cumula¬
tive if and to the extent earned.

HICKS& PRICE
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'
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, Huff, Geyer & Hecht
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-WHitehall 3-078J HUBbard 0650 FRanklln 7535
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PROVIDENCE, Enterprise 7008

Bank and Insurance Stocks
This Week—insurance Stocks

By E. A. VAN DEUSEN

Two outstanding leaders among old-line fire insurance companies
are Continental Insurance Company of New York and Home Insur¬
ance Company of New York. Both companies were established in
1853 and thus each is now in its 91st year of continuous business oper¬
ation. Continental has paid dividends without interruption since 1853,
and Home since 1874. Total admitted assets.as of December 31, 1943
were $116,972,000 for Continental^
and $132,107,000 for Home.
It is of interest to compare these

two companies as to their respec¬
tive investment characteristics
and merits. The stocks of both

companies are popular and of
high investment caliber. Contin¬
ental is listed and traded on the

New York Stock Exchange, while
Home is unlisted and is traded

over-the-counter.

The following table shows their

respective consolidated earnings

per share and dividends per share
for the five year period 1939 to
1943.

A Growth Situation Among
the New York City Banks

COMMERCIAL NATIONAL

BANK & TRUST CO.

Laird, Bissell & Meeds
Members New York Stock Exchange

120 BROADWAY, NEW YORK 5, N. Y.
Telephone: BArclay 7-8500

Bell Teletype—NY 1-1248-49
(L. A. Glbbs, Manager Trading Department)

FIVE YEAR RECORD OF EARNINGS AND DIVIDENDS, PER SHARE

| CONTINENTAL INSURANCE CO.

Net Und. Netlnv. Fed.Inc. Total Net

Profits Income Taxes Oper. Profits Dividends
- '*• -

1939
'

- ; i.48 ,

$
- k 2.25 ( t

$

y 0.41, 3.32 * 2.00

1940— 1.68 ii 2.37 V £ 0.27' y 2.00
1941 ■ ' 1.45 ' '2.56 0.17 3.84 ? 2.20

1942 1.23 2.53 0.84 2.92 2,00
1943—— 2.63 2.53 1.40 3.76 2.00

5 Yr. Av.__ 1.69 2.45 0.62 3.52 2.04

HOME INSURANCE CO.

1939 1.09 1.55 0.49 V 2.15 1.60

1940 .
0.35 1.68 t ;■ 0.13 v';-v' -1.91 . 1.60

1941 0.63 1.81 0.01 2.43 1.60

1942 — 0.20 1.66 0.92 0.94 > 1.60

1943— i.87 y. 1.50 ¥ 1.13 2.24
...

1.60

5 Yr. Av.— " 0.83. ■
■ \ : 1.64 0.54

:

1.93 ' > 1.60

Reader Critical Of Suggested
Plan For Gold Standard Basis

Editor, "Commercial and Financial Chronicle":
The "Chronicle" has given much space to a (necessarily!) lame

attempt to set up a workable scheme for a "gold standard" in the
monetary field, in the recent article by James A. Howe. ("Some Lim¬
itations of Easy Money and Collateral Theories," issue of August 31,
page 882.) His long and repetitious defense of free enterprise which
is interspersed as if to justify the plan, can be pertinent only on the
unwarranted assumption that the^

;This record shows that Conti¬
nental has covered dividends in
each of the five years by net in¬
vestment income alone, whereas
Home's dividends exceeded net

investment income in two years,
viz: 1939 and 1943. During the
five year period dividend cover¬

age by net investment income av¬

eraged 1.20 times for Continental
compared with 1.03 times' for
Home. Total net operating prof¬
its, averaged for the period, (af¬
ter Federal Income taxes), cover¬
ed Continental's dividends 1.73

times and Home's 1.21 times.
These figures make it evident

that Continental retains a larger
proportion of earnings in the bus-,
iness than does Home, from which
it follows that Continental should
show, over a period of years, a

greater growth in stockholders'
equity. The truth of this latter
statement can be demonstrated

statistically. For example, from
Dec. 31, 1936 to Dec. 31, 1943,
Continental's cumulative retained
parent earnings amounted to
"$11.50 per share or> 25.2% on the
market value of the stock at the

beginning of the seven-year pe¬

riod, whereas the cumulative re¬

tained, parent earnings of Home
totaled $3.17 per share, or 7.7%
6n the market value at the close

of 1936. Another measure of re¬

lative equity growth is afforded
by the change in liquidating value
between two dates, as follows:—
Parent Liquidating Value Per Share

• 12-31-36 12-31-43

Continental Insurance. $44.19 $47.81
Home Insurance —__ 35.55 28.73

i It will be observed that Conti¬
nentals' liquidating value has in¬
creased by 8.2%, while Home's
has declined by 19.2%. This, ipeth-.
od of measuring change in equity^

however, is affected by the ups
and downs of the stock market,
since liquidating value, which
comprises capital, surplus and
40% of unearned premium re¬

serves, is stated at the current
market value of the stocks and
bonds held in the companies' in¬
vestment portfolios. For example;
the Dow Jones Industrial average
on Dec. 31, 1936 was 179.90,
whereas on Dec. 31, 1943 it was

135.89, or 24.5% lower. But de¬
spite this considerable drop in in¬
dustrial stock prices over the
period, Home's decline in liquida-
ating value was substantially less
than 24.5%, while Continental's
liquidating value actually in¬
creased.

The comparative equity growth
among stocks is a fundamental
factor which is reflected conclu¬

sively in long-term market action,
as. the following comparative mar¬
ket performance shows:

1932 Low ______

3-29-44

Continental Home

6'/2 6%
- 47 29 y2

Appreciation 644.2% 360.4%

1938 Low 22% 2iy4
3-29-44 47 29%

Appreciation 108.9% "43.5%

These percentage appreciations
are adjusted for stock dividends
as follows: Continental, 2.58% in
1936 and Home, 3.45% in 1937.
With regard to the post-war

outlook, it is probable that Home
will again expand its writings
quite substantially in the motor
vehicle field. - In 1939 and 1940
this class of risk represented "38%
of net premium writings, and 37%
in 1941, while in 1942 and 1943
it represented mily 10% and 6%,
respectively. However, as meas-
used by incurred loss ratios, this

plan is an effective program for
laissez faire and therefore a jus¬
tifiable recourse as against the
allegedly "managed" money un¬
der New Deal spending. In fact,
however, the Howe proposals
have all the earmarks of an auto¬
cratic system of controls, involv¬
ing all the uncertainties of dis¬
cretionary (and therefore neces¬

sarily political) monetary admin¬
istration by "the highest skill, ex¬
perience and judgment" which,
admittedly, "may at times be im¬
possible to carry out perfectly."
I'd like to suggest that what is

requisite to free enterprise in
competition is precisely a system
which will work itself—a system
of specific rules and not of dele¬
gated powers dependent on per¬
sonal decisions. What is needed
is the rule of law, not of men.
Mr. Howe's so-called "highest
skill" is certain to be unavailable
for the simple reason that the
problem is not one which can be
met by the personal abilities that
are sq Valuable in private enter¬
prise. Money simply is not and
cannot be made a private enter¬
prise. It is the rules of the game,
not their administration, which
are therefore at stake; for an um¬

pire has specific rules, not gen¬
eral principles, to follow out with
no room whatever for discre¬

tionary decisions.
As for gold, it ought to be clear

to intelligent consideration by
this time that it has never met

the problem of stably exchange
between different monies simply
because that problem is inher¬
ently unsolvable. Domestically, to
be sure, we do solve it—by elim¬
inating different monies! We sim¬
ply prohibit, in the Constitution,
the issuance of money by the sev¬
eral States and put the single,

business was less profitable than
fire underwritings in the pre-war

years. In 1941 the loss ratio was

61.8%, compared with a fire loss
ratio of 42.4%, and it averaged
57.2% for the pre-war years 1935-
1941, compared with 40.3 for fire.
In the case of Continental, it

too will undoubtedly expand its
writings in the motor vehicle field
after the war, though it has never
exploited this field to the same

extent as has Home. In 1939, 1940
and 1941 motor vehicle premiums
represented 13%, 15% and 20%,
respectively, of total net pre¬
miums written, and 7% in 1942
and 1943. The loss ratio for Con¬
tinental on this class of risk has
also been less favorable than it
has on fire.

, ,;

As regards general loss and ex¬

pense ratios, Continental shows a
better record over the past five
years than does Home. Conti¬
nental's average ratios are as fol¬
lows: loss ratio, 51.4%; expense

ratio, 39.9%; combined ratio,
91.3%. Home's averages are: loss
ratio, 54.3%; expense ratio, 42.5%;
combined ratio, 96.8%.
-With regard to the current po¬

sition, Continental is selling
around 47, which price gives a

yield of approximately 4.3% on
annual dividends of $2, and an

earning yield of 7.6%. It repre¬
sents 97.5% of parent liquidating
value-and 93.5% of consolidated

liquidating value as of Dec. 31,
1943.
Home is currently selling

around 29V2, which price gives a
yield of 4.1% on annual dividends
of $1.20 (reduced from $'1.60
through the omission of extras
this year), and an earning yield
of 6.6%. It represents 103% of
parent liquidating value and 101%
of consolidated liquidating value
as of Dec. 31, 1943. — •• - ;

central government in full con¬
trol of one kind of money which
flows, automatically, to points of
low prices — and stays there!
There is no "bilateral" or "multi¬
lateral" or any other return
movement of money to the point
where its initial expenditure had
the effect of boosting prices (in¬
creasing "demand"), and so no
"balance of payments" is in¬
volved. Prices automatically ad¬
just themselves to the same level

through the movement of money
in one direction. Were a return
movement required it could only
be the occasion for creating, not
for remedying, the "disequilib¬
rium" which the Bretton Woods

proposals are designed (?) to pre¬
vent in international trade.
The attempt to make their sev¬

eral issues circulate freely among
all the early American colonies
resulted simply, as the present
international proposals are sure to
do, in competitive, uncontrollable
inflation; and this was in essence

repeated after the Civil War when
the States, in effect, violated the
Constitution in chartering "wild
cat" banks whose note issues had
to be taxed out of existence to

check inflation. The modern sub¬
stitution of "credit" for such in¬

flationary bank notes evaded the
tax but not the problem of the
issuance of money by chartered
banks which, gold or no gold, the
"central bank" has failed to solve
because it fails to afford a single
source and therefore control of

money supply by a strictly non¬

competitive procedure..
As between countries it is thus

incompetent to suggest that bal¬
anced budgets represent a situa¬
tion in which price levels would
maintain a constant relation auto¬

matically. This could not be true
were our States issuing money
separately. As things are, wher¬
ever money is being spent ini¬
tially prices rise and attract goods
by a' permanent outflow ' of
money. (Generally speaking this
is the situation in our metropol¬
itan centers, where the "cost of
living" is relatively high.) On
what grounds can we postulate an

internationally free monetary ex¬

change which cannot possibly be
so operated? Such an idea in¬
volves the paradox of producing
a money sytem which operates as
if it were a barter system! Under
existing banking practice a nation
which is originating little money

(credit) cannot attract gold from
another nation so as to expand its
legal basis for credit, by means of
exports induced by low prices (or
by "devaluation"), without induc¬
ing a deflation against which the
other nation acts by its own "de¬
valuation." Dependence on gold
is thus quite illusory.
I repeat, there is no solution for

the problem of exchange rates be¬
tween different currencies. Mone¬

tary uniformity depends on not
bartering (goods for goods) — on
not having to accept payments "in
kind." It depends on a one way
flow of money to low priced
areas. Monetary stability, on the
other hand, (stable prices), de¬
pends on eliminating the perverse

system of bank "credit" and sub¬
stituting fiscal compensation by
tax deficits as against the spend¬
ing scheme of Keynes. This is
essentially the system offered by
Simons which such an article as

that of Mr! Howe simply ignores,
(as do also the Hansenites), in
offering gold as an allegedly ef¬
fective substitute for Keynesian
fiscal "management." Yet "For¬
tune," in printing a leading article
by Simons this month, fumbles t*»e
ball badly by confusing the prob-
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lem of monetary uniformity with
that of monetary stability when it
says (editorially): "After this war
... all nations, including our own,
will put domestic employment
and freedom to expand or con¬
tract their own internal econ¬

omies first on the agenda. If all
nations can act in unison in this
matter we may look forward to
relatively stable price levels and
hence exchange stability. If they
act separately we may see ex¬

change wars and currency manip¬
ulations that will make those of
the thirties look like preliminary
skirmishes."

So "Fortune's" criticism of Ben
Anderson is pointless when it
avers that "the money we in¬
vest?) is always secure if we

import" — a lot of things we don't
want! With different currencies
the actual problem has nothing
whatever to do, as alleged by
"Fortune's" editor, with "presum¬
ing a degree of moral turpitude on
the part of others and moral rec¬
titude on the part of the U. S.
that is quite unjustified." The
"turpitude" is inherent in the sys¬
tem and not at all in the action
of all nations in "devaluation" in
the struggle for "foreign trade"
which is really a struggle for
bank "credit" reserves in the
form of gold or some foreign cur¬

rency or government bonds as a

camouflage for devaluation. /
As von Mises says in his new

book ("Omnipotent Government")
"all political parties (in Germany's
inflation) . . . clung to the error
that it was not the increase of
bank credits . . . that was devalu¬

ing the currency." Also, "their
ignorance . . . pushed them to¬
ward price control and foreign
exchange restrictions. They could
never understand why those at¬
tempts were doomed to fail."

Similarly the chief apologists
for free competition are actually
forcing the drift into the Russian
system simply because they too
cannot see that treatment that re¬
quires i the ."highest skill, experir
ence,t andrjhdgment" in more NeW
Dealing, isodqomed to fail for lack
of the boyncgf of, prevention, that
is, control of the supply of money
(credit). These blind leaders of
the blind are driving society to
seek a false security in planning
moves which will throw out with
the post-war bath water, not the
dirt' of private extension of the
money supply, but the baby of
free competition and human lib¬
erty. .

ALDEN A. POTTER,
; ;* Bethesda, Md., Sept.-8, 1944.
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Will Foreign Lending Return?
South of the Rio
co-operation assumed particularly
pronounced shape in the period
1914-29, a decade and a half
marked by greater business activ¬
ity and material prosperity than
.the nation had even experienced
.since tne founding of the Repub¬
lic. Loans and credits extended
to foreign countries, political sub-
Mivisions and corporations aggre¬
gated for the period in question
$17,612,000,000 (an appreciable
portion of which was used for re¬
funding purposes). On the. other
hand, American foreign trade, ex¬
ports as well as imports, amounted

■ Muring the same period to $133,-
1290,000,000.
) Despite views expressed in some
;quarters to the contrary, the im¬
portance of foreign trade to the
rwelfare of the nation is indis¬
putable. Foreign trade, more than
•any other factor or combination
iof factors, accurately reflects the
.true state of affairs in the country:
.expansion invariably synchronizes
iwith prosperous times, while con¬
traction is synonoymous with de¬
pression. Although it is perhaps
true tnat statistically American
trade represents only about 10%
?of the nation's entire economic
•.activity, it should be borne t in
mind that it is this 10% which
.constitutes the country's margin
;of profit and that the permanent
loss of this profit is bound to im¬
pair irreparably the structure of
rthe nation.

Mere-it not for the loans and in¬
vestments made during the period
referred to above, the aggregate
of foreign trade registered would
undoubtedly have been substan¬
tially smaller, and since profits
accruing to both exporters and
importers may be assumed to have
'been quite considerable, especial¬
ly during the war years and dur¬
ing most of the Twenties, an aver¬
age profit of 10% of the total vol¬
ume of foreign commerce cannot
be regarded as excessive. In other
words, the total value of Americar
foreign trade during the years
"1915-1929, amounting to $133,290,-
000,000, may be said to have yield¬
ed to the American people as a
whole a profit of about $13 Vb
billion—an amount sufficient tc
write off entirely the principal
of the so-called political debts
owing to the United States Gov¬
ernment, and leave a substantial
balance as a reserve against losses
incident upon the shrinkage in
value of America's commercial
stake in foreign countries (see
accompanying table).

FOREIGN TRADE AND FOREIGN
INVESTMENTS

(In millions of dollars)
Total Foreign In-

(Continued from first page). t; .1, v 1-
Grande. This ties markets in the fall of 1929,

engaged in an investigation of se¬
curities flotations in the United
States during the Twenties, • con¬

fining most of their efforts to for-,
eign issues, the origination and
distribution of may have been
characterized by certain irregular¬
ities and some degree of abuse.
Even though such irregularly un¬
derwritten loans aggregated only
an infinitesimal percentage of the
total of foreign loans which ran
into the billions, the minutest de¬
tails about these "irregular" loans
were released to the public.
Since little or nothing was said
about the major portion of foreign
issues with respect to which there
could not be raised the slightest
criticism, the public was led to
believe—and to a large extent
still believes— that irregularity
and abuse applying at the most to
only about 1% of the total, holds
true with respect to all foreign
obligations and credits which have
been arranged in the American
market. That this unforgivable
accusation is still being made is
evident from the fact that only
the other day (August 25) a rep¬
resentative of the United States
Treasury, in an address before the
Export Managers Club of New
York, reminded his audience that
in regard to foreign investments
in the Nineteen Twenties "in too

many instances . . . they started
with fraud and ended with de¬

fault". Such charges, although
absolutely baseless, continue to be
made, and since they have not
been seriously challanged by
prominent •'.quarters,- they 7 are
bound to be repeated and accepted
as fact.

, . >'■ 1
. The frequency with which de¬
faults on foreign loans occurred in
the early Thirties was not entire¬
ly the result of unwise or pro¬
miscuous lending ; by American
bankers or investors, but was to
a very considerable degree due to
the failure on the part of the Gov¬
ernment to appreciate its respon¬
sibilities and duties as a creditor
nation and adopt such trade and
commercial policies with respect
to neighboring countries as would
not deprive them of the means of
repaying contractual commit¬
ments; 1
That foreign trade is essential

to the American economy is ob¬
vious. That foreign credits are
the prerequisite to foreign trade
is equally apparent. The conse¬
quences of a policy involving the
refusal of financial accommoda¬
tions are admirably presented in a

study published in August 1932 by
the League of Nations, from which
the following is an excerpt:

"When the great i v creditor
countries reduce their<export of
capital the very factvof reduc¬
tion creates a situation in which
all their debtors must meet
their obligations either in goods
or in gold, instead of by fresh
borrowing. A strain is imme¬
diately placed upon the credit
systems of the debtor countries.

A deflation of prices is imposed
upon them, the terms of trade
become less advantageous, im-

- ports are restricted by lower
purchasing power, and exports
are stimulated. If the financial
situation becomes acute these
economic reactions may be sup-

plemeted by government inter¬
vention—for example, by re¬
strictions on imports or by do¬
mestic retrenchment. The net
effect of the curtailment of cap¬
ital imports is therefore a strong
pressure to provide an active
export -■.■balance in commodity
trade. The strain on the credit
structure is such that gold tends
to be exported also, and if the
pressure continues there may be
an actual export of capital by
sales "of securities and similar
means . . . National and individ¬
ual bankruptcies and repudi¬
ations of debt on a vaster scale
than the world has ever seen ar£
imminent unless international
trade can once more be restored
to something approaching its

• former freedom."

i;If we are in earnest about main¬
taining our economy at a high
level after the holocaust, and
about providing employment to
all who are able and- willing to
work, we must provide an outlet
for the products of' bur factories
and our farms and mines. The
demands for these products by ft-
war-torn world will be enormous.

For; a number of years, at least,

Europe, an important competitor
prior to the war, will be 4n no
position to supply even a fraction

Offerings Wanted

BRAZIL

Internal

Securities

including

■, SAO PAULO

(State)

71 7% 1921—1946

Deposit Certificates of the

Guaranty Trust Company

of New York

V-7vV7'-: --7 . * 1 7 \

:>■ ;77-7 / /■ -7 77 - 77-

Arnhold and S. Bleichroeder
INC.

30 Broad St.

WHitehall 3-9200

New York

Teletype NY 1-515

of the demand. Moreover, the

manufacturing and productive ca¬

pacity of the Old World will have
to be restored with American aid.
Some of the means required for

(Continued on page 1142)

Im-

Year ports
1915 $1,779
1916 2,392
1917

1918
1919

1920

.1921
1922
3923

1924

1925

1926

1927
1928

1929

2,952
3.031

3,904
5,278
2,509
3,113
3,792
3,610
4,227
4,431
4,184
4,091
4,399

Exports
$3,555
5,483
6,234
6,149
7,920

'

8.228
4,485
3,332
4,167
4,591
4,901
4,809
4,865
5,128
5,241

Trade

$5,334
7,875
9,186
9,180
11,824
13,506
6,994
6,945
7,959
8,201
9,137
9,240
9,049
9,220
9,640

vestments
$1,276
1,389
652 J
521
620

576
626 -

870
400'

1,195
2,206
1,747
2,072
2.096
1,466

It is extremely regrettable that
.the relation between foreign in¬
vestments and national prosper¬
ity has never been adequately
stressed. Had the American people
been fully informed as to the pre¬
cise nature of foreign investments
and their true effect upon the
economy of the country, the for¬
eign loan would never have: fallen
into utter disrepute and the hold¬
er of a foreign loan' would '.never;
have become therjMbjedt of'©xrs
treme oitv. ' It i^Uftifortunate in
the extreme thafother:only '-or¬
ganized" information- which has
reached the rank and file of the
American investing public in re¬
gard to foreign investments was
based upon the "findings" of a
Senate Sub-Committee on Bank¬
ing and Currency which in the
early Thirties,- follpwingjhe col¬
lapse of securities and commodi-

-1 • 7.

This is not a Circular. The offer of these Bonds is made only by means of the Circular>
which should he readprior to [any purchase of. these Bonds.

$100,000,000

Railway Companv
J 71 111,7 v..X 'if •

1135,000,000 General Mortgage VA% Bonds, Series K Due January 1,1960
30,000,000 General Mortgage 3Vt% Bonds, Series L Due January 1,1970
35,000,000 General Mortgage 3lA% Bonds, Series M Due January 1, 1980

Dated July 1,1944
' \ i

Interest payable January 1 and July 1 in New York City

The issue and sate of these Bonds are subject to authorization by the Interstate Commerce Commission
'

These Bondswill, in the opinion of Counsel, be legal investmentsfor Savings Banks in
New York, Massachusetts and certain other States

„ 7.r ? * ^ ' 1 r ■ /m s , 7 1 ' *7 ^ • ' -t f t A r

PRICES
(Accrued interest to be added)

3%% Bonds, Series K, 101.52% 7 3%% Bonds, Series L, 101.28%
:td'J,I, rt . 1, ! SO i j; I
J'lt;ijM 1 V:-'

2di>{ns '.d fj'yn ■

fi yj- i -

3V2% Bonds, Series M, 102.04%

•'lUV.Kf'S

■">/

:.M7

\h-y

:'P ■■ v';-. , 7--: ■ 7 7:7;7 7, ■ 77; ■■ ■' 7" ■ 7 77 ' ,7-. '•>'7; 777' 7'V'.'^77'>7' >
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Copies of such Circular are obtainablefrom only such of the undersigned as may legally offer
these securities in compliance with the securities laws of the respective States;

HALSEY, STUART & CO. INC.

LAZARD FRERES & CO. LADENBURG, THALMANN & CO.

OTIS &, CO.
(INCORPORATED)

BEAR, STEARNS & CO. WERTHEIM & CO. BLAIR & CO., INC.

HALLGARTEN & CO. E. H. ROLLINS &, SONS % SCHOELLKOPF, HUTTON &, POMEROY, INC.
INCORPORATED

A. C. ALLYN AND COMPANY
. : 7.7;, INCORPORATED . 7;

W. C. LANGLEY &, CO. PAINE, WEBBER, JACKSON & CURTIS

E. M. NEWTON & COMPANY BURR &COMPANY, INC. IRA HAUPT& CO. ; HAYDEN, STONE CO.

H. M. BYLLESBY AND COMPANY
INCORPORATED

GRAHAM, PARSONS &, CO. KEAN, TAYLOR L CO.

These Bonds are offered subject to prior sale, when, as and if issued by the Company and accepted by the Purchasers, subject to authorization by the Interstate
Commerce Commission of their issuance and sale, and also subject to the approval of counsel for the Purchasers. It is expected that Bonds of all Series in temporary

form will be ready for delivery at the office of Halsey, Stuart & Co. Inc., 35 Wall Street, New York 5, N. Y, on or about September 29, 1944.

September 14, 1944.
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Railroad (Bond)
„ Shares

A Class of

Group
Securities,

Inc.

m^-->

Prospectus
on

Request

Lord, Abbett & Co.
• INCORPORATED t

NEW YORK > CHICAGO • JERSEY CITY * I-OS ANGELES

:;;|||Mutual Funds
Bull Market Over?

.Vane Sanders & Co. have a good answer in the current timely
issue of Brevits to the fears which the recent unexpected decline
in the market seems to have aroused in the minds of many investors.
Brevits contains a chart showing the percentage advance in the Dow-
Jones Industrial Average for each bull market since the turn of
the century.
; "The present rise in stock »
, prices from the low point in
April 1942 amounts to little

■

more than 55%, compared with
an increase of 338.6% and
371.6%, respectively, for the
past two bull market periods
and is substantially less than

* the smallest advance for a bull
* market period during the last
, 44 years." '

Railroad Bonds

Distributors Group in the cur¬

rent issue of Railroad News asks,
"How Much Stronger Are the
Railroads?" and then proceeds to
give the following convincing an¬
swer:

"The railroads (16 major sys¬
tems) whose bonds comprise the
investments of Railroad (Bond)
Shares have, in the aggregate,
from the end of 1937 to the latest
available data for 1944

'"REDUCED FUNDED DEBT

by $472,403,000 or 12.2%
"REDUCED FIXED CHARGES
* by $40,918,000 or 19.6% V

"INCREASED < FIXED CHARGE
COVERAGE

"before taxes from 1.23 times to
4.97 times or 304%

after taxes from 1.10 times to 2.45
r ,: times or 123%

"INCREASED CASH POSITION
v

by $834,806,000 or 710%
% : ; "INCREASED WORKING ' ^
f -v" CAPITAL s

j: by $381,817,000 or 605%."
Optical Illusion
National Securities & Research

Corp. takes the prize this week for

COMMONWEALTH
INVESTMENT

COMPANY

Mutual Investment Fund

★

Prospectus on Request
★ .

GENERAL DISTRIBUTORS

NORTH AMERICAN SECURITIES CO.
2300 Run Building • San Francisco 4

/

r, ■*1 - c.

•

lill
v Prospectus may be obtained
, from authorized dealers, or

i The PARKER CORPORATION
' ONE COURT ST., BOSTON -

Management Associates, Boston, Mass

DISTRIBUTORS

GROUP, Incorporated
63 WALL ST. • NEW YORK 5. N. Y.

Will Foreign Lending Return?
(Continued from page 1141)

the rehabilitation of the world
will in all probability be supplied
out of the huge balances which
foreign countries now hold in the
United States. The bulk, how¬
ever, will have to be furnished
either through governmental or

private agencies. In view of the
extreme danger which attaches to
loans granted by or through gov¬
ernmental instrumentalities, es¬

pecially in peace times, the restor¬
ation of private lending is almost
the sine qua non to the mainten¬
ance of business activity and the
return of normality in the realm
of economics upon the cessation
of hostilities. Any agency con¬
trolled directly or indirectly by
the Government, which will en¬

gage in the granting of loans and
credits to foreign governments or

political subdivisions, will, of nec¬
essity, be unable or will at best
find it very difficult to discrimin¬
ate on the basis of merit or need,
as far as the borrowing govern¬
ment may be concerned. Private
agencies, on the otner hand, may
refuse credits unless they are em¬

ployed for strictly constructive
and revenue-producing projects.
While a certain amount of govern¬
mental control may be desirable,
it should be reduced to a mini¬
mum if it is to accomplish the
maximum amount of good.
In this connection, one might to

advantage quote from a statement
by Sir Harry Railing, Chairman
of the Board of the British Gen¬
eral Electric Company, Ltd., at

a tricky little gadget to emphasize
the need of professional manage¬
ment in the selection of securities.
Two curved blotters, either one of
which looks larger than the other,
depending on the way they are

held, stress the points:
1. "Selecting securities can be

equally deceiving."
2. "Securities likewise have to

be measured."

In the current issue of this

sponsor's Investment Timing is a

scholarly article on the effect of
Germany's defeat on the National
debt. The conclusion is reached
that the increase in the Federal
debt this year will be approxi¬
mately $37 biljion instead of the
$50 billion indicated in the recent
Government budget. "This would
mean a national debt of approxi¬
mately $238 billions next June and
an ultimate debt of perhaps $250
billions—which, huge as- it is,
nevertheless is considerably un¬
der the $300 billion figure often¬
times predicted."

National Securities & Research

Corp. accompanies its current let¬
ters (fifth in a series) on National
Stock Series and Industrial Stocks
Series with a memorandum an¬

nouncing that August sales volume
for the funds under this com¬

pany's sponsorship was 40% above
the total for the best > previous
month in the company's history. >

"Geared to the Times"
> Lord, Abbett devotes the cur¬

rent issue of Abstracts to a discus¬
sion of the advantages of Affili¬
ated Fund. With capital gains
worth more than ordinary income

NATIONAL
Securities Series

X) ,
Prospectuses upon request

National Securities &
Research Corporation

120 BROADWAY, NEW YORK, (5)
LOS ANGELES, 634 S. Spring St., (14)
BOSTON, 10 Post Office Square (9)
CHICAGO. 208 So. La Salle St. (4)

under present tax schedules, Af¬
filiated Fund, with its large ele¬
ment of "leverage" is, in the words
of the sponsor, "geared to the
times." "

12 Years Old

Dividend Shares was organized
in 1932. Calvin Bullock points out
in the current issue of the Bul¬
letin that for 12 eventful years
this fund has grown until today
some 40,000 investors hold more
than $47,000,000 of assets through
the medium of Dividend Shares. '

Mutual Fund Literature

Keystone Corp.—Current Data
folder on the 10 Keystone Cus¬
todian Funds. . . . Vance, Sanders
& Co.—Revised Prospectus on
Massachusetts Investors Second
Fund. . . . Lord, Abbett—Com¬
posite Summary for September on
all Lord, Abbett funds. A revised

portfolio folder on Union Bond
Fund "B." . . . National Securities
& Research Corp.~~Revised;Cur*
rent Information folder on all
National sponsored funds. A mem-
randum showing portfolio changes
during August. . . . Broad Street
Sales Corp.—A new folder on

National Investors Corp.~^"The
Growth Stock Company."' . ; .

Calvin Bullock—A revised Pros¬

pectus on Dividend Shares.

Dividends

Group Securities, Inc.—-The fol¬
lowing dividends, payable Sep¬
tember 30, 1944, to stockholders of
record Sept. 18:

Class— -—For Third Quarter——
Regular Extra Total

Agricultural .06 .01
Automobile .04 .06
Aviatioh __ .06 .06

Building • .05 .05
.04 - .03
.09 's&z; __

.05 .10

.03 .05

.12 .13

.07 "

.12

Chemical

Electrical Equip.__
Food

Fully Admin.
General Bond ___

Industrial Mach._

Institut. Bond

Investing Co.
Low Priced

Merchandising ^
.05

.06

Mining .03
Petroleum .04'
Railroad (BondI_ .05
Railroad Equip.__ .04
Railroad Stock— .02
Steel .05
Tobacco .04

.01

.20 S

.15*

.10

.05

.10

.10

.04

•o; >

.01

.05

.07

.10

.12

.10

.07

.09

.15

.08

.25

.07

.13

.20

.20

.16

.08

.14

.15

.08

.02

.06

.05

.09Utilities .04

> Scudder, Stevens & Clark Fund,
Inc.—A dividend of 75C a share
payable Sept., 20, 1944, to stock¬
holders of record Sept. 8. '

; Eaton & Howard Balanced Fund
—A dividend of 200 a share pay¬
able Sept. 25, 1944, to shareholders
of record Sept. 18.

the annual meeting of the cor¬
porations on July 27. Said Sir
Harry:

"That a measure of State di¬
rection on policy at the highest
level may for some time be nec¬

essary to safeguard the com¬
munity's interests can hardly be
denied. That the State should
not be the operating mechanism
. . . equally cannot be denied by
anyone who has had any experi¬
ence in the administration of

large or small undertakings, or
of Government enterprises . . .

The post-war world will de¬
mand more than ever . . . im¬

agination, initiative, pioneer
spirit, the courage to run risks
and to make quick decisions . . .

All these qualities are, accord¬
ing to the laws of nature, much
more likely to be obtained from
individuals, from specialists . . .

than .from the State.
"Life is much too complex to

be cast in one mould. The in¬

dividual, or the unit, must give
way wherever its interests
clash with clearly established
overriding national consider¬
ations, but within these limits
the greatest possible freedom
must be given not only to
thought, but also to the action
of individuals and of functional
bodies within the State, if we
want to remain in the forefront
of human development and
achieve the greatest passible
progress for the community at
large."
If we should disregard or choose

to remain aloof from the rest of
the world after the war is won,
and adopt a policy of economic
and financial isolation, refusing to
aid in the reconstruction and re¬

habilitation of our neighbors, we
shall not escape suffering and
hardship ourselves. A prominent
economist has recently pointed
out that—

"There is no country that can
'

prosper in a depressed and dis¬
orderly world. The task of
maintaining a high national in¬
come and providing jobs for all

; will be immeasurely more dif-:
ficult if we cannot make a new

start after the war. For we

must realise that unless we are

all agreed to restore some meas-
. ure „of order and stability, the
decade of the Nineteen Forties
will see resumption and intensi¬
fication of the economic aggres¬
sion and anarchy of the Nine¬
teen Thirties."

The American banker and

through him the American invest-,
ing public, institutions as well as
individuals, will be called upon to
assist in restoring such "order and
stability.'' In the Old World, the
rehabilitation of Western Europe,
notably Franoei: Belgium, Holland
(and her colonies), and the Scan¬
dinavian kingdoms,, especially
Denmark and Norway, will re¬

quire large sums, the raising of
which should not prove particu¬
larly difficult. iThe American in¬
vestor is bound to remember that
he has never been called upon to
forego full interest and amortiza¬
tion on his French, Belgian and
Norwegian bonds. He will recall
that Denmark, although occupied
and temporarily subjugated by the
Nazis, faithfully paid interest in
full on the contractual commit¬
ments of the Kingdom and its po¬
litical subdivisions owned by
American investors. He will also
remember 1 that - the Netherlands
and her overseas possessions have
always met their- engagements,
and that the Dutch East Indies re¬

deemed dollar obligations at a
large premium representing the
difference between the "gold"
dollar and, the "currency" dollar,
at a time when American debtors

discharged their debts in "cur¬
rency" dollars, although the orig¬
inal contract called,for payment
in "gold." i -

An appeal or request for fi¬
nancial accommodations on the

part of the : above-mentioned

countries is therefore bound to be
heeded by the American investor,
and the successful flotation of
loans on their behalf in the Amer¬
ican market may be witnessed
shortly after hostilities cease.

The remainder of tfye European
continent, comprising Allies as
well as former enemy countries,
is not likely to find borrowing in
the United States very easy. Pri¬
vate investors who have frequent¬
ly been called upon to accept re¬
duction in payments or temporary
suspension of payments will not
be especially eager to purchase
securities of debtor governments
which in the past have not seen
their way clear to accord therh
satisfactory or equitable treat¬
ment. Such governments would
have to be financed, initially at
least, through such governmental -
or semi-governmental instrumen¬
talities as are scheduled to be

created as a result of the recent
conference at Bretton Woods, New
Hampshire. Eventually, even
governments of the above category
may be able to obtain accommo¬

dations through private channels.
The situation is somewhat simi¬

lar in regard to the Far Eastern
and Latin American fields, al¬
though as regards the former,
Australia, including the Common¬
wealth and its component parts,
should not find it difficult to se¬

cure financial accommodations in
view of their most commendable
fiscal record and performance.
Considerable aid to foreign lend¬

ing should be afforded through the
elimination of fear on the part of
the investor incident upon the
creation by the victorious nations
of such agencies as should render
mankind immune from the recur¬

rence of such ghastly cataclysms
as those of 1914-18 and the present
World War. Nations with less

#

creditable fiscal records might se¬
cure loans from a group of cred¬
itors who will guarantee to the
investor the prompt service on his
investments. The League of Na¬
tions loan granted Austria in 1924,
which was guaranteed in varying
percentages by a number of coun¬
tries including Great Britain,
France, Sweden and the Nether¬
lands, is an example of this kind
of financing. In passing, it may
be stated that this loan was re¬

paid in full about eleven years

prior to its specified maturity.
Since foreign investments have

admittedly resulted in real and
tangible benefits to the country
at large, it is hoped and expected
that the granting of loans to
worthy borrowers will not be dis¬
couraged or impeded in the post¬
war years. However, in extending
credits to the rest of the world,
we must contrive some means to

insure that they will be used for
the financing of strictly revenue-

producing projects, affording a
stimulus for the maintenance of

America's commerce and provide
ing new sources of income for
the faithful discharge of whatever
obligations we may enable the
rest of the world to contract.

