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‘More Commentaries on Peacetime
- Military Conscription Issue

We are able to accommodate in this issue some more of the | expressxons received in

. ‘connection with our sympo#ium on the proposal calling for a program of compulsory mil-

-itary training in- peacetime. - As noted in ourissue of 'Nov.!23,-in’ which we published an

initial group of expressions, our sole object in conductmg this sutvey' is-for the purpose of

‘helping to clarify public thinking on’the question. ~With ' this*thought 'in ‘mind, we would

!be pleased to receive the:views-and- opinions” of ‘those who fesire‘to express themselves in

~ 'the matter and-would ask that'such comments be-addressed- to Edltor Commerc1a1 and
‘ .‘Fmancxal Chronicle; 25 Spruce’ Street;’ New ‘Nork 8; N: Y. |

{ " In connection with this symposium, we would call attentlon to several recent dlscus-

,sxons of the subject which appeared in the “Chronicle” -of. Oct...26, starting on the cover|.

ipage.' These reflected the opinions of, respectively, a" prominent Cathohc -educator, mem-
‘bers of  the New York Synod

An Economic Basis For
Post-War Business Planning

By MURRAY. SHIELDS*
Economist Irving _Trust Company, New York

Bank: Economist -Lists as Post-War. Planning Factors: (1) The Vast
and Rapid Increase in Production; (2) Colossal Domestic Consumption -
Potential;- (3) Pent-up Durable Consumers Goods Demand; (4) War-
lime Savmgs and (5) the Heavy Federal Revenue Needs. Sees a Diffi-
cult Job in Industry’s Reconversion and Stresses Need for a More Active -
Investment Market, Balanced Budget, Reduced Taxes and Stable Pnces
as Essentials- for Durable Prosperity.

We live.in‘a_turbulent and troubled perlod the arnphtude of
economic -fluctuations. is exceedmgly wide .and ‘structural changes

‘of the Presbyterian' Church, and
ithe President of a pxomment edu-| young mien, the ‘chance of future
. cational institution, : | war and the loss- of life caused
As already. stated, we are. re-|by unpreparedness in"the- event
i producing. herewith some of the|of future war would, in my opm- i
unpubhshed remarks ' now in 1on be greatly reduced
‘hand; others will be given in sub- '
‘sequent issues, I[ON RAYMOND E. WILLIS
i - U. 8. Senator from Indiana . |
I am still old-fashioned enough
to havc fzuth 1n the fundamental
: pohcres as. be-
ing saperior to
the so - called
efficiency .of
“Europe ‘which
is . now ‘meet-
‘ing its .death
blows” at “the
hands ofan
army raised
up over a free
governmient. :
1 do think
we bheéed some
cducation in
# _health, disci-
pline .and ors
ganization -t 0
support gov-
e ) e,rnm;:nt in
. anie . times of crisi$
B ) Sen. R. E. Willis "*but Have not
clearly formulated a plan under
which  these desirable obJecuves
can be affected.
- (Continued on-page 2362)

continual flow of:partially trained

: J. B, JESSUP
: President, Eauitable Trust Co.,
b b -Wilmington, Del.

I have long been in favor of
'some  program of “compulsory
imilitary training” in peacetime;
‘and no recent developments have,
‘changed my personal opinion.

I think that nearly every parent
will  agree that their boys havt
benefited by military training
during the war. s
© It is doubtful whether a full

", 12-month period would be neces- | §
sary-—perhaps -even three to six
months would be sufficient.

If this country maintains an
‘adeguate Army .and Navy, and a

Spree and’ Suggests Reduction in

Rates to Encourage Investment,

badge of previous pood behavior,

by the war.
along as-a nation at war.

Index of Regular Features on long-way in solving our war-time

‘page 2376.
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.Post-War Taxation
- And Its Eﬂects

i : 2 By RANDOLPH E, PAUL*
Former Treasury Official Predicts a: Post-War Federal Budget of $25,-
000,000,000 and Contends if Excess Profits and Capital Stock Taxes
Are Repealed There Will Be a Treasury Deficit. ;
Mainitains That the Post-War National Income Must
Be Kept at the 1943 Level and That Business In-
vestment. Must: Balance Savings Resulting ‘From -
This High Level, if “Full Conversion” With 56,000,-
000 Jobs.Is to be Attained. Foresees No Spendmg )

crease Consumption and Lowering of Corporate Tax

~Nothing is S0 pleasmg to a speaker as,to be
invited back. A return engagement. is a kind 'of a’

met together in 1942 - we talked about -some of -
the taxation and economic problems engendered
We were then still-feeling our way
Now we are grown old
in'the _éxperience' of this war and we have gone a
night, however, you have challenged me with the harder task of pro-
jecting the discussioa into the . longed -for peace-time period, the
--*An address made by Mr. Paul, a partner of Lord, Day & Lord, Attorneys,
New York, and fermer General Counsel of U. S.
Price Division' of the New. York Chapterof the American Statistical Association,

- (Contmued on page 2358)

®of a quite
far - reaching-
character are
the: rule
rather than
the exception.
Under such
conditions the
planning.
function
has come to
occupy an im-
portant place
in ‘the man-
agement of
American
business * en-
terprise, and.
business con-
cerns - -have
found no : al-
wernative .but .
to arrange thelr affairs so as to
| | attempt to take advantage of or to
avoid disadvantage from cyclical

“An | address made by Mr.
Shields before the 36th Annual
Meeting of the Grocery Manu-
{ facturers of America, Inc, at the
Waldort-Astor.a Hotel, New Yoxl\.
City, Nov. 21, 1944,

(Contmued on page 2360)

Excises to. In-

Murray Shields

When we last

problems. To- - -Randolph: E. Paul .
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WE MUST BUY
MORE WAR BONDS!

The Sixth War Lean
Is Your Call to Arms

- Mitchell & Company

Members Baltimore Stock E:rchanqa
120 Broadway, N. Y. 5
g ‘WOrth 2-4230
Bell Teletype N, Y. 1-1227
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Members
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Neu York Curb Exchange
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the National Government and the’

Complex.”

inated for Uruted States Senator
] A. Douglas.
~ Lincoln’s ac-
ceptance
speech is his-
toriec, because
in -it Lincoln|
_ first used the
phrase “A
house divided
against - itself
cannot stand.”
But another
passage in
that speech is
also historic.
Lincoln was
impressing
. upon his au-
.dience the

@

| said Lincoln.

steady en-
“eroachment of
‘the slave pow-

Gilbert H. Montague

er upon the natwnal government, |

A Proper Government Lahor Pohcy

By GILBERT H. MONTAGUE*
New York Attorney Attacks the Encroachment of the Labor Power Upcn

‘Administration’s Policy of - “Labor |

Appeasement 7 Contends That “Mainténance of Membership” Clauses
in Labor Agreements Is an Undemocratic Restriction on the Rights of.
Workers and of Employers and Constitutes a Threat to Post-War Har-
monious Industrial Relations. 'Maintains That the First Step Toward a
Proper Government. Labor Policy Is Ehmmahon of the “Appeasement

In June, 1858, in Springfield, Illmms, Abraham Lincoln was nom-=

in opposition to Senator Stephen

as shown in . successive acts of
‘Senator Stephen A. Douglas, Pres-
ident Franklin Pierce, Chief Jus-
tice Roger A. Taney, and Presi-
dent James Buchanan-— names as
well known to Lincoln’s audience
in 1858 as are the names of Sen-
ator Wagner, William H. Davis,
President Roosevelt, and ‘- Sidney
Hillman to this present audience. .
“We  cannot absolutely: know
‘that all these  exact adaptations,
are the result’ of preconcert,”
“But ‘when we see
“An address by .Mr. Montague;
a member of the New York Bar,
before the Annual-Meeting of the
National 'Founders Association;
‘Hotel Stevens,” Chicago, 111, on
Nov,.17, 1944.
(Contmued on page 2364) . .

Cooperatives in Finance
By WILLIAM HURD HILLYER i

Writer Cal]s Attention fo Spread of Cooperatlves in Recent Years and
Estimates That Movement Now Is Beiter Than a Billion Dollar Affair.
Notes the Extension of Movement to Banking, Finance and Investment
and Concludes That the Chief Danger Bankwise Is Not so Much From
New .and Revolutionary Competition as From  Absentee Ownership.

Consumer cooperatives in the United States, together with related
enterprises abroad, are initiating the most ambl‘uous monetary . pro-

gram ever
undertaken
through non-|
government
means, Its
proponents;
envision a
“System of]
Cooperative |
Finance’—]|
implemented|
by bonds and
notes, com-
mon and
preferred
shares — em-
bracing fiscal
associations,
credit unions,
banks and in-
surance com-
panies. The

William H. Hillyer

inate debt in finance as well as
profit in business.

America’s . cooperative . move-
ment, after languishing :for a
couple of generations, has become

{a better than billion dollar affair

and is growing steadily. ' Latest
semi-official figures put its retail
distribution- at $468 million an-
nually, including $225 million of
petroleum products; various
“cradle - to - the - grave”  services

such as meals; housing, . medical’

care and burial, account for $12%

million; distributive departments |

of farmers’ marketing associations
handle $180 million; electric and
tclephone associations $40%% mil-
lion—a total of $701 million an-
nually. When to this sum is added
$360 million lcans by credit unions

avowed ultimate object is to elim-

(Continued on page 2355)

Morgan Stanley Wili
| Admit Hall, Wilson
And Wright Jan. |

" Applications - are being .filed
with “the New York: Stock Ex-
change requesting approval of the
admission, effective Jan. 1, 1945,
of: Messrs., Herbert S. Hall Wal-
ter W. Wllson and John Story

b At

Herbert S. Hall John Story Wright

erght as general partners in the
firm of Morgan Stanley & Co.;
2 -Wall Street, New York City.