Even if some part of our for¬
eign loans may have been invested -

unwisely and recklessly, and if,
in order to get some of it back
and protect our invaluable foreign
trade we may have to lend more,

discreetly and in moderation, it
must not be inferred that we were

wrong in assuming the role of the
world's banker in the place of
Great Britain and France and the
Netherlands. This obligation was

forced upon us by the irresistible
trend of events, and redounded, in
the final analysis, to our great ad¬
vantage. The record of New York
as : a, world money market is
marred by mistakes, as are those
of London and Paris and Amster¬

dam*^ But oiir,; record is only a
short one.',-jn. our future dealings
with our neighbors, we can profit
from the mistakes of the past. We
shall succeed in restoring normal¬
ity and in bringing back prosper¬

ity not alone to the United States,
but to the rest of the world as

,

well, and through it, lay the foun¬
dations for. a peace which will

prove genuine and lasting.
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Spahr Urges Repeal Of
Unsound Monetary Laws
(Continued from page 1131)

some time to come. While the
"people of the United States have
invested in this . great debt and
will be asked to invest still fur¬
ther, neither Congress nor the
/Administration takes any steps to
repeal the laws that could seri-

, ftusly impair .the value of these
and other savings of the people.

'

/ "To retain .these bad.monetary
'daws on our statute books in the
face of this huge investment made
by the American people simply
cannot be defended. A large num¬

ber. perhaps most, of the general
public apparently are not aware
of the existence of these threats
to the value of their investments.
The American people naturally

t look to Congress for protection in
such matters; but such protection
is not being provided.
// "Again .and again monetary
;
economists (and others) have
urged Congress to repeal these
l~£ws, but these appeals have in
effect been ignored by the ma¬

jority of Congress. No Congress¬
man can properly defend his in¬
action in this matter. To retain
on our statute books provision for

the issuanc^of fiat United States
notes while discussing the prob¬
lems of the debt, of 'inflation,' and
so on, raises the question as to
just what sort of thinking char¬
acterizes those government of¬
ficials who thus far have shown
almost complete indifference re¬

garding this arresting situation.
"The laws that should be re¬

pealed promptly are these: (1)
The Thomas Inflation (Green¬
back) law of May 12, 1933.
"(2) Sections 8 and 9 of the Gold

Reserve Act of 1934 which give
the Secretary of the Treasury and
the ;President power to fix the
buying and selling price of gold at
any point the Secretary 'may
deem most advantageous to the
public interest.'
"(3) Those provisions of the

Gold Reserve Act of 1934 which

give the President the power to
devalue our silver and subsidiary
coins to the same extent that he
devalued the gold dollar.
"Congress cannot properly treat

with indifference these threats to
our monetary and fiscal affairs.
Should the reserve ratio in the

'Roosevelt Says Cartels Must Be Eliminated
Tells Hull End Can Be Achieved Through Collaboration
With United Nations. Assistant Attorney General Berge
.Warns Senate Against Combines.

. • The assertion that the defeat of the Nazi armies will have to be
. followed by the eradication of "cartels" was made by President
Roosevelt in a letter to Secretary of State Hull made public Sept. 8.

. The President described as weapons of economic warfare "cartels
^utilized by the Nazis as Governmental instrumentalities to achieve
.political ends." "Cartels practices which restrict the free flow of
goods in foreign commerce will^
I have to be curbed," said the Pres¬
ident, who added that "this end
can be achieved only through
collaborative action by the United
'Nations."
v President Roosevelt's letter to
.Secretary Hull follows:
k "During the past half century
the United States has developed a

.tradition in opposition to private
monopolies. The Sherman and
,Clay ton Acts have become as

1 much a part of the American way
of life as the due process clause
of the Constitution. By protecting
the consumer against monopoly

v these statutes guarantee him the
^benefits of competition.
0 "This policy goes hand in glove
-with the liberal principles of in¬
ternational trade .for which you

have stood through many years of
jpublic service. The trade-agree¬
ment program has as its objective
the elimination of barriers to the
free flow of trade in international

, commerce; the anti-trust statutes
aim at the elimination of monop¬
olistic restraints of trade in inter¬

state and foreign commerce.
4 "Unfortunately, a number ;of

'foreign countries, particularly in
"Continental Europe, do not pos¬
sess such a tradition against car-
Vfels. On the contrary, cartels have
/received (encouragement from
some of these governments. Espe¬
cially is this true with respect to
Germany. Moreover, cartels were
utilized / by the Nazis as gov¬
ernmental .instrumentalities to
'achieve political ends.
?V: "The history of the use of the
I. G. Farben trust by the Nazis
Seads like a detective story. The
"defeat of the Nazi armies will
have to be followed by the eradi¬
cation of these weapons, of;eco-
j nomic warfare. But'rpore than the
elimination of thej political activi¬
ties of Germap 'cartels will be
'required. Carter practices which
restrict the free flow of goods in
foreign commerce will have to be
curbed. With international trade
involved, this end can be achieved
only through collaborative action

1 by the United Nations. ^ : v '
-' "I hope that you will keep your
eye on this whole subject of in¬
ternational cartels because we
are approaching the time when

discussion will almost certainly
arise between us and other na¬

tions."
Under 'date of Sept. 7£ Senators

were told by Assistant Attorney-
General Wendell Berge, that Ger¬
many may win the peace, unless
she is prevented from gaining
trade monopolies through the car¬
tel system.
Associated Press accounts from

Washington reporting this, also
had the following to say:
The chief of the Justice De¬

partment's anti-trust division tes¬
tified before a Military Affairs
Sub-Committee that international
trade agreements such as he said
existed between Carl Zeiss of
Jena, Germany, and the Bausch
& Lomb Optical Company of
Rochester, N. Y., enabled Ger¬
many "to sabotage" the effective¬
ness of the Versailles Treaty after
World War I, and added:
"As the military idefeat of Ger¬

many grows near^we will see a
determined effort on the part of
the Germans to save their indus¬
trial power. The: Germans know
that their best chance of prepar¬

ing for another war >will 'be
through the maintenance of their
monopolistic industrial firms.
"These firms have had agree¬

ments with British and American
industry. If these agreements can
be continued, revived; or renewed
in the future/ this country can
win the war but Germany will
have gone far toward the winning
of the peace. Wv
"During the next few months,

we must be .prepared to witness
the exodus from Germany of po¬

litical agents who will announce
that they are ordinary business
men and that they are ready to
resume ordinary commercial rela¬
tions with us as soon as the Nazis
are thrown out of power."
"As protection against future

German cartel agreements, Mr.
Berge recommended the acquir¬
ing of German patents and 'tech¬
nological know - how.' making
German laboratory work avail¬
able to firms on a general basis,
breaking up existing German
monopolies, and moving some
firms out of Germany and inter¬
nationalizing their laboratories."

Federal Reserve banks fall much

lower, Congress may wake up
some day to find'that the Reserve
and Treasury authorities have
utilized some of these, and other
questionable laws to bolster the
reserves of the Federal Reserve
banks. Considering the fact that
the Reserve and Treasury author¬
ities, by manipulation in the is¬
suance of Federal-Reserve bank

notes, beginning in December,
1942, converted $6-30,000,000 of
those notes into fiat money, and
then pumped them into the re¬
serves of the Federal Reserve
banks and into circulation, in vio¬

lation of the letter and spirit of
existing law, there is no good rea¬
son to assume that they may not
at any time take advantage of the
legal right, granted by Congress,
to issue fiat United States notes.
"What is apparently more prob¬

able, because it would be less well
understood by the general public,
•is that more Federal-;Reserve bank
notes may be issued since these
could be issued indefinitely
against United States bonds under
the emergency provisions of Para¬
graph 6 of Section 18 of the Fed¬
eral Reserve Act. (The President
has never declared, as provided
in that Section 18, that the emer¬

gency 'recognized by the Presi¬
dent in his proclamation of March
6, 1933,' has terminated.) Mone¬
tizing the Federal debt in this
manner, with no good lawful
money required as reserve against
such notes, does not differ greatly
from the outright issuance of fiat
United States notes except in
psychological reaction of the peo¬
ple. The issuance of fiat United
States notes under authority of
the Thomas Amendment of May
12, 1933, would be an open and

easily-understood transaction,
with the probability of a quick
public reaction and rapid depre¬
ciation in the value of such notes.
The significance of the issuance of
Federal Reserve bank notes

against government bonds is not
clearly understood by the general
public and unfavorable reaction
and depreciation tend to come
more slowly. But if carried far
enough, the public in time learns
the truth, and then the deluge sets
in. This was the device used in
Germany which finally brought
on the flood of issuance in 1920-
1923 and the collapse in 1923.
"Congress would do well, there¬

fore, to inquire into what plans
the Reserve and Treasury author¬
ities contemplate using should the
reserve ratio in the Federal Re¬
serve banks fall to a point which,
in the opinion of these authorities,
would justify action on their part.
Should the plans of these authori¬
ties involve asking Congress to
amend the Federal Reserve Act
to reduce the reserve require¬
ments of Federal Reserve banks,
Congress should nevertheless re¬
peal the laws mentionecj.
"Furthermore, Congress should

give special attention to the ad¬
visability of prohibiting any fur¬
ther issuance of Federal Reserve
bank notes. On May 12, 1943, the
Senate passed the Taft Bill, S. 658,
to prevent further issuance of
Federal Reserve bank notes, but
the House failed to act upon it.
The Banking and Currency Com¬
mittee of the House should revive
that bill, hold hearings on it, and
take in hand the matter of the
further issuance of Federal Re¬
serve bank notes while there is
yet time to act.
"If the Democrats are failing to

act because they do not wish to
admit their errors in enacting
these bad monetary laws, they are

failing to fulfill properly their
responsibilities to the American
people. '... ; • ( /
"If the Republicans are failing

to act to the best of their ability
because they hope to gain po¬

litically, should they become the
majority party, by repeal after
they have come into power, they
too are failing ,to fulfill properly
their responsibilities to the Amer¬
ican people." ; '/ ;
"These monetary and fiscal is- '

sues are far too serious to be sub¬
jected to the caprice of partisan/
politics.The iponey of the Amer¬
ican people is not the property of
any political party; it belongs to
all the people, and each political
party should recognize that fact.
"It seems to be a ' reasonably

good guess that the reasons for
the inactivity of Congress, with
respect to the repeal of these
thoroughly bad monetary . laws,
are to be found in the realm of
party politics. It is difficult to be«r
lieve that there are not enough
Democrats and Republicans in
Congress with sufficient intel¬
ligence to understand the danger¬
ous nature of these monetary laws
and that they hang as .a serious
threat over the head of every

bondholder, saver, and person^
with a relatively fixed income in
this country." / /

Robert With I. M. Simon
ST. LOUIS, MO.—Rudolph Ru-

bert has become associated with
I, M. Simon & Co., 315 North
Fourth Street. In the past Mr. Ru-'
bert conducted his own invest¬
ment business in St. Louis.
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Canadian Securities
By BRUCE WILLIAMS

Recent international conferences, especially the Dumbarton Oaks
parley, have given rise to debate concerning the position of countries
•outside the Big Four. Some criticize the inclusion of China, others
advocate the addition of France to this select body.

However, on proper reflec-

Free Representative Government
Continued from page 1133)

on proper

tion, how can the claims , of
Canada be ignored? It is er¬
roneous to believe that Britain

speaks for her Dominions in all
matters, and recognition of
Canada as a sovereign nation in
her own right is consequently
obscured.

Although there is no doubt that
the Dominions will broadly sup¬

port a general British policy,
nevertheless Canada's growing
importance among the nations of
the world and her position in the
Western Hemisphere present
problems that can be settled only
by Canada herself. Therefore,
Canada should be considered as

an- independent country and not
simply as a British Dominion.
Canada's claim to representa¬

tion on every world council has a
solid basis. In the last few years
from a national income of about

$9 billions, approximately one
billion dollars annualy has been
freely given, either as an outright
gift.or in the form of mutual aid.
The Dominion is the third trading
nation in the world, it occupies
the center of the world air map,
and its tremendous resources have

only just commenced to be devel¬
oped. In the domestic field, the
government has earned the ad¬
miration of the world for its

superb %management of its war¬
time controls.

Finally, in previous internation¬
al conferences the Canadian rep¬
resentatives have shown them¬
selves not only worthy of inclu¬
sion on world committees but also

capable of leadership. The Do¬
minion's one great handicap is its
small population, which will un¬
questionably expand rapidly after
the war, since the world's third
largest land mass is now only in
Its early stages of development. Vy
Turning to market develpprr

ments during the past week, again
there was little of note,apart
from the sale from Canada of a

large block of long-term Ontarios.
Otherwise, there was little activ¬
ity and prices generally . were
marked down slightly. In particu¬
lar, Albertas were about M point
lower.
Internal issues were in supply

and, following earlier predictions,
the Canadian dollar in the "free
market" depreciated further,
touching 11% discount. With pros¬

pects of an increased supply of
exchange by Oct. 15 and- offer¬
ings by discouraged speculative
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bondholders who recently made
extensive purchases on the ex¬

change basis of about 9V4%, it
appears likely that this week
trend will persist until this tech¬
nical situation is rectified.
With regard to the future, there

still seems little on the horizon
to change the present dull in¬
active trend, especially. in view
of the Seventh Victory Loan an¬
nounced to commence Oct. 23.
The steady supply flow from Can¬
ada is now only an intermittent
trickle, and on the demand side
the previous obvious undervalua¬
tion of Canadian securities is no

longer a potent factor.
Decided movement in either

direction, therefore, can hot be
foreseen and the market is

likely to become increasingly
selective.

Foster, Brown To Admit
/';< John f. Bowles will become a

partner, effective October 1st, in
Foster, Brown & Co., 120 Broad¬
way, New York City, members of
the New York Stock Exchange.

Taylor, Deale & Company
64 WALL STREET, NEW YORK 5

WHitehall 3 -1874

*&' *
.

canadian securities

Government • Provincial ♦ Municipal • Corporate

rough, unholy hands on many a
sacred precedent, doubtless calling
on an enlarged and nationalized
police power for enforcement. We
shall have to give up a distinction
. . . between private and public
... employments. There is no

private business . . . exempt from
compulsion to serve a planned
public interest. Furthermore, we
shall have to . . . recognize that
only the Federal area and often
not even that is large enough to be
co-extensive with modern indus¬

try and that consequently the
states are wholly ineffective in¬
struments for control ... it has

already been suggested that busi¬
ness will logically be required to
disappear. This is not an over¬
statement for the sake of emphasis,
it is literally meant."
Mr. Tugwell, the New Deal

prophet, uttered those words in
December 1931. He has occupied
and he still occupies a high ad¬
ministrative post. His words em¬
brace the master pattern of the
New Deal!

The President lost no time in

adopting th'at pattern. "Our task
now," he s5id in 1933, "is not dis¬
coveries Of exploitation of natural
resources or necessarily of produc¬
ing more goods. It is the less
dramatic business of administering
resources and plants already in
hand."

And so the New Deal launched
a program of management. It was
unintelligent, uncompromising,
dominating and incoherent man¬

agement. Governmental planners
were hostile to risk capital. They
stifled small business, forced dis¬
tribution of their earnings and
made it impossible for them to ex¬

pand. They repeatedly devise a
tax legislation, not primarily to
raise needed revenue, but as an
undercover method of promoting
dangerous social theories. They
saddled upon the individual and
business complicated question¬
naires, reports and red tape. They
placed both industry and agricul¬
ture in a governmental strait-
jacket. But that is not all. In ful¬
fillment of prophecy, the New
Deal planners laid "rough unholy
hands on many a sacred prece¬

dent," and they called on "an en¬
larged and nationalized police
force for enforcement." Ttfey con¬
structed gigantic bureaucracy and
used it for their own political
ends. Congress was relegated to
an inferior position by a servile
new deal majority. Even the
purse strings were surrendered to
the executive through lump sum

appropriations. They likewise
solight to make over the executive
branch of the Federal Government.
Tb' quote the Declaration of In¬
dependence, they "erected a mul¬
titude of new offices and sent

hither swarms of officers to harass
our people and eat out their sub¬
stance"; boards, bureaus, and com¬
missions multiplied. Our people
have been literally deluged with
orders, decrees and directives that
pour from these agencies day and
night. The Federal payrolls sky¬
rocketed until now there are some

3V2 million Federal civil em¬

ployees. They and their families
account for almost 20% of the vot¬
ing power of this country in a

presidential election. The tradi¬
tional cabinet departments are
overshadowed and have almost

been supplanted by agencies under
the direct control of the President.
Lines of authority and responsibil¬
ity became confused and even

obliterated.

R. D. Steers & Co.
Formed In Ottawa
OTTAWA, ONT., CANADA—

Announcement is made of the
dissolution of the firm of Monk,
Steers and Company, and the
formation by Reginald D. Steers
of his own firm, R. D. Steers and
Company. The new firm has of¬
fices in the Canada Life Building,
75 Sparks Street.

Every conceivable political de¬
vice was employed to build the
power of the executive.
Then came the attack on the

Supreme Court. It failed, but
through continuing presidential
tenure its purposes were finally
achieved. A substantial majority
of all the Federal judges now have
been appointed by the New Deal
President. Too often those ap¬
pointees possessed nothing more
than the doubtful qualification of
being New Deal political followers.
The program likewise included

the constant suppression and op¬
pression of State and local govern¬
ments. Local authority was cir¬
cumvented and usurped. Money
was granted to State and local
governments upon condition that
control be surrendered to Wash¬

ington.
The New Deal in 1935 even

wanted to divide the nation into
10 or 12 districts or "little Wash-

ingtons." Each district, of course,
would have been under the juris¬
diction of a Federal administrator.
The real purpose was to relegate
the states to obscurity. The report
of the National Resources Com¬
mittee said that many citizens
might consider themselves as be¬

longing to one region for one pur¬
pose and to an adjoining region
for another. In other words, there
was to be a paramount, if not ex¬

clusive, loyalty to the Federal
Government. Fortunately the pro¬
posal was not adopted even
though the National Resources
Committee which advocated it in¬
cluded five cabinet members and

Harry Hopkins.
So bold did the planners become

that the Attorney General of the
United States recently had the
audacity to declare "no business in
this country is immune from seiz¬
ure."

iiere then is the New Deal rec¬
ord of almost twelve long years.
The New Deal candidate recently
made his only recorded admission
of fault when he said "we have
made mistakes." I say to you that
these were not mistakes. They
were the cold, calculated and de¬
liberate acts of an administration
that sought as its prophets pre¬
dicted: "To undo a century of de¬
velopment—and to lay rough un¬
holy hands on many a sacred
precedent."
In spite of this record the New

Deal now asks for a fourth term.

Again it has the sinister support
of notoriously corrupt political
machines such as those of Hague
of New Jersey, Kelly of Chicago,
and Pendergast of Missouri. In
addition, it has the fervent support
of Sidney Hillman and his Politi¬
cal Action CoM'mittee. It is no

secret that this co,bimittee, includ¬
ing its com'mMistic adherents,
proposes to buy; this election with
money extracted from the honest
and patriotic workers of this
country. It likewise is no secret
that Sidney Hillman and his com¬
mittee are now in complete con¬
trol of the New Deal party. Our
people will not soon forget the
sorry spectacle of the Democratic
National Convention. It was Hill¬
man and the Big City Bosses who
made the secret decisions that
controlled that convention. Nor
will they ever forget the Presi-

: dent's instructions to the Demo¬
cratic Chairman from a railway
car of the Commander-in-Chief
on a side track in Chicago, to
"clear everything with Sidney."
In that tense command the new

deal candidate delivered the Dem¬
ocratic party into the hands of
Sidney Hillman, the radical leader
of the Political Action Committee.

I am sure that the great major¬
ity of working people, union
members and union leaders alike,
resent the intrusion of Sidney
Hillman into a great political
party and into their private busi¬
ness of casting a free and unin-
timidated vote. They are Ameri¬
cans and they cherish sacred
American rights. They know as

you and I know that any impair¬
ment of that right by a radical1
and communistic labor element',
will in the end defeat the honor-1
able and legitimate aims of or- <

ganized labor in this country. *
In its alliances with Hague and ;'

Kelly and Hannegan and Hillman v
and Browder, the New Deal has:
achieved a new low in Ameripan .

politics. The vast body of decent*
American voters will not travel in >

such political company. The cyn- >

ical and sinister bid for power of
this unholy alliance will be over--

whelmingly rejected. This nationf.
proposes to remain American. A
In contrast to the New Deal1

Program, the Republican partyJ
proposes to reestablish liberty at
home. Our goal also is to prevent
hardship and poverty in America'
—to provide opportunity and se¬

curity and to promote social bet¬
terment. Such a goal can be sol- r
idly achieved only if we give full
scope to individual incentive and
American ingenuity and turn our
backs finally and completely on
alien philosophies of government.
I Let us then consider the first 4r
steps in a constructive program. 5
First, we must clean our gov¬

ernmental house of the debris
with which it is now cluttered and
which has been accumulating dur-'V
ing 11 years of the New Deal. To
clean house means that we must

get rid of needless bureaucracy.
Unbridled bureaucracy is a dead-*
ly growth in our body politic and !
it can only be removed through
a major operation. It will be;
removed this year through the
election of the Republican ticket, 5
including Republican Senators and >

Congressmen. Such an election
will put the reins of government
back into the hands of the duly :
elected representatives of the
people.
Second, we must restore re¬

sponsible cabinet government in-1
Washington. All agencies, boards,'',
bureaus, and commissions which
are not performing essential gov- 5
ernmental functions must be im¬

mediately liquidated.
In this way we shall get rid of

the costly political featherbeds in
Washington. Cabinet members
must and under the administra¬
tion of Thomas E. Dewey will be.;
chosen on the basis of their qual-
ifications for the job. They .will.'
be charged with full authority and
they will be held personally re¬

sponsible. Essential governmental
agencies now having independent
status should and will be placed
under cabinet jurisdiction wher-1
ever possible. Executive abuse of
power, confused lines of authority, ;
duplication of effort, inadequate
fiscal controls,, loose personnel ,

practices and bureaucratic arro-*

gance must and will be ended.
Harmony in government and a
balance between legislative andf
executive responsibility must and
will be restored. Under such a

program we shall eliminate con- .

fusion, inefficiency and conflict at
home. We shall build confidence
and faith in the future.

Third, the Republican party
proposes to end the reckless,
trend toward centralization of all.,
power in the Federal Government. '«
Unless that trend is ended, state;
and local governments sooner or
later will be reduced to provincial,,
administrative units—mere sateM
lites revolving about an all-pow¬
erful national planet., Self-gov¬
ernment can survive only so long*
as the people are given a chance
to practice it by keeping govern-(
ment close to home. The more of r

history that is written at the na-i

tion'sncrossroadsr and the less at
Washington, the freer and hap-*,
pier our pebpfeowill be.
This does >;notv mean that the

Federal Government will cease to

respond to social needs. Changes y
in economic and social conditions
do require, from time to time, a

reallocation of governmental func¬
tions. It does mean, however, that
the reaching out for power by the >

Federal Government under the'

guise of social reform but actually
for the sake of power alone must
be ended.
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Already a solution of this prob¬
lem has been pointed out by the
Republican party. At St. Louis,
under the able leadership of Gov¬
ernor Dewey the 26 Republican
Governors studied this question
with reference to 14 major issues
ranging from agriculture to wel¬
fare. After dealing with these
specific issues they arrived at this
conclusion. "The great objectives
we have here sought for America
cannot be accomplished, either by
a constant grasping for power on
the part of the Federal Govern¬
ment or through a stubborn re¬
sistance by the states to the par¬
ticipation of the Federal Govern¬
ment in a developing and increas¬
ing complicated society. They can
be reached only through coopera¬
tion. And a determination to
make our system work in the
spirit as well as the letter of the
constitution,"
In any such meeting of Repub¬

lican Governors next year, Ralph
Gates will be there.
And while speaking of Repub¬

lican leadership in this cause, we
must always remember the con¬
tribution already made by the
valiant Republican members of
Congress, y
Finally, the Republican party

proposes to create in this country
an atmosphere of opportunity for
the individual. The one

^ great
problem after the war is jobs—
honest jobs—productive jobs. We
propose to put men and women to
work in private industry as
promptly as possible after victory.
We propose to give special atten¬
tion to those who have served in
cur armed forces. Made-work and
government spending never can
toe an adequate substitute for hon¬
est jobs and private employment.
More than that, our fighting sons
abroad and our loyal workers at
home want honest jobs in private
employment. To accomplish this
great objective, business must be
freed from its shackles and gov¬
ernment must be taken out of
competition with private industry.
Rationing, price-fixing and all
other emergency powers must be
terminated as quickly as possible.
Detailed regulation of farmers,
workers, business men and con¬
sumers must be avoided. Abun¬
dant production in agriculture
and industry must be substituted
for the New Deal program of
scarcity. War contracts must be
promptly settled and surplus gov¬
ernment plants and property must
toe equitably disposed of. Small
business must be encouraged.
Taxes must be reduced. Economy
in the Federal Government must
conscientiously be practiced. The
integrity of the American dollar
must be protected. These and
countless other steps must be
taken if needed jobs are to be
provided after the war. They will
toe taken by a Republican admin¬
istration.
The New Deal has demonstrated

that it cannot provide jobs with¬
out a war. It cannot maintain free
representative government. Itwill
not trust the people. It is time
to elect a President who will clear
everything, not with Sidney, but
with Congress and the American
people. Thomas E. Dewey is that
man. . .

Hannegan Declares
Bricker's Charge False
Robert E. Hannegan of y the

Democratic National Committee
denied on Sept. 11 that President
Roosevelt had instructed him to
"clear everything with Sidney'
Hillman in behind-the--scenes
maneuvering at the National Con¬
vention in Julyjoraccording to
United Press advices from Chi¬
cago on Sept. 11 which also had
the following to say:
Mr. Hillman is head of the CIO

Political Action Committee.
Mr. Hannegan said that the

charge was made by Gov. John
Bricker, Republican Vice Presi¬
dential nominee, in a speech Jast
Saturday, but he added that the
fact is that President Roosevelt

Effect Oi Germany's Defeat
On The National Debt

(Continued from page 1130)
of last January, and the actual figures for 1944 and 1943.
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TABLE 1 ifS'-Z'i'-

DIGEST OP THE FEDERAL BUDGET RECEIPTS, EXPENDITURE^ AND DEBT
' ' (In billions of dollars, fiscal years) y./

-—1945 Estimates

Classification— , July 1944 Jan. 1944
Receipts: "
Taxes, individual 18.9
Taxes, corporate _ 16 6
Taxes, excise 5.6

1944

Actual

1943

Actual

Miscellaneous !

Total receipts
Expenditures:

• .War::
Interest on debt.

■■ General — /
Refunds

Veterans

Agriculture

4.6

45.7

18.1

15.4

4.2

3.0

20.3

15.1
:

4.4

4.3

6.9

9.9

3.7
1.7

88.9

3.75

2.5
1.5

1.25
.5

9.5

Total Expenditures — 98.4

Excess of expenditures-. — 52.7
Gov. corps., trust a/cs. and change in
Treasury balance ———... —2.4

Increase in debt — 50.3
Debt at end of fiscal year 251.3

40.7

88.2
3.75

2.5
1.8

1.25

.4

9.7

97.9

57.2

3.2

60.4

258.0

44.1

87.0
2.6

2.4

.3

.7

.7

6.7

93.7

49.6

14.7

64.3

201.0

22.2

72.1
1.8

2.52

.08

.6

1.0

6.0

78.1

'55.9

8.3

64.2

136.7

Assuming the war with Ger¬
many is over by the end of Oc¬
tober, the present budget would
have prevailed for the first six
months of the fiscal year, arid the
announced cut-back would apply
to the subsequent one-half. Tne
July estimate of war expenditures
of approximately $89 billions was
made on the assumption that the
war would continue unabated
throughout the fiscal year. The
40% cut-back would consequently
apply on about $45 billions of esti¬
mated expendtures.
While the cut-back would mean

a direct reduction in manufactured
supplies, other expenditures such
as the cost of maintenance of the
armed forces would not be cut as
sharply, and an over-all reduction
might come to 33%, so that a fair
approximation would be in the
neighorhood of $15 billions.
As for income, the let-,up in in¬

dustrial production in t^ie transir
tion period and less pay, received
by workers as a result of some
unemployment, reduction in over¬
time, and possibly lower pay
scales on peacetime jobs as com¬
pared with war work, might cause
the Government's corporate and
individual tax receipts for the re¬
maining one-half of the fiscal year
to decline approximately 10%, or
about $2 billions. .-

' '

it '

Smaller Debt Increase
The net reduction in the Gov¬

ernment deficit would therefore
be approximately $13 billions,
which would mean an increase of
$37 billions instead of $50 billions
in the national debt, or an antici¬
pated debt next Jqne of about $238
billions. This increase is a little
more than one-half the $64 bil¬
lions by which the debt actually
increased in the 1944'r,fiscal year,
and indicates that the peax of the
Government's annual borrowing
needs has already been passed.
The war with Japan is expected

to be ended in six to nine months
after the German war. Discussions
in Congress recently have indi¬
cated consideration of earmarking
proceeds from the sale of Govern¬
ment-owned war surplus property
and plants to be applied on debt
retirement. Despite such proceeds,

with whom I conferred alone on
that occasion (the Presidents trip
to Chicago before the convention)
did not say that."
"Nor did he say anything else

that could have been tortured to
convey that meaning," Mr. Hanne¬
gan said. "That story is abso¬
lutely untrue. I don't know who
invented it. I presume that Re¬
publican orators will keep repeat¬
ing this favorite fiction until elec¬
tion day in the forlorn hope that
some people will believe it is true.
I want to get, the record straight
and identify this one as fabricated
out of whole cloth." .

Governor Bricker's speech made
on Sept. 9, is given elsewhere in
this issue.

however, contract termination
payments, excess profits, , tax re¬
funds, unemployment ^pefits and
veterans' rehabilitation y/rp u 1 d
cause a further deqei^',which
would bring the national debt to
the neighborhood of $250 billions
about a year or so after peace,
since Government deficits usually
continue for a while after the end
of a major war. Many economic
experts have predicted a $300 bil¬
lion national debt at that time,
but this figure now begins to ap¬

pear remote.

Features of the Budget

In revising recently his estimate
of last January of Government re¬
ceipts for the.ensuing fiscal year,
the Budget Director increased tne
figure approximately from $40.7
billions to $45.7 billions. This $5
billion expansion seemed to attract
little publip attention. Yet approx¬
imately the same figure, $5.3 bil¬
lions,^'constituted the entire'Gov¬
ernment income in 1940, only four
years ago.
The 1943-4 increase in the na¬

tional debt was from $136.7 bil¬
lions-to $201 billions. Yet this
$64.3 billion expansion was not
far short of the total national debt,

$72.5 billions, in 1942. With what
sang froid we now seem to regard
billions of dollars in Government
finance!

The actual receipts in the fiscal
year ended June 30, 1944, were
$44.1 billions, almost double the
receipts of the previous fiscal year,
nearly six times the receipts of
the 1941 fiscal year, and more,
than eight times the 1940 receipts'..
It will be observed that sing£

1943 receipts from individual taxes'
have increased 67% and from cor-

Recommend Non-Cancellable
Oidei Form For Post-War Period

(Continued from page 1131)

financing institutions on a uniform
basis, so that variations therein
cannot be used as an unfair meth¬
od of price-cutting or unfair com¬
petition."
A second vital feature of post¬

war inventory control recom¬
mended by the Committee is the
control of production in relation to
forecasted market, thus avoiding
sudden losses which would other¬
wise occur because of factory sur¬

plus production which would have
to be marketed at a loss. Quoting
the report, "It is anticipated by
many that the postwar period,
after the transition period of re¬

conversion, will see greatly en¬

larged quantity production of sim¬
plified models, to be mass mar¬
keted at lower than prewar price
levels, and with lower margins for
wholesaler and retailer. Under

such conditions, not only must
there be a marked reduction in

marketing and distributing ex¬

penses, but there mii^t felso be a
mucn better control of merchan¬

dise investment and obsolescence
losses, so that a better turnover
may make possible an adequate
rate of net return on investment."
Another recommendation made

by the Committee is that Federal
taxation be stabilized so that part
of the expense of doing business
may be definitely known and
planned for. Warning against con¬
tinued deficit spending, the report
declares, "There should be estab¬
lished now a permanent method
of financing the national debt,
whether it be $200 billions or $300

billions, and not wait until the war
is over. The postwar will bring
about other important perplexities
which cannot now be solved."

;. The report also counsels the
building up of company reserves
to cover dismissal wages "on a

large scale—perhaps within rela¬
tively short periods following
large or general contract termina-,
tions." Warning that "adequate
contributions tp State unemploy¬
ment funds should be maintained

during high-level war employ¬
ment, and not be diminished by
artificial merit rating standards
due to abnormal, temporary high
levels," the Committee recom¬
mends that unemployment funds-
should be regarded as the basic'
source of compensation, and that
the dismissal of temporary or
short-term employees on waf
work should be taken care of by
the inclusion of dismissal wages
for such employees "in allowances
made in contract termination set¬
tlements. Any war emergency dis¬
missal wage payment plan should
not establish a precedent for dis¬
missal wages in time of peace." '

Other recommendations made by
the Committee include: reserves
for deferred maintenance and ac¬

celerated depreciation as allow¬
able deductions from net income;
faster amortization of the cost of
war plants operated under "neces¬
sity" certificates, and wider em¬
ployment of disabled veterans,
whether or not they are former
employees. ,

poration taxes have nearly dou¬
bled, and that there is a substan¬
tial increase in the1 estimate of
miscellaneous receipts. This cate¬
gory includes excessive profits
recaptured by renegotiation of
War contracts and proceeds from
the disposal of Government sur¬
plus property.
Government expenditures for

other than war purposes for the
fiscal year 1945 are estimated at
$9.5 billions, $2.8 billions above
the actual expenditures for the
fiscal year 1944. The explanation
of this is found in items called the
"aftermath of war" expenditures,
namely, interest on the public debt
(being the largest single item,
$3,750 millions), veterans' pen¬
sions and benefits, and refunds of
war taxes.

A Comparison

The relationship between the
Government budget, national in¬
come and industrial production
for significant years is shown in
the following table/

TABLE 2

(In billions of dollars)

tGov. tGov. V/y /yy; tNational tFed. Res.

Year— Receipts Expenditures fPublic Debt Income Prod.Index

1919—______ 5.1 18.5 25.4 64.2 72

1929 1.0 3.8 16.9 83.3 110

1932 —„ 2.0 4.9 J9.4 40.0 58

1940 5.3 9.1 42.9 77.6 125

1941 7.6 12.7 48.9 96.9 162

1942 .
12.8 32.5 72.5 121.6 199

1943- _
22.2 78.1 136.7 147.9 239

1944 44.1 '■ 93.7 201.0 *152.0 *235 '

1945 *45.7 . *98.4 « *251.3 *125.0 *190

JCalendar years.''Estimated. tPiscal years

Conclusion

In view of the general expecta¬
tion that the war with Germany

will end by November, the WPB
announcement of a 40% cut-back
in war production after that event
projects an estimated increase of
approximately $37 billions in the
current fiscal year, instead of the
$50 billions indicated in the recent
Government budget. This would
mean a national debt of approxi¬

mately $238 billions next June and
an ultimate debt of perhaps $250

billions—which, huge as it is,
nevertheless is considerably under

the $300 billion figure oftentimes

predicted.

N. Y. Finance Institute

Sponsors Tax Lectures
Harley L. Lutz, Chief of Staff,

Committee on Post-War Tax Pol¬
icy, discussed "Individual Taxes"
at 3:30 p.m. in the Board of Gov¬
ernors' Room of the New York
Stock Exchange on Sept. 11. This
is the third in the series of six
lectures being sponsored by the
New York Institute of Finance,
headed by Robert Cluett, 3rd.
Other discussions scheduled for
succeeding Mondays include "Tax
Simplification," Robert W. Wales'
"Corporate Taxes," Ellsworth C
Alvord; and the "Post-war Prob¬
lem," to be discussed by Emil
Schram, President of the New
York Stock Exchange, on Oct. 2.

Indiana & Michigan
Electric Preferred

The First Boston Corporation
and associates on Sept. 13 offered
at 103 Vs per share 120,000 shares
of 4V8% cumulative preferred
stock '(par $100) of Indiana &
Michigan Electric Co. The First
Boston group was awarded the
issue at competitive sale Sept. II
on a bid of 101.449.
Of the net proceeds from the

financing, $7,880,000 will be psed
to prepay notes due to banks in
August, 1945. The balance, to¬
gether with $3,000,000 to be re¬
ceived from the sale of 129,024
shares of common stock to Ameri¬
can Gas & Electric Co., will be
added to the general corporate
funds. These funds will enable
Indiana & Michigan to acquire
certain utility properties in or
near the territory now served, if
sUdh acquisitions can be effected,
and' to complete its construction
program.

'

Capitalization of the company
after giving effect to this financ¬
ing will be as follows: first mort¬
gage bonds, 3V4% series, due June
1, 1969, $22,500,000; 2%% note to
bank, due June 15, 1949, $1,000,-
000, making a total long-term debt
of $23,500,000; 4Vb% cumulative
preferred stock, $12,000,000, and
1,000,000 shares of no par com¬
mon stock.
Indiana & Michigan Electric Co.

operates in a territory in northern
Indiana and southern Michigan
with a population in excess of
365,000. Besides serving its own
residence, commercial and power
customers, the company supplies
electric energy to other electric
companies, both affiliated and un¬
affiliated, and municipal distribu¬
tion systems. ' *

Forms J. F. Perko & Co.
(Special to The Financial Chronicle)

CLEVELAND, OHIO—John F.
Perko is now doing business as J.
F. Perko & Company from offices
in the Union Commerce Building.
Mr. Perko was formerly a partner
in Perko & Zink.
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Fiscal Policy And The
' Taxation Of Business

(Continued from first page)

ations within this area of author¬
ity. Taxation is one of the lim¬
itations placed by government on
the power of business to do what
it pleases.
There , is nothing reprehensible

about this procedure. The busi¬
ness that is taxed is not a creature
of flesh and blood, it is not a
citizen. It has no voice in how
it shall be governed—nor should it.
The issues in the taxation of busi¬
ness are not moral issues, but are
questions of practical effect: What
will get the best results? How
should business be taxed so that
business will make its greatest
contribution to the common good?
It is sometimes instructive when

faced with alternatives to ask the
underlying question. If you are
asked by your host at dinner
whether you prefer sirloin steak
or roast duck, a friendly and pro¬
vocative reply is: "Why should I
eat?" If a solicitous mother in¬
quires whether her son will choose
Sally, Irene, or Mary as his wife,
the son ' is frequently well ad¬
vised to dig a little deeper with
the question: "Why should I get
married at all?"

So, also, if we are to understand
the problems involved in the tax¬
ation of business, we must firs!
ask the question: "Why does the
Government need to tax at all?'
This seems to be a simple ques¬

tion, but, as is the case with sim¬
ple questions, the obvious answer
is likely to be a superficial one.
The obvious answer is, of course,
that taxes provide the revenue
which the Government needs in
order to pay its bills.
If we look at the financial his¬

tory of recent years it is apparent
that nations have been able to pay
their bills even though their tax
revenues fell " short of expenses.
Those countries whose expenses
were greater than their receipts
from taxes paid their bills by bor¬
rowing the necessary money. The
borrowing of money, therefore, is
an alternative which governments
use to supplement the revenues

from taxation in order to obtain
the necessary means for the pay¬
ment of their bills.

A government which depends on
loans and on the refunding of its
loans to get the money it requires
for its operations is necessarily
dependent on the sources from
which the money can be obtained.
In the past, if a government per¬
sisted in borrowing heavily to
cover its expenditures, interest
urates would get higher and higher,
and greater and greater induce¬
ments would have to be offered
by the government to the lenders.

;These governments finally found
that the only way they could
|'maintain both their sovereign in¬
dependence and their solvency
/was to tax heavily enough to meet
a substantial part of their finan¬
cial needs, and to be prepared—if

i placed under undue pressure—to
tax to meet them all.
The necessity for a government

to tax in order to maintain both
its independence and its solvency
is true for State and local govern¬
ments, but it is not true for a

national government. Two changes
of the greatest consequence have
occurred in the last 25 years which
have substantially altered the po¬
sition of the national state with
respect to the financing of its cur¬
rent requirements. The first of
these changes is the gaining of
vast new experience in the man¬

agement of central banks. The
second change is the elimination,
for domestic purposes, of the con¬

vertibility of the currency into
gold.
Final freedom from the domes¬

tic money market exists for every

*An address delivered by Mr.
Rum! before the American Bar

Association at Chicago, 111., on

Septlhim.

sovereign national state where
there exists an institution which
functions in the manner of a mod¬
ern central bank, and whose cur¬

rency is not convertible into gold
or into some other commodity.
The United States is a national

state which has a central banking
system, the Federal Reserve Sys¬
tem, and whose currency, for do¬
mestic purposes, is not convertible
into any commodity. It follows
that our Federal Government has
final freedom from the money

market in meeting its financial re¬
quirements. Accordingly, the in¬
evitable social and economic con¬

sequences of any and all taxes
have now become the prime con¬
sideration in the imposition of
taxes. In general, it may be said
that since all taxes have conse¬

quences of a social and ecomonic
character, the Government should
look to those consequences in for¬
mulating its tax policy. All Fed¬
eral taxes must meet the test of

public policy and practical effect.
The public purpose which is
served should never be obscured
in a tax program under the mask
of raising revenue.

Federal taxes can be made to

serve four principal purposes of a
social and economic character.
These purposes are:

1. As an instrument of fiscal

policy to help stabilize the pur¬

chasing power of the dollar.
2. To express public policy in

the distribution of wealth and
of income, as in the case of the
progressive income and estate
taxes.

3. To express public policy
in subsidizing or in penalizing
various industries and economic

groups.
4. To isolate and assess di-?

rectly the costs of certain na¬
tional benefits, such as high-
ways and social security.

In the recent past, we have used
our Federal tax program con¬

sciously for each of these pur¬

poses. In serving these purposes,
the tax program is a means to an
end. The purposes themselves are
matters of basic national policy
which should be established, in
the first instance, independently
of any national tax program.

Among the policy questions with
which we have to deal are these:
Do we want a dollar with rea¬

sonably stable purchasing power
over the years? Do we want
greater equality of wealth and of
income than would result from
economic forces working alone?
Do we want to subsidize certain
industries and certain economic

groups? Do we want the benefici¬
aries of certain Federal activities
to be aware of what they cost?
These questions are not tax ques¬

tions, they are questions as to the
kind of country we want and the
kind of life we want to lead. The
tax program should be a means
to an agreed end. The tax pro¬

gram should be devised as an in¬
strument, and it should be judged
by how well it serves its pur¬

pose.

By all odds, the most important
single purpose to be served by the
imposition of Federal taxes is the
maintenance of a dollar which has
stable purchasing power over the
years. Sometimes this purpose is
stated as "the avoidance of infla¬

tion"; and without the use of Fed¬
eral taxation all other means of

stabilization, such as monetary
policy and price controls and sub¬
sidies are unavailing. All other
means, in any case, must be in¬
tegrated with Federal tax policy
if we are to have tomorrow a dol¬
lar which has a value near to
what it has today. • '
The war has taught the Govern¬

ment, and the Government has
taught the people, that Federal
taxation has much to do with in¬
flation and deflation, with the

prices which have to be paid for
the things that are bought and
sold. If Federal taxes are insuf¬
ficient or of the wrong kind, the
purchasing power in the hands of
the public is likely to be greater
than the output of goods and ser¬
vices with which this purchasing
demand can be satisfied. If the
demand becomes too great, the
result will be a rise in prices, and
there will be no proportionate
increase in the quantity of things
for sale. This will mean that the
dollar is worth less than it was

before—that is inflation. On the*
other hand, if Federal taxes are
too heavy or are of the wrong

kind, effective purchasing power
in the hands of the public will
be insufficient to take from the

producers of goods and services
all the things these producers
would like to make. This will
mean widespread unemployment.
The dollars the Government

spends become purchasing power
in the hands of the people who
have received it. The dollars the
Government takes by taxes can¬
not be spent by the people, and,
therefore, these dollars can no

longer be used to acquire - the
things which are available for
sale. Taxation is, therefore, an
instrument of the first importance
in the administration of any fiscal
and monetary policy.
The second principal purpose of

Federal taxes is to attain more

equality of wealth'and of income
than would result from economic
forces working alone. The taxes
which are effective for this pur¬

pose are the progressive individ¬
ual income tax, the progressive
estate tax, and the gift tax. What
these taxes should be depends on

public policy with respect to the
distribution of wealth and of in¬
come. It is important here to note
that the estate and gift taxes have
little or no significance, as tax
measures, for stabilizing the value
of the dollar. Their purpose is the
social purpose of preventing what
othei^vise would be high concen¬
tration of wealth and income at
a few/poihts, as a result of in¬
vestment and reinvestment of in¬
come not expended in meeting
day-to-day consumption require¬
ments. These taxes should be de¬
fended and attacked in terms of
their effects on the character of
American life, not as revenue
measures. ;
The third reason for Federal

taxes is to provide a subsidy for
some industrial or economic in¬
terest. The most conspicuous ex¬

ample of these taxes is the tariffs
on imports. Originally, taxes of
this type were imposed to serve a
double purpose since, a century
and a half ago, the National Gov¬
ernment required revenues in or¬

der to pay its bills. Today tariffs
on imports are no longer needed
for revenue. These taxes are

nothing more than devices to pro¬
vide subsidies to selected indus¬

tries; their social purpose is to
provide a price floor above which
a domestic industry can compete
with goods which can be produced
abroad and sold in this country
more cheaply except for the tariff
protection. The subsidy is paid,
not at the port of entry where the
imported goods are taxed, but in
the higher price level for /all
goods of the same type produced
and sold at home. ; k

/ The fourth purpose served by
Federal taxes is to assess, directly
and visibly, the costs of certain
benefits. Such taxation is highly
desirable in order to limit the
benefits to amounts which the

people who benefit are willing to
pay. The most conspicuous ex¬

amples of such measures are the
social security benefits, old-age
and unemployment insurance. The
social purposes of giving such ben¬
efits and of assessing specific
taxes to meet the costs are ob¬
vious. Unfortunately and unnec¬

essarily, in both cases, the pro¬

grams have involved staggering
deflationary consequences as a re¬
sult of the excess of current re¬

ceipts over current disbursements.
When peace comes these programs
must be corrected so that the sta¬

bility of the dollar will not be
impaired by the'financial conse¬

quences of excessive social secur¬
ity receipts or disbursements.
The Federal tax on corporation

profits is the tax which is most
important in its effect on business
operations. There V are other
taxes which are of great concern
to special classes of business.
There are many problems of State
and local taxation of business
which become extremely urgent,
particularly when a corporation
has no profits at, all. However,
we shall confine our discussion to

the Federal corporation income
tax, since it is in this way that
business is principally taxed. We
shall also confine our considera¬
tions to the problems of ordinary
peacetime taxation since, during
wartime, many tax measures, such
as the excess profits tax, have a

special justification.
Taxes on corporation, profits

have three principal consequences
— all of them bad. Briefly, the
three bad effects of the corpora¬
tion income tax are:

1. The money which is taken
- from the corporation in taxes
must come in one of three ways.
It must come from the people,
in the -higher prices they pay
for the things they buy; from
the corporation's own employ¬
ees, in wages that are lower
than they otherwise would be;
or from the corporation's stock¬
holders, in lower rate of return
on their investment. No matter
from which source it comes, or
in what proportion, this tax is
harmful to production, to pur¬

chasing power, and to invest-
ment.

2. The tax on corporation
profits is a distp^pp- factor in

* managerial judgment', a factor
which is prejudj^aLto clear en¬
gineering and economic analysis
of what will be/best for the
production and ^distribution of
things for use. /Add the larger
the tax, the greater the dis¬
tortion. * |y

if , 3. The corporation income tax
is the cause of cfbuble taxation.
The individual!/ taxpayer is
taxed once whepihis. profit is
earned by the corporation, and
mnce again wh|n, he receives

■
- the profit as a iiividend. This
double taxation |ofnakes it more

Jr difficult to get people to invest
their savings ia'/business than
if the profits of /business were

/■ only taxed onccf Furthermore,
stockholders wiM small incomes
bear as heavy burden under
the corporation||ncome tax as
do stockholders!With large in¬
comes.

, f?
Let us examine Stbese three bad

effects of the taxfqn corporation
profits more clofay. The first
effect we obserVeptwas that the
corporation income -/tax results in
either higher'pricfe lower wages,
reduced return on|investment, or
all three in combination. When
the corporation c income/ tax was'
first imposed'it n|ay have been
believed by some that -an imper¬
sonal levy could b£ plated on the
profits of a soulli s| corporation,
a levy which wou id! be ^neither a
sales tax, a tax >r|; wages, or a
double tax on 1/stockholder.
Obviously, this is| Impossible in
any real sense. Aviwrppration is
nothing but a m|thod.-Jof doing
business which i|r /embodied in
words inscribed oa # piece of pa¬
per. The tax mustJlpO/ paid by one
or more of the people/who are

parties at interest an the business,
either as customer, .as employee,
or as stockholder. | |. f*
It is impossible fo jknow exactly

who pays how mtj&i of the ta

for the company's goods and ser->
vices, and in lower wages, includ-:
ing conditions of work which are/
inferior to what they otherwise,
plight be. "
The reasons why the corpora¬

tion income tax is passed on, in
some measure, must be clearly un¬
derstood. In the operations of a,

company, the management of the,
business, directed by the profit
motive, keeps its eyes on what is,
left over as profit for the stock- ,

holders. Since the corporation
must pay its Federal income taxes-
before it can pay dividends, the J
taxes are thought of—the same as.-
any other uncontrollable expense
—as an outlay to be covered by
higher prices or lower costs, of;
which the principal cost is wages. ^
Since all competition in the same
line of business is thinking the>
same way, prices and costs will/
tend to stabilize at a point which'
will produce a profit, after taxes,
sufficient to give the industry,
access to new capital at a reason-'
able price. When this finally hap- :

pens, as it must if the industry is
o hold its own, the Federal in-/
?ome tax. on corporations wilL
ave been largely absorbed in,
igher prices and in lower wages.

The effect of the corporation in--
come tax is, therefore, to raise:
prices blindly and to lower wages-
by an undeterminable amount./
Both tendencies are in the wrong
direction and are harmful to the'
public welfare.
. Suppose the corporation income-
tax were removed, where would
the money go that is now paid
in taxes? That depends. If the.
industry is highly competitive, as;
is the case with retailing, a large,
share would go in lower prices,,
and a smaller share would go in.
higher wages and in higher yield"
on savings invested in the indus-;
try- If labor in the industry is,
strongly organized, as in the rail¬
road, steel and automotive indus-.
tries, the share going in higher;
wages would tend to increase. If,
the industry is neither competi-;
tive nor organized nor regulated—,
of which industries

# there are
very few—a large share would go
to the stockholders. Insofar as the
elimination of the present corpo¬
ration income tax would result in,
lower prices, it would raise the;
standard of living for everyone. ,:

The second bad effect of the;

corporation income tax is that it;
is a distorting factor in manage¬
ment judgment, entering into
every decision, and causing ac¬
tions to be taken which would not'
have been taken on business

grounds alone. The tax conse¬

quences of every important com¬
mitment have to be appraised.;
Sometimes some action which

ought to be taken cannot be taken
because the tax results make the
transaction valueless, or worse.
Sometimes apparently senseless,
actions are fully warranted be¬
cause of tax benefits. The results
of this tax thinking is to destroy
the integrity of business judg¬
ment and to set up a business
structure and tradition which does
not hang together in terms of the
compulsions of inner economic or

engineering efficiency.
The most conspicuous illustra¬

tion of the bad effect of tax con¬

sideration oh business judgment
is seen in the preferred position
that " debt financing - has over?'
equity financing. This preferred
position is due. to the fact that in¬
terest and rents,, paid on capital,
used in a business, are deductible
as. expense; whereas dividends
paid are not. The result weighs
the, scales always in favor of debt
financing, since'no income tax is

on corporation profits. The stock-Mpaid on the deductible costs of
holder pays some bf it, to the ex¬
tent that the returh on his invest
ment is less than |it would be i
there were no tax. But it is

equally certain tlfat the stock
holder does not pay all of the tax
on corporate income-r-indeed, he
may pay very little of it. After
a period of time, the corporation
income tax is figured as one of the / r

this form " of capital. This ten¬
dency goes on, although it is uni¬
versally agreed that business and
the . country generally would be
in a stronger position if a much
larger proportion of»all invest¬
ment were in common stocks and

equities, and a smaller proportion
in mortgages and bonds.
It must be conceded that, in

costs of production and it gets'ffmany cases, a high corporation in-
passed on in higher-prices charged come tax induces management to
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.make expenditures which prudent
judgment would avoid. This is
.particularly true if a long-term
-benefit may result, a benefit
which cannot or need not be
".capitalized. The long-term ex¬
pense is shared involuntarily
.by government with business,
and, under these circumstances, a
Jong chance is often well worth
taking. Scientific research and
institutional advertising are favor¬
ite vehicles for the use of these
cheap dollars. • Since these ex¬
penses reduce profits, they reduce
taxes at the same time; and the
cost to the business is only the
margin of the expenditure that
would have remained after the
taxes had been paid—the Govern¬
ment pays the rest. Admitting
.that a certain amount of venture¬
some expenditure does result from
.this tax inducement, it is an un¬
healthy form of unregulated sub¬
sidy which, in the end, will soften
-the fibre of management and will
result in excess timidity when the
risk must be carried by the busi¬
ness alone.

The third unfortunate conse¬

quence of the corporation income
•tax is that the same earnings are

taxed twice, once when they are
earned and once when they are

distributed. This double taxation
causes the original profit margin
to carry a tremendous burden of
tax, making it difficult to justify
equity investment in a new and
growing business. It also works
contrary to the principles of the
progressive income tax, since the
small stockholder, with a small
income, pays the same rate of
corporation tax on his share of the
earnings as does the stockholder
'whose total income falls in the
.highest brackets. This defect of
double taxation is serious, both as
it affects equity in the total tax
structure, and as a handicap to
the investment of savings in busi¬
ness,

h . .

Any one of these three bad ef¬
fects of the corporation income^
tax would be enough to put it
.severely on the defensive. The
three effects, taken together, make
■an overwhelming case against this
.tax. The corporation income tax
is an evil tax and it should be
.abolished.
• The corporation income tax
-cannot be abolished until some
method is found to keep the cor¬
porate form from being used as
a refuge from the individual in¬
come tax and as a means of ac¬
cumulating unneeded, uninvested
surpluses. Some way must be de¬
vised whereby the corporation
earnings, which inure to the in¬
dividual stockholders, are ade¬
quately taxed as income of these
individuals.

The weaknesses and dangers of
•the corporation income tax have
■been known for years, and an ill-
fated attempt to abolish it was
made in 1936 in a proposed un¬
distributed profits tax. This tax,
as it was imposed by Congress,
had four weaknesses which soon
drove it from the books: First,
the income tax on corporations
was not' eliminated in the final
legislation, but the undistributed
profits tax was added on top of it.
Second, it was never made abso¬
lutely clear, by regulation or by
statute, just what form of dis¬
tributed capitalization of with¬
held and reinvested earnings
would be taxable to the stock¬
holders and not to the corpora¬
tion. Third, the Securities and
'Exchange Commission did not set
forth special and simple regula¬
tions covering secumties issued to
*c a p i t a 1 i z e withheld earnings.
•Fourth, the earnings of a corpo¬
ration were frozen to a particular
fiscal year, with none.of the flex¬
ibility of the carjy-fpFward, ,car-
ry-back provisions of the present
law.■: i Ir.. .v. y -.■ •.

X, Granted that the corporation in¬
come tax must go, it will not be
easy to devise protective meas¬
ures which will be entirely satis¬
factory, The difficulties are not
merely ■ difficulties of technique
and of avoiding the pitfalls of a
perfect solution impossible to ad-

Too Many Old Men At
The Helm Of Science

(Continued from first page)
"Their retention is denying ad¬

vancement to younger men at the
very age when; these younger men

may be expected to be entering
those years wbSen their maximum
efficiency will be attained. Earlier
retirement age<5 or transfer for
men engaged w. work requiring

originality is indicated."
Dr. Midgley "explains that he

does not;mean fthat men over 40
are of no use to society, for "it is
too evident that they are. But
their usefulness is distinctly of a
different nature from the useful¬

ness of youth.
"Youth is original and creative,

while. age is simply experience.
Both are essential elements on any
team that is to make for lasting
progress. I fam not complaining
that we have old men in active

service; but I do complain about
having old men in young men's
places."
As evidence of youth's greater

creativeness, Dr. Midgley cites an

unpublished Patent Office "Table
of Important Inventions", ranging

k

minister, but are questions of prin¬
ciple that raise issues as to the
proper locus of power over new

capital investment.
In the report on fiscal and mon¬

etary policy which H. C. Sonne
and I made to the Business Com¬
mittee of the National Planning
Association, we suggested a 5%
tax on corporate profits, which
would represent the value of do¬
ing business in the corporate
form; a 16% tax on undistributed
profits, and a continuation, for the
time being, of the present tax of
25%, on long-term capital gains.
Although such a proposal lacks
complete logical justification,
nevertheless it has the advantage
f simplicity.
Assuming a continuance of the

carry-back, carry-forward provi¬
sions, it is our opinion that a 16%
tax on undistributed profits would
tend to cause corporations which
have easy access to the capital

| markets to finance their capital
requirements in due course rather
than withhold earnings, and that a
tax of 16% will not.be an undue
burden on corporations which
otherwise would have to pay a

selling commission and incur
other expense to raise additional
capital funds.
The 16% tax .on undistributed'

profits, and the 25% tax on capi¬
tal gains, seems to us to be a suf¬
ficient tax on the individual who
realizes his profits from the oper¬
ations of a corporation, not in in¬
come distribute^ to him as divi¬
dends, but in IJie sale of his se¬
curities at a price higher than his
original Investm^,
Can the Government afford to

give up the corporation income
tax? This really, ishpot the ques¬
tion. The question is this: Is the
corporation a i-fayorable way of
assessing taxes] on the people—on
the consumer,! the workers and.
investors—who, after all, are the
only real taxpayers? It is clear
from any poirft of view that the
effects of the corporation income
tax are bad effects. The public
purposes to be served by taxation
are not thereby well served. The
tax is uncertain in its effect with
respect to the stabilization of the
dollar, and it is inequitable as part
of a progressive levy on indi¬
vidual income. It tends to raise
the prices of goods and services.
It tends to keep wages lower than
they otherwise might be. It re¬
duces the yield on investment and
obstructs the flow of savings into
business enterprise. The elimina¬
tion of the corporation income tax
from the tax system will increase
the effectiveness of our fiscal and
monetary policies and, by broad¬
ening markets for goods and ser¬
vices, will strengthen business for
its task of producing goods, pro¬
viding employment, and giving
the people a place where their
savings can be invested. , -

from the steam engine by Watt
to the airplane by the Wright
brothers. ' "v j ;

p, Of these inventions, eighty-five
in number, 46 were by men 35
years old or less. Fifty-eight were
by men under forty. Thomas Edi¬
son made the list five times, with
inventions patented at the ages of
24, 27, 30, 32 and 46.
• Dr. Midgley, who is Vice-Pres¬
ident of Ethyl Corporation, was
•33 when he attained fame by
his discovery of tetraethyl lead,
which has made possible spectacu¬
lar advances in automotive and
aircraft engines, and which has
contributed vitally to the success
of Allied air power on the world's
battlefronts.

The Patent Office list, prepared
some years ago, begins with Sir
William Perkin, inventing aniline
dyes at 18. Then comes William
Siemens at 20 with the steam en¬

gine governor, Bessemer at 21
with electroplating, Marconi at 21
with his first patent on radio,
Edison at 24 patented the stock
ticker, Howe at 26 the sewing ma¬
chine, Whitney at 27 the cotton
gin, Watt at 29 the steam engine,
Bell at 29 the telephone, Mergen-
thaler at 30 the first linotype,
Nobel at 34 dynamite, Eastman at
34 the kodak camera,, the Wrights
the airplane at 34 aha?r38, Fulton
at 36 the submarine, Goodyear at
39 patented vulcanization of rub¬
ber.

Fulton at 42 patented his steam¬
boat, Siemens at 44 the dynamo
and open hearth process, Stephen¬
son at 45 the first successful loco¬

motive, Morse at 46 brought out
the telegraph, Roentgen made his
X-ray machine at 50, Daimler pat¬
ented his gasoline vehicle at 52,
and Harvey patented Harveyized
steel at 67, the end of the list.
The original work leading to a

patentable invention often is done
some time before the actual in¬
vention itself results, and this must
be considered in trying to reach
a true measure of the originality
factor for various age levels, Dr.
Midgley says. On the other hand,
there are fewer men aged 401 than
24 oi; 25 due to intervening'mor¬
tality. Men in their early 20's
often have a stronger motive to
make their mark and make money

than older colleagues of 50 who
might make less effort to repeat
earlier successes. And many men

who develop outstanding inven¬
tions are called upon to spend
much of their later life in looking
after their commercialization.

But in view of the greater
creativeness and originality in
youth, Dr. Midgley says, "it would
seem foolish to increase the time

required for formal education
beyond what it now is as such in¬
creases would definitely encroach
upon the most valuable years for
actively prosecuting research and
development."
His own generation, Dr. Midg¬

ley declares, has received an "un¬
earned dividend" in life. The life

expectancy, statistically, has risen
from 40 years at the time he was
born until now it is 62 years. Con¬
tinuing medical strides are further
extending the average human life
span.
"In a community where the

average life span is 40 years, men
over 40 would be looked upon as

aging, and men of from 20 to 25
would be looked upon as old
enough to be given responsibilities
and advancement commensurate

therewith. Such were the condi¬
tions when my generation was

young.
"Look at them today. A man

needs to be well over 60 before

being looked upon as aged, while
a chap of 30 is looked upon as a

boy still lacking in experience.
Thus my generation has enjoyed
a longer term of responsible ser¬
vice as young men than any that
ever preceded it." ....

Dr. Midgley says that his gen¬
eration has been "accepting this
unearned dividend in life, and a
kind of youth, quite unconscious
of the fact that in so doing we
were encroaching, to an unjusti¬
fiable extent, upon the preroga¬
tives which belong to youth; ab¬
solute youth. Every executive who
has lived beyond the age of 40 is
guilty, to some slight extent, of
not getting out of the way of the
younger man so that their normal
advancement could take place as
it would have taken place in all
previous generations. Merely liv¬
ing and being looked upon as

young is no substitute for youth.
Youth is not relative, but abso¬
lute. Nor can all the hormones
and vitamins in nature alter the
fact."

"One might get the impression
that I feel we could do much bet¬
ter with younger men at the head
of' our militar/ operations,"" but
"I have no such feeling," Dr.
Midgley adds. "There is probably
no other human activity that more
urgently requires having the
right men in the right places. Mil¬
itary authorities are well aware
of this fact."

The army ranks are best served
by youth, Dr. Midgley points out.
As for the high command, "Alex¬
ander had conquered his world at
25; Hannibal was only 26 when he
became commander-in-chief of the
armies of Carthage; Napoleon

proved himself the greatest miliv
tary genius of our modern world
at 27; Caesar alone of such men
was 40 before his genius became
outstanding.
"Naturally we wonder if we

might not be better off had we
chosen younger men for our high
command. Return once more to

history; but with less impatience
for an answer. Napoleon was ulti¬
mately defeated by men his senior;
with all his genius Hannibal ended
in defeat and the extermination
of his nation; Caesar was assassi¬
nated, leaving only Alexander to
die in honor and by natural causes.
He drank himself out at 33. Von

Moltke became recognized as a

great strategist only at the age of
66, and was over 70 when he led
the Prussian armies against France
(1870) in one of the most bril¬
liantly planned and executed cam¬

paigns of modern time.
"It is our confirmed opinion that

the inroads they have made on
the ranks of young professional
chemists engaged in war produc¬
tion and research, simply for the
purpose of getting a few more
younger men into the ranks of the
Army, is a short-sighted policy.
No one denies the essentiality of
the chemist's work, in both pro¬
duction and research, in prosecut¬
ing a successful military cam¬
paign. • .

"Without such service any army

is doomed to defeat and destruc-
tion quite as surely as though it
had no men in the ranks whatso¬
ever. Also, bear in mind that the
work of the chemist arrives at the

fighting front in completely fin¬
ished form. Chemists are not re¬

quired for its proper functioning
in battle. Now, when one con¬
siders that even during peacetime
normal production there has never
been a surplus of trained chemists-
to serve industry, the handicap
under which wartime chemical in¬

dustry is placed when its ranks
of trained chemists are depleted
in order that the army may have
a few more young men can be
easily understood."
Dr. Midgley concludes: "For

genius and display, take youth;
for cold calculation and planned
execution, take age."

McGinnis Begins Lectures
At N. Y. Inst. Of Finance
Patrick B. McGinnis began a

new series of 10 lectures on "Re¬
ceivership Rails" at the New York
Institute of Finance, 20 Broad St.,
New York, N. Y., on Monday,
September 11, at 5:15 p. m. Mr.
McGinnis is a partner of Pflug-
felder, Bampton & Rust.

This appears as a matter of record only and is under no circumstances to be con¬
strued as an offering of these Bonds for sale or as an offer to buy, or as a

solicitation of an offer to buy, any such Bonds. The offering is made
'

not only by the Prospectus,

NEW ISSUE

$10,000,000

.-tor »ij

The Connecticut Light and Power Company
First and Refunding Mortgage 3% Bonds, Series I, due 1974

Dated September 1, 1944 Due September 1, 1974

Interest payable March 1 and September 1 ' . ■ v;;

Price 105%% and accrued interest

Copies of the Prospectus dated September 12, 1944, describing these Bonds and giving
information regarding the Company may be obtained in any State from only
such dealers participating in this issue as may legally offer these Bonds

under the securities laws of such State.

Putnam & Co.*

The First Boston Corporation

Chas. W. Scranton & Co. Estabrook & Co.

Smith, Barney & Co.Harriman Ripley & Co.
Incorporated

Blyth & Co., Inc. Drexel & Co. Kidder, Peabody & Co. Coffin & Burr
V Incorporated

September 12, 1944

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



1148 THE COMMERCIAL & FINANCIAL CHRONICLE Thursday, September 14, 1944

TheCharter 01 Financial Freedoms
Fund is

(Continued from first page)
correct maladjust-1 against another, within the limits'

of available quotas.
"to

ments" in the balances of pay¬
ments, maladjustments arising on
what is called current accounts,
such as commercial transactions,
not those due to "capital trans¬
actions". As to the Bank, its loans
and guarantees shall be made
available for individual projects to
carry internal reconstruction or
development in the borrowing
country.
Each and every credit transac¬

tion of the Bank must have a spe¬
cific and defined purpose. In the
Fund, there will be no credit con¬
trol to speak of, since all the bor¬
rower has to show is a deficiency
in the currency with which to ful¬
fill his external obligations. This
is the fundamental difference be¬
tween the Bank and the Fund:
that in the latter, the credit is
forthcoming in an automatic fash-
ian. limited only by the available
quantity of creditor-currency,
while the Bank is (at least on

paper) a bank in the conventional
sense of the word that might ac¬

cept or refuse a request for credit.
The terminology is chosen accord¬
ingly: the agreements speak of
loans granted or guaranteed by
the Bank, but carefully avoid any

i such term in connection with the

Fund, which is supposed merely
to "exchange" one currency

The Bank shall have at least the

possibility of controlling the uses
to which the capital it distributes
will be put—a theoretical possibil¬
ity in view of the debtors' control
of the management—while in the
Fund the debtor countries have a

right to draw upon the available
gold or dollar holdings virtually
without regard to the use they
make of them. The timing of the
dollar-demand on the Fund de¬

pends on the debtors, while the
means of the Bank can only be
called upon after discussion and
consideration, which take time,
and only to the extent that the
management will agree upon each
individual request. The Fund can¬
not discriminate between would-
be borrowers, while the Bank may

choose between potential debtors.
In other words, the Bank is sup¬

posed to be a bank that will "sup¬
plement p r iw; a t e investments",
"when private capital is not avail¬
able on reasonable terms"; which
means an elaborate international

organization to carry bad risks.
(League of Nations' credits to dis¬
tressed countries are comparable
precedents.) The Fund, on the
other hand, will be a perfect
novum—an automaton that pro¬
duces dollars for the needy mem-

What's the

» rj:
1...
{:: '■>.

Li¬

lt's the telephone'rush. Every night
thousands of service men and women

dash to the nearest telephones to tall:
with families and friends at home. Most

of the Long Distance calls from camps
and naval stations are crowded into a

few short hours. v

Many circuits are likely to be crowded
at that time and it helps a lot when you

"give 7 to 10 to the service men."

BELL TELEPHONE SYSTEM

, bers, up to 200% of the "contribu¬
tion" of each.-

War-Time Balances

The so-called war-time balances

(now frozen in London) are no

concern of either institution. The

problem was raised last year in
the original Keynes proposal; the
White plan went into elaborate
details to develop a method - of
handling the <$hort-term external
debt of Britain, which amounts to
well over $6 billions, and is esti¬
mated to reach $12 billions. Wash¬
ington was more worried than
London. .Now, the matter is
dropped altogether.
The reason is that there is no

imminent danger, so far as Britain
is concerned. The bulk of that
debt is due to members of the

Empire, more than half of it to
India. Statistically, such a debt
constitutes the same kind of prob¬
lem that Germany faced in 1931.
But economic realities are entirely
different. No foreign bankers or
bondholders can make a run on

London as they did on Berlin. The
claims of India are in effect claims
of one British governmental de¬
partment against another. Canada
has indicated her willingness, to
convert her balances into long-
term British securities (at a very
low interest rate). Eire will 'be
careful ftqVto press her claims too
hard since British commercial re¬
taliation would close her export
outlets. If Brazil should be too

insistent, she might be reminded
of the arbitrary scaling down of
British-held B raz i 1 i a n invest ¬

ments. Argentina as a creditor, is
in a position similar to Eire.v In
short, London will take care of
the question by inducing the cred¬
itors to convert the excess of their
claims (beyond . "working bal¬
ances") into long-term paper, or
to take them out in the form of
British exports. r;

Dodging The Issue <

Of course, the problem of war¬
time balances is not solved but

merely disregarded, and they will
have to be dragged along. But
what of the bulk of the interna¬
tional post-war demand for* dol¬
lars (or gold)? The obvious pur¬
pose of both the Bank and the
Fund is to satisfy that demand of
unknown magnitude, limiting the
amount available to the size of our
share in the one ($3,100 millions)
and of our quota ($2,750 millions)
in the other. These $6 billions,
with the proviso that we are peri
mitted to put in more, plus almost
negligible sums from minor cred¬

itors, constitute the net total at
the debtors' disposal.
It should be apparent at once

that the Bretton Woods agree¬
ments deal only with what the
participating governments regard
as* ti small fraction of a vastly
larger demand. It is characteris¬
tic, for example, that Russia in¬
sisted on a higher quota in the
Fund, but. not in the Bank, im¬
plying that she will not take ad¬

vantage of the lending facilities
of the latter—great powers don't
like to be classified among the
non-marketable risks—and that
her long-term demand for dollars
will have to be satisfied through
other channels.

Some indication of what we are

heading for came from foreign
centers direct. While the confer¬
ence was on, or shortly after, Brit¬
ish officials gave out the hint that
their country is "broke" and will
need $2V2 billions "and up" in
annual lend-lease. From De
Gaulle's headquarters came the
announcement that France will
need $2 billions at once. The
Chinese government persists in ijts
demand for a billion annually for
the next decade. An indirect in¬
dication of the forthcoming Soviet
need for foreign capital is their
fantastic reparation claims. In¬
deed, the $32 to $35 billions which
the members of the Fund could
have drawn from the U. S. along
the lines of the original Keynes
plan appear to be a far more rea¬

listic figure than the $6 billioiis
of Bretton Woods.

The fact is that the conference

has dodged the issue as a whole.
Instead, it produced, a patchwork
of piecemeal approaches which the
sponsoring governments do not re¬
gard as final or satisfactory. This
is perhaps the most serious objec¬
tion to Bretton Woods: that it
didn't face tti& problem it was sup¬
posed to solve. Perhaps, it was
assumed that public opinion in
the United States is not prepared
as yet to go beyond the $6 billions,
and that once that amount is ex¬

hausted it might be persuaded to
throw in fresh chips.
The London Economist brought

out the question bluntly by ask¬
ing: "What are the prospects of
America so greatly increasing its
purchases from, or lendings to,
other countries as to bring its bal¬
ance of payments into equilib¬
rium?" It actually warns the Brit¬
ish government against ratifying
the agreements before that ques¬
tion is answered, implying that
the $6 billions are a mere drop in
the bucket.

• Preparing For Default

The statutes of the Fund itself
make that plain, by elaborately
preparing for the point at which
the mechanism will break down.
Debts to the Fund are supposed to
be liquidated annually, if not fast¬
er, but the statutes relieve the
debtors of this obligation if, e.g.,
their gold and other monetary re¬
serves fall below their quota: in
the Fund. The members are sup¬
posed to maintain their currencies
at a par (which they are free to
choose themselves, mind you), but
the Fund has to relieve them of
this obligation whenever a "funda-
m e n t a 1 disequilibrium" arises,
whatever that means, or if and
when a currency they need (mean¬
ing dollars) becomes scarce—when
our contribution is exhausted and
no more is forthcoming. Similarly,
foreign exchange restrictions are

taboo, except when applied against
"capital transactions" which go
beyond "reasonable amounts",
whatever that is; but they may be
resorted to whenever either the
debtor-member's quota (i.e., its
"right" to borrow) or the dollar
holdings of the Fund have been
depleted. Lastly, if a member
quits, his debt should be liquidated
in a period of not less than five
years, and no measures to enforce
payments are foreseen.