Mr. Hall is retiring on Dec. 31.
1944, from the firm of W: E, Hut-
ton & Co., of which firm he be-
came a general partner in Jan-
uary, 1941. . He is a brother of
Perry E. Hall, one of the partners
of Morgan Stanley & Co., and has
been in  Wall Street since his
graduation .from Princeton Uni-
versity in 1928. He was formerly
with' the Guaranty Company and
Field, Glore & Co.
~ Mr, Wilson became associated
with Morgan Stanley & Co. ir
June, 1937, He is'a graduate of
the “University of Pennsylvania
and the School of Business Ad-
ministration at Harvard Univer-
sity. Formerly he was associated
with' the Continental-Illinois Na-
tional Bank & Trust Company. in
Chicago. -

Mr. Wright is also with the
Morgan

September, 1935.
Drexel & Co., Philadelohia, from
1923 until he came to New York
in".1935.
Princeton  University,
1923.

Fashicn Park Attractive
A  detailed ' study of TFashior
Park, Inc., is contained
spec1al circular prepared by Si-

Class

St., New York. Copies of this in-
terestmg study may be had from

the firm upon request.

Stanley firm, having]
joined -its buying department in |
He was with:

He is a graduate of|

“of |

in @]

mons, Linburn & Co., 25 Broad |

Avondale Mills
Rockwood Co.
*P. R. Mallory & Co., Inc.
Bought — Sold — Quot?d
*Analysis on Request
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HAnover 2-0700 NY 1-1557

New Orleans, La.-Birmingham,Ala7

" Direct wires to our branch offices

‘Southwest Natural Gas
~ Company
N. E. Public Service

6s s Plain Pid.
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$1.50 Pfd. & Com,

C.E. de Willers & Co.

Members New York Security Dealers Assn. |
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Makes men's clothes; “‘Stein Bloch”,
“Fashion Park”, etc. Owns Weber &
Hellbroner,
everywhere. No reconversion prob- |
lem. Attractive postwar outlook.

for our detailed report.

Simons, Linburn & Co.

Members New York Stock Exchange
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HAnover 2-0600

|
|
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" Tele. NY 1-210 '{'

A
} RLIN

Eg

‘, Troster,Currie&Summers;
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Wellman Engineering
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Circular on Request
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YOU DON'T HAVE TO BE
CRAZY TO BE A GOOD
OBSOLETE BROKER
~BUT IT HELPS.

Obsolete Securities Dept,

99 WALL STREET, NEW YORK
Teicp]lollé: WHitehall 4-6551

Do Inslders’ Transactions
' Affert Stock Prices?

" For years a fetish with the public has been the advantaUe enjoyed
by so- called ‘insiders” in‘conducting transactions in their own se-
‘curities.” There has been a‘belief that the directors and officers of a

'corporatxon could use their full knowledge of its operations, earnings

and. prospects to their personal’ profit and sometimes to the detriment
. of out51ders lacking access to such information.
: SEC Reports

TITLE COMPANY
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BOUGHT - SOLD - QUOTED

Complete Statistical Information
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Members New York Security Dealers Assn,
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SEC Renders Decision
e . g iy
On “'5% Spread’’

Despite the Finding That the “5%, Spread Phllosophy”?
Is not a Rule, the Order States That No Presumption of a:
Violation Arises Sclely On the Basis That a ‘Spread in |-
~Excess of 5% Has Been Taken. A Victory For the Vig-
‘orcus Campaign the “Chronicle” Has Conducted to Pre-
serve Free Trade and a Fair Trial for Security Dealers and
Brokers. Praise Given to Those Who Opposed Measure.¥
On the 25th-day of November, 1944, the Securities and |
Exchange Commission handed. down an order saying.it would
take no action under, Section 15A (k) of the Securities Ex-

change Act of 1934 .on the “5% spread.” (Full ‘text of: _the
decision appears in this issue, starting on page 2349.) - )

The order-itself is terse, but it is based upon a-28-page |
phllosophy ;

‘opmxon of the Commlsslon holdmg that the
.is an “interpretation” and not a rule.

The opinion. proper, however, is anythmg but lackmg :

.in comfort to those of us who have been conducting a vigor-

ous campaign to preserve our way of life, to prevent an’ out %
and out limitation on spreads, and to secure a fair trlal for v

- dealers and brokers ‘insecurities,

The Commission considered the NASD letter of Nov.'9,
11943, particularly the provision to the effect that when trans-
’ actlons show a mark-up of over 5% on the part of a member,

“a duty is imposed upon the member to show to the satisfac-

-tion of the District Business Conduct Commlttee that no vm- ;

lation has occurred.”

" The following observations of the Commlssmners are

most noteworthy: -

“We ‘therefore think the statement on thls pomt 1n_ '
the letter of Nov. 9 is erroneous, and believe that'if a .
* trade practice case were decided on the basis of the pre-
sumption .stated it weuld - be our duty to set aside’ the '
determination upon review.” :
- “Our conclusion on this point is that there is at pres-.
‘ent no rule on which we may act. However, it may be .
i ‘appropriate for the Board or its officers”to notify the
. . District Business. Conduct Committees that mark-ups’in .
<each-case are to be viewed in the light of all pertment >
_ :circumstances, that no presumptlon of a violation arises
:solely on the basis of a spread in excess of 5%. and that.
. 'no accused member has a burden of proving his inno-
rcence merely because his spreads have exteeded that
" percentage.”

IN THESE OUOTATIONS YOU WILL RECOG-
NIZE A VICTORY NOT ALONE FOR SECURITIES

Continental Europe “(except Spain); Asmv %

- NOTE—On account:of the fluctuations |
in the rate of exchange, remittances for |

This  aspect

. of security
" dealings

‘'was
not overlooked
when  legisla-
tion was en-
acted to elim-
inate manip-

“ulation and

other abuses.
The Securities

‘and Exchange

C.o m mission,
briefly known

..as the SEC,

s L H R*adshaw
"‘Irwestment Timing”

was . created
by the Secur-
ities Exchange
Act - of 1934.
The law  re-
quires month-~

i within ten days after the close bf

each calendar month by the direc- |

tors and officers of corporations as
to changes in ownership and the
month-end holdings of their own
securities registered on a national
securities  exchange. These indi-
viduals are required to report all

changes, glvmg the- amounts and |

dates, either-in their own names
or thlough partnerships, trusts,
holding companies or other inter-
mediaries. The changes include all

buying and - selling transactions, |

gifts, bequests, stock . dividends,

compensation, exchange:or con-|

version, redemption, etc.

Each month the SEC publishes
on Official Summary of the trans-
actions. The Summary covers the

period from the 11th of one month.

to- the "10th of  the succeeding
(Continued -on page 2374)
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J.F.Reilly& Co.

Members

ly reports to be made to the SEC

Great Britain’s
. Policy and Latin America

Austrlan Economist at New School Says a Regional
a “Sterling” Trade Bloc May Be Set Up .

Vlgorous criticism of proposals now heing widely - agitated in’

England for a post-war trade. policy based upon controls within a
_sterling bloc,®

Post-War ' Trade'

New York Security Dealers Assn.
111 Broadway,New York 6, N. Y

REctor 2-5288
Bell Sysiem Teletype, N¥ 1-2480
Prwate Wzre to Los 4ngeles

Bartgis Bros.
Federal Screw Works
Gisholt Machine Co,

Hooker Electro-Chemical
Laclede-Christy Clay Prod.

R:chard Schueller

was expressed
on Nov. 16 by
Dr..Richard
Schueller at
at ‘the New
School for So-
cial ‘Research
in New York
City. Such a
policy, he
said, if ap-
phed to Latin
American
countries
would seri-
ously inter-
fere with
trade rather
than' expand-
ing it.

DY Schuel—

ler," who spoke in'a weekly se-

ries;.:*
Amerlca,

< “Round - Tables = on . Latin
is  visiting ‘professor to

the: Anschluss, having served for
40 years as Under Secretary in the
Austrian Foreign Office, becoming
known as the “patriarch of nego-
tiators,” and for 15 years as a
member of the Economic Commit-~
tee.of the League of Nations.

Dr. Schueller began his talk by
calling attention to the fact that
during ‘this - war Great Britain
has incurred overseas liabilities
amounting to eight billion dollars.
These liabilities will strongly af-
fect her post-war-trade policy. Of
these eight billion, more than one
billion are -liabilities 'to  Latin
American countries.

“Some economists|”’ he contin~
ued, “suggest that the British
should allow all foreign holders
of sterling to dispose of their hold-~
ings as they please. This sugges-
tion is treated by the British press

170 Broadway .

BOUCH'T'-— SOLD

”mzm i é o

weimvers New York Security Dealers Assn

COrtlandt 7-6190
Bell System Teletype NY 1-84 :

SUGAR SECURITIES

Private Wire to Boston

Inquiries Invited in
New England Securities

DUNNE & CO.

Members New York Security Dealers Assn

¢ | the” Graduate Faculty of Political

i | School.” He left Austria soon after:

‘with irony  and not: considered
worthy - of discussion. Another
‘solution, - according to.the oress,
(Contmued on page 2353)

and  Social Science of the New

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

- DEALERS AND BROKERS BUT ALSO FOR ALL LIB- "
(Continued on page 2369)

PANAMA COCA-COLA
Dividends paid 1944 to date — $2.75

DiVIdends 1943 -.$4.50
1942 - . 3.65

Approximate scllmg price——271/z

Cireular on request

- HQ!T ROSE & TROSTER

Fstablished 1914

74 ’l‘rmlty Place, New York 6, N. Y. ‘
’I‘elpphone BOwling Green 9-7400 . Teletype: NY 1-375

Public National Bank
& Trust Co.

Third quarter analysis
available on request

C.E. Unterberg &Co.

‘Members N. Y. Secyrity Dealers Ass'n

51 Broadway, New York 6, N. Y.’

Telephone BOwling Green 9-3565
Teletype NY 1-1666
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Shamrock Oil 1. . The essence, of the reconversion pncmg task confrontmg the MEBaE. 1.4
Offxce ‘of Price Admlmstratlon is to contribute what t.can toward | § -~ - (é:waqo !satoci; z;ccyrn:ge_ s B Ritz Carlton - Atantic City 6’s
promoting full 3 icago. Board of It oo 'B1" -/ Equitable Building 3's = 1950

r’z])gé) de‘rlmfptllo(;r-“ B E Whlte E!ecledn.\ 1 Fn-m Trading Markets .;. 4 ‘:‘Ge_l‘n{a‘nlgbw'n ‘Tiufzfi(:o;..i,‘ )

ment in oi- Ay Interslate Ajreraft -+ f
Silio ndus-|" DB Whlte Aadxessograph-» L Corp Sy Chellen Cmm.mnv__

tries, once the | Multigraph Corp.. Vice-President; 1o P »
full Tyt o St e ' Columbus Venetion Stevens [-' j MORR'SSEY &CO

Tokheim 0Qil' Tank & Pump L
United Artists !
United Drill “A” & “B”. . - .
United Stove _ . Mo

o | B B_OS_TON.MASS:-{Q il PHILADELPHIA - o
American Hardware ~  Oxford Paper Com.&-Pfd. i e T
: 2 . b 7 : iWe Suggest: - v . Autocar Co,
Art Metals Construction - Title Guarantee & Trust. ||| = 4 zowpriced steet stock = I G GConv Pideos~ 3
g EPIpE et N1 E ." Brooke Iron Co
7 !
ACTUAL MARKETS Crowell Collier Pub. Co. ~ United Light & R'y W.. Cenlral Iron & Steel |||l e Ribertica € -
AchlvNE zlssusuEs N BOll"ht SO](I Quo"ed ¥, 4%, Net Q\uck sl(? a;; lslpel’lshﬂl’e ano O"‘ Reques‘
; : : » A gy 0y Book V:ﬂue ,$16.34 per share ||’ BUCKLEY BROT“ERS
GOODBODY & j CO‘ R .“Ma‘rkpt_-_v .‘- b almut $5 Sia]i Mm"}_'g’sﬂmz Yo;"tb i’“lfldﬂphm and || -
] Aetna Llfe l Members N.'Y. Stock Exchange and Other Principal Exchanges. . . : . c;rcular Avm abw ' 1818 Prifm.t; ”;/f:e S(:/r;tceﬁrcl:l::;gi’iz ‘
' American Hardware l 115 BROADWAY 105 WEST ADAMSéT. ; LERNER & CO AL | pritadetphic; New, York and Los Aigelés
"I Bendix Home App] NEW YORK .. i CHlC'AGQ s s b S POST bt SQUARE j NléSZ&; “;{alnut Street,‘ Phxlzdelphla 2
| Cuban Tobacco, Pfd o TELEPHONE BARCLAY 7.0100 - TELETYPE NY.1-672 - |l| "EOSTON 9, MASS. |+ | Pittaburgh, Pai’ 1\ * Hagératown M|
| Douglas Shoe, Com. & Pfd x I Tel.. HUB 1990 | . Teletype BS 61 i N Y Telephone—-—Wtheha]l 3.7233 ||
Deep Rock Oil e e -
Electrolux* v CHICACO - ' e
' E'merl:ﬁn gadio. e I lNDUSTR'AL COMMON STOCKS ; : We haveacontmumg Intereshn
ranklin Stores ‘ ‘ 2
| Liberty Aircraft New - 1 Altorfer Brothers Company ot e CARTERH coRBREY&co Amencan-[.a France_
| Moxie* | Bada Compaay | -l wholesale Distributors
. Philip Carey : Foote Brothers Gear and Machme Corporahon acin Foamite'
| Pollak Manufacturmg | Gisholt Machine Company TR e - Miadle Waat o Pacific Coast . : e
Purolator | Goodall-Sanford, Inc. A s ] UNDERWrR ITER S ~ Common Stock <
| Scovill Mfg.* Hart Carter Company - i e : P i
i Standard Stoker Moore, McCormack Limes, Inc. =" - ... . . .
| Talon Inc; - | Rath Packing Company o e SECONDARY MARKET BOENNING & CO. |
I Title Guarantee & Trust | Rockford Machine Tool Company b, i : 'D'STR'BF"'(ON Sl 1506 Wa;lnutZS;., Philadelphia 3 |
. Triumph Explosives : United Printers and Publishers, Inc.” + « © - CHICAGO 3 ' LOS ANGELES 14 || i L P t:E:H 3°_i
3| U. S: Truck Lines - | g Bought — Sold — Quote 1 < e 135LaSalleSt. . . 650S. Spring St. - COrtlandt 7-1202 ‘
;I chlel‘e Spencer I : Randolph 3002 - €G 362. - Trinity 3908 _‘—'*""" b e oot oo
* Wyandotte WOrsted ) A ALLYN : - -
C ANDCOMPM : : “Dealer. Inqumes lnvxted
; Incorporated i An. 0ulstﬁnaing“' ey me il Amencan Box Board CO.
| g:{%‘j‘&g‘;\‘é‘:‘:‘f;‘;ﬂ(ﬁ;‘gs. Com. & PId. J Chicago  New York Boston - Mllwaukee i Mlnneapolls l Post:War Stock |- . Phili;ddcl;lt‘se; ]i-\r/ﬁ?‘%c‘om"
o ir on o s s *
| gigéi'%ﬁ“iﬂ'&: 3 | . Lo“g(gﬁ!!“t:"mber thtsburgbl Izill}:vays Co.
uda 0, s . 2 s
| Gons, Cetnent: “AT | OPA S RECOIIVE!SIOI! Pﬂllc ln s : : Warner Co. pfd. & com. |
1 l?;;le aneC I (Circular sent upon rcquest} w t S ' 't'
- " e , ; 4 awaset Securities
| B e i, | Prachce Retards Full Produchon . o '
caner arvester 8 f t
I Great American Industries* l By DR. IVAN WRIGHT 2 2 coMSTocK & co H. M. By"esby & company i
Haskelite Mfg. Co: . : J
] . 1ia. {
' mﬂﬁ:?eﬁ?ﬁﬁfﬂlﬂg ; i EC"M“"St P omts Oﬂt That OPA Pncmg Pollcy on. Reconverted than 231 30 La-?:::iys:e CCZ;‘:&M _15mv Phone Riltenhouse 3717, . - Teletypé PH 73,
| Molan < || Products the Purpose of Which, as ‘Stated by Administrator: Chester R
Oxford Paper Bowles; Is to “Encourage Maxxmum ‘Production”  and “Yield- Good | ooummmmes since 1905 e -
I flis Alsim Supe l Profits,” Is Entirely Ignored in Recent Orders. . Cites Damestlc Stove : Bankers Securities Preferred < - .
I Riley Slt(:‘l‘:?;‘:son i | Price Regulations as Example, " i FREU w FMRMAN CO - First Famdgn Netional lBk.J;;Tr. Co.' '
Phila. Transportation, all issues

‘Alabama. Mills %
Aspinook Corp.
Berkshire Fine Spinning

i . Botany, Worsted, Com. & Pfd.. major cut- i 358 WS it o ¢
FY: ‘Contolidated Testile: - backy oF VA 2% ©*© 1310 CHESTNUT ST.; PHILADELPHIA
d begi i 208 SOUTH LA SALLE ST “ Phila. Phone N. Y. Phone  * "Boston Phone
H. & B. Amer. Machme, Pfd.x orders begins |. " CHICAGO ‘4, ILLINOIS Rittenhouse 8500 Whitehall 4-1234 Enterprise 2050
Merrimac Mills ‘ to hit the na- " Telephone Randolph-4068 7 - | | " - - Bell System Telétype PH 279" . , *

Palmer Bros.

tional econ-

" Bell System CG 537 "
omy. s ——

U. S.: Finishing, Pfd.

I

‘ \I Goodall ‘Sanford
1
|

United Piece Dye, Com. & Pid.

Z o Thig hasl: = s
Bikg fegenti Plss DENVERC? 2 " John - Irving! Shoe -
1‘ edly -recog- v i Cpmmon & Preferred.

Amer. Gas & Power & Wrnts b

B s I g ‘We wtll buy or - sell
Conn. Light & Power Com

Cons. Elec. & Gas.Pfd. :

. Derby Gas & Electric '
‘Federal Water. 2 A ]
Illinois Power Div. Art. and Com. l

“Alian Wood Steel Pfd.-

Aei s Alrcraft Meehamcs Inc« i i
S e Alma Lincoln Mming »‘_j Pa' & Ne‘lfi’f/!‘,%”é?‘ &~R R

Cresson Cons, Gold Lehigh Valley R-R.