The statutes of the Fund read
like an organized preparation for
forthcoming devaluations, ex¬
change restrictions, and outright
defaults. The entire structure of
Bretton Woods is built on the as¬

sumption that the institutional
set-up is not sufficient to bring
about any permanence ofexchange
stabiliation or of international
equilibrium. On what grounds is
this a s su m p t i o n based? Why
shouldn't six billion dollars suffice
to get the distressed couritries
started, so to speak? Why not rely
on the mechanism of suoply and
demand, on;'fb6 ^natural" flow of
capital from rich to impoverished
countries, on "the higher interest
rate and lower post level of the
latter that would attract capital
to them and correct their trade
balances?

Financial Anarchy
But that mechanism of interna¬

tional price and interest rate ad¬

justments, which is basic to the
free flow of goods and of capital,
and which in the past has been
instrumental in restoring dis¬
tressed balances of payments—
that mechanism is the very thing
to be discarded. It should not be
relied upon because it is not desir¬
able, according to the standards
and ideologies of those who framed
the Bretton Woods agreements
How they visualize the system of
international economic relations is

indicated, at least by implication
by the agreements themselves, and
explicitly in such public state¬
ments as an authoritative address
of Keynes to the House of Lords

■ The Fund has to have no con¬

trol whatsoever over the internal
policies of the borrowing mem¬
bers, as mentioned before. All it
can do is to check that its dollars

are not used by a member, say, to
buy American securities. But in¬
asmuch as they are used to buy
goods, there is no control provided
against speculative piling up of in¬
ventories, or the purchase of for¬
eign goods wnicn serve for an

economically unjustified expan¬
sion. This freedom of the members
to use the dollars of the Fund is
underscored by the statute stating
that tne Fund cannot object to a

member's devaluation "because of

the domestic, social, or political
policies of the member proposing
the change." In other words, each
member is free to keep its cost
and price levels so high as to be
unable to export, or to indulge in
excessive imports, and yet be per¬
mitted to oraw on the Fund to

pay for its imports. It is free to
noid its interest rate artificially
lew so as to cease attracting for¬
eign capital, and yet it is to draw
on the Fund to substitute for that

capital. And all this shall go on
until the whole structure collapses
—and beyond.
Lord Keynes, who claims the

spiritual authorship, made clear
beyond the shadow of doubt the
underlying ideas, echoed by nu¬

merous London and Washington
insiders. They may be summar¬
ized as follows:

1. Eacn country is to retain un¬
limited sovereignty over its "in¬
ternal" economic policies. It may
manipulate its wage and price
structure as it pleases. It may
maintain artificially (by money

printing) its Cheap Money policy,
especially dear to the Keynes
school of inflationists. It may run

national deficits, and finance them
by inflationary methods. All this
will affect international economic
relations and thereby the pros*
perity of other nations^ but it's
none of their business.

2. The same freedom is to be
granted each country (except
one!) to determine the gold con¬
tent of its currency. (Keynes:
"We are determined that, in
future, the external value of
sterling shall conform to its in¬
ternal value as set by our own
domestic policies, and mot the
other way round.") British of¬
ficials are most emphatic about
their freedom to devalue, which
they call an elastic monetary sys¬

tem, in contrast to what they have
come to regard as the rigidity of
the gold standard.

3. Every nation (except one!)
is to retain its freedom of com¬

mercial policies: it may set its
own tariff, subsidize its exports,
etc.

4. Every country (except one!)
shall be free to regulate its for¬
eign exchanges so as to control
capital movements. (Keynes: "Not
merely as a feature of the tran¬
sition, but as a permanent ar¬

rangement, the plan accords to
every member Government the
explicit right to control all capital
movements. . . > Countries . . .

may find it necessary to scru¬
tinize all transactions, so as to
prevent evasion of capital regu¬
lations,'-)

Financial Freedoms—At Whose ,

Expense?

By .implication, the Bretton
Woods project represents a char¬
ter of financial freedoms for the
debtor countries, but of course

not for the creditors. Indeed, all
the debtor freedoms presuppose
that a creditor is willing and able
to take it on the chin. If the
United States would embark on

devaluations and exchange regu¬
lations, that would obviously end
the game. We are supposed to
import more by reducing or elim¬

inating tariffs and refraining from
export boy#jie^ The freedom of
the'r.debtors Siiieans that they
should be, nujq sell to, or bor¬
row from the. creditor, .who in
turn is to stand ready to buy and
to lend. And this is not meant
merely as a matter of temporary
adjustment. As Lord Keynes nut
it in his picturesque language: the

( creditor country "will no longer
J be entitled to sauare the account

j.bv saueezing, gold, out of the, rest1 of us." All the squeezing shall be

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



.Volume 160 Number 4316 • 'THE COMMERCIAL & FINANCIAL CHRONICLE l>.} T
: . : ' •. v:: - ■■ • ... : ,, ... . ' : v r

1149

the other way around. "If by no
other means, than by lending, the
creditor country will always have
to find a way to square the ac¬
count. . . ."
Briefly, we shall accept pay¬

ment fpr the initial $6 billions in
whatever products the others have
to offer at whatever price, or else
we can go on lending ad infinitum
with no regard to yield and assure
/the safety of the principal by
fresh lending.
The fallacy should be obvious.

Politically, no country will ever
tolerate an open or concealed
control over its commercial pol¬
icies and monetary actions, if its
competitors are not subject to
similar restraints. Financially, no
Country can afford to lend indef¬
initely, especially not if it is called
upon to deliver the same capital
goods which it needs itself (for
reconversion and expansion) and
at the same time at which it needs
them at home. Economically, no
country can consistently deplete
its resources by investing for no
return, or in exchange for foreign
goods which don't offer price ad¬
vantages over those produced at
home.

Better Than Nothing?

Critics and believers of these
international projects agree on
one thing: that they will serve
"trade expansion" rather than
"exchange stabilization." It may
be more precise to state that they
will produce temporary rather
than lasting results. Even so, says
the chorus, they are better than
nothing. ,;•.. • ■. .;
The Better-Than-Nothing the¬

ory is based on two naive assump¬
tions. One is that an artificially
stimulated trade expansion, tem¬
porary as it may be, is beneficial
to some and cannot do harm to
any. The other is that there is
no alternative under the givm
circumstances, and we should
make the best of these projects in
spite of their shortcomings.2
In reality, the giving away of

capital goods in large quantities
may be very harmful to the credi¬
tor as well as to the debtor. In
the creditor country, it may con¬
tribute to an inflationary trend,
upsetting the internal equilibrium.
In the debtor country, it permits
the survival of rigid price and
wage structures and of sticky
vested interests. In both, a policy
of wasteful expansion is likely to
result in disappointments and dis-
illusionments. The final restora¬
tion of equilibrium will not be
promoted, and the postponement
of the problem may make the
solution far more difficult.
Nor is it true that there is no

alternative. The alternative is to
restore free capital markets, which
presupposes not only legal secur¬
ity, but also the elimination of
arbitrary interferences, such as
devaluations, exchange regula¬
tions, and other controls against
which the entrepreneur is in no

position to hedge. But of course,
this means a painful process of re¬
adjustment and readaptation, such
as by balancing budgets, and
that's exactly what shall be
avoided with the aid of the Bret-
ton Woods machinery, which
would fill the gap for a while by
an international credit inflation.
(Keynes: "The wheels of trade
are to be oiled by what is, in ef¬
fect, a great addition to the
world's stock of monetary re¬
serves. . ." that "can be increased
subsequently. . . .")

The Creditors Revolt
A serious aspect of this interna¬

tional credit planning is ifs lop¬
sided emphasis on debtor,-inter¬
ests. The consequence js resent¬
ment in the cbuirari|^wliich are in
an actual or potential creditor po¬
sition, endangering the future
prospects of monetary coopera¬
tion. * • .r- ;
The resentment created m

broad circles of the U. S. is well-
known. But even within the Em¬
pire, resistance has reached the
stage of monetary disunity. To
2 For a presentation of those arguments,

"classical" in its naivete, see Prof. J. Viner
in the New York "Times" of Aug. 20 (book

OUR

REPORTER'S
REPORT

Bankers who handle the financ¬

ing of the country's major cor¬
porations experienced a busy time
of it this week, particularly on
Monday and Tuesday, when they
were engaged either in preparing
to bid for an unusually large
roster of new issues or, in tne
case of the two negotiated under-
writings, putting the finishing
touches to their actual marketing
plans.
It is not often, or at least it has

not been often in recent years, that
new offerings have come in. such
concentration as occurred this
week.

Tuesday was the really big
day, bringing two actual offer¬
ings to the public, plus the of¬
fering to banking groups for sale
in competition of three other
issues, including the huge Great
Northern Railway refinancing
involving $100,000,000 pf new
securities.

There had been no little mis¬

givings in some banking quarters
that the massing of this batch of
new offerings might result in
some confusion with regard to the
"credit carry" which would be re¬

quired for firms participating in
more than one of the operations.

There was no concern as re¬

garded the actual capital and
credit positions of those firms,
but rather of the restrictions
under which all registered bro¬
kers and dealers operate.

As regards the two utility pre¬
ferred stocks sold on Monday and
the Great Northern bonds and
Empire District Electric bonds and

quote the "Financial News" (Lon¬
don) of Aug. 1: ". . . During re¬
cent months . . . signs, of weak¬
ening of the unity of the monetary
policy of the Empire appeared to
have become noticeable. Influen¬
tial political and business interests
in India have declared themselves
in favor of a return to gold. Can¬
ada is wavering between the op¬

posing monetary principles ;<pf
rigidity and elasticity." \Jt,j;
Last March, the South African

Government announced its ipteqr
tion to rely, after the war, on the
free market for gold, thereby re¬
fusing to enter into the strait-
jackets of a manipulated and
regulated Pound Sterling. Lately,
the Governor of that Dominion's
Reserve Bank came out bluntly
in favor of a "rigid" gold standard
—just at the tin^p ,of phrasing the
Bretton Wood?f Agreements. A
similar preference,Aior "h a r d
money" is to be expected aJJ over
the Near East as: ll as iij fLatin
America, to say ^nothing of the
gold-saturated European neutrals:
Sweden, Switzerland, Turkey,
Portugal, and probably also Spain.
Even the Soviet point of view in
favor of gold (in relation to capi¬
talistic countries) has been made
explicit in an article of the official
Soviet magazine, "World Economy
and World Politics "3
The implications for Britain

should be obvious. She may en¬

joy Cheap Money and high nomi¬
nal wages, plus Full Employment
and Beveridge Plans, all financed
by an endlessly growing debt. But
she can do so only by following a

purely - defensive policy of self-
sufficiency, enforced by strict con¬
trol of commodity imports and
capital exports, which throws the
burden of losses and declining
markets on other countries. In
the long run, even the best friends
of England are likely to be dis¬
appointed by such short-sighted
egotism. A Sterling Area of bank¬
rupt European countries — and a
non-cohesive one at that—will be
a poor substitute for the markets,
outlets, and credit facilities of the
solvent sectors of the world.

common stock, auctioned on'Tues¬
day, it is a safe guess that the
several syndicates which bid for
these securities embraced the bulk
of the underwriting and distribut¬
ing firms throughout the country.

Accordingly, there was con¬

siderable doubt in certain quar¬

ters that the nation's investment

banking setup could have at-
i tempted to handle another issue.
Had not the Birmingham Elec-
tric's projected offering of $10,-
000,000 been put over until
probably next Monday the full
test would have been on.

Wide Apart on Great Northerns
Bankers' ideas of what the mar¬

ket would take appeared to be
poles apart in the case of the bids
which made their appearance for
the Greht Northern's three new

series of bonds.

Standing among the largest
new undertakings of the year

the railway's project included
$35,000,000 to mature in 1960;
another $30,000,000 to mature in
1970 and $35,000,000 slated to
come due in 1980. . . .

Only two groups submitted bids
indicating that both./ syndicates
were nationwide in ciope, to as-
Sure wide and succ^sM^istrib-
ution of the issues.

The winning group bid 100.88
for the 1960 bonds as V/ss;
also 100.13 for the 1970 matur¬

ity carrying a 3%% coupon and
100.76 for the 1980's as 314s.
The same group offered separ¬

ate bids of 100.16 for thev 1970's
and 100.81 for the 1980's.

The other syndicate, headed by
banking interests long prominent
in railroad financing, bid 100.566
for the 1960's; sought the 1970's
on a bid of 98.771 and the 1980's
on a bid of 98.303.

Plenty of Work

Preparations for handling this
exceptional array of new emis¬
sions kept the underwriting* fra¬
ternity both in New York and in
other major centers of the coun¬

try on its toes. There was plenty
of footwork as underwriters went
through the customary procedure
of holding first their preliminary
sessions and then their final meet¬

ings.
Meantime much work was done

in rounding up and advising group
participations through the medium
of the telephone, telegraph and
the mail. And in these days of
wartime stress, with first things
first, such preliminaries are
neither the easiest nor the pleas-
antest of tasks.

Review Section, page 20).-
"

3 As reported bv the "Commercial &
Financial Chronicle" of Aug. 10, 1944.

Another Issue to Auction

An insurgent group of . stock¬
holders, small in number, but
none the less vociferous, has
forced another piece of corporate
financing into the competitive
market after it had practically
been arranged through negotia¬
tion.-;;^^,'; 'V;V'y;v': A.
•y Western Union Telegraph Co.
had virtually closed with; its
bankers to market its new securi¬
ties and had obtained the consent
of the vast majority of its stock¬
holders to the proposed new issue
at their meeting last Wednesday.
But a minority group raised ob¬

jections to the proposed conver¬
sion feature, and advocated that
the management study the situ¬
ation and call for competitive bids
from bankers.

A directors' meeting follow¬
ing the stockholder session, de¬
cided to pursue the latter course
and several groups are known
to be preparing to bid.
If some stories going the

rounds are well founded, and
recently similar reports have
proven true, it appears that ef¬
forts were made1 to have the
Connecticut Light & Power Co.% «.

$10,000,000 sold via the auction
route.

Report had it that one firm had
approached at least some of the
company's board with such a pro¬
posal. But evidently, if this was

true, the management decided to
ignore the suggestion and pursue
its established course.

Negotiations in Progress For
$100,000,000 Loan to Holland
It is reported that negotiations

have begun with a group of New
York banks for a loan of around

$100,000,000 to Holland for re¬
habilitation purposes. This is the
first of what may be a number
of similar negotiations with the
Governments of the devasted

countries, particularly those that
have formerly met their obliga¬
tions here and*" are not affected
by the restrictions of the Johnson
Act. Details of the negotiations
are still lacking and the exact na¬
ture of the proposed loan has not
yet been divulged. It is known
that several of the European na¬

tions that have been overrun by
the Nazis have/ deposits of gold
here as well as other assets which
could be used:as collateral. It is
expected that the State Depart¬
ment will be kept informed of the
negotiations and that some form
of approval will be required be¬
fore the actual loan contract is
consummated.

Miss Andress With

Kidder, Peabody & Co.
Mary Vail Andress, who was

the only woman officer of the
Chase National Bank when she
left that organization in 1940,.has
become- associated with the up¬

town office of Kidder, Peabody
& Co., members of the New York
Stock Exchange. For the last
four years, she has ben engaged
in the distribution of investment
trust securities.

Miss Andress began her banking
career in 1920, when she helped
organize the Paris office of the
Bankers Trust Company. Four
years later, she was made assis¬
tant cashier of Chase National

Bank, thereby becoming the first
woman officer in the main office
of a New York bank. In 1938,
she went to England to assist in
opening a branch of Chase in the
West End of London. .

General Tire And

Rubber Outlook
Atmand Englander, statistician

for Herzfeld & Stern,:30 Broad
Street, New York City, members
of the New York Stock Exchange,
has issued a study on General Tire
and Rubber Company, in which
he calls attention to recent devel¬
opments in the affairs of this com¬
pany, which may have an import¬
ant bearing on its future opera¬
tions.

Copies of this interesting and
informative study may be had
from Herzfeld & Stern upon re¬

quest.

Max Strauss Dead
Max Strauss, member of the

New York Stock Exchange, died
of a heart attack September 11th.
Mr. Strauss, a member of the Ex¬
change since 1925, in recent years
has been an independent broker;
from 1922-23 he was with Laden-
burg, Thalmann & Co.; 1914-22
with Hallgarten &. Co. Prior to
his coming to this country in 1908,
Mr. Strauss was with the banking
house of Baruch Bonn in Frank¬
fort, Germany.i, . l< *vV" :

NYSE Changes
Proposed transfer of the New

York Stock Exchange member¬
ship of Gregory C. Hunt to Adrian
Ralph Kristeller will be consid¬
ered by the Exchange on Septerri-r
ber 21st. It is understood that
Mr. Kristeller will be an indivi¬
dual member. •

Interest of the late Edward S.
Moore in Parrish & Co., New York,
ceased August 31st.

nfct (it

; 'a •;<
This announcement is neither an offer to sell nor a solicitation of any offer

to buy securities. The offering is made only by the prospectus.

NEW ISSUE

Pillsbury Mills, Inc.
(Proposed Changed Name of Pillsbury Flour Mills Company)

75,000 Shares $4 Cumulative Preferred Stock
(Without Par Value)

Price $100 Per Share .

plus accrued dividends in the case of shares delivered after September 15, 1944

A copy of the Prospectus may be obtained within any State from such of the
Underwriters named below and from such of the other Underwriters

as may regularly distribute the Prospectus within such State.

Goldman, Sachs & Co. ~ Piper, Jaffray & Hopwood

September 12, 1944
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A Post-Wai Federal Tax
Plan For High Employment

(Continued from page 1132)
of heavy taxation upon produc¬
tion and employment.

What the Major Objectives
Should Be

The colossal sums needed must
and can be raised by taxation. The
basic question is, how can they
best be raised? The various ways

by which money can be taken
from the people in taxes have an
all-important bearing on our
chances of achieving prosperity.
Wise choosing among tax alterna¬
tives can make a difference of
jobs or no jobs to many millions
of people; . %
Whatever tax system is devised,

we should always have clearly in
mind three broad objectives:
First, the tax system must im¬

pose the least possible restriction
upon an expansion of production
and employment. Particular care
should be taken not to discourage
the launching of new enterprises
and the natural urge of every
business man to try to make
his business grow, By the con¬
tinuous starting of new bus¬
inesses, and the steady growth
of old ones, more jobs get
created and more wages get paid-.
Care must also be taken that per¬
sonal income taxation does not

penalize unusual abilities, or un¬
dermine thrift, ambition and hard
work by unduly limiting the re¬
wards. This general objective
means, also, that taxes should cut
as little as possible into the buy¬
ing power of consumers; for the
more buying power each one has
the broader is the market demand
for all goods and services.
Second, taxes should be fair

among persons. They should fall
equally on persons in like circum¬
stances, and should rise progres¬
sively with ability to pay—that is,
as individual income increases.
This objective means, also, that
all citizens should contribute some

monetary support to the Federal
Government, except those with
incomes below minimum subsis¬
tence levels. It involves, too, in
so far as practicable, that each
citizen should be fully aware that
he is supporting the Federal Gov¬
ernment, and should know how
much he is paying. Moreover, the
concern about fairness should not
be concentrated solely at one end
of the income scale, but through
the range of all incomes.
Third, taxes must be adequate.

Having made sure that every
Federal expenditure is truly ad*
vantageous for the general wel--
fare, we must see that enough rev-;
enue is raised, in order to instil
justifiable confidence in the in¬
tegrity of the Federal Govern-,
ment, in the soundness of the? doL;'
lar, and in the safety of the Fed*'
eral debt as an investment. Di¬
rectly and indirectly that debt is
owed to the American people, and
constitutes a very large portion of
the savings upon which they rely
for protection against emergency.
There need be little conflict

among these three broad objec¬
tives; They can all be reconciled,
by careful planning, in the same
tax system. They have all been
kept constantly in mind in the
specific recommendations pre¬
sented later in this statement. ;
The key consideration, however,

has been post-war employment.
This emphasis has been made im¬
perative by the seriousness of the
problem. Reliable studies agree
that from 7,000,000 to 10,000,000
more jobs must be found in pri¬
vate production enterprise than
existed in 1940, and this great vol¬
ume of new peace-time jobs must
be created quickly. There is a
crucial relationship between that
problem and taxes. For if our

^present tax system were carried
over into peace-time, it would be
extraordinarily repressive upon
production and employment. In¬
deed, if the deliberate aim were

to hold down the peace-time vol¬

ume of employment, our present
tax system would go far to accom¬

plish it.

General Outline of the Plan

At the core of the proposed tax
program are the following five
major conclusions of the Commit¬
tee as to the necessary line of
action:
First, the graduated personal

income tax should provide at least
half of the total Federal revenues
needed, with a rate structure
which would give taxpayers at
all levels of income marked relief
from the present heavy burdens.
Second, excise and sales taxes

should be lightened as much as

total revenue needs will permit.
Third, taxation applied directly

against business operations should
also be lightened as much as total
revenue needs will permit.
Fourth, insofar as possible, seri¬

ous inequities of the present tax
system should be removed.
Fifth, Federal taxation should

be heavy enough both to end the
Jong uninterrupted rise in the
Federal debt, and to produce sur¬

pluses which will make possible
substantial debt reduction, when
a satisfactory high level of pro¬
duction and employment has been
reached.

Reasons for the Personal Income
Tax Proposals

The reasons why this Commit¬
tee believes that at least half of
total Federal revenues should
come from the graduated personal
income tax are:

First, it is convinced that this
form of taxation has less of a re¬

pressive effect upon production
and employment than do sales and
excise taxes and the taxation of
corporate profits;, provided that
tax rates on the upper-income
groups are lightened sufficiently
to give encouragement to risk-
taking; and provided, further, that
tax rates on the lower-income
groups are not so high as to limit
markets unduly.
Second, it is convinced that this

is the fairest form of taxation, be¬
cause it is the only one that can
be closely adjusted in accordance
with ability to pay.
Third, where the burden falls,

and who pays it, is clearly evi¬
dent. It is a common and mis¬
chievous fallacy about taxation
that it is possible to relieve in¬
dividuals of a tax burden by levy¬
ing taxes on goods; or on corpora¬
tions; or on transactions. The
truth is that all taxes have to be
paid by living persons, and in¬
escapably they always do come
out of the pockets of living per¬
sons, directly or indirectly. The
mere circumstance that in many
cases the taxpayer may be un¬
aware of the tax does not alter the
fact that he is paying it.
Fourth, with a tax structure

having as broad a base as the one

proposed here, some 40,000,000
taxpayers and their families
would be acutely conscious that
they were contributing to the
Federal Government. The result
should be to make citizens aware
of their stake in the nation, and
it should tend to more economy
and efficiency on the part of the
Government.

, Under the specific recommen¬
dations as to the Personal Income
Tax, it will be seen that careful
consideration has been given both
to the maintenance of mass mar¬

kets, and to the stimulation of
risk-taking.
As to mass-markets, the struc¬

ture provides that, out of a na¬
tional income of $140,000,000,000
more than $77,000,000,000 would
not be taxed at all under the per¬
sonal income tax. About four-
fifths of this would be received by
the lower-income groups.
As to risk-taking, the structure

also provides that tax rates be
lowered throughout the entire

range. This is necessary because
of the adverse effects of the pres-

I ent extremely high rates on risky
investment and hence on the vol¬

ume of employment.
It would be helpful if there

were more general understanding
of the precise situation that exists
with regard to the taxation of
higher incomes. Any extra mone¬

tary yield to be gained from the
upper incomes by higher tax rates
than those proposed would be far
more than offset by their wither¬
ing effect upon the total volume
of employment.
With national income as high as

$140,000,000,000, the total taxable
income in the tax brackets above

$10,000 is estimated at only around
$6,000,000,000. Of this, even with
the moderated rates proposed in
this tax program, nearly half
would be paid in Federal income
taxes. The taxpayers would, of
course, pay further sizable amounts
in other forms of Federal taxation,
and in State and local taxes.

Quite plainly, ambition and in¬
ventiveness and harder work and

more thrift are on the way to
atrophy when the individual must
pay any heavier levies than those
proposed.
Particularly in view of the criti¬

cal employment problem that will
exist after the war, the obviously
wise course for the nation is to

say in effect to all of its most en¬
terprising citizens: "Go ahead;
risk you money and put all the
effort and brains you have into
increasing the nation's production.
But doing this, you will be creat¬
ing jobs for other people, while
making money for . yourself and
this continuous job-multiplication
is the main thing we want to see

happening in this country. You
will have to pay in taxes a good
share of what you make, but you
will also have left a sufficient
share for yourself to make your
efforts worthwhile."

This Committee believes it
woul$ be most unwise to make
that Tetainable share less.than is

proposed under the rate structure
recommended here. There was

serious questioning, indeed, among
the group of economists advising
the Committee whether the rates

set are not too high to help em¬

ployment as much as it should be
helped from this direction.

Why Excise Taxation Should Be
Lightened

Excise and sales taxes are, of
course, paid by individuals just as
personal income taxes are. In¬
stead of paying the tax directly
and immediately to the Govern¬
ment, the individual does so at
one or two removes, the distrib¬
utor or manufacturer doing the
jdb of collection for the Govern¬
ment.

■The imposition of such taxes,
consequently, does not in the least
lighten the load of taxation upon
the great mass of citizens. It sim¬
ply serves to make the taxpayer
less aware of the tax burden.

In order to raise any large
amount of revenue this way, the
goods and services taxed must be
those that are widely, almost uni¬
versally, used. Consequently, there
is clear inequity here upon all
low-income taxpayers, for they
would pay a disproportionate
share of their incomes in taxes.

It is also true that excise taxes
on goods and services often raise
the price of the goods and services
by the amount of the * tax. The
adverse effect upon the volume
of employment in private enter¬
prise, particularly in mass produc¬
tion industries, is clears r
In view of these considerations,

the Committee recommends the
elimination of excise taxes except
those on liquor, tobacco and gaso¬

line, if needed. These are included
because of the large total revenue
requirements and because they
are heavy and stable revenue pro¬

ducers, easy and cheap to adminis¬
ter. There are also widely recog¬
nized social reasons for excise
taxes upon liquor and tobacco, and
a special reason for a Federal
gasoline tax if it is linked with

Federal highway extension and
improvement. ' • • •

The elimination of all excise
taxes, except those proposed,
means an additional lightening of
taxation on low incomes to a de¬
gree that will be surprising to
many. At a national income of

$140,000,000,000, if all ■ the present
excise taxes were retained, the
revenue yield from them is esti¬
mated to be around $6,000,000,000;
while the revenue from liquor,
tobacco and gasoline alone would
only come to around $2,900,000,000.
Accordingly, this particular rec¬

ommendation of the Committee, at
a national income of $140,000,000,-
000, would mean a saving in Fed*
eral taxes of around $3,000,000,000
a year, and this would represent
tax relief principally to families
With low and medium income. The
addition of this large sum of
money to the support of markets
for mass-production goods would
obviously help greatly in expand¬
ing production and employment
after the war.

How Taxes on Corporate Earnings
Affect Employment

By sensible changes in the taxa¬
tion of corporate earnings a great
advance can be made toward

achieving the nation's post-war
employment goal: namely, to
create seven to ten million more

jobs than existed in. 1940.
Obviously the employment of

many millions of workers is tied
up with the good or bad fortune
of the nation's five hundred thou¬
sand corporations; moreover, the
present corporate tax laws would
be so damaging to employment, if
carried over into peacetime, that
an intelligent change of them can
make an enormous difference in

the total volume of jobs available
after the war.

It is in the field of corporate
taxation that the popular fallacy
previously mentioned — namely,
that it is possible to relieve indi¬
viduals by taxes levied on inani¬
mate objects or on transactions—
does its greatest economic mis¬
chief. Most people forget that a

corporation is a legal fiction, and
that so-called "corporate taxes"
must actually come out of the
pockets of living persons, whether
or not they are aware of it.

■ When the tax money is traced
down, "corporate taxation" turns
out to be in part a tax upon the
income of stockholders, and in
part an indirect tax upon con¬

sumers, wage-earners, or both.
The indirect taxation occurs be¬
cause such taxes are accounted as

part of the costs of doing business,
and soon or late some part of the
tax gets passed on to consumers
in the form of higher prices for
the goods they buy; some part of
it, also, is invisibly borne by
workers in tine form of lower

wages, and salaries than they could
otherwise receiye. The consumers
and wage-earners are of course
unaware that they participate in
the payment of 'taxes levied in the
first instance on the earnings of
corporations, and this is true also
of most stockholders, particularly
small ones.

The obvious and primary aim
of corporate taxes is to enable the
Government to get its proper share
of stockholders' income. The cor¬

poration provides a convenient
means, politically and adminis¬
tratively, to that end; and no rea¬
sonable person nowadays would
dispute that the Government
should get as great a share of this
forlh of citizens' income as of all
other forms of personal income.
The crucial question is, when

and how is it best, from the point
of view of employment, for the
Government to get its proper share
of that income? Many people do
not realize that there are other

ways, beside taxing corporate
earnings, of fully reaching stock¬
holders' income, and they do not
have the disadvantage of being
shiftable in great part to con¬
sumers and wage-earners.

The Committee's position in this
matter is that the Government
should obtain its share of stock¬

holders' income as little as pos¬
sible through the corporations, and
as much as possible by necessary

changes in all the tax laws ap-~
plying to that income when indi*
vidiials actually receive it. If this
is done, tax rates applied directly
upon corporate earnings can be
greatly and beneficially lightened.
Because of the prevalent con-',

fusion about taxes in this area

(traceable largely to failure to
recognize that so-called "corpo¬
rate taxation" is actually taxation
of living persons) it is a natural
question to raise, why is it so ad¬
visable to take this course? The
Committee's proposed program, it
will be seen, contemplates con¬
siderable lightening of personal
income and excise taxation; why
not go even further in this direc¬
tion, by keeping higher rates than
are proposed on corporate earn¬

ings?"
The reasons are complex but

they can all be summed up in one
main simple answer: heavy taxa¬
tion of corporate earnings is ex¬

tremely and peculiarly damaging
to employment. It takes vital and
enormous funds out of the stream
of business operations just when
they are most likely to be used
and where they can most effectu¬
ally be used to increase produc¬
tion, create more jobs, pay out a
greater total of wages, or reduce
the prices of goods manufactured.
A primary defect of such taxes

arises from what might be termed
their psychological effect, oper¬
ating frorn the angle of profit in¬
centive. Corporate managers must
strive to make as good an earnings
record as possible for their com¬

panies. Their decisions whether
or not to expand operations—par¬
ticularly to engage in any new and
venturesome operations—obvious¬
ly depend on their calculations of
possible profit after the payment
of taxes. Consequently, their wil¬
lingness to plan aggressively for
the future is immediately and di¬
rectly affected by the share of the
total profit left to the corporation
after taxes. The more of the total

profit the Government takes the
more the incentive of corporate
managers to engage in new and
venturesome business activity
withers away.

Moreover, the actual extraction5
of the funds out of the active'
stream of business operations has
highly adverse effects on the vol-'
ume of production and employ¬
ment, and on the standard of liv¬
ing. How this works out in detail
will be seen by examining, say*5
the difference between taxing
corporate earnings 40% and tax¬
ing them 16%. In the latter case,>
the earnings not diverted imme¬
diately to Government must ulti¬
mately flow in one or all of four;
directions, all beneficial to the;
economy. <■

First, the additional business
savings may be used for reinvest-'1
ment in more plant or new prod-' '
ucts, generating more employment
and more wage and dividend pay¬

ments; this is the familiar "plough¬
ing back" of business savings
which has done so much in the7

past to build up the capital re-';
sources of the nation and improve5
our standard of living.
Second, the total of dividends

disbursed may be increased, and
taxes upon them would be paid to
the Government. ?

Third, the corporation, by its
own choice or under pressure from
labor unions, has more leeway to
pay increased wages, which would:
also pay their share of taxes to the
Government.

Fourth, tHd extra leeway would,
tend to be used Toward the reduc-.
tion of prices of the goods pro-.'
duced, thus raising the standard of
living from that direction.

Obviously the reverse would?
also be true: that is, the higher tax:
rate, 40%, would tend to keep?
wages and dividends down, prices;
up, and—by both lessening corpo¬
rate savings and the incentive of
corporate managers to expand—; *
would to that extent curtail the/
growth of enterprises, and con^
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sequently the total volume of em¬
ployment. :->y. 'VI'}
y From the foregoing analysis, the
case for lightening taxes on cor¬

porate earnings as much as pos¬

sible . sums up tothis: Vy'Jr' iifi: £■■ ;
- (a) Both through their effect
upon incentives and through les¬
sening of business savings, heavy
taxes applied directly against cor¬
porate earnings have a peculiarly
damaging effect upon the volume
Jof employment; and they have the
further serious disadvantage of
raising the prices of consumers'
•goods and tending to hold down
wages;
(b) and on top of this, it is un¬

necessary for the Government to
tax stockholders' income by this
method, since it can be reached

just as effectually by wise changes
in the provisions applying to that
income when individuals actually
receive it.
Aside from these general de¬

fects, there is one particularly
serious aspect of our present cor¬
porate tax provisions—the imposi¬
tion of double taxation* upon that
portion of stockholders' income
that is distributed; once, when the
corporation itself pays a tax ap¬
plied upon its earnings, and then
again when those earnings are re-

; ceived by the individual stock-!
holders in the form of dividends.
This double taxation of the same

income is obviously inequitable to
• the many millions of persons in¬
volved. Beyond that, it lessens the
volume of production and employ¬
ment by diminishing risk-taking
investment.

One. way in which it does this
is by discriminating, taxwise,
against income derived from stock-
ownership. While this particular
form of owner-income is taxed

twice, other forms of owner-in¬
come—that is, interest, rents and
royalties—are taxed only once;
and income from the securities of
State and local governments is
taxed not at all.
The net consequence of this

paradox is to make it more ad-f
vantageous for persons with
money, particularly wealthy per¬
sons, to put their savings into
forms of investment which avoid
risk-taking; while it imposes a

particularly heavy tax burden on
those persons who, by risking their
money, are working to expand
business and thus create more

jobs.
If there is to be any tax dis¬

crimination among forms of
owner-income (and in equity, of
cburse, there should be none)
common sense would dictate just
the reverse procedure from that
followed in the present tax laws.
Double taxation of dividend in¬
come is one of the plainest forms
of taxing job-creation.
There is one broad way to get

some measure of the damage—to
^employment—of heavy taxes ap¬
plied against corporate earnings,
: It is to try to imagine what the
condition of American industry!
.would now be if the present heavy;
corporate rates had been in full
.force through the past half cen¬
tury. It is a real question whether
'i the great social and material ad-j
vances made would have occurred.
For these have been brought about;
largely by the ploughing back of
profits into those countless new!
enterprises which have changed

. the face of modern civilization.
The present corporate tax provi-j

sions make it exceedingly difficult
• for any present small corporate
•enterprise, or any new one, to
. grow substantially.. This taxation
. stunts growth almost as much as
At it were deliberately designed
•for that purpose. The result, oveii
a period, would be relative ?tag-

. nation of 'industriaJL , activity. The
continuous creation o£.new kinds
of jobs, and ever more jobs—r
;which has always been a dis-^
tinguishing characteristic ofAmer-

. ican business enterprise—will be
largely atrophied, if sensible tax
reform in this field is not at once
adopted when the war ends.

' This overwhelming need for
stimulation of job-creating activ¬
ity after the war is the reason for

the Committee's main recommen¬

dations with regard to taxes on

corporate earnings; namely,
that the excess profits tax, jus¬
tified in wartime, be repealed;
that the postwar tax rate on cor¬

porate earnings be no more nor
less than the normal rate on

individual incomes (from 16% to
20%, depending on total revenue
needs and the magnitude of the
national income);
that, to remove the inequity and
the repressive effect of double
taxation on stockholders' in¬

come, this, tax be regarded—in
the same - way as the tax on

wages—-as a tax withheld by the
corporation on behalf of its

'

stockholders; and in the stock¬
holders' personal returns, any
dividends received be exempt
from the standard tax, but not
from surtaxes.
Combined with proper precau¬

tions against unreasonable accu¬
mulation of surpluses, the result
of these measures would be—if
the Committee's suggestions with
regard both to capital gains and
losses and estate and gift taxes
are also written into the law—
that all corporate earnings (that
is, all stockholders' income) would
come finally to be subjected to
taxes just as heavy and no heavier
than is placed upon all other types
of personal income; and while this
was being accomplished, most of
the viciously repressive effect
upon employment of the present
levy on corporate earnings would
be eliminated from the tax sys¬

tem. 1

Removing Gross Inequities
The injustice of double taxation

of stockholders' income is only
one of a number of gross in¬
equities which have to be cleansed
out of our tax laws in the public
interest; and with it another in¬
equity mentioned in the previous
section, the tax-exemption given
on income from State and local
securities. ' ;

Another is the quite unfair bur¬
den placed upon the wage-earner
with a fajnily, by the present 3%J
normal tax,, since this 'allows no
credit for dependents. The Com¬
mittee proposes eliminating this
•normal tax, which would raise
personal tax;| exemptions. How
this mounts up into huge sums is
seldom realized. The result would
be to free an additional $27,000,-
000,000 of personal income from
any Federal income tax payment,
at a level of $140,000,000,000 na¬
tional income., The savings in tax
payments would be around $2,500,-
000,000. About four-fifchs of this
relief would go to taxpayers with
incomes below $5,000.
An inequity!with serious conse¬

quences to the volume of employ¬
ment is the failure of present laws
to make adequate provision for
the carryover of business losses.
The result is ]that business enter¬
prises which have greatly fluctu¬
ating annual! incomes, pay )very
much heavier? taxes, on the same
aggregate income over a period,
than other lines of activity in
which there Js little fluctuation.
Investment idj these riskier busi¬
nesses, whichiit may be of utmost
importance tqfthe economy. to en¬
courage, is thhs penalized,.
Damage which is perhaps even

more serious ® done to newj<busi^
nesses. More Jrften than not, these
begin their careers with loss. If
that loss could be applied in full
against subsequent earnings, when
such enterprises begin to be well
established, important encourage¬
ment would be.given to new enter¬
prises. Nothing is more important
to the future of the country than
the fostering ^iyear after year of
hundreds of ; thousands of new
small enterprises. These innumer¬
able little businesses account for
an aggregate^volume of employ¬
ment fully as important as that
of the more Spectacular giants of
industry. They pay out many bil¬
lions in wages^and salaries every

year, and employ millions of peo¬
ple. The Committee proposes re¬
moving the inequity by allowing
all businesses to ^ carry forward

losses and apply them against
subsequent earnings for a period
of six years.
ls

Very similar to this is the in¬
equity suffered by individuals
who, for one reason or another,
have fluctuating incomes from
year to year. These individuals
are forced to pay a much higher
total of taxes, over a period of
years, than others who have the
same total earnings spread equally
over the same period. The unfair¬
ness operates with particular force
against small business proprietors;
wage-earners who are subject to
irregular employment; actors,
authors, and many other profes¬
sional people, whose work may be
done over a period and the earn¬

ings from it aggregate in one year,
when a heavy tax must be paid.
The Committee proposes that this
obvious injustice be removed by
the use of some income-averaging
device.
In general, this Committee is

opposed to the theory of so-called
"incentive taxation," which at¬
tempts to stimulate enterprise by
means of special tax differentials
for different types of income. Such
differentials raise a host of ad¬
ministrative problems and are

likely to result in a vicious cycle
of special subsidies which can be
paid for only by added jtax bur¬
dens on other types of income. In¬
stead, we believe that moderate
and equitable tax treatment for all
groups in our economy will be
more conducive to an expansion
of production and employment.

Balancing the Budget and Reduc¬
ing the Debt

This entire tax program, as ex¬

plained, has been framed largely
upon the belief that the chief in¬
ternal problem facing the people
after the war will be to attain,
and then to maintain, high-level
production and employment, and
that present tax provisions stand¬
ing in the way of this achieve¬
ment must therefore be removed.
The problem is admittedly com¬

plicated by the necessity of s pro¬
viding adequate tax revenues in
order; to help avert the danger of
a disorderly rise in prices after
the war. This danger is accen¬
tuated by the banked-up infla¬
tionary forces now being held in
check by stringent controls.

, This Committee is convinced
that the fifteen years of uninter¬
rupted Federal deficits should be
brought to an end after the war.
Considering the matter only from
the standpoint of attaining high-
level employment, it is plain that
industry must have a justified and
basic confidence in the integrity
of the currency. Otherwise it can¬
not develop long-term plans for
expanding production. Such long-
term plans will be, as they have
always been, a major factor j,p
job-making on a large scale. ,,,,,,

If Federal deficits are continued
for an uncertain period after the
war, a speedy and speculative rise
in prices, caused by distrust, will
remain a clear danger. The urgent
necessities of war-financing have
increased the nation's money-sup¬

ply enormously. They have also
magnified the savings of individ¬
uals * in the form of redeemable
Government debt and savings de¬
posits. If an unchecked rise in the
Federal debt should undermine
confidence, this increased supply
of money and liquid savings
might at some time be converted
into - property, equities and com¬
modities at a rate that would in¬
volve a disastrous inflationary
rise in the price level.
It is these considerations which

have convinced the Committee
that one of the three imperative
objectives of the post-war tax sys¬
tem must be to tax ourselves heav¬
ily enough to insure fiscal stabil¬
ity. The Committee does not con¬
sider justified the apprehensions
sometimes voiced about the size of
the Federal debt, so long as there
is a manifest national resolution to
stop its further increase, except
under clear conditions of slump
in industry and trade. That resolu¬
tion can be demonstrated in no
other way than by taxation ade¬

quate: to the necessities of the
budget. vr'. v.,*,•'■ yV;-
On the other hand, the very

magnitude of the prospective tax
load after the war demands an

attitude of boldness in, our fiscal
planning. We must have the cour¬
age and vision to assume that a
high level of production and
employment is attainable, and be
willing to reduce taxes in order
to help toward this achievement.
/. Accordingly, the Committee
deems it wise that the tax struc¬
ture and the budget should be so
drawn as to make possible sub¬
stantial; reduction of the Federal
debt at a high level of employ¬
ment. As much debt should then
be retired as is consistent with
maintaining high levels of em¬

ployment and production..* y •
Studies made by the Federal

Reserve Board and by the De¬
partment of Commerce indicate;
roughly what that , level is. They
show that after reconversion of
industry is completed, a net na¬
tional income of at least $140,000,-
000,000, figured at 1943 prices,
would be attained, if we have a

satisfactory high level of employ¬
ment.1

Accordingly, the tax structure
proposed here, under the right
kind of a budget, has been de¬
signed to make possible sizable
debt retirement at a national in¬
come of $140,000,000,000; this ob-;
viously would mean an even bal¬
ance of the budget at a lower
level of national income. What the
amount and character of total
Federal expenditures turn out to
be will determine which standard
rate must be selected. These ex¬

penditures will determine also
how much debt reduction can be
achieved, consistent with main¬
taining high employment levels.
A natural question arises as to

whether the rough point at which
significant Federal debt reduction
could be achieved—namely, $140,-
000,000,000 national income — is
too optimistic an estimate. High
as it may seem, compared with
pre-war annual national incomes,
this Committee is convinced that
such a national income is not only
attainable, but will be surpassed
within the first decade after the
war.

The sole reason for being of the
Committee for Economic Develop¬
ment is to help make that happen;
and its experience and observa¬
tion in the more than 2,000 com¬
munities in which its autonomous
committees are now active give
ground for confidence in the
achievement of this goal. Indis¬
pensable to this achievement,
however, is a drastic and cour¬

ageous revision of our tax sys¬
tem, removing the many blocks,
indicated by this survey, that will
prevent the needed growth in the
number of jobs.

Summary

The foregoing observations give
a generalized picture of this Re¬
search Committee's tax program,
with the reasoning behind it. The
specific recommendations which
follow fill out the picture.
The integrated set of proposals

attempts to meet fully and to rec¬
oncile the three imperative ob¬
jectives, which, as stated in the
beginning, must be kept in mind
in whatever post-war tax system
is finally adopted; namely, it is
designed to give as full encour¬
agement as is possible to the cre¬
ation of more employment; to ap¬
portion the tax burden fairly
among persons; and to provide
adequate revenues.

It is a simple and stable struc¬
ture, yet it is flexible; that is, it
can meet changing national cir¬
cumstances with only minor adap¬
tations, and because of its organic
unity would facilitate the long-
term planning which is so impor¬
tant a factor in the volume of
employment.

Although it constitutes heavy
taxation by pre-war standards, it

X The importance of the qualification,
"at 1943 prices," should not be overlooked.
Obviously, if average prices after the war
are materially different from present
levels, the calculations presented here
would have to be revised accordingly.

would give relief from present
burdens in all ranges of personal
income.

, , . . ,£

It would make manifest a na¬

tional resolution to end the unin¬

terrupted increase of the Federal
debt; and it would properly pro¬
vide for the reduction of that debt
when it can best be afforded:

namely, at a national income level
where the American labor force is

satisfactorily .employed, princi¬
pally in private enterprise activi¬
ties.
A system such as this, the Com¬

mittee believes, would usher in a

new era in tax policy in the
United States, and with the cost of
Government as high as it will be,
this is more than ever necessary.

The creative energies of the
American people would be freed
of unwise tax restrictions, and-—
in conjunction with judicious pol¬
icy in other fields — the result
would ultimately show in larger
incomes, after payment of taxes,
for all groups in the society, and
consequently in higher standards
of living.

SPECIFIC

RECOMMENDATIONS

Taxes On Individual Incomes

1. Personal exemptions should be
raised by eliminating the pres¬
ent 3% normal tax, which al¬
lows no credit for dependents.
The present exemptions for the
regular income tax of $500 for
each taxpayer and for each de¬
pendent should be retained.

2. The present combined tax of
23% for the lowest bracket of
taxable income should be re-

laced by a single standard tax
of 16 to 20%, depending upon
revenue requirements.

3. Tax rates on incomes above the
lowest taxable bracket should
also be substantially reduced
throughout the range.

In this tax program the per¬
sonal income tax is designed to
raise around half of the total Fed¬
eral tax revenues. This will re¬
quire a personal income tax with
a broad base, an adequate stand¬
ard rate, and tax rates rising in
fair progression against higher in¬
comes. Nevertheless, for all in¬
come groups, a substantial reduc¬
tion in present income tax bur¬
dens would be effectuated.

Relief to the lower brackets: A
major reduction for the lower in¬
come groups is provided by rais¬
ing the level of present exemp¬
tions, and by reducing the tax rate
on the lowest bracket of taxable
income. The elimination of the
present 3% normal tax, which al¬
lows no credit for dependents,
would increase the amount of in¬
come exempted from income tax¬
ation by about $27,000,000,000, at
present levels of national income.
It would also lessen the tax bur¬
den by $2,500,000,000. Four-fifths
of (this would be relief to families
with iqcomes below $5,000.
With, the proposed raising of the

exemptions, more than half of a
total national income of $140,000,-
000,000 would not be subject to in¬
come tax. Bringing these billions
down to individuals means that a
family of five, with an income of
$2,750 or less,2 would pay no Fed¬
eral income tax. And from the
point of view of production and
employment, it means leaving
around $77,000,000,000 untaxed
and most of it in the hands of the
lowest income earners available
for the purchase of goods which
comprise mass markets. Exemp¬
tions that end up in such grand
totals have raised some question
as to whether the recommended
tax base may not be too narrow,
creating a danger of inadequate
revenues: and on this point the
Committee feels it has gone as far
as it is safe to go.

Relief in the middle brackets:
The reduction possible in the
standard rate (which, it should be
kept in mind, anplies to the first
bracket of taxable income, not of
all income) will depend largely

2 Figured on personal exemption of $500
per person plus 10% for other deductions
as allowed under present law.

(Continued on page 1152) (
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(Continued from page 1151)
on total revenue requirements. If
post - war Federal expenditures,
other than social security, can be
held down to around $16,000,000,-
000, it should be possible to re¬
duce the standard rate to 16%,
nearly one-third below the pres¬
ent level. The share of income
taken by taxes in the middle
groups would actually be reduced
.something more than one-third,
because of the added effect of the
exemptions.3
As a general measure of the

burden upon the middle income
groups, a family of four with a
$4,000 income would pay $360 in
income taxes; or about 9% of its
total income.

Of the total amount of income
s subject to the personal income
tax,' about 70% (or about $40,000,-
000,000) would fall in the first tax
bracket of $0 to $2,000. Only 30%,
about $18,000,000,000, would fall
in higher brackets and be subject
to progressive tax rates. The pos¬
sible additional yield from these
higher brackets, above what is
proposed here, is limited. Accord¬
ingly, the Committee deems it un¬
wise to recommend a reduction
in the standard rate below 1*3%.
Any further reduction must lead
either to rates on higher incomes
that would seriously undermine
risk-taking and thus lessen the
volume of employment; or to
smaller exemptions; or to more

reliance upon less equitable forms
of taxation.

Encouragement of risk taking:
Present extreme rates on the up¬

per income groups should also be
reduced to remove the serious

discouragements present in the
existing law to the freer use of
venture capital. One of the basic
principles of the Committee's pro¬

gram is that individuals with
larger incomes should pay pro¬
gressively higher tax rates. Never¬
theless, it is evident that in recent

years this principle has been car¬
ried to a very damaging, and even
to a dangerous, extreme. Large
risks will not be assumed by those
who. have saved money without
at least a chance for substantial

rewards; nor will the hard work
be undertaken and heavy respon¬
sibilities be assumed, which are

entailed by ambitious new enter¬
prise. The Committee ;- has set
forth a suggested set of graduated
income tax rates which should do
much to stimulate employment,
by encouraging the active use of
savings and managerial ability in
risky enterprises. These would
still impose substantial progres¬
sive burdens upon individuals
with large incomes. In connec¬
tion with the proposed rates for
upper incomes, due consideration
should be given to other recom¬

mendations in this statement—the
elimination of income tax loop¬
holes, the treatment of capital
gains like other income, and pro¬
vision for more effective death
taxation.

Thus, all together, the inte¬
grated rates and exemptions can
meet the purpose of providing
about half of the total Federal
revenues through the personal in¬
come tax, yet they will give con¬
siderable needed relief to all tax¬
payers. At the same time, by giv¬
ing risky investment more leeway
for profit, they would help greatly
toward achieving the goal of high-
level production and employment.

4. Double taxation of dividend in¬
come should be eliminated.
Income belonging to stockhold¬

ers is now taxed twice — once
when the corporation pays a tax
on its earnings, and again when
the same earnings are distributed
among the stockholders as divi¬
dends. This tax-duplication should
be eliminated by crediting the in¬
dividual stockholder with the

3 The exact percentages are indicated in
Table IV, page 45.

corporate tax which has been paid
in his behalf. All dividend in¬
come to stockholders, of course,

should still continue to be subject
to surtaxes. The tax on corporate
earnings proposed later (see Busi¬
ness Taxes, page 34) would then
be in effect a withholding tax on

dividends, strictly comparable to
the withholding tax on wages.4
The obvious injustice of singling

out dividend income as an object
of double taxation was recognized
throughout our income tax history
until 1936, when dividends were

first subjected to the normal per¬
sonal tax; Correction of the in¬
justice is not only highly desir¬
able from the standpoint of equity,
but also from that of promoting
an expansion of production and
employment.
Since risk capital usually takes

the form of equity .ownership in
corporate business, double taxa¬
tion of .dividend income lessens
the incentive to enterprise. More¬
over, since interest payments are
deductible as expense and thus
interest received is taxed only
once, this fosters corporate fi¬
nancing by means of debt crea¬

tion, instead of by stock issues.
This tendency to acquire needed
capital by increasing debt can be
highly dangerous to future busi¬
ness stability.

5. Discrimination against persons
with irregular incomes should
be removed so far as possible,
through equalizing tax burdens
by means of some income-
averaging device.

Individuals with irregular in¬
comes are usually forced to pay
a much higher total of taxes over

a given period than those who
have the same aggregate earnings
which come in regularly over the
period. Correction' of< this! in*
equity should stimulate risk-tak¬
ing, and therefore add to the vol¬
ume of employment; it should also
afford very important tax relief
for those in the lower income

groups who have irregular em¬

ployments In fact, the chief bene¬
fit of such a change would accrue
to unincorporated small business¬
men, to wage earners, to farmers,
and to professional persons.

3. Income from all future security
issues by State and local gov¬
ernments should be made fully
taxable.

For many years we have been
erecting a Federal tax structure
which step by step has tended to
discourage the assumption of risks
by enterprises, and to promote a
stagnant capitalism. The refuge
from high tax rates afforded by
tax-exempt securities may well
be called the crowning arch of
this structure. When, as at pres¬
ent, an individual in the top in¬
come bracket is forced to obtain
a return of 20% on an equity
holding, in order to give him a
yield after taxes equal to that on
a 2% tax-exempt bond, the re¬
strictive effect on venture capital
is obvious; and the indirect and
ultimate effect on the volume of
employment equally so. The Fed¬
eral Government has finally ree-

4 To make them strictly comparable, the
Committee proposes that individuals be
required to calculate dividend income for
surtax purposes by adding the amount of
the tax paid by the corporation to the
amount actually received as dividends.
On the other hand, individuals who have
not been able to apply their full persona1
exemptions against other income received,
should be entitled to tax refunds in order
to make up this discrepancy.

5 One possible method to accomplish this
would be to provide for refunds to indi¬
viduals to the extent that taxes actually
paid during a five-year period exceeded
some -given percentage (perhaps 105%)
of what such taxes would have been if the
aggregate income had been spread equally
throughout the period. The object of using
a 'figure such as 105'r would be to limit
refunds to fliose wh*o ^°en
affected by income fluctuations. A) longer
averaging period than five years will prob¬
ably be required to apply to extreme
cases, such as arise as a result of certain
long-term capital gains.

ognized this anomaly by making
all of its own current security is¬
sues fully subject to Federal tax¬
ation. Similar action is called for
with respect to new State and
local issues, and for the same rea¬

son. This Committee is unwilling
to recommend the removal of the

tax-exempt privilege from out¬
standing securities of this type.
Such a step would be inequitable,
unless compensation were offered
to the holders of such issues,
which would be costly to the Fed¬
eral Government and difficult to
administer. Moreover, such dras¬
tic action does not appear essen¬
tial to the stimulation of incen¬
tives.6

7. Present differential treatment
of capital gains and losses
should be retained until sub¬
stantial reductions in corporate
and personal income taxes have
been effected, and adequate
provision for averaging income
over a period is permitted. If
and when these conditions are

met, capital gains should be
fully taxable like other incoms
and full deduction for capital
losses should be permitted. Un¬
der such circumstances, capital
gains and losses should be rec¬

ognized at transfer by gift or

at death.

Heavy taxation of capital gains
(chiefly on the sale of securities
and real estate) is regarded by
many businessmen as repressive,
on the ground that it tends seri¬
ously to retard exchanges of prop¬
erty. It frequently makes wealthy
individuals reluctant to transfer
investment funds from a concern
which has been built up to a

highly successful state into a new
and risky enterprise that may be
equally promising. From this
standpoint it is believed to lessen
the volume of production and em¬

ployment.

Conversely, a strong argument
—from the standpoint of equity—
can be made for taxing capital
gains like other income. The in¬
clusion of these gains in the per¬

sonal income tax base is the only
way by which all corporate earn¬
ings—i.e., stockholders' income-
can be eventually subjected to the
personal income tax. It is not
consistent to advocate a substan¬
tial reduction of the corporate tax
unless all corporate earnings are

subject eventually to the personal
income tax. The application of
the income tax to capital gains—
with full deductibility of losses,
combined with a substantial re¬

duction in surtaxes—can be re¬

garded as a partial postponement
of taxation upon such earnings to
the strategic time when the ac¬
tive investor retires from busi¬
ness or realizes on the success or

failure of his venture. If capital
gains and losses were treated as

income realized at time of death
or gift there would be less reluc¬
tance to exchange properties at
other times.

The privilege of full deduction
of capital losses is extremely im¬
portant, especially in connection
with new small and risky enter¬
prises, and this provision is essen¬
tial to eliminate any adverse ef¬
fects on risk-taking which might
result from taxing capital gains
in full. Through the effect on new

small businesses particular relief
would be afforded at the very
point where stimulus to enterprise
is most needed.

As long as the Federal tax sys¬
tem involves heavy taxation of
corporate * profits and extremely
high personal tax rates, ample
justification exists for special dif¬
ferential treatment of capital
gains. The situation would be
radically altered, however, by the
adoption of the tax proposals set
forth in this statement; namely
a reduction of corporate income
taxes to the level of the standard

personal tax rate; elimination of
double taxation of dividend in¬

come; a reduction of personal tax
rates to more moderate levels'
and adequate provision for aver¬

aging of personal incomes over a

6 Professor Groves recommends that in¬
terest on existing as well as on future
ib^uws oi sucti securities be made taxable.

period. If, in addition to these
proposed changes, full deduction
of capital losses is permitted, capi¬
tal gains should be taxed like
other income. -

8. There should be rigorous en¬

forcement to prevent under¬

reporting at all levels of in¬
come and .in all occupations.
If the personal income tax is to

be relied upon as the mainstay of
| postwar Federal revenues, the pro¬
visions of the law must be rigor¬
ously and uniformly enforced. The
withholding technique, and the
necessary accounting practices of
established businesses, make en¬
forcement of the tax as to wages,
salaries and dividends relatively
complete and effective. In the case

of all other forms of personal in¬
come, ways and means must and
can be found to make enforcement

similarly complete and effective,
so that the income tax shall not be
permitted to degenerate merely
into a tax upon industrial wages
and dividends.

Excise Taxes
All Federal excise taxes should

be repealed with the exception
of those on liquor, tobacco
(perhapson gasoline,if needed)
and other excise taxes levied
for social and regulatory pur¬
poses.

The Committee favors the elimi¬
nation of sales and excise taxes—
to the degree that total revenue
needs will permit—because the
economic effect of such taxes is
often much the same as the lifting
of prices; because necessarily they
are inequitably distributed among
income groups; and because they
hide the tax burden. This proposal
would mean, indirectly, a further
lightening of the present tax load
upon families with low and medi¬
um incomes, to an extent greater
than may be apparent. At $140,-
000,000,000 national income, taxes
on liquor, tobacco and gasoline are
estimated to produce $2,900,000,-
000; if however, all the present ex¬
cise taxes were retained, the yield
would be almost $6,000,000,000.
This saving of more than $3,000,-
000.000 to a great extent would
represent tax relief to families
with low and medium incomes,
since they constitute the bulk of
the population.

Taxes on Business
1. Present corporate income taxes

should be replaced by a single
tax at a flat rate, the same as

the proposed standard rate of
16 to 20% for individual in¬
comes.

Taxes hpplled upon earnings of
corporations can properly be con¬
sidered taxes upon job-making.
By greatly lessening the possibil¬
ities for profit, they detract from
the incentive to new enterprise.
They restrict business expansion
by lessening the business savings
which ordinarily are used for ex¬

pansion when they are not dis¬
tributed as dividends. They alsc
curtail consumer demand through
their adverse effect on wages and
on the prices of products. Thus,
if corporate net earnings are in¬
creased by the reduction of rates
proposed herein, some part of this
increment will be absorbed in

higher wages and lower prices of
products, as well as in increased
dividend income.

Moreover—as developed in the
first section of this report,—it is
not necessary to levy heavy taxes
on corporate earnings in order to
enable the government to obtain
its full share of stockholders' in¬

come; this aim can be better
achieved, with far less damage to
employment, by proposed changes
in the tax provisions applying to
that income when individuals re¬

ceive it. U'V; 'fj :V-"iV
The Committee proposes that

"he tax rate, on corporate income
be the same as the standard rate

upon all personal incomes. Taken
in connection with the recommen¬

dation to exempt dividends from
the standard tax on personal in¬
comes, this would be, in effect, do-
mg with dividend income what is

done with wages and salaries. It
would be equivalent to a with¬
holding tax, on behalf of the stock¬
holders, on corporate net income
paid out in dividends.

2. The excess-profits tax should
be repealed.

This recommendation is an es¬

sential part of the one made
above. While justified as a war¬
time measure, the excess-profits
tax would have disastrous effects

upon production and employment
in peacetime, since it goes a long
way toward eliminating the profit
incentive, which is the great
job-maker in a free-enterprise
system. In addition to being out¬
standingly repressive for all busi¬
ness enterprise, it places growing
companies, with- small capital
basis, at a serious disadvantage
compared with old established
business which have large capital
bases. Thus it is clearly detri¬
mental to the creation and pros¬

pering of new enterprises, upon
which the healthy growth and ex¬

pansion oi the economy so much
depends. Instead, it gives advan¬
tages to bigness and thus fosters
the growth of monopoly.

3. The "declared-value capital
stock excess-profits tax" should
be repealed.

This is a pure nuisance tax. The
revenue it brings in is small, and
it is a source of justifiable annoy¬
ance to all corporate manage¬
ments. It should therefore be re¬

pealed at once, and without wait¬
ing for the end of the war.

4. Present taxation of personal
holding companies should be

retained, as well as the exist¬
ing provisions which penalize
unreasonable accumulation of

earnings.

The taxation of undistributed
corporate profits has been a sub¬
ject of intense controversy in.
recent years. On the one hand,,
heavy taxation of such savings has
been advocated on the ground that
they are primarily a refuge from
high personal surtaxes by wealthy
individuals. There has been some

truth in this contention, in the
case of closely-held corporations,
particularly in view of the lower
differential taxation of capital
gains in the present system.
On the other hand, taxes on bus¬

iness savings are taxation directed
against funds which are used irt
expanding enterprise, increasing;
the volume of employment, and
raising the standard of living by
improved processes of manufac¬
ture, and lower prices.7
Tbe best solution appears to be-

a single flat rate on all corporate
net I i n c o m e (Recommendation
One) to apply both to undistrib¬
uted earnings and to those paid
out in the form of dividends; but
this must be accompanied by-the-
present tax provisions against the-
unreasonable accumulation of sur-.

pluses. If, also as proposed, per¬
sonal surtax rates are reduced to
more moderate levels, and if the-
proposals with regard to capital
gains and losses are adopted, the
Committee believe that the con¬

troversy over undistributed corpo¬
rate profits will disappear.

5. Both corporate and non-corpo¬
rate businesses should be al¬
lowed to carry forward losses
from business operations to ap¬

ply against subsequent earn¬

ings for a period of six years.

The theory of taxing income
solely on an annual basis of ac¬

crual gives a clear tax advantage
to businesses having regularity of
income. The practice makes no-
allowance I for business incomes
which fluctuate from substantial
losses in one year to substantial
gains in another, and thus results
in a heavier tax burden, over a

period of years, for such irregular
incomes than for incomes which
are stable. Frequently this situa-

7*»rofePsor Gloves recommends some ex¬

emption of-undistributed earnings in th-
case oi new small businesses, to be re¬

couped in the application of the capita;
gains tax.
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tion causes the payment of taxes
out of capital rather than out of
actual net income. There is nothing
gained by an annual tax basis to
justify such inequity. Plainly,
this practice creates a particular
hardship for new enterprises
which, in general, tend to have
considerably greater irregularity
of income than those of large, well
established businesses. The impor¬
tance of this fact is now recog¬
nized in current Federal taxation
which permits the carrying for¬
ward of one year's losses to be
applied against the income of the
next two, and the carrying for¬
ward and backward of losses and
excess-profits tax credits for a
.two-year, period. Considerations
of equity, and the?" necessity for
stimulating venture capital in
every legitimate way after the
war, call for the broadening of the
principle of carrying forward
losses to a period of six years.;:

iS, Both corporate and non-corpo-

; rate businesses should be per¬
mitted greater latitude in mak¬
ing annual allowances for de-
preciation.

A great deal of confusion has
arisen in ! connection vHth the
establishment of proper annual
depreciation rates, and business
has been hampered by restrictive
regulations in this field. As long
as such charges are limited in the
aggregate to the original cost of
business assets, there can be little
difference to the Government in
.the .long run whether such assets
are written off slowly or rapidly.
The ability to amortize assets rap¬
idly provides an important stimu¬
lus for the purchase of new and
more efficient equipment. This
change should stimulate the capi¬
tal goods industries after the war,
land thus assist in the attainment
of high levels of productive em¬
ployment. The Committee's pro¬
posal contemplates that, within the
limits of broad reason, business
managements should be permitted
to use their own judgment in es¬

tablishing depreciation rates
against different forms of capital
assets. - \

//v Other Taxation Problems
* Estate and Gift Taxes—A care¬
ful overhauling !of present taxes
on estates and gifts should be un¬
dertaken after the close of the
war. Current laws permit wide
avenues of escape from death
taxes. These are made possible by
the use of gifts, trusts, and powers
of appointment. The effect is sub¬
stantially to reduce the amount of
revenue which might otherwise be
collected from the estate tax.
General agreement exists that

taxes imposed at death are less
likely to have a depressing effect
on incentives to enterprise than
the collection of equal amounts
from businessmen during their
lifetime. There is a strong argu¬
ment, therefore, from the stand-
point of productive employment
—apart from considerations of so¬
cial desirability—for less emphasis
in the tax burden on current in¬
comes and more emphasis upon
taxes collected at death.

I--; The Committee believes that in¬
creased revenues can and should
be obtained from death and gift
duties by closing the present ave¬
nues of escape; if this is success¬
fully done, increased revenue
could be raised and still permit
some moderation of the present
steeply graduated tax rates on
estates.

Tariff Duties— Customs reve¬
nues are now accounting for little
more than 1% of total Federal tax
collection and in the postwar pe¬
riod it is anticipated that at pres¬
ent rates they can account for but
little more than 2%. It is, there¬
fore, somewhat surprising to re¬
call that for 150 years prior to
World War I customs duties pro¬
vided the chief source of all Fed¬
eral revenues. The tariff system
presents highly complex problems
and will be considered in a later
study of this Research Committee.
Nevertheless, it is pertinent, in
this more general study of post¬
war taxation, to point out t^at

Municipal News & Notes
Halsey, Stuart & Co., Inc., an¬

nounce that as a convenience to
holders of $130,662,000 State of
Arkansas highway refunding
bonds of 1941, interest coupons

maturing Oct. 1,1944, may be pre¬
sented at its Chicago or New York
offices for immediate payment.
Gross tax collections by the State
in the month of August, incident¬
ally, showed a slight decline from
the total for the same month in

1943, the figures for the two pe¬
riods being $2,479,800.67 and $2,-
507,176.48, respectively. Much of
this year's decrease is found in
the gasoline tax item, receipts
from this source having amounted
to $866,240.28, as compared with
$966,225.87 in August, 1943, it is
shown in the statement issued by
Murray B, McLeod, Commission¬
er of State Revenue Department.
However, there was an increase in
sales tax income, the figure of
$804,141.91 for the current year's
period contrasting with $788,-
133.14 in 1943. .

Houston, Texas, Formulates
Plan To Finance $31 Million
Post-War Impvt. Program
Although much has been said

and written regarding the need
for a return of the principle of
State's rights in the handling of
local government problems, as
contrasted with the policy of rely¬
ing on the Federal Treasury in
their solution, the fact is that not
a few of the States and a large
proportion of local taxing units,
apparently approve of the propo¬
sition in theory only. This is in¬
dicated in increasing reports, for
example, of projected post-war
improvement programs enunci¬
ated by local public officials, a
large portion of which is usually
prefaced on the Federal govern¬
ment's participation in the financ¬
ing of these plans.

There are, of course, impor¬
tant exceptions to the contrary,
a case in point being the City
of Houston, Texas. This me¬

tropolis, we learn from the Mu-
npicial Finance Officers Asso¬
ciation, has formulated a plan
calling for an outlay of $31,000,-
000 for various projects in the
five years following the war's
end. The plan was devel¬
oped without any consideration
of Federal aid and, in addition/"
city officials believe that it can
be accomplished without in¬
creasing taxes or the bonded
debt In its discussion of the
program, the Finance Officers
Association noted as follows;

The city is retiring its bonded
debt at the rate of $2,000,000 a

year. With cheap interest rates of
about 2% as compared to the
4Vz% average rate on old secur¬
ities, Houston officials figure that
$10,500,000 in so-called replace¬
ment bonds can be issued in five
years without changing the inter¬
est and sinking fund require¬
ments. From previous bond sales
$1,500,000 in cash and securities
already is on hand.

substantially increased revenues

might be obtained from this
source if it were decided to revise
downward the present prohibi¬
tively high structure of tariff
rates, and create a system of duties
primarily designed to raise reve¬
nues rather than to prohibit im¬
ports. •

Social Security Revenues—This
Committee believes that a careful
re-examination of the whole pol¬
icy of social security revenues is
desirable at the earliest possible

| date. Since its introduction in
1935, social security taxation has

I been operated on the theory of
building up substantial reserves.
There are reasons to doubt the

validity of such a theory as ap¬

plied to a national tax structure.

I Strong arguments also exist for
balancing social security income
and outgo separately from the rest
of the Federal budget. : . ; .

In addition to the $10,500,000
in replacement bonds, the pro¬

gram calls for issuing $19,000,-
000 in other bonds. The city ex¬

pects these bonds can be issued
without a higher tax rate be¬
cause increased valuations will
provide money for interest and
sinking fund requirements.

These figures total $31,700,000,
and the post-war projects pro¬

gram calls for a $31,000,000 ex¬

penditure. Included in the calcu¬
lations, officials said, are ample
reserves for emergencies and
added operating expenses for the
growing city. • * , ' - :
The following projects are in¬

cluded in the five-year public im¬
provement program.*: - j yr
Streets and highways, $7,088,000,

for new boulevards, right of way
for projects and resurfacing of
streets.

Drainage and flood control, $8,-
500,000.
Sanitary sewers and sewage

disposal, $8,100,000.
Airport development, $800,000,

covering money for additional
land, alterations to the present
administration building /on the
municipal field, two new hangars
and other improvements.
Parks and recreation, $1,869,000,

including $500,000 for improving
the municipal zoo, $275,000 for a
downtown recreational building
and work in existing parks.
Public buildings and .civic cen¬

ter, $2,300,000, including $1,300,-
000 for land to complete the civic
center around the city hall, and
$1,000,000 for a police-jail build¬
ing.
Waste disposal, $573,000, to

cover rebuilding two incinerators.
Public health, $1,195,000, in¬

cluding $650,000 for a tuberculo¬
sis hospital, $250,000 for health
and welfare centers and $295,000
for convalescent, chronic and in¬
curable cases. • - I

Traffic signals, $100,000. n.:7jy
Fire stations and fire alarm sys¬

tem, $325,000.

Library, $150,000, to cover land
and improvements to the central
library.

Cleveland Transit Debt

Refunding Studied
The Cleveland, Ohio, Transit

Board has requested the city law
department to investigate all legal
questions bearing on the proposed
refunding of the $10,200,000 of
outstanding 3%% transportation
revenue system bonds. Members
of the board, according to local
press advices, are confident that
the debt can be refinanced at an
interest rate as low as 1V2%. Mu¬
nicipal ownership of the Cleve¬
land transit system has been ex¬

tremely effective as is evidenced
in the fact that within a few years

the outstanding indebtedness has
been sharply reduced from the
original level of $17,500,000.

Bulk of the reduction was ac¬

complished through exercise of
the call feature, which required
a premium payment of 5%. The
city recently called for payment
on or after Sept. 1, 1944, or $2,-
140,000 principal amount of the
transit bonds, including bonds
Nos, 11861 to 14000, inclusive,
maturing March 1, 1958 and
March 1, 1959.

SEC Orders Hearing
The Securities and Exchange

Commission has ordered a hear¬
ing for September 29th at its Los
Angeles Regional office to deter¬
mine 'whether the broker-dealer

registration of Roy D. Bayly & Co.
Of {Los* Angeles should be revoked
or suspended, and the company's
membership in the National Asso¬
ciation of Securities Dealers, Inc.,
suspended or terminated. It is
alleged that the company and Roy
D. Bayly during the period of ap¬
proximately Feb. 1, 1943 to June
30, 1943, "induced various custom¬
ers" to sell certain securities with¬
out making j-uil disclosure or ail
the circumstances in the matter.

Tomorrow's Markets.;
Walter Whyte ?
SaVS /:V'/;;/,'-,::;/v

(Continued from page 1135)
of European hostilities. But
this subject has been explored
so often and by so many that
to waste any space on it here
would just be redundant. In
any case, I again go on record
that a sudden end of hostili¬
ties has been discounted.
Should the war end tomorrow

I feel that the worst you will
see is a few hours of uncer¬

tainty and then a resumption
of the upward trend.

■f -fi -f '"v v/ .

, Is this a bear or a bull mar¬

ket? The question is interest¬
ing but right now academic.
From a study of the conven¬
tional averages the answer is:
bull market. Yet that is an

oversimplification. ; For while
the broad market Movement

is up the secondary movement
is down. This downward
turn occurred last Thursday.
To the buyer of equities this
determination of trend may
be important. But the fact
remains that basically it is the
individual stock that is of the

more immediate concern..

A couple of weeks ago this
column pointed out that the
airplane stocks looked higher.
The writer was quite aware
of the problems that faced the
industry. Yet here we are in

Conn, Light Bonds
Offered Publicly
Public offering of a new issue

of $10,000,000 first and refunding
mortgage 3% bonds, Series I, due
1974, of The Connecticut Light &
Power Co. was made Sept. 12 by
a banking group vof 21 members,
headed by Putnam & Co., of Hart¬
ford, and ChasV- W. Scranton &
Co., of New Haven. The bonds are
dated Sept. 1,J944, and are priced
at 105% and. accrued interest to
yield approximately 2.72% to
maturity. The company will re¬
ceive from the underwriters
104%% for the bonds.
Other members of the under¬

writing group include' Estabrook
& Co.; Morgan Stanley & Co.; The
First Boston Corp.; Harriman
Ripley & Co., Inc.; Smith, Barney
& Co.; Blyth & Co., Inc.; Drexel
& Co.; Kidder, Peabody & Co.;
Coffift & Buri,'!Inc.; Paine, Web¬
ber, Jackson & Curtis; Lee Hig-
ginson Corp,; F. S. Moseley & Co.;
Shields & Co.; Spencer Trask &
Co.; Tucker, Anthony & Co.;
White, Weld & Co.; Cooley & Co.;
The R. F. Griggs Co., and Hincks
Bros. & Co., Inc.
Proceeds will be used to refund

$7,000,000 first and refunding
mortgage 31/2% bonds, Series F,
due Sept. 1, 1966, called for re¬
demption on Sept. 1, 1944, at 106,
and to replace the company funds
used in the purchase for cancella¬
tion of $3,336,000 first and refund¬
ing mortgage 7% bonds, Series A,
due May 1, 1951.