-nized by top
OPA officials.
: i Price Admin- |

) istrator Ches-
Dr. Ivan Wrigh! ter Bowles]|:

|
I
: | Iowa - Southern - Util. Com.
I
|

himself, in a| CHE S Empire Lee Mining: ©< - |-+t oo S
‘Mass. Power & Lt. $2 Pfd.x 5 el A1 % ; s Annuity 4Y%s’ 6s
Portland é{ec iner Pnor Pfd. recent menlorandum on I‘eCOl’lVET it 1 1K L0 Holly Oll Co. v e LV e Harns.Se bold Poﬂer
Puget. Sound P & L sion pricing sent to the 8, 100 mem- S b Coa,stal 6:1 R ; y
-gueell'ﬁhorNu Gas l& GElec Pfd.’ bers of the various OPA Industry : - N | i dy G s M 7t
epu t L el i : n
e Nt Ce Advisory Committees, stated: .. White el GO Mites . S Pemnglon, Colkei&Co.

“Thet %rliﬁ%la%’gizdgztsﬂth:}; has | lected t e : 123..8.. Broad St., Philadelphia :9, Pa.|f
bt a5 heerr elo €l 0 BO I‘d Of D | e '--~Phil ~Phone ” 7 - New-York.Phone |} -
we adopt to meet the difficult con- rectors of Mexwah CI?amber éf B E- S|MPSON & CO - Pennyp:ckero'ﬂoo g ‘Hanover 2-0310 || .
ditions which lie ahead must, in * Denver 2, Col A | Teletype 'PH 180

Du Mont Lab. “A”%

; Co. e
oot Dotk my opinion, accomplish- the fol- | Commerce of ‘the Uyiited ‘States. , 300 Calfosia Bldg. ~* KEpsone 3t ||~
© Magnavox Corp.% lowing: : o —— ; ‘ g. y ‘ ' ; sT LOUIS
. - “It must encoulage maximum | ges e L e = Ty e | a1,
{ R. Mallory* .
N Strombeargorgarlson production. It must not stand Fll'm Hame W’BI Be » Double Hea dei' -' e st b

in the way of the manufacturu‘ s

Submarine Signal i
F J
GHICAGD TRACTIONS || i o proase o et o Wagenseller & Durst . | 75055520,

’ Jack E, Jones, Vice-President of
* Circuld R : s 3 ‘
ircular on’ Request which yxeld good profits for|  LOS ANGELES, CALIF.—Ef-|Hartley Rogers & Company, 1411 S'l IX &_ GO-

l Majestic Radio & Tel. *
|

!

. business, large or small, on the | fective Dec. 1, ‘the name of the: Fourth _ Ave. Building,  Seattle, |

Risris of high volume of 1)10duc— firm. of O’Mel\(eny—Wagenseller & fg?sélslslgxaélg;rggz og(t);xg%r; fasl()lli)e . INVESTMENT SECURITIES
By making maximum produc- Durst, Ine, will be.changed fco 2 oz girl, This makes a-total of |||} »: . 509 oLIVE. STREET
tion, OPA’s first reconversion ob- | Wagenseller & Durst, Inc. The!| three fgrdmr h{"“es u‘?’hﬁs‘é S‘i\‘&e“ i
| uembvers N. ¥ Security Dealers Ass: ective, the Price Administrator|firm, which is a member of tk year old daughter Is thrilie IS .
jectl r B o e Dorothy Jones and the twins are ST-LOU"bl MO-

. 120 BROADWAY, NEW YORK 5 clearly recognizes that tight pric- | Los Angeles Stock Exchange, has

REctor 2-8700 NY ing and consequent inadequate |jis : "
| . Direct 'Phone to Phx!ad(-lphllalzsf profit margins would delay attain- | ¢ main office at 626 South |- Jack recenily bought a-large Members St. L“,‘lh‘ Stock F?‘P“mg’

. ’ Spring Street, Los . an :
oyt SNIERPRISE ‘PHONES |, ment of full production by elim- | 2P" tg‘ Los {Xngeles, _qnd home and will have a much larger |,
jnatine high-cost producers at a maintains branches in Pasadena,! crop of strawberries vmh dll hls i
(Continued on page 2373) Redlands and Claremont. . .- - .- :little helpers. L 0 Y wo Ty

domg nicely. .
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' Kanaall Lompany
*“B” Common.

: Fonda, Johnstown

& Gloversville
: VIC

FARB & CO.

Members
New York Stock Exchange
" New York Coffee & Sugar Exchange

120 WALL ST, NEW YORK
SUGAR! SECUBIT[ ES

GeorgeR Cooley&CO.
INC. ~ris

Established 1924 ;

.. 52 William St., New York 5

Telephone WHitehall 4-3990

: ;Qzlo?atiorls U pon Request ,
" ‘TEL. HANOVER 2.9612 .
" iTeletype N. Y.'1-2123 Y

~AMERICAN BANTAM CAR
6% CUMULATIVE CONV. PREFERRED
: Divi'de'nd Aug. 31, 1944 $.60 (Arrears $4. 05)
- $10 par (c&llable at 14 plus arréars) .
Selling price—12

~Circular on Request

Estabhshed 191 4
7 Trmlty Place,; New York.6, N. Y.
Telephone BOwling Green 9-7400 Teletype; NY 1-375

Teletype NY: 1-2419

:  BLISS PFDS.
;AMERICAN BANTAM CAR
:Tmumpu Exmoswss :

BOND
"TRADER
Some experience; oppor-
tunity of developing sub-
stantial business’ with
active, growing invest-
ment dealer. ~Salary.
Telephone TR 5-4094.

S. 'WE!NBERG & Co.
‘ Mémbers'N. Y, Security Dealers Ass'n

60 Wall Street Telephone
New York § Whitehall 3-7830

Trader Avallable

. Désires new connectlon with
small - Stock . /Exchange and
“Curb member or' with old
.established over-the-counter
:house.* Thoroughly: familiar
with' ‘ali- unlisted: markets.
1-Box N 23, The -Commercial
. & Financial ' Chronicle;,. 23,

| ’Spruce Street New York 8,

BT ‘,;._..

- Rssistant Trader .
‘Wanted by 'éstabl}iShe‘d evef—

the-counter. house. ' Knowl-_|

edge operating teletype: Godd-“
pay and opportunities. ~

- Box -G 11 Chi’omelé"
-"a Spruee St N Y

Proleclmg Mmohly Stockholders

By’ PERCIVALr E.;JACKSON* .

' Altorney Points Out That in Corpornte Practice & “Majonly' May Need;
Protection. From ‘Control ‘by "An‘ “Autocratic Minority” and That - the:
‘Facility With Which- Corporatlon Directors “Who Fail .to Direct” Can
‘Perpetuate Themselves im Office I3 Contrary to the: Democratic. Struc- -
ture of the Corporation.’ Urges Greater Responsibilities be Placed Upon.

" Directors to Act as a, Check-on Management and Récommends Cimula-’
tive Voting of Stockholders. ‘Also Recommends That Legitimate Invest-

ors Organjzations be Encouraged and Commends the. Work. of the SEC| -

and - of the - Temporary - National Economlc Commlsslon, and Urges

F urther: Investigation..
' “Some- Defmn,ions

I\Imonty There are -several. primary- defmmons that . I-want to["
l\alk of the protection of minorities |

Now Gunn, Gvare'y Bo.; |

: get clear at the outset. \When,we
today, we
must define
"“minority” - as
including.. -a

{ majority," . an- WI!I. Koelh JOinS S’aﬁ .

0 m a 1 QU SLAN S (Special to The Financtal Chronicle)

is .not.. so
much.that we
must protect
the minority
from the ma-

* jority. as:-we
must © protect

.t h e majority
from’ its .own
“-apathies and!®
.disabilities].
. e an.d- conse-
‘7 Percival "Ei* Jackson - dUent rule’ by
. the mmorlty
While a - political ‘majority” is-a
tempomn fusion--of yesteldays.
and temerrow’s minor ities,.a cor=|.
pordtc mag(mty in-our publlc cor-

polatmns is. a.- u\Lhex pelmancnt
A lecture dehvered by M1
Jackson,“a membér of the. New

merce” Bu1ld1ng, ,wuh the retive-
ment’'of - Mr. ‘William T. Robbins
from . partnership, - has
changed to Gunn, Carey & Co.
William = A. - Koeth, ' formerly
manager of the- buxldmg -and loan; |
and bank ' claims. departments of |

a:socxated w1th Gunn, Carey & Co

Wlllsam Robbms With |
Ball; Burge & Kraus

(8pecial .to' The, szmmal Chronlch)

‘CLEVELAND,O. ZiWilliam' T,
Robbms member of the Cleveland |

Stock Exchange, has become as- 1
socxatecl with: - Ball, Buxge &3
Kraus " Union' ‘Commercée: Build-

been | -

Ledogar-Horner Company; is now |

\X’ E invite inquiries from invest-:
~ment firms seeking sound retail
‘distribution of securities in ‘

THE OREGON MARKET
i 3 ° ; :
. DAUGHERTY, COLE & CO.
U 5. NATIONAL BANK BUILDING

: PORTLAND 4, OREGON
i z}twater 0233 Teletype PD 142

Téx‘t?of SEC's Decision in 5%
. Mark-Up” Case

Holdmg That NASD Letters Relating to the 5% Spread. Constitute
Merely: “Letters-of Advice” and Not a Rule, the SEC Concludes: (1)

| That -the'.NASD :Board of Governors, Under Art. IV of the Rules: of
{ Fair- Prachce, Has No Authority to Direct, in the Abstract, a’' Proceeding
| Against a° Member, as Complaints Must Be Filed by Dlstnct Business
Conduct Committees; (2) That. There Can Be No Presumptlon of a:

Violation. of Fair. Practice on the Basis of a Spread in Excess of 5%

the Letters of October 23 and November 9, 1943, Announcmg the 5%
“Philosophy,” Set Forth a Flexible Cntenon for “Mark Ups,” and Thai

‘of ‘the -Securities and Exchange- Act, Whlch Prohlblts lmposmg Pnce
Schedules,

+The followmg is the text of the dec151on of the Securities
and Exchange Commission in connection with -the ‘5%
‘mark-up”’ pohcy of the National Assomatmn of Securltles
Dealers:: "«

"""SECURITIES AND EXCHANGE COMMISSION

Philadelphia

“In the Matter of
e 3 The Rules of the )
'NATIONAL ASSOCIATION OF {

--SECURITIES DEALERS, INC.: >

(Securmes Exchange Act of 1934—-
Section 15A)

AN ASSOCIATION OF BROKERS AND DEALERS

(e 2 Abrogation of Rules

OPINION  OF
TllIE COMMISSION

5 On petltlon for abmffatlon of alleged rules of a national securltle=
T *CLEVELAND, O~-Firm name of| -
Robbins,-Guna & €6:, Union Com={*

©association ‘which have not been formally adopted in accordance
~“with™ Section 15A of the Act or.the association’s by-laws, but
... have. been, ‘circulated ‘as announcements’ of policy by the BOdld
of Governors, ‘when it appears. that:the: policies, 'so' announced
Jodé net: have the force or effect of rules, although they may br
applied by D1stnct Business Conduct C0mm1ttees and the Board
wof Govemoxs as:icriteria in decxdmg individual " tradepractice
" cases; held, petition dismissed since the policies in guestion are
% not rules and the Commission may not abrogate or approve them
on their merits apart from individual cases Wherein such ‘policies
‘shall have been given spec1f1c application.
APPEARANCES
- Edward A: Kole and Abraham M. Metz for. the petltxoners
.- Baker,. "Hostetler: -&: ‘Patterson, for the Natlonal Assoclatxon ol
Secuntxes Dealers,-Ing:: -
. .Albrecht,. Mag\ure &. Mxlls for S. C. Parker & Co. Inc.
Frank Dunne, for: New. York Security Dealers Assocxatlon
“This pmceedmg ‘involves obﬁectmns that have. been filed with us
legardmg a’policy . announced - by the’ Board of - Governors of the
National - Association’ 'of ‘Securities, Dealers,’ Inc:s (“NASD’) on price
spreads .and -commissions charged' by its members. in the- purchase
and sale- of :securities. -The NASDis rcgistered as-a national securi-

of 1934~ (the -“Act™. :

‘and ‘Therefore Burden of Proof Is Not on Accused Member, and (3).

Fixing. a Definite “‘Spread” Would Be Contrary to Section 15 A (b) (7):

ties -association- under Sectlon 15A ‘of the Securities Exchange Act:

York Bar before the New School
. for Social Research, . New  York
. City, Nov. 17, 1944 as part. of ‘a

series entitied “Ten Years of the

Becuritigs-"and | Exchangé * Com-

mission ~— A . Re\uew and Ap—

prajsal.”:

5 and was .a partner m Charles D).’

lng,- members of ‘the ‘New York
and’ Cleveland Stock: Exch'mgcs

NEr-in Robbms Guni & Co.;-did;
business as’ an; mdw1dua1 dealer,

Mr; Robbins was. £onmerly apart-{.-

-.0On.,Qct.,.25,.1943..the: Board of
Governora of’ the NWASD sent to.
all: of the: inémbers’of the NASD;
1 a-cony of the letter’ which .appears

in- Appendix ' A‘ .of -this opinion.

'Ongl‘n. of ‘the Proceeding . _ ®—

survey of gross spreads or mark-
ups over current market ‘prices
charged by NASD members, and
pointed .out. that 477%_ “of - the
transactions studled were effected

AMERICAN MADE
MARKETS IN
CANADIAN .
N\ SECURITIES
Ablhbl P. & P. 5, 1953 .
Algoma Cent. Hud. Ry. 5, 1959
“Aldred Inv. 4%, 1967
'Ass’d Tel. & Tel. 514, 1955
Canadian Pac.. Rwy. 4, 1949 .
Canadian Pac. Rwy. 315, 1951
Canada S. S. 5, 1957
Cons. Paper 515, 1961
" Dominion Square 4, 1953
Int'l Hydro Elec. 6, 1944
Montreal Power 314, 1956-73
Power Corp. 4%, 1959 .
Shawinigan 4, 1961
“Soo” 514, 1978 .
Steep Rock Iron 51/%; 1957

HART SMITH & CO.

52 WILLIAM St.,, N. Y. 5 HAnaver 2-0980
Bell Teletype NY 1-395
New York Montreal . Toronto

Back the Attack!

Buy U. S. Treasury

~ bth War Loan
Bonds

Frederic H. Hatch & Co.

.. Incoerporated
Mcmberq N. Y. Sccurity Dealers Ass'n
63 Wall Street New York 5, N. Y.
Bell Teletype NY .1-897

~eth

: Buy -
- That Extra Bond -

Now

GUDE, WINMILL & Co.

M.cmbers New York Stock' Exchange

1 Wall St., New York 5, N. Y.
DIgby 4-1060 Teletype NY 1-953

American Maize Products Co.
General Tin Investment
Petroleum Heat & Power Co..

Lion: Match
Ohm Match

Fredenc II Hatch & co.

lncorpurated
Membcrs N. Y. Seccurity Dealers Ass’n
63 Wall Street New York 5, N. Y.
! Bell Teletype NY: 1:897 -,

Interstate Aircraft & Eng.

Appears Attractive - ‘
- Intersate. Aircraft & Eng. Co,

. |offers an- interesting situation ac-
| |cording to ‘a circular being distri-
buted by Hirsch, Lilienthal & Co.;

25 Broad Strect New' York' City,
members of the New York Stock
Exchange and other exchanges.

| Copies - of this circular may be had

from the firm upon request.. |

Situations Of Interest :

F. H. Koller & Co., Inc, 111
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 -

H, Koller

‘upon request from F
& Co. .

Fvs o g i . B3 s 3 %»'~

This letter- stated the result of m

(Co*xtmued o page 2370) - Gentsch: & Co. ™

(Continued, on page 2366).
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PUBLIC UTILITY STOCKS

We maintain an active market in the stocks of
many public utility companies and through
~ the facilities ,of our direct private wire,
system are “especially equipped to
trade in those markets where
our ~various - offices ' are
located

PAINE WEBBER JACKSON & CURTIS

ESTABLISHED 1879

| Boston Chicago Phnladelphla San Fram: 5€0 |

SINCE 1889

ADVERTISING | ‘?“““Y Cutlery.

In All Its Branches\g

. Plans Preparcd-——Canference Invlted s

Albert Frank Guenther Law .

Incorporated 7 (s
131 Cedar Street “New York 6,N
Telephone COrtlandt 7 5060

.Headquarters For . -
Sextoblade Razors and
; Blades Cutlery RepaIr-
& Ing of Every Descrlptlon..
WECK CUTLERY Inc.

138 Fulton St /45 Nassau St.
CO - 1176 .. RE. 2 9192,

’l’\
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Public Utility Securities
Approval of the Standard Gas & Electric recapltahzatlon plan
by the SEC on Nov. 18, marks a major milestone in the Commission’s
broad program of Integlatmg and “simplifying the utility holding
company systems under the law passed by Congress in-1935. The
plan has-gone through a number of changes. Tentative plans were
Afiled in 1938 and 1940, but these ‘did not go far enough to conform

Brown Bros.: Harrlman Annmmce New Partners

Harold D. Pennmgton,‘Thomas McCance and’ Stephen Y. Hord
will become general paItneIs Ain the.private bankmg firm of Brown
Brothers Harriman & Co.’on-Jan.il,. 1945, according to an announce-
‘ment by the firm from its main offIce at, 59 Wall St.,.New York City.

The oldest and largest. private! banking partnershlp in the United
States, Brown Brothers Harriman & Co celebrated the 125th anmver-

to SEC interpretation’ of the Act.@®
In 1941, the Commission ordered:
the company to dispose of vir-
tually all its scattered properties
with the exception of Philadel-
phia Company (controlling the
important Duguesne Light - and
some gas and traction companies)
which it recognized as a single
dintegrated system. This reduced
the scope of the system from 20
States and Mexico, to the States
of Pennsylvanra and West Vir-
ginia.

The company took no immedi-
ate "action, but in' March, 1943,
filed a comprehensive plan, which
appeared to reflect ‘substantial
agreement with the Commission’s
objectives. However, this was dis-
approved by ‘the SEC in May,
11944, and certain-echanges were
suggested. The company ' was
given 90 days in which to file a
new plan, and it complied on
August 28th. Hearings were. ini-
tlated and as the result of discus-

Assumcd

Recent
v $2.30

Ca]ifornia Oregon
Oklahoma G. & E._
“Wisconsin P. S.

It would appear that a ratio of
ten times earnings was the gen-
eral yardstick, with allowance for
estimated future “normal” earn-
ing power when exemption may
be . obtained from the excess
profits taxes,

By distributing stocks to- bond-
holders instead of selling them to
the public, it was unnecessary to
allow for banking commissions.
,On the other hand, it is a possi-
bility that the educational sales
work which might have resulted,
Arom public distributions’ might

_anore than have offset (in market
vesults) such banking commis-
sions. It will be interesting to note
‘whether over-the-counter mar-,
kets in the new securities (which
seem likely to be initiated upon,
the confirmation of the SEC deci-
sion by the U. S. District Court at
‘Wilmington) agree with the esti-
xnates presented in the SEC deci-
sion, To some extent, these esti-
imated values followed the lines
of testimony by experts such . as
‘William Duff, Halbert P. McCabe
and others.

‘Due to a flexible feature of the
plan, the amount of cash given to
pondholders was finally cut from
$310 to $304.95, since it was esti-
:‘mated that the value of the pack-
age of stocks assigned bondhold-
ers had increased $5.05 (according

sions with the SEC and the bond-
holders, amendment were made
on Sept 12 and Nov, 8.

The plan’ of Nov. 8 prov1ded
that bondholders would receive
$310 cash plus a package of stocks
valued at $690, making a total of
$1,000 per bond. The package
consisted of 5 shares of California
Oregon Power, 2 shares of Moun-~
tain States Power, 3 shares of Pa-
cific Gas- & Electric, 12 shares of
Oklahoma Gas & Electric and 18
shares of Wisconsin Public Serv-
ice, ‘Only two of these—Paciifc
Gas ' and Mountain States, had
markets, but the prevailing prices
were “marked down” one point

and two -points to 32 and 21, re-|

spectively. Values were aSSIgned
to the three remaining stocks, fol-

lowing a -discussion "of post-war
earnings possibilities, Following
are ‘some of the pertient figures,
with price-earnings ratios added:

Share Earnings -
Est. Future
T $2.23

Price-Earnings Ratios
Recent Future
10.4 10.8

1.86 2.14 11.3 9.9
4T 117 13.0 8.6

to a market index) during the

interim- period of nearly three
months.

" Apparently bondholders were
satisfied by the eventual terms of
the plan- (their representatives
had been’ critical of some of the
earlier proposals). The treatment
accorded stockholders — 10%
shares of new common to the $7
prior preference, 9 shares to the
$6 prior preference, and !5 share
to the $4 preferred (the common
not being recognized) remained
unchanged in the several modifi-
cations of the August 28th plan.

Based on ‘the present price of
the $7 prior preference stock, the
new common would have an in-
dicated “when issued” -price of
about” 6%. The SEC' states that

“a liberal estimate of the future |-

earnings applicable to the new
Standard Gas common on a con-
solidated basis” is $1.12 a share.
Hence, the new stock would be
selling at about six times these
future earnings. However, a con-
siderable time may elapse before
the plan finally becomes effective
under court decisions; the tem-
porary . bank loan - is retired
through sale of Louisville Gas &
Electric (now being negotiated);
and the estimated earnings become
available as a basis for, dividend
payments.

0
|

Junior Pr

GILBERT J. P

Direct Wire

Midland Utilities 6s 1938
New England Public Service’

eferreds

OSTLEY & Co.

29 BROADWAY, NEW YORK 6, N. Y.

_to Chicago

=

HaD: Penning!on Tho'm'hs
sary’ of ‘its foundmg in’ October
of last year. Total assets.of the’
bank are $175,000,000, ‘Members
of the firm include the Honorable |-
William Averell Harrlman (Am-
bassador to - Russia), E.:Roland’
Harriman, Thatcher M. Brown,
Prescott S. Bush, Ray Morris and
Knight Woolley. The Honorable
Robert A. Lovett was a. -partner;
before going' to Washington  in
December, 1940 to become. ASSISt-
ant Secretary of War for Air..

Mr, Pennington left the AmerI-
can Exchangc National Bank in.
1927 to join Harriman Brothers &,
Co. When that firm merged with-
Brown Brothers & Co. on Jan, 1,
1931, Mr, Pennington-became gen—‘
eral manager of Brown' Brothers
Harriman & Co. He is a director of |
The Valspar Corporation.

Mr,” McCance has been  asso-!
ciated with the firm since 1929
and in recent years has been’the
manager in general charge of the

‘ McCance .

Stephen Y. Hord

investment : side of the firm’s
business. He:is.a member of The
Bond Club of New. York.

. Mr,*Hord has. been. for several
yeaxs the: resident manager in
charge of the firm’s office in Chi-

cago..
Brown ‘Brothers  Harriman © &
.Co in addition to its commercial
banking: business, also conducts an
extensive mvestment counsel de~
partment.-The firm‘is a member

! of the.New York Stock Exchange,

the . New York Curb, and local ex-
changes in Boston, Philadelphia,

-and Chicago, in.all of which cities

oﬂlces are .maintained.

.The business of this firm, which
was: established in 1818, has been
conducted’as a partnershxp at the
same address, 59 Wall Street, since

11833, The fourth and flfth gen-

‘erations of the founding partners
are ' .presently ‘members. of. the
firm; namely, Thatcher M. Brown
and Moreau Delano Brown.

Manufacturing declined slightl

fell from 125 to 124.

year was about equal to‘that.in.

,Ganadlan Manufacturingllown Slightly Says
-S.. M. Wedd of Canadian Bank of Gommerce

y-last- month, the index of indus-

trial activity falling from' 224 at mid- September to 223 at mid-
October (1937-=100), while the- percentage of factory capacity-utilized

The total volume of manufactuung in'the’ thlrd quarter of the

‘the ! second- quarter and slightly

higher than in the third ‘quarter:®
of 1943, although there was.d net
loss in the number of: workem
employed. A higher standard of-
efficiency compared with a year]
ago and, in some cases, more over- |
time would account for the differ-
ence.. The general picture,’how-
ever, is mixed.  The cancellation
of some war coniracts and . the]
change-over from one. type of
production to another, temporarily
reducing output have been’ ac+
companied in other instances “by.
new contracts, a number of these
relating to post-war planning.
The production of war material
on the whole has remained on. a
high level. ' The most accessible

of the primary iron and.steel in-
dustry, illustrate this. The pro-
duction of both pig iren and steel

in the third quarter of the cur-
rent year was less than 1% below

the like quarter of 1943, " Com-=
pared with the second quarter. of

5

statistics of volume, namely. those {:

1944 the decline was. 2% for pig
1r0n and 9% for steel..

Sldney C. Nelson With

|Stone Wehster Blodge

CHICAGO, ILL.—Sidney C.
Nelson has bccome associated with
‘Stone * & “Webster “and Blodget,
Incorporated, 33 South Clark St.

- Myr,- Nelson' was formerly Vice-

President of- * Central - Republic
Company, with which he had been
associated. for many -years.

. Attractive ' Situation
American Gas & Power Co. of-
fers . attractive possibilities, ac-
cording to a memorandum issued
by Cohu & Torrey, 1 Wall St.,
New York City, members of the
New York Stoc Exchange Copies
of .this interesting memorandum
may -be-had from the fIrm upon
request.

o |

Pacific Coast
; -Seéllritiés,.

Orders Executed on ‘
PaclfIc Coast Exchanges

Schwabacher & Co'j;.._

y : Members
New York Stock Exchange
“New York: Curb Exchange ( Associate)
. Chicago, Boazd uf Trade 3

14 Wall Street - New York 5; N. Y
Cortlandt 7- 4150 Tclctype NY 1-928

) Private Wire: lo Pnnczpal Ojftces

San. l‘ranclsco ~— Santa Barbara
Monterr) — Qakland — Sacramento
Fresno

Tomorrow’s Markets

Walter Whyte ,
Says— £
Minor market recovery paced
by rail averages going to new -
highs carries bullish senti-

ment with " it.- Market, how-
ever, still in danger,

By WALTER WHYTE

Despite the very obvious
fact that stocks have gone up
about a point or two in the
past week, the market as a
whole has yet to show suffi-
cient. significant" signs . to ‘be
‘considered of importance.

%

The rails were perhaps the
best performers in the “last
few days. Last week; for ex-
ample,. they managed to . get
through - their old resistance
levels to.a new high.  True,
this establishment, of a new
figure didn’t mean much. to
the t/holder of individual
stocks.”  But® the 'fact  that
such a high was made helped
improve market opinion enor-
mously. ’

; * * * :

Right now, for -example,
the preponderance of public
opinion is- ‘overwhelmingly
bullish. The establishment of
a new high by one average is
being cited as sufficient proof
that the Dow theory has once
again signalled the continua-
tion ‘of the major up-trend.
But, even without this con-
firmation by the rails, -the
market has not indicated in
the past few months that the
major trend was anythmg but
bulhsh

* g % i

But a bull market or a bear-
‘market in itself is'not impor-
tant .to.the professional trad-:
er. Time and againa basic-
ally - good - market- will go’
through a severe . reaction
which. can shake you out of
most, if mot all, your cash.
Conversely, there is money to
be made in bear markets, on
the long side, too, if you can
get “in.while - the market is
going through its adjustment
period.: For neither up or’
down markets keep thelr di-
rections constant. ;

* Wk

But if the rail push-throuel‘l

has helped to improve public

.opinion,-it has not.brought in

(Continued on page 2375)
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120 BROADWAY, NEW YORK 5, N. Y. -
Telephone REctor 2-7340°

_Predlcts Synthetic

Rubber at 10.7 Cts. '

Dr. Semon of B. F. Goodrich Company Holds It May
. Compete With Natural Product .~ *

A prediction that synthetic rubber can be produced “on‘a peace-
time basis” at 107 cents per pound——agamst the prewar market price

of 22 cents for. .
natural ‘T ub-
beri— was
made by Dr.
“'Waldo Semon,
director of pi-
~oneering re-
search of the
B.. F. Good-
rich Co. before -
the - National
Industrial
Chemical
Conference in
Chicago ' on
Nov. 16.