Situations Of Interest
F. H. Roller & Co., Inc., Ill

Broadway, New York City, have
prepared a memoranda on Great
American Industries, Laclede

Christy Clay Products and In¬
diana Limestone which the firm

believes appear attractive at cur¬
rent levels. Copies of these in¬

teresting circulars may be had
upon request from F. H. Roller
& Co. • ;

a market which has taken a

nose dive but the airplanes
have just made a new high.

*

v Coincidentally with the air
stocks a group of other se¬
curities were recommended.

Despite the break of last week
practically all of them are
back to their recent highs.
Allied Mills, bought at 30, ran
up "to 33. On the break it
went back to 30. Currently,
it1 is about 31V&. Stop is
still 28.

; Bendix, bought at 38 got
up to about 46. On the reac¬

tion, it sold down to about
42%. But that figure also
represented an ex-dividend.
After the selling was over
stock rallied and now it is

back to just under 45. Stop
in Bendix remains at 38.

jjt * , ''fi

Crown Zellerbach, bought
at lO^stop 17, went back to
18 aftervgetting to across 19.
On the? recovery it went to a
new high of 19%.
Lockheed, bought at 17,

stop 15; stock sold off to
slightly under 17 but is now
back to across 18.

U. S. Steel, bought at 58Vzr
stop 55, was one of the worst
sufferers in the list, selling
down to 55 on the break. But

at that figure it held and at
this writing is across 59.

* /. * *

So, even had you been fore¬
warned about the break, the
amount of money you could
have made would, with com¬

missions and taxes, not have
left you much better off. The
advice, therefore, is to hold
all commitments until advice

to the contrary appears here.
:Je s-t s;<

More next Thursday.
—Walter Whyte

[The views expressed in this
article do not necessarily at any
time coincide with those of the
Chronicle. They are presented a»
those of the author only. 1

LAMBORN & CO.
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NEW YOllK 5, N. Y.
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DIVIDEND NOTICES

MINERALS & CHEMICAL

t

I

CORPORATION

General Offices

20North Watker Drive' Chicago?

On September 7, 1944, the
Board of Directors declared a

dividend of one dollar ($1.00)

per share on the 4% Cumula¬
tive Preferred Stock, payable
September 30, 1944, to stock-

■?v holders of record at the close of
business September 22, 1944.
Checks will be mailed.

ROBERT P. RESCH, Vice President
ond Treasurer

MINI NO AND MANUFACTURING

PHOSPHATE • POTASH* FERTILIZER • CHEMICALS

The Electric Storage Battery
company ''/oj

i

176th Consecutive 1

Quarterly Dividend
The Directors have declared from the
Accumulated Surplus of the Company a

dividend of fifty cenrs <$,50) per share
on the Common Stock, payable Septem¬
ber 3.), 1944. to stockholders of record
ar the close of business on September
18, 1944. Checks will be mailed.. :

H. C ALLAN.
Secretary and Treasurer

Philadelphia 32, September 8,1944

UNITED FRUIT COMPANY
° Dividend No. 181

A dividend of one dollar per share on the

capital stock of this Company has been declared

payable October 14/ 1944 to stockholders of

record at the close of business September 21,

1944. : :: ' ''
LIONEL W. UDELL, Treasurer. •

DIVIDEND NOTICES

EATON & HOWARD
BALANCED FUND

The Trustees have declared a

dividend of 20 cents per share
payable Sept. 25, 1044, to
shareholders of record at the
close of business Sept. 18,
1044. \ yXX/: ; V/

Sept. 8, 1944 24 Federal Street, Boston

LOEW'S INCORPORATED
"THEATRES EVERYWHERE"

September 7,1944
'PHE Board of Directors on September
■A 6th. 1944 declared a dividend at the
rate of 50c per share on the outstanding
Common Stock of this Company, payable
on the 30th day of September, 1944 to
stockholders of record at the close of busi¬
ness on the 19th day of September, 1944.
Checks will be mailed.

DAVID BERNSTEIN,
Vice President & Treasurer

OFFICE OF

LOUISVILLE GAS AND ELECTRIC COMPANY

The Beard of Directors of Louisville Gas and
Electric Company (Delaware) at a meeting held
on September 8, 1944, declared a quarterly divi¬
dend of thirty-seven and one-half cents (37V2C)
per share on the Class A Common Stock of the
Company, for the quarter ending August 31,
1944, payable by check September 25, 1944, to
stockholders of record as of the close of busi¬
ness September 18, 1944.
At the same meeting a dividend of twenty-five

cents (25c) per share was declared on the Class
B Common Stock of the Company, for the quar¬
ter ending August 31, 1944, payable by check
September 25, 1944, <to stockholders of record as
of the close of business September 18, 1944.

G. W. KNOUREK, Treasurer.

Housing Output And Marketing
Controls During Transition Urged
National Committee On Housing, Through Mrs. Samuel
I. Rosenman, Its Chairman, Issues Report Making
Recommendations For A National Housing Program.

Urging a post-war home building industry and program which
will operate continuously on facts established by market study and
analysis^ tech¬
nological ad¬
vances and

i m p roved
methods o f
finance — not

on "dizzy

Mrs. S. I. Rosenman

New York & Honduras Rosario

Mining Company
120 Broadway, New York, N. Y.

XX/' September 13, 1944.
XX j; DIVIDEND No. 368

The Board of Directors of this Company, at
meeting held this day, declared an interim

dividend for the third quarter of 1944, of
Seventy Cents ($.70) a share on the outstand¬
ing capital stcck of this Company, payable on
September 30, 1944, to stockholders of record
at the close of business on September 20, 1944.

WILLIAM C. LANGLEY, Treasurer.

Dividend Notice of
< THE ARUNDEL CORPORATION,
X Baltimore, Md.

1
' " > September 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 October

12, 1944, to tho stockholders of record on the
corporation's bocks at the c'.ose of business
September 18. 1944.

JOSEPH N. SEIFERT, Secretary.

REDEMPTION NOTICE

. JliLv

A')!'

Armour and Company
FIRST MORTGAGE BONPS

Called for Redemption
All of the First Mortgage Bonds, Series B and C, of Armour
and Company of Delaware (assumed by Armour and
Company) and all of the First Mortgage Bonds, Series D,
of Armour, and Company, have been called for redemption,
Series B and C on November 10, 1944, and Series D on

October 1944, at 105% plus accrued interest to such
Tedetnptl5fi<dates. For particulars reference is made tp ,t,he,-
official redemption notice.

Holders need not await such redemption dates to col¬
lect such interest. Full payment (principal, premium arid
interest to redemption date) will be made immediately
upon presentation of the bonds in accordance with the
official redemption notice.

Consult your local bank or broker for detailed information.

ARMOUR AND COMPANY

byQ. A. EASTWOOD
President

vrl -i

xVtL
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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.; Electrolux; Purola-
tor; Brockway Motors; Mohawk

Rail Gross At New High
Rail gross has reached a new

high according to information
contained in an interesting bul¬
letin issued by Vilas & Hickey,
49 Wall Street, New York City,

members of the New York Stock
Exchange. Copies of this bulletin,
summarizing recent developments,
may be had upon request from
Vilas & Hickey.

Rubber, Moxie, Scoville Mfg.;
Douglas Shoe; Bird & Son; Cons.
Cement "A"; Riley. Stoker; and
American Export Airlines.

spurts, booms
and busts," the
National Com-
mittee on

Housing, Inc.,
through Mrs.
Samuel I.

Ro s e n m a n ,

Chairman on

Aug. 28 made
public its rec¬
ommendations
for a national

housing pro¬

gram and pol¬
icy.
The purpose of the recommen¬

dations, it was indicated, is to help
correlate and coordinate the ac¬

tivities of all sections of the home
building industry and of the gov¬
ernmental agencies concerned,
local, State and Federal, in an
orderly reconversion to peacetime
production which will produce
better homes and communities.
The goal was stated in the report
in these words:

"These recommendations are

presented by the National Com¬
mittee on Housing as a basis- for
the formulation of a long-term
housing program for the nation.
The post-war rush of building, to
which all signs now point, can
become a major force in the re-
bstablishment of a sound peace¬

time economy, and by the same
process build better homes for,
American families in more perma¬

nent, better planned neighbor¬
hoods and communities. To these
ends our objective must be a na¬
tional housing program and in¬
dustry operating continuously on
the basis of established fact,
market study and analysis; on
sound and improved financing; on
the most forward looking technol¬
ogy—not on dizzy spurts, booms
and busts." 1 ■ ■ •

These recommendations for a

well-rounded program grow out of
the National Conference on Post¬
war Housing held by the Commit¬
tee in Chicago. There, for the
first time, all of the groups and
interests concerned, both private
and governmental, took active
part in comprehensive discussion
of all phases of the problem. Sub¬
sequently, a committee represent¬
ing a wide range of housing in¬
terests, was appointed to prepare
the recommendations, based upon
but not limited to the conference

proceedings.
Members of this committee are:

Chairman, Thomas C. Boushall,
Richmond, Va., President, Morris
Plan Bank of Virginia; Carl Boe-
ster, Lafayette, Ind., of the Purdue
University Research Foundation;
Miles Colean, Washington, D. C.,
Vice-President, Starrett Brothers
and Eken; Fred H. Ludwig, Read¬
ing, Pa., President, Merrit Lumber
Yards; Morris Macht, Baltimore,
Md., President, Welsh Construc¬
tion Co.; Aksel Nielsen, Denver,
Col., Executive Vice-President,
The Title GuarantyiJ€ov; Ira S.
Robbins, New York'City; Deputy
Commissioner of HdU81tlgS!of^the'
State of New Yofk; ' ERZabbth
Wood, Chicago, Executive Secret
tary, Chicago Housing Authority.
Quoting estimates of a post-war

demand for new homes (based

upon the assumption of continuing
high levels of employment) rang¬
ing from 750,000 to 1,200,000 fam¬
ily units annually for at least 1ft
years, the Committee suggested
that the application of certain

stimulating factors may increase
this demand. These include (1)
a pent-up demand caused by
underbuilding since 1930 and lack
of building during the war, (2)
higher minimum standards of ac¬

ceptable housing, (3) savings accu¬
mulated by individuals and the
reservoir of investment funds held

by institutions, (4) veterans' home
loan legislation and (5) the possi¬
bility of liberalization of FHA
mortgage insurance.

Period of Transition

In the Committee's view, the
first post-war rush for new homes
may contribute a danger requiring
continued governmental control^,
at least during the early stages.
Whether the actual market for
new homes will be 750,000 or
1,200,000 it is unlikely, continues
the report, that production of new
housing can be stepped up during
the first year of peace more than
100 to 150% above the present
capacity of 150,000 units a year.
This may make the first post-war
years a difficult, if not dangerous
period, with consumer pressure

creating a competition for mate¬
rials and labor that could de¬

moralize price structures, financ¬
ing and marketing.
The Committee, therefore, be¬

lieves that so long as-a-condition
of unbalance continues a degree
of control over production and
marketing is essential. However,
such controls should be pro¬

gressively relaxed as promptly as

production increases and should
be discontinued as soon as balance
is approached. The goal must be
the prevention of a runaway mar¬
ket which would create a tem¬

porary boom followed by the in¬
evitable slump. To this end, the
Committee recommends that:

Plans be laid now for an or¬

derly reconversion of the build¬
ing , materials supply industry

j covering all items in hofte con-
V struction to avoid future bottle-
: necks. ■xxtxx-°v
1

Priority, allocation and pro¬

gramming controls by the Na¬
tional Housing Agency should
be continued if necessary, and
should be administered in co¬

operation with local official and
business groups. Priority prec¬
edence should be determined
by localities based- on (a) pre¬
vention of unemployment, ;(b)
readiness of the applicant^to
proceed with construction, (c)
relative need for the construc¬
tion. .

While a degree of price con¬
trol will be needed in the be¬

ginning, it should be relaxed as
soon as possible.
The period durjpg which

home loan contract? may be
made to veterans finder provi¬
sions of the "G I Bp of Rights"
should be extender from the
present two yearJ after dis¬
charge 'to a longe|>period, to
avoid concentratinglthis demand
in the initial periodrand to les¬
sen the danger ofjta runaway
market during theffirst critical

; period of reconversion.
While the recommendations

stress the need for relaxing Fed¬
eral production and price control^
as rapidly as possible, thev also
urge the extension op local gov¬
ernment controls over planning
and construction standards. The
importance of this liesfiri the like¬
lihood that the first rtish" of con¬

struction will create new subdi¬
visions on the periphery of exist¬
ing cities and may spill over into
areas where zoning and building
code regulations are lacking or apt
to be ineffectively ^administered.

To meet the situation compreherir
sive plans, covering entire dis-ff-
tricts, should be drawn to avoicr?J
jerry-building and other practices
which hasten blight. The Com¬
mittee also recommends that
measures be taken to establish by J
cooperative means the standard- !
ization at higher levels of plan-,?<j
ning. development, taxing, apJvj'J
praisal and maintenance practices
on a basis of metropolitan disr ]J
iricts or regions. j

Urban Redevelopment
In dealing with what many re-

gard as one of the most important
of all civil problems, the effort tax \
curb the spread of blighted areas r
and eliminate them throughm
redevolpment, the Committed,
points out that this is often con-c
fused with a separate and distinct
problem—the housing of families;,;
of low income. Adequate re-x

development, the report continues,
involves the assembly of land by 1
corporations or municipal agen-X
cies, the planning of public .ser- X
vices and the development of the t;
area in accordance with its most

economical use, be* it industrial,,
commercial or housing—and all in i
keeping with a good master plan. >

In addition, the Committee s *

recommends that plans , for * re¬
development of certain areas be X
prepared in accordance with the;''a.
city's master plan and that in con*;

sidering future public works their
contribution toward redevelop*
ment be taken into account. It

also calls for (1) State enabling;
legislation to establish urban re* :?

development corporations, (2) ex- x
ercise of the power of eminentx
domain in behalf of such corporal
tions and (3) ; partial tax exemp* x
tion to redevelopment undertake;
ings. ; /VXvVxr Xl/X

; r». Total Housing Needs ; x
The Committee stresses partieu-^V

larly the importance of recognizp;
ing and meeting the total housing - ;
needs in a given locality. Failure
to do so in the past is responsible-^5'
for many conditions for which
remedies are now being sought/'^
The need should be met to theL'"
fullest possible extent by private^,
enterprise, but where housing the,?''
lowest income groups is uneco-.
nomical for private industry, pub;- !
lie housing will be necessary. • !
Declaring that stabilization

the home building industry and; ara'
more orderly flow of production ;
are essential to provide better,
less expensive housing, the Com-
mittee warns that home building
activity should be carefully develr /.!:
oped by each locality on the basi's
of its existing housing supply and .

need for additional housing. Tp.];
aid the making of local housing;
inventories and programs it
recommended that the Federal r

Government supply any local data "
it possesses, together with tec$'-f*f
nical assistance in the preparatiqp' I
of market data and analysis.

Pillsbury Mills Pfd.
Issue On Market

VA'jU'
'■■i—:

. m tij
A group headed by Goldman, rj

Sachs & Co., and Piper, Jaffray j
Hopwood on Sept. 12 offered
75,000 shares of Pillsbury Mills, ^
Inc., $4 preferred stock (no par)
at $100 a share. The company is ^
successor, by change of name, 'to ^
the 75-year-old Pillsbury Flour,!
Mills

'

Proceeds of the issue will be 1
used to redeem $4,475,000 of firstly
mortgage 3% bonds, representing^
the entire funded debt, and fo£)-.'
addition to working capital, ■■yx"'
The preferred stock is provide^

with a sinking fund to retire

every year a minimum of approk- 3 i

imately 2% of the amount issued.' J J
the amount increasing with earn-j ; |

ings to approximately 4%. The.--;
stock is redeemable to $105; 81 x

share for purposes other than the
sinking fund and at $102 for sink^;
ing fund, if redeepted before Oct,

15, 1947,. and at gradually dimin¬
ishing prices thereafter.
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lovernor Dewey Urges Rebirth
Oi Faith In Country's Future

(Continued from page 1130)

ihilosophy that our frontiers are
>ehind us and all we have left to
to is to quarrel over the division
>i what we have.'!'-?
Making the statement that

'when this Administration took
iffice the depression was already
iVer three years old," Gov. Dewey
stated: "Then what happened? In
[934, when the depression was
hen five years old—longer than
my other in a century—we still
lad 12,000,000 unemployed. By
[940 the depression was almost 11
>toars old. This Administration
lad been in power for seven
;traight years and there were still
10,000,000 Americans unemployed.
:t took a World War to get jobs
or the American people," he con-
inued. "Now Washington is get-
ing all set for another depress
;ion. They intend to keep the
toung men in the Army. The New
eal spokesmen are daily an¬
nouncing that reconversion;: will
je difficult, if not impossible:
hey say that relief rolls will be
mormous. . . . That's? what's
rong with the New Deal. That's
hy it's time for a change."
From Gov. Dewey's address we
Iso quote:
'"The New Deal really believes
hat unemployment is bound to
>e with us permanently. It says
o. They will change this 12-year-
)I& tune between now and elec-
i'on> They have done it every
ime. But they've always come
:>ack to it after election. The New
eal really believes that we can-
lot have good social legislation
and also good jobs for all. I be-
ieve with all my heart and soul
hat we can have both.

' "Of course, we need security
regulation. Of course, we need
aank-deposit insurance. Of course,
ve need price support for agricul-
ure. . . . Of course, we need
nemployment insurance and old-
age pensions and also relief
vhenever there are not enough
obs. Of course, the rights of
dbor to organize and bargain
©llectively are fundamental/ My
arty blazed the trail in that field
y passage of the Railway Labor
ct in 1926.
'"But we must also have a gov-
rnment which believes in enter-
arise and government policies
hich encourage enterprise."
'Stating that "we cannot have
*ob^ and opportunity if we surT
ender our freedom to govern¬
ed control," Gov. Dewey fur-
her said: "We do not need to sur-
•ender' our freedom to govern-
"ent control in order to have the
conomic security to which we
re entitled as free men. We can
ave both opportunity and secur¬
ity within the framework of a
xee society."
In his concluding remarks, Gov.
ewey said: "I am interested —

esperately interested in bringing
o our country a rebirth of faith
in bur future. I am deeply in¬
terested in bringing a final end
to 1 the defeatism and failure of
his" Administration in its domes-,
tic policies. I am deeply devoted
to ?*the principle that victory in
this? war shall 'mean victory for
freedom and for the permanent
peace of the world."
The Philadelphia address of

Gov. Dewey (who was introduced
by'Gov. Edward Martin of Penn¬
sylvania) follows in full:
"Tonight we open a campaign

to decide the course of our coun¬
try for many years to come. The
next national Administration will
take office Jan. 20, 1945, and
will serve until 1949. Those years,
1945 to 1949, will be largely —
and iwe pray, wholly, peacetime
years. • :' VV ?"
"For nearly three years our na¬

tion has been engaged in a World
War.? Today our armed forces are
winning victory after victory. To¬
tal, smashing victory is in sight.
Germany and Japan shall be
given the lessons of their lives

right in Berlin and Tokyo.
"America — our America which

loves peace so dearly — is prov¬

ing once again that it cam wage
war mightily i . . that it can
crush any aggressor who threat¬
ens the freedom which we love
even more than peace. The Amer¬
ican peoplelhave risen to the
challenge. The war is being won
on the battlefronts. It is also be¬

ing won in the factory, the office,
the farm, the mine and the home.
"Yes, we are proving that we

can wage war. But what are the
prospects of success as a nation
at peace? The answer depends
entirely on the outcome of this
election.-
"At the very outset I want to

make one thing clear. This is not
merely a campaign against an in¬
dividual or a political party. It is
not merely a campaign to displace
a tired, exhausted, quarreling and
bickering administration with a
fresh and vigorous administration.
It is a campaign against an ad¬
ministration which was conceived
in defeatism, which failed for
eight straight years to restore our
domestic economy, which has
been the most wasteful, extrav¬
agant and incompetent adminis¬
tration in the history of the na¬

tion and worst of ail, one which
has lost faith in itself and in the
American people.
; "This basic issue was clearly
revealed in the recent announce¬
ment by the Director of Selective
Service in Washington. He said
that when Germany and Japan
have been defeated it will still be
necessary to demobilize the armed
forces very gradually. And why?
Because, he said, 'We can keep
people in the Army about as
cheaply as we could create an
agency for them when they are
out.' .. ,

. "For six months we have been
hearing statements from the New
Deal underlings in Washington
that this was the plan. Now it is
out in the open. They have been
working up to it. Because they
are afraid of peace. They are
afraid of a continuance of their
own failures to get this country
going again. They are afraid of
America.

"I do not share that fear. I be¬
lieve that our members of the
armed forces should be trans¬
ported home and released at the
earliest practical moment after
victory. I believe that the occu¬
pation of Germany and Japan
should very soon be confined to
those who voluntarily choose to
remain in the Army when peace
comes. I api not afraid of the
future' of America—either imme¬
diate' or difetant. I am sure of our
future, if wg get a national ad-
ministration'jwhich believes in our
country. f;
I "The New Deal was founded on
the philosophy that our frontiers
are behind U| and all we have left
to do is to quarrel over the divi¬
sion of what-we have. Mr. Roose¬
velt, himself, said in 1932: 'Our
industrial plant is built ... our
task is not $ . . necessarily pro¬
ducing more goods. It is the so¬
berer, less dramatic business of
administering resources and
plants already in hand.' The New
Deal operated on that philosophy
for seven straight peacetime years
with unlimited power. At the end
of that time in 1939, the New Deal
gave its own official verdict on
its failure by this cold admission:
'The American economic machine
is stalled on dead center.'
"The administration knows that

the war, with all its tragic toll of
death, debt and destruction, is the
only thing that saved it. They are
deadly afraid that they will go
back to resumption of their own
failures. That is why they are
afraid to let men out of the Army.
That is why they say it is cheaper
to keep men in the Army than to
let them come home.

"Now let us get another point
straight for the record right here
at the beginning. In the last hun¬
dred years we have had 11 pe¬
riods during which business and
employment were well below nor¬
mal. During that period, the aver¬

age depression lasted two years.
In the entire hundred years the
longest depression of all was five
years and the next longest was
four years—up to the last one.
i "When this administration took
office the depression was already
over three years old. Then what
happened? In 1934, when the de¬
pression was then five years old
--longer than any other in a cen¬
tury—we still had 12 million un¬

employed. By 1940, the depression
was almost 11 years old. This ad¬
ministration had been in power
for seven straight years and there
were still ten million Americans
unemployed.
; "It took a World War to get
jobs for the American people.
/ "Let's get one thing clear and
settled. Who was President dur¬

ing the depression that lasted
from 1933 until sometime in 1940
when war orders from? all over

the world began to bring us full
employment again? The New Deal
kept this country in a continuous
state of depression for seven

straight years. It made a three-
year depression last eleven years
—over twice as long as any other
depression in a whole century.
"Now, Washington is getting all

set for another depression. They
intend to keep the young men in
the Army. The New Deal spokes¬
men are daily announcing that re¬
conversion will be difficult, if not
impossible. They say that relief
rolls will be enormous. They
drearily promise us that we will
need to prepare for an army of
unemployed - bigger than the
armies we have put in the field
against the Germans and the Jap¬
anese. That's what's wrong with
the New Deal. That's why it's
time for a change. "
1 "The reason for this long con¬
tinued failure is two-fold. First*
because there never was a' worse
job done of running our govern¬
ment. When one agency fails, the
New Deal just piles another on
and we pay for both. When men
quarrel, there is no one in au¬
thority to put a stop to it. When
agencies get snarled up there is
no one in authority to untangle
them. Meanwhile, the people's
business goes to pot and the peo¬

ple are the victims.
; "Right in the final crisis of this
war, the most critical of all war
agencies — the War Production
Board — fell apart before our

eyes. This' is also the Board in
charge of reconversion and jobs.
Yet we have seen quarrelling, dis¬
unity and public recriminations
day after day, as one competent
man after another resigned and
the head of the Board was sent
to China. We have seen this hap¬
pen in agency after agency. The
cost to the war effort, to the coun¬

try, can never be calculated. And
it's time the people put an end
to it.
"When the WPB fell apart, so

did your chance under this ad¬
ministration for jobs after the
war. For now the New Dealers
have moved in, and their handi¬
work, their promise for America
is not jobs — but the dole.
"The other reason for this long

continued failyre—the reason why
they are now dismally preparing
for another depression — is be¬
cause this administration has so

little faith in the United States.
They believe iri the defeatist phil¬
osophy, that, pur industrial plant
is built,<;.that('9ur task is not to
produce, .more , goods but to fight
among, ^ourselves,; over what we
have. ; "7-;.\
"I believe that we have not

even begun to build our indus¬
trial plant, We have not ex¬
hausted our inventive genius. We
have not exhausted our capacity
to produce more goods for our
people. No living man has yet
dreamed of the limit to which we

can go if we have a government
which believes in the American

economic system and in the
American people.
"This administration is con¬

vinced that we can achieve social
security only by surrendering a
little bit of freedom for every

little bit of security. That is ex-*

actly what our enemies thought.
So their people first lost their
freedom and then their security.
I cannot accept that course for
America. I believe — I know —

that we can achieve real " social
security only if we do keep our
freedom. ... .. . ■ ? .

"There can be — there must be
— jobs and opportunity for all,
without discrimination on account
of race, creed, color or national
origin. There must be jobs in in¬
dustry, in agriculture, in mines,
in stores, in offices, at a high
level of wages and salaries. There
must be opportunity and incentive
for men and women to go into
business for themselves.
"The war has proved that de¬

spite the New Deal, America can
mightily increase its frontiers of
production. With competent gov¬
ernment America can produce
mightily for peace. And the stand¬
ard of living of our people is lim¬
ited only by the amount,of goods
and services we are able to pro¬

duce.

"The New Deal prepares to
keep men in the Army because it
is afraid of a resumption of its
own depression. They can't think
of anything for us to do once we

stop building guns and tanks.
But to those who believe in
America, there's lots to do. Why
just take housing, for example.
If we simply build the homes the
American people need in order to
be decently housed, it will keep
millions of men employed for,
years. After 12 years of the New
Deal the housing of the American
people has fallen down so badly
that just to come up to the stand¬
ards of 1930 we will need to build
more than a million homes a year

for many years to come. And this
does not include the enormous

need for farm housing repairs and
alterations.

.[ "By the end of this year we will
have an immediate need for
6,000,000 automobiles just to put
the same number of cars back on

the road that were there in 1941.
We will need after the war three
and one-half million vacuum

cleaners, 7,000,000 clocks, 23,000,-
000 radio sets, 5,000,900 refrigera¬
tors, 10,000,000 dlectric irons,
3,000,000 washing fnachines;* and
millions of other household ap¬

pliances. There are 600 different
articles made of steel and iron
which have not been manufac¬
tured since 1942. All this means

production and production means
jobs. But that kind of production
and that kind of jobs are beyond
the experience and vision of the
New: Deal. . '

"Ifie transportation industry —

rail, jiiir and motor is waiting
to get going. ,

'"me mighty# energy we found
lyin$ dormanf and unused in this
county at the beginning of the
war must be turned from de¬
struction to creation. There can
and must be jobs for all who want
them and a free, open door for
every man who wants to start out
in business for himself.
"We know from long experi¬

ence that we will not provide
jobs and restore small business by
the methods of the New Deal. We
cannot keep our freedom and at
the same time continue experi¬
mentation with a new policy
every day by the national govern¬
ment. We cannot succeed with a
controlled and regulated society
under a government which de¬
stroys incentive, chokes produc¬
tion, fosters disunity, and dis¬
courages men with vision and
imagination from creating em¬
ployment and opportunity.
"The New Deal really believes

that unemployment is bound to be
with us permanently. It says so.

They will change this 12-year-old
tune between now and election.
They have done it every time.
But they've always come back to
'it after election. The New Deal

really believes that we cannot
have good social legislation and
also good jobs for all. I believe
with all my heart and soul that
we can have both.
"Of course, we need security

regulations. Of course, we need
bank deposit insurance. Of course,
we need price support for agri¬
culture. Of course, the farmers of
this country cannot be left to the
hazards of a world price while
they buy their goods on an
American price. Of course, we
need unemployment insurance
and old age pensions and also re¬
lief whenever there are not

enough jobs. Of course, the rights
of labor to organize and bargain
collectively are fundamental. My
party blazed the trail in that field
by passage of the Railway Labor
Act in 1926.

"But we must also have a gov¬
ernment which believes in enter¬

prise and government policies
which encourage enterprise. We
must see to it that a man who
wants to start a business is en- .,

couraged to start it, that the man
who wants to expand a going
business is encouraged to expand
it. We must see to ht that the

job-producing enterprises of
America are stimulated to pro¬

duce mQreAiPbs. We must see to
it that the man who wants to pro¬

duce more jobs is not throttled by
the government — but knows that
he has a government as eager for
him 'to succeed as he is, himself.
"We cannot have jobs and op¬

portunity if we surrender our
freedom to government control.
We do not need to surrender our
freedom to government control,
order to have the economic se¬

curity to which we are entitled
as free men. We can have both

opportunity and security within
the framework of a free society.
That is what the American people
will say at the election next No¬
vember.
"With the winning of the war

in sight, there are two over¬
shadowing problems. First, the
making and keeping of the peace
of the world so that your children
and my children shall not face
this tragedy all over again. This
great objective to which we are
all so deeply devoted, I shall talk
about at Louisville tomorrow

night on the radio.
"The other problem is whether -

we shall replace the tired and ;

quarrelsome defeatism of the J
present - administration with a *
fresh and vigorous government
which believes in the future of .

the United States, and knows how *•
to act on that belief.
"Such action involves many}

things: tax policies, regulatory ?

policies, labor policies, opportun- .

ity for small business, the bu- ■

reaucracies which are attempting -

to regulate every Jdetail of the
lives*of our peoplethese are."
all of major importance. I shall
discuss each of them in detail <.

before this campaign is over."
I will discuss them in plain.
English and say what we propose .

to do about them.
"I am interested — desperately *

interested in bringing to our.

country a rebirth of faith in our "
future. I am deeply interested in ,

bringing a final end to the de- ..

featism and failure of this ad- ;
ministration in its domestic pol- -

icies. I am deeply devoted to the ,+
principle that victory in this war
shall mean victory^ for freedom
and for the permanent peage of
the world. Our place in a peaceful,
world can and will be made se- ?
cure. But nothing on earth will
make us secure unless we are

strong, unless we are productive
and unless we have faith in our¬
selves. We can and we will re¬
cover our future and go-forward
in the path of freedom and secur¬
ity. I have unlimited faith that
the American people will choose
that oath next November."

Gov. Dewey's Louisville
- Address

In a further campaign address
at Louisville, Ky., on Sept. 8. be¬
fore the Federation of Republican
Women's Clubs, Gov. Dewev dis¬

continued on page 1156)
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Goveinoi Dewey
Of Faith In

(Continued fr
cussed the problems of victory,
and in stating that "we are seek¬
ing to make secure the peace of
the. world, not merely in the,next
ten years, but as f&r ahead the
mind of man can think," hejsaid
"we will delude ourselves' if we
think that the disarmament of
Germany and Japan will elimin¬
ate from the face of the earth all
future threats to the peace of the
world."
So he continued "we must have

a world organization equipped to
meet the problems now unfore¬
seen which may arise five and ten
or fifty years from now. That
world organization must be the
work of many minds. No one man,
or three or four men, can shape
it. Some sixty nations, great and
small, must help shape it, believe
in it, join it, make it work."
He asserted that "this world or¬

ganization should develop effec¬
tive cooperative means to-prevent
or repel military aggression, and
such means should include the use
of force as well as the'Vhobiliza-
tion of international opinion, of
moral pressure and economic
sanctions. We should and must
work to Create conditions un,der
which peace will be desired and
not merely compelled," he said,
and "if we are to obtain this ideal,
we must be fair and upright in
our dealings with the smaller na¬
tions. They, no less than our¬
selves, have a stake in world
peace."
Declaring that "we Americans

and a few strong friends must not
assume the right' to rule the
world," Gov. Dewey in part fur¬
ther stated: ;: 7
"It is the obligation of the

mighty to make common cause
with the less powerful in the in¬
terests of justice and peace. . . .

There will be for each of us, not
only as nations but as individuals,
the daily task of getting along
with our neighbors wherever they
QF0.

"By this I do not mean getting
along by the philosophy of the
Washington wasters. They have
been proposing that America
should try to buy the good will
of the world out of the goods and
labor of the American people.
"They propose to buy them¬

selves international power out of
our pocketbooks. They are the
very ones to tell us America is
old and that its period of vigor is
over. They say we are mature and
have no future except to quarrel
over the division of what we have.
Yet they now;} talk glibly of an
American WP^Jpr all of the«rest
of the world. ^ v
"That is no lasting way to win

friends or to influence peoples.
"Good will cannot be bought

with gold. It flows to the man
who successfully manages his own
affairs, who is self-reliant and in¬
dependent, yet who is interested
in the rights and needs of others.
"We shall want to help — we

will help—the liberated peoples
through this period of, crisis, so
they can again help, themselves.
We can and we will seek to work
out conditions that will lead to
an even wider exchange of goods
and services without injury to our
own people."
The following is Gov. Dewey's

Louisville address in full:
It is good to be in Louisville

again and to be the guest of Gov¬
ernor Willis and the Federation of

Republican Women's Clubs. I am
particularly happy to be able to
attend this biennial conference of
the women of bur party because
it symbolizes the vital influence
of the women of America in our

public affairs.
Your influence is needed. Your

help is needed in our government.
It is. especially needed to bring
about the thing that is closer to
our.hearts than life itself — the

achievement of a permanent
peace at the end of this war. We

Urges Rebirth
Country's Future
)m page 1155)
are willing to fight for it. Thou¬
sands of our sons have died for it.
We must be willing to struggle,
to work and to sacrifice for it in
the years to come.
Twice within 25 years the

American people have gone to
war to defend their liberties from
attacks that had their beginnings
thousands of miles away. As a
result we Americans are com¬

pletely agreed upon one position:
We do not intend to have a third
world war. This time must be
the last time.
We know that we cannot make

good that resolve by any effort to
withdraw or- isolate ourselves
from the rest of the world. Our

problem is not how to stay out
of a future war. Our problem is
to prevent a future war before it
happens, instead of getting into it
after it has happened.
Of course, that is easier said

than done. Wars have had a habit
of recurring regularly through all
the centuries. But

, when war
comes to' us it brings forth a
united American effort. It is a

non-partisan matter. So also must
we make peace a non-partisan
matter, to be achieved through a
united effort. Only through a non¬

partisan approach to the shaping
of a peace structure can America
achieve unity of purpose. Only
with upity of purpose can Amer¬
ica exercise the influence in the
world for which its real strength
has equipped it. I am deeply con¬
vinced that our peace efforts can
and must become a non-partisan
effort. ■ ■ V \
This idea is already at work.

I have made a practical begin¬
ning with Secretary Hull in bi¬
partisan cooperation to establish
an international organization for
peace and security. Both parties
are working together today "in
this great labor so that it can

go forward year after year, dec¬
ade after decade, regardless of
the party in power.
And let me make this plain:

I believe that the organization of
peace is a subject which should
be talked about earnestly, widely
and publicly. *f:
We c&nnot ^meet lthe-problems

of peace* on any) hush-hush, pussy¬
foot basis, i The t steps ; by which
this great goal is to be approached
cannot be secret. They must not
be devious or obscure. On the

contrary, they must be methods
the American people will believe
in. They must involve procedures
and commitments that the Amer¬
ican people will not merely accept
for today but will wholeheartedly
support today, tomorrow and 50
years from today. ;ni yr»i: v;'«t ic
For no document'we sigmiJatdhe

end of this war will, of .itself,
preserve peace. Peace/will be .pre¬
served only by the;hard labor, :the
understanding and i the willing¬
ness of all people during all the
years to come. It will take sacri¬
fice and continuing effort. It will
never be something we can take
for granted. We must wage peace,
as we have waged war, by the
united purpose of our people.
That is why I have taken un¬

precedented action to promote the
non-partisan character of the
conferences now in progress. Ex¬
perts of both parties and members
of the Senate of both parties are
now conferring and will continue
to confer on the work in progress.
So long as I have anything to say
about it, I shall insist on two

things: Fir?t, that the American
people shall be fully informed
of our efforts to achieve and to
keep the peace. Secondly, these
matters shall never be subjects for
partisan political advantage by
any individual, or by any party
either in or out of power.
Tonight I want to discuss a few

of the many aspects of the prob¬
lem of preventing future wars.
There are, at once, two differ¬

ent things to be done. One deals
/ i • , r •; (: x_ • t"..: )■ ■ .(.il

with the immediate problems of
victory and the other with the
long-term, world-wide problems
of organized peace. Work on both
should go ahead right now. But
they are different problems en¬
tirely.
Let us consider first the imme¬

diate problems of victory. I have
long and repeatedly insisted that
when the period of actual combat
is over we must continue close

cooperation among the four great
powers, the United States, Great
Britain, Russia and China. The
disarmament of Germany and Ja¬
pan — a disarmament that must
render them powerless to renew
aggression — is primarily a re¬
sponsibility of the victorious Al¬
lies. What must be done to carry

out that responsibility?
First, the military ' defeat ol

Germany and Japan must be
complete and crushing. Germany
must never again suffer the delu¬
sion that she could have won.