Dr. Semon,
who created
“Ameripol,”’
the first syn-
thetic rubber”
used commer-
eially. in “auto
tires in this cotintry, made it clear
that the 10.7 cents figure applied
to the “most efficient plants” only,
since the “average cost for the
GR-S produced thus far is 34
cents. - The anticipated after-war
cost estimate represents ‘‘out-of-
pocket” cash only, without allow-
.ing for amortization and profit.
He also tempered his quotation of
the low figure with'a reminder
that most: of the world’s planta-
tion rubber, in the 1935-38 perlod
could have been delivered in this

_country at 12.2 cents a pound, “at
present our lowest out-of-pocket
cost for synthetic rubber.”

For security purposes and re-
gardless of economic factors, there
should be a minimum annual pro-
duction after the war of 200,000
tons of - synthetic = rubber, Dr.
Semon said. -Beyond that mini-
mum, he said, it “must justify it-

Dr.- Waldo Semon

self on both a quahty and-cost‘
basis;?- and. he foresaw the syn-
thetic ‘rubber  industry - in this
country following a pattern simi-
lar to that of the synthetic dyé in-
dustry, which has‘gone far’ be-
yond the possibilities ever offered
by natural dyes.

Admitting that GR-S “may not
be the best synthetic rubber whlch
could be made for every purpose,”
the B. F. Goodrich researcher said:
that in the future there might be

| one type of synthetlc spec1f1ca11y

tailor-made for inner tubes,” an-
other for coating the cords in tire
carcasses, another for- sidewalls
and still another for the treads.

The . speaker . stated unequivo-
cally that “GR-S is better than
the best German synthetie, Buna
S: easier to mix . and handle,
easier ' to  build ' into - finished
products, and those products give
better performance - in _service.”
He cited the fact that Germany
was “never able to use more. than
about 50%: Buna in tires, whereas
the ‘S-3’ tires on our cars today
contain less thanx 1% naturaI
rubbe1

The’ future role to be played
by German scientists .and engi-
neers “who will be:the greatest
assets. that. country:has left after
the war,” was. described by, Dr,
Semon -as ‘a question that -must
be handled carefully.”He warned
agamst the possibility of their be-
ing “driven underground, to plot
sabotage, deviltry and revenge
and said that those who are again
willing “should be given a chance
to work, this time not for Nazi
Germany but. for the common—
wealth of the world.”

49 Wall Street

Teletype:

In’vestment Opp_ortunities in

Atlantie Coast Line
" " Bonds and Stock

Copies available to Brokers and Dealers

ViLAS & HICKEY

Members New York Stock “Exchange

Telephone: IAnover 2-7900

New York 5, N. Y.

NY 1-911

i)
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Post-War Railroads vs. Industrials

An Address by
Patrick B.

Copies .on. WRITTEN request
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. Members I\ew York Stock Exchange
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New York 6
Bell Teletype—NY 1-310

Railroad

interest. in the. past week or so.

Securities -

‘. The: prior preferred and regular preferred stocks of Alleghany
Corporation. have been attracting  considerable speculative buying

There has apparently been some

feeling that the time may be approaching for some step towards
eliminating the accrued dividends on the prior preferred, and this
possibility has been augmented by general strength in that section.of

the market representing the bulk #

of the company’s investments. Re-
gardless of the possibility of ac-

.tion to’ reduce or - eliminate. the

dividends on the senior preferred,
recent.buyers have. been pointing
to’ the substantial discount from
liquidating value at which the two
classes of preferred have been
selling, and the prospect for fur-
ther -appreciation of the railroad
securities held by the company.:

~The company earlier this year
sold a supstantial block of its
holding - in Chesapeake & Ohio,
utilizing the proceeds in part for
the redemption of debt and in part
to ‘broaden its investment  port-
folio through purchase of a di-
versified ' list of -reorganization
railroad ‘bonds. Nevertheless, its
largest single investment is still
represented . by  the remaining
1,140,574 shares of C. & O. com-
mon which had a recent market
value of over $54,000,000." In com-
parison, ~the- defaulted bonds in
the portfolio as of the end of last
week 'had an aggregate market
value of only slightly over $11,-
000,000." The most important com-
mitment in this group was in' the
Missouri Pacific system- with a

malket value ‘of elose to $5,000,-

000. ' Other- large’ commitments
included .somewhat over $2,000,-
000 market value in St, Paul and
approximately $1,750,000 in Frisco.
Other situations represented, run-
ning from nominal commitments
to ‘around: $650,000° market -value,
included - Denver & Rio Grande
Western, New - Haven,: Seaboard,
Roek Island, Florida East Coast,
and Cotton Belt. Obviously, then,
the company is well situated to
participate - importantly in -any
furthel speculative strength in re-
organization rail securities as well
aspossible investment strength in

Chesapeake & Ohio.

In addition to its holdings of
rail securities, based on the June
30 ‘statement, the company owns
$4,900,000. face -value pf Govern-
ment. bonds, class B preference
stock and common stock of Pitts-
ton Company with a market value

' of more than $5,000,000, and the

Terminal Shares notes. This last-
named commitment was carried in
the . June 30 balance sheet at a
written-down value of $4,223,270
compared with cost of $13,000,000.
Taking the Terminal Shares notes
at the written-down: value, the
Government bonds: at face value,
and” the remaining securities in
the - portfolio. at _recent market

prices, the aggregate value of Al-
leghany’s holdings was $80,177,695.
The debt of the company consists
of the $30,000,000 Convertible 3%s,
1952, and a bank loan of $9,000,-
000, Allowing for these debts the
book valué of ‘the ‘company’s

'stocks, based purely on securities

in the portfolio, would be $41,~
177,695. There are outstanding
111,205 shares of the prior pre-
ferred stock. The stock is entitled
to $50 a-share in liquidation and
to annual cumulative dividends of
$2.50 a share. The accumulations
will amount to $25.625 a share by
the end of 1944, barring some in-
terim payment, making the total
claim $75.625 a share, or $8,409,-
878 for the entire outstanding is-
sue. Allowing for this stock there
would be a total of $32,767,817 of
security values available for the
preferred stock.

The preferred stock ($100 par
and entitled to 5% % cumulative
dividends) is outstanding in the
amount: of 667,539 shares. ~'The
liquidating value of this. stock,
based on recent mairkets, is slight-
ly in excess of $49 a share, or
more than. 60% ' above . the  price
at which the stock has been trad-
ing. Moreover, this is without
taking into consideration the com-
pany’s treasury eash which should
be equivalent to at least anether
$2.00 a share by the end of the
year after allowing for accrued
taxes, expenses, ete. The lever-
age in the stock is apparent from
the fact that each point rise in
Chesapeake & Ohio stock is equiv-
alent to more than $1.70 a share
on Alleghany preferred and each
10% rise in the average for de-
faulted bond holdings would be
equivalent to close to $1.70 a
share.

The: Alleghany Corp., bonds are|

convertible into - Chesapeake &
Ohio %tock at $50 a share. This
is not a factor at the present time
but - could . presumably eut the
leverage factor of Alleghany pre-
ferred in the future if Chesapeake
& Ohio stock goes to any substan-

tial premium over 50. ‘In the
meantime the bond indenture pro-
vides for a very liberal retirement
fund from earnings on the pledged
stock in excess of interest require-
ments, and this will tend con-
sistently and substantially to fur-
ther - improve the status of - the
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STANY Annual Meeting

For December First

The Security Traders Associa-~
tion of New York, Inc., will hold
its -annual meeting at the New
York -Produce Exchange Lunch-
eon Club on Friday, December 1.
The' business  meeting starts . at
5 pm, and this year will be
streamlined as much as possible
to permit more time for the so-
cial part of the meeting.

In previous years many mem-
bers have left immediately follow-
ing the business meeting or after
the buffet supper. This year ali.
are urged to-have a real social
get-together that will last all eve-
ning. .

The arrangements committee
under Michael J. Heaney have
entertain-
ment, a buffet supper, free beer;
and eight turkeys as door prizes.-

Mr. Heaney, it is also  an-
nounced, has been elected to fili
out the unexpired term of Her-
bert Allen, who resigned from the
Board of Directors.

B\o‘s.ton:& New York
Air Line R. R.
» 4s, 1955

_ Bought—Sold—Quoted v

Adams & Peck

63 Wall Street, New York 5
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1929

HAnover 2-2100

- McCook Trading Mgr. |
For Buckley in N. Y.

. Buckley Brothers, members of
the. New York Stock. Exchange,
announce today that Robert Mec-
Cook, for the last 10 years in the
Ilrms Philadelphia ~office, . has
been transferred to the New York
office, 63 Wall Street, where he
will be in charge of the trading
department.

Reginald Sturgis Is
With Paine, Webher

| Paine, Webber, Jackson & Cur-
'tlS, members of the New York
Stock Exchange and other leading
exchanges, announce that Reginald
H. Sturgis is now associated with
the stock department of their new
office at 745 Fifth  Avenue; New
York City. Mr. Sturgis was for-
merly. with Arthur. Thompson &
Co and Goldman, Sacks & Co.