Japan must be utterly beaten. The
people — not just the leaders —

of those nations must be taught
to see and to believe that wai

does not pay. They must learn
in their hearts the bitter lesson
that they must not try it again
The criminals, high and low, in

both Germany and Japan whe
have outraged the world by their
treatment of minorities, of war

prisoners and of conquered peo¬
ples — these men must be deall
with — promptly, justly and re¬
lentlessly.
Germany and Japan must be

completely disarmed. The weap¬
ons of aggression must be taken
away from them, broken up or
destroyed. Beyond that, the very
means of re-armament, the chance
to make guns and fighting planes
and warships, must be forbidden
them.

But we must remember that we
are not worrying about another
world war in the next five years
or ten years. All the great powers
will be too exhausted and de¬

pleted to wage a great war then.
Our task and our hope is to see
that war does not come upon us
when warlike qations are again
strong enough to wage it.
In the case of Germany, it will

probably be necessary to estab¬
lish a commission which in the
first instance and for a number
of years to come must be respon¬
sible to the victors. That commis¬
sion must supervise the actual
disarmament of Germany and the
necessary measure to prevent re¬
armament. To prevent rearma¬
ment it will be necessary either
to eliminate or to place under
close supervision those industries
which are readily convertible to
war production.
1 For some years to come, it may
be necessary to forbid Germany
any aviation industry of her own.
I have already suggested the ad¬
visability of internationalizing the
entire Ruhr, which is the heart of
Germany's heavy industry. Such
a course would have its advan¬

tages not merely in removing
from direct German national con¬
trol the raw materials and the in¬

dustry for new war production.
It would also permit this area to
work for the economic rehabilita¬
tion of the entire continent of

Europe.
In the case of Japan, similar

measures adjusted to the partic¬
ular characteristics of that island
nation will be needed. Here
China, clearly, will have a def¬
inite and special interest. But the
disarmament of the aggressor na¬

tions, the punishment of war

criminals, the immediate post¬
war supervision of German and
Japanese industry — all this is a

responsibility of tl}q,/yiqtqrs rapdj of
such of the liberated ccqmme^s
are willing and $bl^t%#>)&4h
the endeavor. T' " ^ i isVbn
These are specific tasks. ,whiph

we can plan now and carry out
according to agreement publicly
made and publicly to be observed.
This is the specific task of the
great, victorious powers. r
The other task is the broader

one. It is to establish a world or¬

ganization in which all nations
may share as sovereign equals, to

. • f "1.» r• : i 1 i v •J;' !j ,; ; <, ■ v ^~:

deal with future threats to the

peace of the world from, what¬
ever source, and on a permanent
basis.

. • ~
If our only problem were to

make certain that neither Ger¬

many nor Japan should ever

again be able to renew their at¬
tack upon the peace of the world,
it would be fairly simple. We
would have only to disarm those
nations and keep them disarmed.'
But let us be clear-headed as we

'.ook into the future. There have
oeen many wars in which neither
GlermanySior Japan took part. We
must take measures broader in

;cope than just to deal with the
iggressors of this war.
We are seeking to make secure

the peace of the world, not merely
.n the next ten years, but as far
lhead as the mind of man can

hink. We will delude ourselves
if we think that the disarmament
of Germany and Japan will elim¬
inate from the face of the earth
ill future threats to the peace of
;he world.

So we must have a world or¬

ganization equipped to meet the
problems now unforeseen which
nay arise five and ten or 50 years
;rom now. That world organiza-
:ion must be the work of many
ninds. No one man, or three or
lour men, can shape it. Some 60
nations, great and small, must
help shape it, believe in it, join
t, make it work.
Upon certain aspects of the or¬

ganization we are, I think, agreed,
fhere will be a general assembly
comprising all peace-loving na-
:ions of the world. In this general
assembly all nations shall have
•epresentation. It is generally
agreed, too, that there will be a
council small enough for almost
continuous meeting and prompt
action. The major nations will
participate in the council and the
imaller ones through selected
representatives. This world or¬

ganization should develop effec¬
tive cooperative means to prevent
ar repel military aggression, and
such means should include the use

of force as well as the mobiliza¬
tion of international opinion, of
moral pressure and of economic
sanctions. ' There should be a

world court to deal with justicia¬
ble disputes.
But even this is not enough. We

should not seek merely repression
of conflict. Force breeds revolt
unless it is the servant of the law
and the servant of justice. We
shduld and must work to create
conditions under which peace will
be desired and not merely com¬

pelled.
If we are to obtain this ideal,

we must be fair and upright in
our dealings with the smaller na¬
tions. They, no less than ourselves,
have a stake in world peace.
We in America believe that all

decent members of a society mUst
share the responsibility for 'its
order. If we are to giv6! 'leader¬
ship to the world, we must; put
into action the ideals'we' believe
in. The people of Poland, ( iof
France, of the Low Countries, the
people of Norway know even
more bitterly than we the price
and the tragedy of war. They
and all other peoples of good will
are entitled to full partnership in
preventing its repetition. They
feel as deeply as we do. Their
stake is as great as our stake.
The Polish mother feels, no less
deeply than the American mother,
the loss of a son or a husband.
To us, might can never make
right. We Americans and a few
strong friends must not assume
the right to rule the world. It is
the obligation of the mighty to
make common cause with the less

powerful in the interests of justice
and peace.
'

When we have done all these

things, we shall be only at the
threshold of the better world we

seek. There will be for each of

us, not only as nations but as in¬
dividuals, the daily task of getting
along with pur neighbors wher¬
ever they are.
By this I do not mean getting

along by the philosophy of the
Washington wasters. They have
'■ j- . ;;t •: j „_x j ,i; ■

been proposing that America
should try- to buy the good will
of the world out of the goods and
labor of the American people;
They propose to buy themselves

international power out of our
pocketbooks. They are the very
ones to tell us America is old and
that its period of vigor is over.'
They say we are mature and have
no future except to quarrel over
the division of what we have.
Yet they now talk glibly of an
American WPA for all of the rest
of the world, 1 ^

To hear them talk, Uncle Sam
must play the role of the kindly
but senile old gentleman, who
seeks to buy the good will of his
poor relations by giving away the
dwindling remains of his youth¬
ful earnings.
That is no lasting way to win

friends or to influence peoples.
Good will cannot be bought

with gold. It flows to the man

who successfully manages his own
affairs, who is self-reliant and in¬
dependent, yet who is interested
in the rights and needs of others.
We shall want to help —we

will help —^ the liberated peoples
through this period of crisis, so

they can again help, themselves.
We can and we will seek to work
out conditions that will lead to
an even wider exchange of goods
and services without injury to our
own people. We look toward1 a
more general access to the raw

materials of the world as to an

ever-widening opportunity for all
to contribute most effectively
their best to the production of
the goods needed by all. ^

Beyond that, we know that we
shall be able to help in keeping
this long peace we pray for, only
if we are strong at home. We can
no more separate our armies in
the world from our domestic af?
fairs than our armies can fight
without our production at homei
If we are to have leaders who set

group against group; if we are to
be governed by the philosophy
that America is overbuilt and is

done; if we cease to be a land of
opportunity for our own people,
then we shall fail both at home
and abroad. ; tL :
But if here this year we can

put down forever this spirit of
defeatism that has haunted our

government for 12 long years, if
we can restore the faith of Amer¬
icans in America, if we can regain
the irresistible,, forward progress
which never halted until the New
Deal decade of the 1930"s, then
we need have no fear either at
home or abroad.
I say "if." But we need have

no doubts. The great achieve?
ments of American industry,
American labor and American

agriculture in meeting the i, re¬
quirements of this war are a

challenging demonstration of
what this country can do and caii
be when we once more turn ouf

energies to the pursuits of peace.
For years I have been saying Up

and down the country that Amer¬
ica is not finished. It need never

be finished. America is at the
morning of her destiny. If you be'r
lieve with me, let us now resolve
that we will never rest until WO
make the American dream a liv¬

ing and a moving reality, r

A vital and necessary part of
American dream is that America'

shall, by her conduct and ex¬

ample, give leadership and ui-;
spiration to the world. We are hi
the fullness of our strength. We
shall go forward on this mighty
continent of ours to build a better
life for all our people and in; so
doing, we shall help build a better
world for all the peoples of the
earth.

Mr. Dewey At Des Moines/
At a press conference at Des

Moines, Iowa, on Sept. 11, Gov¬
ernor Dewey is said to have ac¬

cused the Roosevelt Administra¬
tion of failing to prepare, for War
and of delay now in planning for
reconversion to peace. He also
took exception to points on for¬
eign policy made by Wendell L!.
Willkie in his recent article; in
"Collier's." We quote from special
Des Moines advices to the New
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York "Times," by Warren Mos¬
cow, which added that Mr.
Dewey's main points, all made in
resoonse to questions, were these:

1. The Roosevelt Administra¬
tion made absolutely no military
preparations for the events it now
says it foresaw and the Army
numbered only 75,000, . - i
2.. The Roosevelt Administra¬

tion is just as incapable of pre¬
paring for the peace. The Byrnes
report is at least seven and one-
half months late and represents
only a start and Mr. Dewey is not
prepared at this time to say even
whether it is a good start.

3. Mr. Willkie's raising, in his
article in "Collier's," of the ques¬
tion of sovereignty and the neces¬

sity of giving some of it up was
the raising of a "shibboleth." Both
major parties, Mr. Dewey said,
had agreed that the sovereignty
of all nations was to respected
and preserved in the world organ¬
ization. At the same time every¬
one knows that every time a na¬
tion signs a trade agreement or a
treaty it gives up something, yet
demonstrates its sovereignty by
the act of signing the treaty.

■ The "Times" account reported
that Mr. Dewey arrived at Des
Moines Sept. 11, and left in the
evening for Valentine. Neb., where
he planned to spend the better
part of two days. He had no
formal speech scheduled at Des
Moines, but he gave a short talk
at: the railroad station when his
train came in. During the day he
held conferences with Republican
leaders, said the "Times" advices
by Mr. Moscow, which also had
the following to say:
v At the railroad station, where
he was greeted by a crowd oi
about 3,000, Mr. Dewey declared
that American economy required
equality of labor, industry and
agriculture.
■fr The * press conference began
with a request by a reporter for
comment on the Byrnes reconver¬
sion report. Mr. Dewey said that
he had had time to make only a
preliminary study of the report.
Then he added: . , r.

"It was in Pittsburgh six weeks
ago that I pointed out that the
Administration was six months
late. Well, now they are only
seven and one-half months late
with the Byrnes proposal and it is
my earnest hope that that pro¬
posal will mean action and not
just words, because it is very,
very late." 1
*
f Did he mean action along the
lines laid down in the report?

- "At least that is a start," Mr.
Dewey replied. '
:He was asked how he fixed the

Seven and one-half months period.
"

"Well," he answered, "I said in
Pittsburgh six weeks ago that a
plan for reconversion should have
peen much further along. You
can't reconvert the industry of
this country without notice and
without permission since so much
of it is under Government control
today. The mere physical prob¬
lem of getting Government prop¬
erty out of the plants so that they
can start to reconvert is a gigantic
undertaking that requires long
and skillful planning in advance,
the like of which we have never
seen in this Administration."
When he said that the Byrnes

report was a start, did it mean
that he approved of most or all of
its provisions? he was asked.

said I have not had ample
opportunity to study it, so I am
passing judgment on it at this
time." . ":
The first of several questions

about Mr.Willkie's article in ''Col¬
lier's," which was severely critical
of the foreign policy planks in the
Democratic and Republican plat¬
forms, dealt with Mr. Willkie's
contention, as quoted by a re¬
porter, that foreign and domestic
policies were inseparable, with
our domestic welfare depending
on our foreign policy.
^"That is what I have been say¬
ing for years," Mr. Dewey stated.
"I fact, I just finished saying it in
my Louisville speech. If I can re¬
call the words of the Louisville
speech, they are as follows: 'Our

foreign policy can - never be
stronger or more effective than
the strength of the American peo¬
ple at home.' In fact, there was
one sentence which read about as
follows; 'We cannot have influence
in ., the world in achieving the
peace that is so essential and so
close to the hearts of all of us if
we do not go forward to full pro¬
duction and full employment after
the war

"That is just as essential as the
home production of war goods is
to our men who are fighting on
the battlefronts of the world. The
two are utterly inseparable.
"And, of course, the tragedy of

the present situation is that we
have an Administration seeking
re-election now which was eight
years in office while all these tre¬
mendous forces were rising to¬
ward war which did absolutely
nothing to prepare the American
people for the war and at the end
of those eight years in office the
Administration still had a limping,
unproductive economy, with ten
million unemployed, and abso¬
lutely no military preparation for
the events it now claims it fore¬
saw. As a matter of fact, we had
an Army of 75,000." / 1
The next questioner told Mr.

Dewey that in effect, in the Col¬
lier's article, Mr. Willkie had re¬
peated the idea that "we must
give up some of our sovereignty
in order to have world security."
"Well, that is a shibboleth," Mr.

Dewey replied. "Every time you
sign a treaty agreement with a
nation you give up a little some¬

thing as they give up a little
something.
"Both parties are agreed that

we shall respect in the interna¬
tional peace organization the sov-
areignty of 60 nations of the
world, that that sovereignty shall
be respected and preserved." 1 :

• When he used the phrase "that
is a shibboleth," what did the
word "that" refer to? he was
asked.
"The argument itself," he re¬

plied. "To raise the argument of
sovereignty, one way or another,
seems completely beside the point,
because both parties are agreed,
publicly and repeatedly, that the
peace of the world is to be only
maintained between the 60 sov¬

ereign nations of the world. There
is no disagreement whatever be¬
tween the parties, and yet at the
same time I think every intelli¬
gent person understands that gv-
ery time you sign an agreement
with another nation, to the extent
of that agreement you have been
giving up a little something and,
at the same time, by signing the
agreement to give up something,
you exercise an act of sov¬
ereignty."
Mr, Dewey was asked, if, in

vie\ft of the Democratic contention
that Mr. Roosevelt's knowledge of
wojld affairs would be needed in
thg peace period, he would offer
Mr. j (Roosevelt a post as a repre¬
sentative of America in the peace

negotiations. , _

"I have been asked that ques¬

tion in similar forms before and
my answer is the same," he
stated. "I am not indulging in
Cabinet making at this time."
He was told of a speech, critical

of him, made by Sidney Hillman,
Chairman of the CIO Political
Action Committee.

"That makes our regard for
each other mutual," commented
Mr. Dewey. \ ; !. ;

A Des Moines reporter asked
Mr. Dewey if he agreed with his
running mate, Gov. John W.
Bricker, that the Triple A (the
Agricultural Adjustment Act)
should be abandoned two years
after the war. Mr. Dewey replied
that he did not know Mr. Bricker
had said that. The reporter in¬
sisted that he had in a speech in
Des Moines some time ago. Mr.
Dewey said that he had a farm
speech already in draft and
would deliver it later in the cam-;

paign, but not on the present trip.
Asked about the prospect of a

food surplus after the war, in
view of the Government reports

Warns Against Becoming uSoft"
Under Government Paternalism
The August "Letter" Of First National Bank Of Boston
Urges Need For Realism In Grasping Post-War Problems
And Calls For Abandonment Of Search For Panaceas ,

"As we stand at the threshold of victory over the Nazi forces iii
Europe, the problems of peace loom challengingly before us. To win
that peace at home and abroad, clear thinking and realism are im¬
perative. Otherwise, the democracies of the world will again be
vulnerable to the forces of aggression," says The First National Bank
of Boston in its current New England Letter. Continuing the Bank
says, "The survival of civilizations-
is dependent upon the establish¬
ment of a proper balance between
softness and hardness. If the scale

tips toward the former, we have
degeneration and submission. On
the other hand, the predomination
of hardness leads to brutality and
war.

"In the two decades or so be¬

fore the war this country was

growing soft and shied away from
reality by taking the easy way
out. From now-: on we shall be

on food stock piles, Mr. Dewey
declared that great care would
have to be exercised to see that

these food stock piles were not
handled in such a manner as to

glut the market in any one year
and thus hurt the American
farmer. That's another reason we

need a change of Administration,
he contended.

Did he mean to imply that he
favored controlled food distribu¬

tion? ; ,,

"Another FDA?" inquired the
Governor. "I would say there is
certainly a job that will have to
be done, but whether it is done
through special agencies or how
is a matter I will discuss in

speeches later in the campaign,
and it will have to be done skill¬

fully so that it does not come in
bunches and is not dumped in
special areas. Otherwise it would
wreck the whole distribution sys¬

tem. That's the idea." * rh''
Gov. Dewey on his tour stopped

off on Sept. 9 at his home town,
Owosso, Mich., where he was ac¬
corded a royal welcome. The Gov¬
ernor was there quoted by Mr.
Moscow as saying:
"In this campaign we are dedi¬

cated to the proposition that
America shall do its part, its all,
to make certain that the tragedy
and death of this war shall never

happen again.
"We are dedicated to the belief

that by bringing a fresh, a new
and courageous administration to
this country which believes in the
United States and in its future
we can strengthen our opportu¬
nity for a great peace.
"We can strengthen our coun¬

try so that it can take it proper
position and leadership in seeing
that wars such as this do not again
come on the world.
"We represent the cause of

freedom in the United States that
you and I, who live in small
towns and who know what real
democracy is, believe it to be.
"We represent the belief that

no Government, no matter how
wise and beneficient can order the
lives of 130,000,000 Americans
without destroying the things that
we believe in more than anything
else in the world. .

"America must be determined
that the war shall never happen
again and its people must dedicate
themselves to building up inter¬
nally to be prepared for a great
peace." ■— k **• ' *< "

3From MrV'Mbscow's advices we

afsd9&urit&T • b -■ -. vv,v:1
^{"As^h^^^st^^peci off his special
train at Lansing at midday for a
Visit 'of seven hours, a crowd of
5,000 cheered and shouted.
While in Lansing Mr. Dewey be¬

gan the series of conferences with
political leaders and representa¬
tives of various organizations sup¬

porting his candidacy which will
occupy most of his time between
today and Sept. 18, when he will
make his next speech in Seattle."

compelled to grapple with our
problems because their magnitude '
rules out by-passing. i
"There are grandiose blueprints

not only for the vast outpouring
of Federal funds at home but also
for reconstructing the world by
lifting living standards every- J
where. The country will, .as a
matter of humanity and of en- j
lightened self-interest, help the
stricken nations to their feet and
aid in providing facilities so that
they can go to work and help
themselves. But there is a point j
beyond which we cannot go with-
but bankrupting ourselves and
dragging the world down with us.!
The end of the war will find an j
impoverished Europe with chan- j
nels of trade disrupted, but these
countries will muster their•
strength and rise again. The try-'
ing ordeals through which they
have passed will develop a capa¬

city to deal with the difficult
tasks that: will confront them.
Stern necessity will compel them
to work hard and for long hours.
We shall have to match our brains,
skill, and energy with a group
that has become hard, shrewd,
and determined, and that after the
war may initiate an aggressive
trade front. We may find our¬

selves too soft when the battle for
world markets begins. It is well
to recall that after the last war,

Germany in a comparatively short
period emerged from bankruptcy
and chaos to become a most for¬
midable competitor in world
trade. , , ■ .

"For nearly four decades our
sense of values has been warped
by the stupendous outlay of
money for war purposes,; specula¬
tion, and pump priming. >ilt has
created the impression; that this
vast outpouring it of i;money was
evidence of great wfcalthi and the
key to abundance, ease,: and se¬
curity, and that the long-looked-
for formula of getting something
for nothing has at last been
found.
"Past generations had a keen

sense of social responsibility and
not only paid their own way but
set aside a large part of their
resources and productive effort to
fortify the future. They under¬
stood; that the creation and perpet¬
uation Of wealth were dependent
upon >hard work and thrift, and
thht.money and investments were
tokens of facilities that provided
employment'and income. In con¬
trast, this generation has been too
inclined to lose sight of the need
for productive facilities or the
source of payment for them and
has instead placed the emphasis
upon public spending. This is a
dangerous illusion for the distort¬
ed theory is incorporated into
Governmental policies as well as

legislation, thus setting the na-:
tional pattern and shaping our

destiny, i ' ► ■ • . •

"Unless there is a fundamental

change in our concepts of money
and wealth, we shall continue
down the road of creeping collec¬
tivism, with a constant dwindling
of economic freedom and private
enterprise, until we are event¬
ually engulfed in totalitarianism.
"With stakes so high it is well

to give sober thought before tak¬
ing the reckless plunge that will
seal the doom of the things we

hope to win and to preserve by
victory over the forces of aggres¬
sion. This does not mean that the

Government should not cushion
the shocks in time of depression

or establish some form of security
against the contingencies of life,'
but rather that we cannot afford

to adopt national policies that are
fallacious, that aggravate ills in¬
stead of curing them, and that en¬
tail costs that stagnate or crush
instead of revive and stimulate

the economy.: ,

"Trie forces set in motion by
the war will open up new vistas
and. new frontiers, while the re¬
markable development that has
taken place in communication and
transportation has shrunk the
world within a narrow orbit for
the more ready exchange of
goods, services, and ideas. There
are available the necessary re¬

sources, manpower, and research
facilities to rebuild in a compar¬

atively short time what the war
has destroyed and to lay the
foundation for higher living
standards everywhere.
"The United States is destined

to play the leading role in world
reconstruction. The greatest con¬
tribution that we can make is to

establish a strong economy and to
adopt sound domestic and inter¬
national policies that , square with
reality and are based upon indi¬
vidual leffort and enterprise. .We
shouldoabandon the search for
panaceas cjtp pur ills and concen¬
trate uponimaking the American
system work, for with all of its
shortcomings it is the best that
has as yet been devised, as dem¬
onstrated by its outstanding ac¬
complishments in peace as well as
in war. Grandiose plans under the
leadership of a paternalistic Gov¬
ernment cannot give the Ameri¬
can people what they want, for
in the end such a system leads to
the loss of liberty and lower liv¬
ing standards. The key to our sal¬
vation lies in removing the shack¬
les from individual energy and
providing incentives so that we

may capitalize on the opportu¬
nities that lie beckoning to us.

"Our efforts should be devoted
toward strengthening our national
fiber to withstand the vicissitudes
that may- come our way, and we
should turn our backs upon the
soft life that seeks shelter and
comfort under the protective wing
of a benevolent Government, for
in the arduous struggle that lies
ahead the rewards will go to those
people who work hard and un¬

flinchingly face their problems in
a spirit of realism."

Empire Electric Issue
Offered By Bankers
The First ( Boston Corporation

and G. H. Walker & Co. head two

syndicates which today are offer¬
ing $10,600,000fii first mortgage
bonds, 3V2% serlbsf due 1969, and
350,000 shares of common stock,
$10 par value, of'the Empire Dis¬
trict Electric Corripany. The bonds
are priced at 106.92 and the stock
at $14,875.

Serving a compact area of ap¬
proximately 300,000 population in
southwestern Missouri, southeast¬
ern Kansas, northeastern Okla¬
homa and northwestern Arkan¬

sas, Empire District Electric sup¬
plies electric service at retail in
90 incorporated and 31 unincor¬
porated communities. Its generat¬
ing facilities supply about 96% of
the total energy required and are
interconnected by high tension
transmission lines. ,

The capitalization of Empire as
of May 31, 1944, adjusted to re¬
flect this financing, will consist
of $10,600,000 3%% first mort¬
gage bonds; 39,018 shares of 5%
cumulative preferred stock, and
350,000 shares of common, par
value $10. : ' •

A pro forma summary of Em¬
pire's earnings for the 12 months
ended May 31, 1944, reflecting the
merger shows operating revenues
of $5,943,629. Net operating rev¬
enue before Federal taxes amount¬
ed to $1,884,717; pro forma net
income, $742,688 and preferred
dividend; requirements, $195,090,
leaving a balance for common of
$597,598.
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Market Comment
The present coincidental strength in the utilities and weakness

in the oils may be variously interpreted. There may be a plethora of
political reasons for renewed confidence in utility shares, and, on the
other hand, institutional and "well informed" liquidation of oil shares
may have raised some fears in the minds of other holders. These
two sets of causes are unrelated, and yet they have produced a pattern
of results which might be consid-»>
ered anti-inflationary.
We hesitate to use the word

"deflationary" for we feel it might
be misinterpreted. We believe we
have been consistent in our con¬

structive attitude towards the

speculative markets for the past
two and a half years. We are not
only not bearish at this time, but
we are of the opinion that uncer¬
tainties arising from reconversion,
demobilization and surplus prop¬

erty disposal will not prove to be
as worrisome as many investors
have imagined. However, we have
never felt that inflation would be
an important basis for an im¬
provement in quotations. Inflation
has not been a market factor for
a considerable period of time, and
the present action of the utility
and oil shares may well be con¬

firming that "inflation," like the
pore Jud of musical comedy fame,
is dead. But we do not need to
depend upon the showing of the
utilities and oils for7tpis Evidence.
Many commodities, particularly
raw materials, -are giving an indi¬
cation that they have seen their
wartime peak prices. The U. S.
Senate is discussing the price at
which it will support domestic
cotton. The Canadian House of
Commons recently passed the
Agricultural Price Support bill.
More comprehensive international
price support plans are being
talked about at United Nations
conferences. Indeed, after the
strong replenishment demand of
the immediate post-war years has
been satisfied, we are convinced
that the world problem with re¬

spect to raw materials will be one
of supporting prices rather than
holding down, and of eliminating
chronic over-supply rather than
suffering from scarcity.

< Of course, the problem of excess
raw materials is one for the rather
distant future and is something
which need not concern the inves¬
tor at this time. No doubt ways
and means will be found in due
.time to prevent the return of lc
sugar, 6c coffee and 7c copper. In¬
asmuch as we believe the problem
is a remote one, we have no inten¬
tion of further discussing the raw
material situation at this time. We
mentioned it merely to buttress
our contention that there is not
now the possibility of price infla¬
tion, among other things, because
the long term background points
in the other direction. It is for
this reason that we have consis¬
tently refused ,4# predict that the
Dow^-Jones industrial averages
might reach 1?5J 200, or any simi¬
lar figure before they reverse
themselves. We have not shared
the belief of others that a bull
market of violent proportions was
in the offing, for this could only
be supported by a simultaneous
commodity price inflation which
was not in the cards.
There are numerous public util¬

ity companies subject to heavy
excess profits charges. While the
timing element cannot be accu¬

rately foreseen, we believe that
•the elimination of the excess prof¬
its tax may be one of the first
fiscal reforms instituted in the
post-war period. If our assumption
is correct, then such utility shares
will be very favorably affected.
Among these companies is Public
Service Co. of Indiana, which has
outstanding 1,107,000 shares of
common, paying a $1 annual
dividend. Priorities comprise
about $70,000,000 of long term debt
and $14,800,000 of 5% preferred,
quoted above its call price. The
Company has shown a substantial
growth since it was organized
three years ago as a merger of a
number of smaller units in the

central, north central and south¬
ern regions of Indiana.. Some of

■ the larger communities served are
Terre Haute, Kokomo and Lafay-.

ette. About 80% of its operating
revenues are from sales of elec¬

tricity and about 12% from gas
In 1943 the Company reported
earnings of $1.94 on the common
after paying or setting aside ex¬
cess profits taxes equivalent to
about $2.60 per share.
In the first half of 1944, the

Company has become increasingly
subject to excess profits taxes, the
amount set aside for this charge
having been $2,963,571 as against
$1,493,284 in the first half of 1943
Should excess profits taxes in the
second half be equivalent to those
of the first six months they would
amount to about $5.40 per share
of common, a very substantial
sum. Incidentally, the balance
after charges for the first six
months of 1944 was actually slight¬
ly in excess of that shown in the
corresponding period of the pre¬

ceding year despite higher taxes.
The $1 dividend on the common ap¬

pears to be well protected. The
company seems to have complied
with regulations of the Public Ser¬
vice Commission of Indiana and
the Federal Power Commission
with respect to proper statement
of its plant account. Last year a
total of $5,789,000 of fixed assets
was written off and an additional

$8,848,000 was reclassified and is
being amortized over a 15-year
period through annual appropria¬
tions from surplus which do not
appear to be burdensome.
We view the common stock of

the Company favorably at its
present quotation of around 19,
not only because of the probable
release from the burden of excess

profits taxes early in the post-war
period, but also because of the
beneficial results to be expected
from the company's very ambi¬
tious construction program. Dur¬
ing the five years ended Dec. 31,
1943, about $32,500,000 was spent
in new construction without re¬

sorting to new financing. Comple¬
tion of an additional unit at the
Dresser generating station at an
estimated cost of $4,600,000 is ex¬
pected by September 1945 and
other 1 additions to plant are ex¬

pected' to cost $6,400,000, making
an overall gross program of about
$43,500,000. While a portion of this
money was spent for transmission
lines and sub-stations, generating
capacity will have been increased
by September 1945 by 187,500
kilowatts. Of this a 50,000 unit
was placed in operation only in
February 1944 and an additional
37,500 kilowatts in June of this
year. The company's! earnings Jiave
suffered in the psist through its
material dependence upon, pur¬
chased energy., Even last year it
was forced to buy about 23*% of
its total sales of electricity ftfom
other companies. Incidentally, the
average cost of purchased power
in 1943 was about 7 mills per k.w.
hour, a figure far higher than the
cost of current generated at its
own stations.
Another interesting fact about

the company is that its sales in
1943 to industries, many of whom
were engaged in war work, totaled
about 752,000,000 kw. hours.
While this is expected to taper off
after the termination of hostilities,
the company will not be seriously
harmed because its power pur¬
chases in 1943 totaled about 356,-
000,000 kw. hours, and the profit
margin between purchased power
and sales to industries is extremely
small.
With the improvement in quota¬

tions for utility shares, it is diffi¬
cult to find many issues which are
still available at less than 10 times
current earnings, and which at
the same time appear to have the
promising prospects of Public Ser¬
vice of Indiana common.

On August 26th the U. S. Dis-

China's Benefits From Brellon Woods Pacts
Austin Gray Lauds Equality Given To China And India
And States Purposes Of The Fund And Of The Bank
"Correspond With China's Particular Needs"

Writing in the "Far Eastern Survey" of Sept. 6, published by
{he American Council, Institute of Pacific Relations, Austin Gray,
emphasizes the importance of the Bretton Woods agreements to
China, not only because of the financial aid which these agreements
will afford to the ravaged country, but also because of the enhance¬
ment of its international political status, "which the West has been
most reluctant to grant in the^
past."
"China," says Mr. Gray, "is ac¬

cepted as one of the Big Four
economically and financially as
well as politically and militarily.
This place she owes both to her
contribution to the defeat of Japan
and to her enormous potential
economic strength. As one of the
Big Four, China will automatically
have an executive director on the
Board of Directors of the Fund
as well as of the Bank. In ad¬
dition, India occupies sixth place
in the quota and subscription al¬
lotments of the Fund and of the
Bank and will probably have a
director elected to the Board of
Directors of each. Thus, China
and India are likely to have two
directors out of the twelve to be

appointed. These two directors
together will have over 10% of the
votes on both the Fund and the
Bank. The Far East will, there¬
fore, have a more adequate and
equitable representation on these
two institutions than on any other
previous international agency or
organ. The role played by the
Chinese and Indian delegations
during the conference foreshadows
the scale of their countries' partic¬
ipation in the work of the Fund
and the Bank. To paraphrase a
statement by Mr. Owen Lattimore,
the peoples of the Far East are be¬
coming more and more the sub¬
jects and less and less the objects
of the historical process. This
rend was recognized and rein¬
forced at Bretton Woods.

"China, as a country which has
?een ravaged and whose economy
has been severely dislocated by
over seven years of war, will
stand particularly to gain by ad-
lerence to an international mone-

ary system. China's finances have
been subject to unprecedented
stresses and strains. The arduous

process of setting its financial and
monetary house in order, and of
accomplishing the transition from
war to a peace economy, will be

considerably facilitated by mem*

aership in the Fund. In the im¬
mediate postwar years China's
balance of payments is likely to be
more unfavorable than it was be-
ore 1937: its imports will be high,
and it will be some time before it
will be able to resume the prewar
evel of exports, and before the
volume of overseas Chinese re¬

mittances can become substantial.

"Through the Fund China will
have access, if the situation war¬

rants, to annual short-term credits
of a quarter of her quota of US
$550 million, or $137.5 million, for

ciated Gas & Electric plan. There
will probably be an appeal by
some of the junior security holders
wiped out by the recapitalization,
but we do not regard this inter¬
ference of a serious nature.

Second grade railroad bonds are

continuing to be unpopular. How¬
ever, debt retirement is continuing
with respect to many borderline
railroads, such as the Southern,
Southern Pacific and the New
York Central. The last named, in¬
cidentally, reports that it pur¬
chased in July $2,000,000 of its
3%s of 1952 in the -open market,
thereby reducing 4;he outstanding
issue to $28,388,000!15s of . Jbl^ 31.
The Central may now fcC.g&idj to
have no important maturities
which cannot be handled by de¬
preciation funds until 1959 when
the Jamestown, Franklin & Clear¬
field first 4s mature. These have

dropped from a high of 83 V2 to
around where we believe

they are attractive for the long
pull.—From Byfield & Co.'s Mar¬
ket Letter of Sent. 1 edited by

trict Court approved the; Asso- .Robert S. Byfield.

four years, though, of course, she
need not take up this maximum.
Without access to such short-term

foreign exchange credits, the in¬
crease in China's inevitably un¬
favorable balance of payments
might intensify the difficulties in
her internal reorganization. That
increase may force the dumping
of her exports and the adoption of
a restrictive monetary policy, both
of which would tend to disrupt
world trade. With such access,

however, China need not allow
her policies to be determined by
an excess of imports over her ex¬
ports, even if it should reach sig¬
nificant amounts because the time

gained could be used to hasten
her economic reconstruction on a

sound and healthy basis. ; >
"A factor which may be of even

greater importance than the dim¬
inution, through the Fund, of the
short-term pressure, is the possi¬
bility of securing reasonable long-
term loans through the Bank.
China—and other industrially
backward Far Eastern countries,
will be able to borrow directly not
only from the Bank but also from
private lenders whose loans the
Bank will participate in or guar¬
antee. The market for a borrow¬

ing country such as China will
thus be greatly widened; in par¬

ticular, it is to be expected that
the loans by private investors
which are fully guaranteed or

participated in by the Bank will
constitute one of the > largest
sources of foreign capital needed
for the reconstruction and expan¬
sion of Chinese industry, trans¬
portation, and commerce.

No Strings Attached to Loans j
"The process of obtaining short-

term foreign exchange credits di¬
rectly through the Fund, or long-
term capital directly or indirectly
through the Bank, will not entail
political subservience on the part
of the borrowing country. From
the point of view of Far Eastern
countries in particular, this is a
most progressive and desirable
feature. The history of consor¬
tium loans to China is replete
with instances of uneconomic
loans made to foster unwholesome
political ties, which frequently
started with defalcations and
ended with defaults. Undoubtedly
many of these loans encroached
on Chinese sovereignty in.,sub¬
stance, if not in form, and re¬
tarded national unification. h
"Under the Bretton ., Woods

Agreement, no foreign loan can
be made under the Bank's aus¬

pices without the prior consent of
the government of the borrowing
country. In other words, the Chi¬
nese Government can rule out of
court any loan with which the
Bank is connected, which it con¬

siders to be undesirable either be¬
cause of political strings, or be¬
cause it does not fit in with the
national program of reconstruc¬
tion. The stigma of semi-colonial¬
ism on the part of the borrower
and of imperialism on the part of
the lender is thus removed. While

many foreign loans in the past
were made at exorbitant rates of

interest because of high risks,
loans advanced with appropriate
safeguards under the auspices of
the Bank are to carry reasonable
rates of interest and to have rea¬

sonable terms of repayment. There
will thus be no undue strain on

the Eastern countries' balance of
payments through excessive in*
terest charges and demand for too
rapid a repayment of principal.
Possibilities of Industrialization
"China and other Asiatic coun¬

tries in a similar position will
thus be'able to start ambitious pro¬
grams of industrialization with¬

out having either to make, humili
ating political commitments or t
rely on their own savings as th,
sole source of capital accumula;
tion. The former course woul<j
make them the victims of the po,
litical intrigues of rival powers!
the latter would impose a terrifi
burden on the people which woul
perpetuate their low living stand
ards. As China's two most vita

long-term economic requirement
are industrialization and agricul
tural progress—the Bank's effec
tive functioning may make all th
difference in that country betweei
the attainment of reasonable ob
jectives with a minimum of fric
tions, both internal and- external
and a condition of internationa
tension and internal dissension
which might obstruct or even in
definitely postpone the realizatio
of these aspirations.
"The Bretton Woods Agreemen

provides special consideration fo
countries occupied by the enem
with respect to both the Fund an

the Bank. Needless to say, Chin
has fully earned such considera
tion and will no doubt turn it t
maximum advantage. She will
for example, be able to take ad
vantage of Article XIV, Section 2
of the Articles of Agreement 0
the International Monetary Fun
with respect to the transition pe*
riod during which exchange con
trol can be retained, and of Articl
XX, Section 4 (d) of the sam

with respect to the initial deter
mination of the par value of it,
currency. She will also profi
from Section 4 of Schedule B, a
a result of which she need not in
elude newly mined gold produce
during the first five years afte
the Agreement becomes effectiv
in the computation or increase 0

her monetary reserves, and wil
thus be able to derive the ful
benefit of the Agreement's pro
visions for short-term borrowing
from the Fund. Finally, the Bkn
'in determining the conditions:
and terms of the loans made t
such members, shall pay specia
regard to lightening the financia
burden and expediting the com
pletion of such restoration and re

construction' (Article III, Sectio
1 (b) of the Articles of Agreemen
of the International Bank)., .

"Although they do not provid
a simple sdlution to all of China'
difficult fiscal problems, the an
nounced purposes of the Fund an
of the Bank seem exactly to Cor
respond with China's particula
needs. The establishment of an

international monetary system i
which China will have her due
voice is an indispensable pre¬
requisite to the strengthening and
consolidation of China's monetary,
and financial organization, and to
the restoration and expansion 0
her foreign trade. The reconstruc
tion and development of her ter¬
ritories will be her first political
and economic task after victory is
achieved. •

"It is interesting to note-that
the Bank's purposes, objectives,,
and methods of operation closely
correspond with the pattern of
foreign lending by economically
more advanced countries, and of
borrowing by those less advanced,
proposed by the late Dr. Sun Yat-
sen in 'International Development
of China.' The promotion of .for¬
eign investment and international
trade, the development of produc¬
tive resources and the raising jof
standards of living, as enunciated
in Article I of the Articles'*of
Agreement of the International
Bank, admirably fit in with the
goal of the third of the Three Peo¬
ple's Principles, the Principle of
the People's Livelihood. It will-
be a particular source of pride: to
foreign admirers of Dr. Sun Yat
sen, as well as to all Chinese, that
a concrete scheme born out of
the world's economic exigencies
at the 'beginning of the end' of
World War II should follow the
lines laid down by the Father: of
the Chinese Republic in his bril¬
liant diagnosis both of the World
economic situation as it unfolded
toward the end of World War I
and of the respective needs of
China and of the industrial coun¬
tries of the West."
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Calendar Of New Security Flotations

OFFERINGS

ft; CONNECTICUT LIGHT AND POWER CO.
has filed a registration statement for $10,-"
000.000, first and refunding mortgage, 3%,
bonds series I, due 1974. Proceeds will be

fused to reimburse treasury for redemption
f on Sept, 1, 1944, at 106 of $7,000,000 first
.,'and refunding mortgage, 3%>% bonds,
'"series F, due 1966, and for purchase at

125 of an unspecified principal amount of
tthe company's first and refunding 7%
bonds series A, due 1951. Putnam & Co.
"and Chas. W. Scranton & Co. are named
underwriters. Filed Aug. 24, 1944. Details
fin "Chronicle," Aug. 31, 1944. ///; ."fy'V ';•;//

, HJ Offered Sept. 12, 1944 by Putnam & Co.,
Chas. Scranton & Co. and associates
Jat 105% and interest. ■

EMPIRE DISTRICT ELECTRIC CO. has
'filed a registration statement for $10,600,-*

* 000 first mortgage bonds, series dup
1969, and 350.000 shares of common stock

. (par $10). The shares of stock are issued
and outstanding and are being offered foi

E the account of Cities Service Power &
Light Co. The net proceeds to be re-

■ ceived by Empire District from the sale
1 of the bonds, together with the net pro-

1 ceeds from the sale of 6,500 shares of 5%
cumulative preferred stock, par $100,

. which the company expects to sell con¬
temporaneously with the issue and sale of

' the bonds are to be applied to the re¬
demption at 101% of $10,044,900 first

I,j.mortgage, and refunding bonds, 5% series,
, due March 1, 1952, and to the redemption
'

at 105 of $851,200 of Ozark Power & .Light

Co. first mortgage sinking fund 5% bonds
due March 1, 1952, assumed by Empire.

( Empire District Electric Co. which is con-
} trolled by Cities Service Power & Light
Co. proposes to acquire by merger the

;

properties of Ozark Utilities Co., Lawrence
-County Water, Light & Cold Storage Co,
and Benton County Utilities Corp. In con-

. junction with this merger Cities Service
Power & Light Co. is surrendering all the
securities of the constituent companies

/owned by it in exchange for an aggregate
, of 350,000 shares of common stock, $10
par, of the Empire District Electric Co.,
Both the bonds and stock will be offered

t for competitive bidding under the Com-
],^mission's competitive bidding rule U-50.

. Names of the underwriters will be filed by
[ amendment. Filed July 1, 1944, Details

"Chronicle," July 6, 1944.
,1 The bonds were awarded Sept. 12 by
the-company to the First Boston Corp. and

*

associates on bid of 105.729.
4,J The stock was awarded by the Cities .

( Service Power & Light Co., Sept.: ,12 to
I, . The Boston Corp. and associates at $13,459.
I „ ppr share.
»'"POffered Septi 14, 1944, by two syndicates:
•f beaded by First Boston Corp; and G. H.
%lWalker & Co. The bonds are priced at
fl 106.92 and the. common stock at $14.075.

HAMILTON MANUFACTURING CO. has
..filed a registration statement for 38,996
Shares of preferential participating stock
*(par $10). Proceeds'will be used to re-
!f deem and retire on or-before Jan. 1, 1945,
;at 103, plus accrued interest, $300,000 5%
Y first mortgage sinking fund bonds and at
105% of par value, plus accrued dividends,

h) all of outstanding 7% cumulative first
/•.preferred stock consisting* of 838 shares.
*

'Underwriters are Straus -Securities Co.;
Chicago, 19,498 shares and Loewi & Co.,

I j "Milwaukee, 19,498 shares. Filed Aug. 9,
; 1944; Details in "Chronicle." Aug/ 17. 1944.

■ - Offered Sept. 13, 1944, by Loewi & Co.,
1 -'Milwaukee,;and Straus Securities Co., Chi¬
cago, at $13.50 per share. ,

ni 'Indiana Michigan electric co.
"

has filed a registration statement for 120,-
-4000 shares of cumulative preferred stock
I, .(par $100). Company proposes to make a
I ; loan (front hot more than six New .York
I "City banks in the amount of $7,880,000
land use proceeds for purchase forcancella-

bfjtiqn of 544 shares of old 7% and 35,473
u shares of old 6% Vpreferred of Indiana
Y from American Gas & Electric Co. for
$3,596,749, ana for redemption and can-
Reflation of 38,731 shares of old 7% pre-

|;f ferred and 245 shares of old 6% preferred
4 of Indiana now in the hands of the pub¬
lic, at the redemption price of $110 per

5 o share plus accrued dividends. The cost of
Kv these two transactions is placed at $3,-
•. 596,749 and $4,287,360, respectively. Pro-

I'. ceeds from sale of the new preferred and
U.<< common stocks are to be applied to the
vf payment of the bank loan. . Balance will
.5 be included in general corporate funds of
1 Indiana and used to acquire property and
./i for; construction purposes. The preferred
4 §tock is to be sold subject to the competi-
Itive bidding rules of the Commission,
| . Names of; underwriters- will be filed bj

i amendment.
^ Filed July 29, 1944; (Details

! •Chronicle-/'-;'Augv; ::10(vl944.;(:(";'f(
Issue awarded to First Boston Corp. and

♦ associates, Sept. - ll on bid of 101.449 - for
'(?&■• 4%%/ dividend; v Offered Sept. 13, 1944
i S by. the First Boston Corp. and associates

at; 103Ya per share .and dividends.

ianrpiLLSBURY MILLS, ■ INC., has filed; a"
'.[-'registration statement for 75,000 shares ot

$4; cumulative preferred stock (no par);
Proceeds will be used to redeem $4,475,000

| JO first mortgage bonds, 3%, due Oct. 1, 1953,
,0: balance for working capital. Goldman,
L j Sachs & Co., Piper, Jaffray & Hopwood are

principal underwriters. Filed Aug. 23, 1944,
Details in "Chronicle," Aug. 31, 1944. ;

; r f; Offered Sept. 12, 1944 at $100 per share
•. and dividend. ' , 4-" * V; /./'•■:' (/'4

; J SOLAR MANUFACTURING CORP. has
'

filed ;v registration statement for 90,000
shares of series "A" convertible preferred

' Stock (annual dividend 55 cents, par $5).
t Of the proceeds 572,500 will be used for
- additional working capital; $100,000 for
|mechanization of factory operations; $80,-

. 600 for readaptation of plant to peacetime
^Operations. - Van Alstyne, Noel & Co. are
underwriters. Filed Aug. 15, 1944. Details
in "Chronicle," ,A(ug. 24, 1944.
- Offered Sept. 7, 1944 by Van Alstyne,

"

Noel & Co.,- Hemphill, Noyes & Co. and
Newburger & Hano at $10 per share.

NEW FILINGS
List of issues whose registration

statements were filed less than twenty
days ago, grouped according to dates
on which registration statements will
in normal course become effective, un¬
less accelerated at the discretion of the
SEC.

A
S<

THURSDAY, SEPT. 14

OHIO EDISON CO. has filed a registra¬
tion statement for $30,962,000 first mort¬
gage bonds, series of 1944, due 1974 and
180,000 shares of cumulative preferred
stock (par $100). Proceeds together with
$10,000,000 in bank loans, and $17,000,000
of treasury funds will be used to retire
$43,962,000 4% series of 1935 first mort¬
gage bonds due 1965 at 103%% ; $8,484,000
4% series of 1937 first mortgage bonds
due 1967 at 106%; 197,585 shares of $6
series preferred stock at $110, and 1,367
shares of $5 preferred stock at $105. Both
issues are to be sold at compttitive bidding.
Interest, dividend rate and offering price
will be supplied by amendment. Filed
ug. 26, 1944. Details in "Chronicle,"
ept. 7, 1944. *

SUNDAY, SEPT. 17

ELECTRONIC LABORATORIES, INC.,
has filed a registration statement for 150,-
000 shares df common stock (par $1). Of
the total 100,000 shares are to be offered
for the account of the company and 50,-
000 shares for the account of stock¬
holders. The proceeds from the sale of
100,000 share will be used for additional
working capital. Proceeds of the sale of
the remaining 50,000 shares will accrue to
Norman R. Kevers as owner of 27,000
shares and to William W. Garstang as

owner of 23,000 shares, Brailsford & Co.,
and Shiilinglaw, Crowder & Co., Inc., Chi¬
cago, are principal underwriters. Offering
price to the public is $5 per share. Regis¬
tration Statement No. 3-5463. Form S-2,
J8-29-44).

THURSDAY, SEPT. 21

arkansas power & light co. has
filed a registration statement for $30,000,-
000 first mortgage bonds series due 1974.
Proceeds together with cash from general
funds, if necessary, will be used to re¬
deem company's first and refunding mort¬
gage (gold bonds- as follows-: $30,800,000 5s.
series due 1956 at 102%; $276,000 of 2.88%
series due 1956 at 100, and $185,000 of
2,73% series due 1959 at 100. Bonds will
be offered for sale at competitive bidding.
NameSi of underwriters, interest rate and
price to public will be filed by amendment.
Filed Sept. 2, 1944. Details in "Chronicle,"
Sept. 7, 1944.

TUESDAY, SEPT. 26

central Vermont public'service
CORPt has filed a registration statement
for 37,856 shares of 4%% dividend series
preferred stock,! ($100 par). , < , - -
Address—1-21 |West - Street," Rutland, ,Vt.1
Business—Puipic utility. • ; ' .

. Underwriting4-To be filed by amend¬
ment.

Offering—Coii&pany is offering to hold¬
ers of its 37,8j>6 shares of $6 dividend
series preferred the opportunity to ex¬
change their stick on a share for share
basis for the he v 4%% dividend preferred,
stock, with a cash payment and accrued
dividends on (the $6 preferred to the date
of exchange.; ) j^ie cash payment which is
to be filed by amendment is equal toi the
difference between thq initial public offer¬
ing price of"ihe;|4.,/4% preferred stock and
the redemption price of $107.50 per share
of the $6 preferred. All shares of $6 pre¬
ferred stock ((.'not surrendered in exchange
will be called -fbr redemption at $107.50
per " share plus * accrued dividends. Any,
shares of 4%% preferred which stock¬
holders do not take under the exchange
offer1 are to b& sold to underwriters .at a
prifce to be (file<l by amendment for resale
to the public.-' ipffering price to the public
will ; be filed by jamendment. --

'

Proceeds—Tb4 new stock it to be used
to refund (presently outstanding preferred
stock/; Cashproceeds from the sale of any
stock sold to Underwriters will be used,
with cash,funds of the company, to the
redemption of.';«ie unexchanged shares of
S6 preferred stftck. /
Registration Statement No. 2-5466. Form

S-l. j9-7-44f„;pc__;1 '

BIRMINGHAM ELECTRIC CO. has filed
a registration statement for $10,000,000
first mortgage bonds.. series due 1974. In¬
terest, rate will be supplied by post-effec¬
tive amendment. Price to the public will
be filed by post-effective amendment.
Company is a subsidiary of National Powpr
& Light Co. which is the sole owner of the
545,610 shares of its outstanding common
stock. The net proceeds, together with
such additional cash from its general
funds as may be required, will be used for
the redemption, at 101 and accrued inter¬
est, of all of the company's first and re¬
funding mortgage gold bonds, 4Va% series
due 1968, outstanding in the principal
amount of $10,000,000. The bonds will be
offered by the company for competitive
sale pursuant to the Commission's com¬
petitive bidding Rule U-50. The names of
the underwriters will be filed by post-
effective amendment. Filed July 22, 1944.
Details in "Chronicle," July 27, 1944.

. BROOKLYN UNION GAS CO. June 29,
1941 filed a registration statement for
$12,000,000 25-year sinking fund deben¬
tures due Aug. 1, 1969. Company planned
to refinance its entire outstanding debt by
the issuance and sale to the public of
$12,000,000 debentures and the concurrent
issuance and private sale of $30,000,000
general mortgage sinking fund bonds,
3%% series, due Aug. 1, 1969.
In amendment filed with SEC Aug. 10

company proposes the issuance of $30,000,-
000 general mortgage sinking fund bonds
due 1969 and $12,000,000 25-year sinking
fund debentures due 1969, to be sold pur¬

suant to Commission's competitive bidding
rule U-50. Bids for the purchase of $30,-
000,000 general mortgage sinking fund
bonds and}, $12,000,000 25-year sinking
fund debentures will be received up to
12 noon EWT, Sept. 18 at company's office
176 Remsen St., Brooklyn 2, N. Y., the
bidders to name the interest rates.

DATES <OF OFFERING »/
UNDETERMINED

- We present below a list of inoei
whose registration statements were filed
twenty days sjr more ago, but whose
offering date(t have not been deter¬
mined or srer unknown t« ns.

ALVA PUBLIC TERMINAL ELEVATOR
CO. has filed a registration statement for
$250,000 10-year 6% subordinated sinking
fund note. Proceeds '-will be used for
the purchase #f the real estate and the
construction of a. one million bushel ele¬
vator, with a three million bushel head
house. No underwriter named. Filed Aug.

8, 1944." Details in "Chronicle," Aug, 17,
1944. //,"// ' ;:/•':(•-•,/ ;/■•/(/■/•:/ :v

ATHEY TRUSS WHEEL CO. has filed a

registration statement for 71,590 shares of
common stock (par $4). The shares are
issued and outstanding and do not repre¬
sent new financing by the.4 company,
12;500 shares may be reoffered at private
sale at $6 per share and 26,323 shares are
to. be offered to public at price to be filed
by amendment. . Brailsford & Co., and C.
O. Kalman, Paul R. Doels and Edwin
(Vhite are considered to be principal un¬
derwriters. (-■Filed July 27, 1944. Details
in "Chronicle," Aug. 3, 1944.

EQUIPMENT FINANCE CORP. filed a
registration/statement for /14,000 ' shares
4% non-cumulative series 2 preferred, par
$100. Price to the public $100 per share.
Proceeds for acquisition of factory and
warehouse buildings and additional trucks.
Filed Mny 19, 1944. Details in "Chronicle,"
May 25.

EXCESS INSURANCE CO. OF AMERICA
nas filed a registration statement for 48,-
y81 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. Unsubscribed
shares will be sold to Lumbermens Mutual
Casualty Co. for investment, Filed May
29, 1944, Details in "Chronicle," June 8,
1944.

. . '
•

FLORIDA POWER CORP. filed a regis¬
tration statement for 40,000 shares cumu¬
lative preferred stock (par $100). The
dividend rate will be supplied by amend*
ment. Net proceds from the sale of the
new preferred stock, together with addi¬
tional funds from the treasury to theiox-
'tent required, are to be applied as follows:
Redemption of 28,762 shares 7% cumula¬
tive preferred at $110 per share $3,163,820;
redemption of 5,940 shares of 7% cumula¬
tive preferred at $52.50 per share $311,850;
donation to Georgia Power & Light Co, to
be used for redemption of certain of its
securities as provided in recap plan of that
'company $1,400,000; payment to General
Gas & Electric Corp. for 4,200 shares of
$6 preferred of Georgia Power & Light Co.
$75,600, and expenses $80,000, total $5,-
031,270/ Stock is to be offered for sale by
the company pursuant to Commission's
competitive bidding Rule U-50, and names
of underwriters will be filed by post-effec¬
tive amendment. The- succesful bidder will
name the dividend rate on the stock
Filed July 21, 1944. Details in "Chronicle,'
July 27, 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¬
holders will be asked to deposit shares in
the voting trust for a period of 10 years.
Bioren & Co. are underwriters, Filed
May 29, 1944. Details In "Chronicle,"
June 8, 1944. ''■:/('/•:■(;((/',■• _ ■(•((■ /(■/''/,/1-.(';,(-

GRIESEDIECK WESTERN BREWERY
CO. has filed a registration statement for
13,506 shares of common stock (no par).
The shares are Issued and outstanding and
do not ; represent new. financing by the
company. Price to the public is $33 per
share., Edward D. Jones & Co., St. Louis,
is named principal underwriter. Filed July
17,.1944. Details in "Chronicle," July 27,
1944. . - ,

GULF STATES UTILITIES CO. has filed
a registration statement for 120,000 shares
of $4.60 dividend preferred stock. Stock
is to be offered in exchange for old $6
dividend preferred stock and old $5.50
dividend preferred stock plus an amount
of cash (to be named by amendment) and
accrued dividends. Net proceeds from sale
of p.ny new preferred not exchanged and
from sale:of"20,006 additional shares to
be'iised'Hl)' to provide cash required for
exchange: offer; (2) to retire $1,000,000 in
bank loans; (3) for other corporate pur¬
poses. Preferred not taken in exchange
offer to be sold at competitive bidding.
Filed Aug. 22, 1944. Details in "Chronicle,"
Aug. 31, 1944.. :/'r;(/-'\'V-:;"'-/v;
HANCHETT MANUFACTURING CO. has

filed a registration statement for $450,000
first mortgage convertible 5 l/z % bonds,
Teries A, maturing serially from 1945 to
1964, and 45,000 shares of common stock
($1 par). The shares are reserved for
issue upon conversion of $450,000 first
mortgage convertible bonds. Underwriter

is P. W. Brooks & Co., Inc., New York.
Proceeds will be applied to the reduction
of bank loans. Filed July 20, 1944. De¬
tails in "Chronicle," July 27, 1944.

HAYES MANUFACTURING CO. has
registered 100,000 shares of common stock
$2 par value. Net proceeds wul be receiveu
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.

MIDLAND COOPERATIVE WHOIESALE
has filed a registration statement 'for
$250,000 subordinated debenture notes,
bearing interest at rate of 4% per annum
and maturing in five and ten years from
date of issue. Notes are to be sola at their
face value, only to members of the issuing
corporation and individual members of its
corporate stockholders. Proceeds will be
used to increase working capital and,re¬
duce bank loans. Filed June 12, 1944
Details in "Chronicle." June 22. 1944.

THE MUTUAL TELEPHONE CO., HONO¬
LULU, HAWAII, has filed a registration
statement for 100,000 shares ($10 par)
capital stock.; Stock will be offered to
holders of presently outstanding 500,000
shares of capital stock at par on basis of
one share for each five held. Any stock not
taken by stockholders will be sold at pub¬
lic auction. Proceeds for working capital.
Filed Aug. 16, 1944. Details in "Chronicle,"
Aug. 24, 1944. :;.//( /(,; )■■■■■:;/:/.//' : V ■,

THE NARRAGANSETT ELECTRIC CO.
has filed a registration statement for $31,-
500,000, first mortgage bonds, series A,
3%, due 1974. Bonds will be. offered at
competitive bidding. Proceeds will be ap¬
plied to redemption of outstanding series
A, 3%% first mortgage bonds, due 1966.
Filed Aug. 17, 1944. Details in "Chronicle,"
Aug. 24, 194ft.

THE OLD STAR .DISTILLING CORP.
has filed a registration statement for 5.00C
shares of $100 preferred stock, non-cumu¬
lative and non-participating. Price to
public will be $110 per share; proceeds tc
company $100. Proceds will be used for
construction of distillery, $250,000; working
capital, $250,000. No underwriter named.
Filed Aug. 14, 1944. Details in "Chronicle,"
Aug. 24,- 1944. '(/■

TEXTRON, INC., has filed a registra¬
tion statement for $2,000,000, 15-year, 5%,
convertible debentures. Debentures wili
carry detachable stock purchase warrants
entitling bearer to purchase 40 shares oi
common stock for each $1,000 deben¬
tures at $12.50 to Oct. 1, 1945, $15 to Oct.
1, 1946 and $17.50 to Oct. 1, 1947. De¬
bentures will be convertible into- common
stock on basis of 50 shares of common for
each $1,000 debenture of the proceeds $1,-
500,000 will be used to purchase U. S
Government tax anticipation notes making
general funds of company available for
expansion of consumer products business
and ether corporate needs. In event stock
purchase warrants are exercised, proceed?
will also be placed in company's general
funds. Blair & Co., Inc. and Maxwell,
Marshall & Co. are named underwriters
Filed Aug. 24, 1944. Details in "Chronicle,"
Aug. 31, 1944. ; ; 6.

the utah radid Products co. has
filed a registration statement for $1,175,-
000, 10-year, 4 comvertible debentures
and 146,875 shayeSs ;($! .par) common stock
for issuance upon conversion of the deben¬
tures at any time prior1 ;to Sept. 16, 1954
at rate of 12'/2 shares of common for each
$100 in debentures. -Underwriters are
Cruttenden & Co., $200,000; Bankamerica
Company, $200,000; Mackubin, Legg & Co.,
$200,000; Paine, Webber, Jackson & Curtis,
$100,000; A. G. Edwards & Co., $100,000;
Dempsey-Detmer & Co., $100,000; The
First Trust Company of Lincoln, $100,000;
Kneeland & Co., $100,000; First Securities
Co. of Chicago, $75,000. Common stock¬
holders of record Aug. 24 are offered right
to .subscribe to* the debentures in ratio of
ohb $100 debenture for each 25 shares of
stackjflt 103 Iplus interest from Sept. 15,
.1944.^1 ..Unsubscribed debentures will be
offered to the public at the same price.
Net proceeds, estimated at $1,159,029, are
to be; used for expansion purposes and as
am addition to working capital. Filed Aug.
18! 1944. Details in "Chronicle," Aug. 24,
1944/1,;v'l; (v''•(///

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. Y
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 anc
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 th»
total stock to be offered. Harriman .Riple?
& Co., Inc., N. Y., principal underwriter
Filed Mar 29, 1944. Details in "Chronicle.'
April 6, 1944. . . ;' .* "■■:v-..(

WESTERN UNION TELEGRAPH CO. has
filed a registration statement for $24,603,-
000 convertible debentures and an inde¬
terminate number of shares of class A
stock to be available for conversion. Sub¬
scription warrants will be issued to present
holders of company's class A and class B
stock entitling them to purchase $100
principal amount of the new debentures
for each 5 shares of class A stock or each
8V3 shares of class B stock held on a
record date to be supplied by amendment.
Proceeds plus whatever general funds are
necessary will be applied to the redemp¬
tion on Dec. 1, 1944 of $25,000,000 25-vear
5% bonds at 105% plus accrued interest.
Names of underwriters and interest rate

No. Indiana Pfd. Stock

Offering Today
The First Boston Corp. heads a

group of investment firms which
today is offering 34,-392 shares of
5% cumulative $100 par value
preferred stock of Northern In¬
diana Public Service Co. at

$103,50 a share. The First Boston
iCorp. on Monday was awarded
thd( shares at competitive sale, on
a bid of 101.79.
The shares comprise the balance

of an issue of 220,078 shares
offered by the company to stock¬
holders in exchange for an equal
amount of 7%, 6% and 5V2% pre¬
ferred stock. The exchange was

on a share-for-share basis, plus
cash, and holders of 84.12% of the
old preferred stock accepted the
exchange offer, which expired
Aug. 31, 1944.
The company will apply pro¬

ceeds of the*sale of the stock, to¬
gether with funds in the treasury,
to redemption of the preferred
shares not exchanged under the
exchange offer. Upon completion
of the program of capital simpli¬
fication, the company will have
outstanding, funded debt, one
class of preferred stock, and com¬
mon stockV5' Adjusted to provide
for tlTe new preferred issue and
the merger with Indiana Hydro-
Electric Co. on June 21, 1944, the
capital structure of Northern In¬
diana Public Service Co. as of
May 31, 1944, was $54,904,000
long-term debt; $23,139,400 5%
preferred stock (including shares
to be issued for scrip representing
rights in fractional shares), and
$13,851,356 common stock, repre¬
sented by 2,181,550 no par value
shares. ,

interesting Situation
Western Union Telegraph Com¬

pany Debenture 4s of 1981 (when,
as and if issued) offer interesting
possibilities: according to a sum¬
mary of the situation prepared
by Ernst & Co., 120 Broadway,
New York City, members of the
New York -Stock Exchange and
other leading exchanges. Copies
of this summary may be had from
the firm upon request.

Appreciation Possibilities
Standard Stoker Co., Inc. offers

a liberal return and good possi¬
bilities for price appreciation ac¬

cording to an interesting study of
the situation prepared by G. A.
Saxton & Co., Inc., 70 Pine St.,
New York City. Copies of this
study discussing the present and
post-war outlook may be obtained
from the firm upon request.

Public National Attractive
Stock of the Public National

Bank & Trust'ij^d. of New York
offers interesting possibilities for
investment, according to a memo¬
randum issued by C. E. Unterberg
& Co., 61 Broadway, New York
City. Copies of this memorandum
outlining the situation may be had
upon request from C. E. Unter¬
berg & Co.

A Sound Equity
Marchant Calculating Mach. Co.

is a sound equity with an attrac¬
tive yield, according to a memo¬
randum discussing the situation
issued by Cohu & Torrey, 1 Wall
Street, New York City, members
of the New York Stock Exchange.
Copies of this interesting memo¬
randum may be had from Cohu &
Torrey upon request. )

Bottling Cos. Attractive
Hoit, Rose & Troster, 74 Trinity

Place, New York City, have pre¬
pared circulars discussing the sit¬
uation in the various Coca-Cola
Bottling Companies, and Red Rock
Bottlers, Inc. Copies of these in¬
teresting circulars may be had
from the firm upon request.

■

p? -

to be supplied by amendments. Filed AnR.
18. 1944. Details in "Chronicle." Aug. 24
The directors Sept. 5 voted to direct the

officers to formulate plans to invite com¬
petitive bids for the new bond issue.
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"Our Reporter On Governments"
>-.:v/ By ELIIIU BRADBURY

In another week of quiet trading, the market for U. S. Govern¬
ment securities has continued along lines established soon after the
last and greatest of the war loan campaigns ended. . . . All the
official controls remain effective and efficient. . . . They provide the
best available means for close surveys of market conditions. . . .

From the huge Federal Reserve open-market portfolio are liqui¬
dated, week by week, modest amounts of the longer-term Treasury
bonds, in response to a steady market demand. . . . The portfolio
keeps on rising, however, in order to balance currency gains, losses
of gold and other credit-restricting factors. . .. . But Treasury bills
chiefly, with which the market is overloaded, are taken into the
portfolio in order to maintain the balance. ...

Obviously excluded from the Federal Reserve liquidation
are the partially exempt bond issues, which remain soft in the
market.. ./ . Managers of the portfolio plainly feel that their
obligations of market stability do not extend to small fluctuations

; in such bonds. . . , And this is a wise decision, for the modest
variations reflect nothing more than differences of opinion re¬
specting the incredibly complicated problem of post-war tax-

. * atlOll. • • # J .V.ivV

THE TAX SITUATION
. *■'

- Plans and blueprints of post-war taxation are appearing as if
by magic from business organizations all over the country. . . . They
are all based upon the quite valid assumption that our wartime tax¬
ation, designed to produce a peak of about $45,000,000,000 in revenues,
will be sharply curtailed when, as the wits put it, peace breaks
put, "V . . The extent of the suggested reduction varies widely, and
the incidence of reduction more widely still, while a sense of utter
confusion is produced by consideration of the more remote details of
the several plans. ... ; > .

Whatever their merits or demerits, these plans are causing the
driblets of liquidation in Treasury bonds exempt from normal taxes.
'. . . Every plan so far advanced has been presented by a business
organization or a business man, {and most of them presuppose a
reduction in the post-war normal taxes on corporations.

This appears to modify the future tax advantage of the
bonds. ... Small market offerings of the securities are a result,
although it must be emphasized that at rather long intervals
some larger blocks make their appearance. ...

SIMPLIFICATION NEEDED
" The rising debate on post-war taxation- is all to the good, from
the viewpoint of the national economy. . . . All Of our tax struc¬
tures—Federal, State and local—are . jerry-bpilt and must be reduced
to sensible and harmonious proportions. . . I, But it is well to remem¬
ber that this was the situation before the war and is likely to remain
the situation after the war. . . . Congress is to have the final word
on post-war taxation and is more likely to modify the existing tax
structure bit by bit than to adopt as a whole any ideal scheme of
an individual or association. . . .

Moreover, the modification of taxes probably will be on a
smaller scale and much longer drawn-out than one might think
after a perusal of the three principal plans put forward by the
National Planning Association, the Twin Cities Research Bureau
and the Committee for Economic Development. . . ,

However appropriate the proposals may be, they seem to' this
observer rather dim and distant criteria for immediate rriarket judg-t*
ments on partially tax-exempt Treasury bonds. . . .

UNREALISTIC ASSUMPTIONS {
One reason for this, which escapes the casual reader, is that

all of the plans are based upon a series of assumptions. ... It
may or may not be realistic to assume a national income of

; $120,000,000,000 or $149,000,000,000 as one basis for the calcula-
tions, and Federal revenue requirements of $16,000,000,000 to
$18,000,000,000 as another basis. .; . . It is certainly unrealistic to
assume a sudden drop in war expenditures even if, as now seems

unlikely, Japan should collapse soon after the European phase
of the war ends. . .

The Treasury itself, it appears, is somewhat exercised over the
taxation assumptions of the several plans. At a St. Louis meeting
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of the National Tax Association, two days ago, more than a few
words of caution were uttered by Roy Blough, Director of the Treas¬
ury s Division of Tax Research. ... Mr. Blough discussed frankly
the problems of post-war Federal taxation, as seen by the Treasury
experts. ... -

Repeatedly, in his long address, the Treasury spokesman re¬
marked that the transition from war to peace will take time; that
we cannot demobilize to a peacetime basis and reconvert industry
in a moment; that we cannot shift overnight from a wartime budget
to a peacetime budget. ... A critically delicate problem of timing
will be presented, he said, by the determination of tax adjustments
after final victory is won. ...

TREASURY OFFICIAL'S OPINION

A few other comments *by Mr. Blough, which bear upon the tax
planning, are worth pondering. ... By any reasonable calculation,
he said, the tax load will have to be much larger after the war than
in any previous peacetime years and clearly will be three or more

times as large. ... It promises to be so high that, despite the pos¬
sibility of successful incentive provisions, any system of taxes will,
on balance, inevitably have restrictive effects on consumption and
investment, he added. ... ;

How much can we reduce taxes after the war? asks Mr.
Blough, and he answers, "probably less than most people
think," ♦ . ♦ ' ,

It is fairly well understood in the close circle of those consulted
by tne Treasury that there are as yet only general, rather than
specific, plans tor the Sixth War Loan. . . . Tne amounts to be asKect

and raised necessarily will depend in part upon military develop¬
ments. . .J . The timing may be affected riot only by the war, but
also by results of the coming national election. ...

NEXT TREASURY OFFERING

For a time it was believed that Secretary Morgenthau would
launch his next campaign on Armistice Day and close it on Pearl
Harbor Day. ... Now that mid-September has arrived, however,
the choice of Nov. 11 as the starting date seems more and more

~ improbable. . . . The Treasury has made it a practice to announce

general plans two months in advance, but nothing so far has
been divulged. . . . It is quite possible that an early end of the
European war is among the considerations, which leads to the
suspicion that the next great drive may not develop until after
the year-end. ...

Meanwhile, organizational changes among the War Finance Com¬
mittees of the various States are known to be occuping the Treas¬
ury. ... Such changes no longer have the importance they bore in
the earlier drives, for the general set-up now is well established. . . .

The system functions with remarkable smoothness, considering the
size and extent of the financial operations. . . ,

ResuH Of Treasury
Bill Offerings

The Secretary of the Treasury
announced on Sept. 11 that the
tenders of $1,200,000,000, or there¬
abouts, of 91-day Treasury bills to
be dated Sept. 14 and to mature
Dec. 14, 1944, which were offered
on Sept. 8, were opened' at the
Federal Reserve Banks on Sept. 11.
The details of this issue are as

follows: ,

Total applied for. $2,005,263,000.
Total accepted, $1,214,825,000, (in¬
cludes $63,353,000 entered on a
fixed price basis at 99.905 and ac¬

cepted in full). 3
Average price 99.905, equivalent

rate of discount approximately
0.375 per annum. *

Range of accepted competitive
bids: , <r ' v, ^

High, 99.910, equivalent rate of
discount approximatelyr 0.356%
per annum. " •

Low, 99.905, equivalent rate of
discount approximately 0.376%
per annum.

(56% of the amount bid for at
the low price was accepted.)
There was a maturity of a simi¬

lar issue of bills on Sept. 14 in the
amount of $1,200,955,000.
With respect to the previous

week's offering of $1,200,000,000,
or thereabouts, of 91-day Treasury
bills to be dated Sept. 7 and to
mature Dec. 7, 1944, which were

offered on Aug. 30, were opened
at the Federal Reserve Banks on

Sept. 1.

The details of this issue are as

follows:

Total applied for, $1,759,890,000.
Total accepted, $1,204,692,000 (in¬
cludes $44,877,000 entered on a

fixed price basis at 99.905 and ac¬

cepted in full).

Average price 99.905, equivalent
rate of discount approximately
0.375% per annum.

Range of accepted competitive
bids:

High, 99.908, equivalent rate of
discount approximately 0.364%
per annum.

Low,f 99.905, equivalent rate of
discount approximately 0.376%
per annum.

(65% of the amount bid for at

the low price was accepted.)
There was a maturity of a simi¬

lar issue of bills on Sept. 7 in the
amount of $1,202,620,000.
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Small Investors
Beware: Babson

(Continued from page 1135)
ballyhoo which I am now crit¬

icising might be justified; but in¬
vestors will find a different post¬
war world a few years hence than
what they found in the "good old
20's." Then the masses had not
awakened. Today—whether we
like it or not—the people are on
the march. FollowingWorldWar I,
the Government was not in busi¬

ness, but today the situation is
very different.; /
For instance, the Government

now owns 95% of the synthetic
rubber industry, 90% of the mag¬
nesium industry and 85% of the;
airplane plants. The Government
probably owns 50% of the ship*
building, machine tool and alumi¬
num plants of the country, and
10% of the steel foundries, 30%
of the metal-working plants and
20% of the high-test gasoline re-*
fineries. After the war, the States
where these plants are located'
will put up a terrific fight to keep
them running. Is not this a com¬

munistic economy made to order
for the New Dealers? /

In What to Invest •

This does not mean that you

should put your money in a sock
or bury it in the ground. Invest¬
ments may well be safer than-
cash in the years to come. Cer¬

tainly, post-war inflation is in¬
evitable. On the other hand, be¬
cause I am advising against reach-;
ing for quick profits, there is no

reason why you. should not buy
well-seasoned investments. Capi¬
tal can be conserved today as Well
as in the past. Those, who have
their holdings properly diversified
and who depend on fundamentals,'
realizing that "the people are on

the march," should have little to
fear. '
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