Parker Corporation

Twentieth Anniversary

BOSTON, MASS.—The Parker |¥

Cmpmatlon 1 Court Street, gen-
eral distributors ‘of shares of In-
corporated Investors, is this year
celebrating its 20th anniversary.

The 'Business
Man’s Bookshelf

Along the Line by Nick Plate—

Indiana—The second of a series of
four booklets issued: by The In-
dustrial Development Department,
Nickel Plate Road, Cleveland 1,
Qhio—paper.
_ Electronie Industry, The, Vol-
ume VI of “An Engineering Inter-
pretation of the Economic and Fi-
nancial Aspects of American In-
dustry—George S. Armstrong &
Co., Inc., 52 Wall Street, New
York 5, N. Y.—paper.

“A Steak” in Life

- MINNEAPOLIS, MINN.—Alfred
N. Plumley, who is with the Min-
neapolis office of Harris, Upham
& Co.; members of the New York
Stock Exchange,  celebrated his
fourteenth. wedding anniversary
on Monday with his charming
wife and many friends at that
famous chop house known as
- “Freddie’s.” ~After the luscious
. tenderloin - steak ' and  trimmings
were Lonsumed Al said "to his
friends,;” “that 'was “swell,”” while
. his wife remarked that it was fun
getting out of the kitchen. and
eating such a 1uscxous steak and
particularly ‘with “no red points”
needed. “My book,” she said, “is
devoid of points so steaks are
rare and give an added zip to cel-
ebrations of this sort—in other
words, ‘stake your dollars on
steak’.” :

\

Airlines Operations

Kitchen & Co., 135 South La
Salle Street, Chicago, IlL., are dis-
tributing a tabulation of airlines
operations for the f{first eight
months of 1944 compared with the
same period of 1943, Copies of this
interesting and informative table
may be had from Kitchen & Co.
upon request. .

Posi-War Real Estate Values

By H. R. AMUTT, President

Amott, Baker & Company, Inc. Bt :
Mr. Amott Bases a Forecast of Continued Rise in Real Estate Secunhes f

Values on the Estimated Urban Home and-Apartment: House Construc-
tion of 1,250,000 Units Annually for a Decade, the Cost of Which Will

Be Supphed Largely by Private Capital..

Post-War Real Estate Boom and a

Foresees Another lnevntahle
Revival of Public. Interest in New

Mortgage Underwritings, With a Rise of From 50% to 1009 From

Present Levels.

In my .opinion, one of the most encouragmg signs’ today for the
holder of real estate securities'is the widely growing belief that the

- intrinsic value®

of real estate
must and will
continue . . to
increase after
the war. Al-
though real
estate -values
—and I am
not in this in-
stance re-
stricting - my
thoughtstoin-
come produc-,
ing -properties
only—as well
as the prices!
of real estate
securltleshavc i
made  some’
very notable
galns during '
the past few years, it is signifi-
cant that until' recently general
opinion of such values was in a
large measure guided by a “how
long will the war last” philosophy
on the assumption, no doubt, that
“for. the. duration” .it would be
safe to anticipate a high rate of
employment,  some inflation in
our general price structure and a
general housing and commercial
space ‘shortage.

The ‘above’ philosophy was a
good one to start with and as may
be seen from experience 'the
truth of such early thinking has
been  borne out in fact. As this
article is being written a survey
of the country’s more. important
urban centers -would reveal one;
of the smallest percentages of va-
cant commercial and  residential

H. R. Amott

space in several decades. * Real}

estate . activity recently reached

what has been termed a new re-j
covery. high and present indica-|

tions pointto a continuation of ‘a
high rate of real estate activity
for at least the duration of the
war. Real. estate bond  prices,
based upon our own Amott-Baker
Realty Bond Price Averages ‘(an
index covering 200 of the leading
Eastern issues), reflect-an ‘unin-
terrupted rise for 28 consecutive
months  through: October, 1944.
The average price per $1,000 bond i
in this index has advanced from
$307 on June 30, 1942, to $496 on!
Oct. 31, 1944, an increase of
61.5%. ;
Because of. the long tenure. of
this present war and because of
the shortages of labor and mate-
rial available for the production
of normal peacetime goods, in-
cluding homes, etc., there has de-
veloped an unpleeedented hous-
ing shortage. It has been esti-
mated that as a result of this
shortage the nation’s families will
he able to absorb new urban
home and apartment construction
at the rate of about 1,250,000 units

nnually for some ten years after

the war. That is a colossal figure

when considered in .relation to

pre-war building | statisties  .and
in relation to the. boom, Which||
followed some four to five years
after World War T. What is equal=
ly ‘encouraging. about the “esti-

mates of new post-war constluc—'

tion is the predommatmg thought
that private financing is-expected
to supply most of the capital for
such a building program. . Fed—
eral expenditures will, I beheve
for the most ‘part’ he confined to
public -housing - prOJects which are
being planned. under ‘slum; clear-
ance programs “and*for the  con-
struction ' of add;tlonal pubhc
buildings.

Other factors, to mentlon only

a few, which appear quite strong-|
ly to indicate that .real. estate|

value will contmue on. the. up-
trend are: !
1—Increasing pressure - on apart-
ment building, apartment hotel
and hotel rentals for higher
rates where, OPA controls pre-
vail.
2—Increased c'osts of constructlon
and the expectation. that such
costs will -be . as high, if not
higher after the war.. . -
3—Increased .. mortgage " -activity
despite the, almost - complete
cessation -of new building.
4—The continued piling up of in-
dividual - savings” and  the in-
crease of cash and government
securities held-by. our various
banks and other ]endmg mstl—
tutions.
5-The sharp " mcrease in the
amount of ‘money in- circula-
tion which even now:is exert-
ing heavy pressure on'all mar=
kets for consumer §.'goods.." "
1t “is ‘apparent “from my - fdre-
going remarks, that  in my opm-

iion, -another real, estate boom is|

mev1tahle after’ the war: - More-
over, while building - costs - have|
advanced rapidly-during ‘the ‘war

I think it quite probable that they
will continue to adyance for: some

time in the post-war period. And |
if rent control is removed when

the war. is over, and I think 1tj

reasonable. to expeet’ that such|
control . will ‘at . least, be eased
after the wal, rents and realty [
values will rise aid such increases |
will in turn create favorable in-
ducements for a large volume of|
new building. The effect of such
a boom upon. existing .properties
and the outstanding debt obliga-
tions of existing properties would
be to raise such values to a level
equal to the same relationship
which the cost ofl new building
will bear.to the productive value
of such new construction. In my

-opinion, that means that we can

anticipate another period during
which the public’s .confidence in
real ‘estate will be fully restored
to a point which will create-a re-
vival of public buying interest in

e

'. “Proxy .State- -

Banks Adoptmg

- Proxy

Proxy Statement, the State of the
1Tbenr Afﬁhahons. Says This Is a
:Also: Submit to- Their, Stockholders

i i~ Some of the-larger- banks in

Sees inlta Means of Popularizing Bank Stocks Among: Investors.

Statemenis

4 By LUIGI CRISCUOLO
Wnter Notes That: Several :New -York Banks Now Issue Wlth Thelr

Proposed Directors, Together With
Progressive Step and Urges Banks.
More :Informative Annual’ Reports.!

3 i

New York City. are adopting the

same proceduré as corporatlons are followmg with respect to notlces

of annuwal Yo
meetxngs as i m
required of
,corpora’uons’;

by ' the SEC.:
iSuch notices

now include a

ment” when
ithey are sent .
to .. stockhold-
jers. each year.
As; most . in--§
vesto_rs know,:
up. to ‘a . few
years ago, cor--
porations
whose: secur-
ities’: were,
listed on’' the
major ‘exs . i
changes oF =i Luxgx Cnscuolo
were held, by. ihe generalpublic,
used ..ta send -stockholders each
year a-copy-of their report: for the.
preyious year, There was included
a notice of the annual meeting and
and proxy, the latter to be signed
by-.stockholders .who" .wished “to
vote for -the ‘slate of" directors

which ,would ‘be; presented at-the
dnnual meeting,’ The proxy- gave
the management: of “the ‘corpora-
tion the broadest “powers :invot-
ing for the' slate which ‘had Jbeen
made up by a nominating commit-.
tee in the Board:of Directors. That
policy, of ‘course, ‘usually resulted
' the self- perpetuatlon of the:
management- without the mass of
stockholders. having any voice in
the matter at all. .-

. This  procedure was changed
sevelal years ago by the SEC re-
quirement that cor poratlons
shou]d also - mail stockholders 'a

“proxy statement” on which there
was considerable detailed, infor-
mation regarding the officers and
directors, 'their: business. affilia-
‘tions; salanes paid to them by the
‘company; amount; of | stock of the
eompany held by each of them
ete. i
For a while, therc was some ob-
jection to the rule on the theory
that in-war time: the personnel- of
cor poratlons had’ been reduced’to
such an-extent that supplying-of
additional information was a hard-
‘ship on- the -officers of the. com-
‘pany, However; it was soon: real-.
ized by managements that the
supplying ‘of additional informa-
tion of the sort:to stockholders
had the.effect of giving stockhold-‘
‘ers and‘the public certain. im-
[ormatlon regarding the ‘manage-:
‘ment which was beneficial. to the
‘company. Such; statements , im-
‘proved public relatmns -as; they |
told the public  of  the  business
‘affiliations  of “the ‘directors ‘and
'gave an indication of their ability.
‘to -act as directors, . especially , as
‘many directors were taken from
different lines of business. .

'On the-other hand, commercial
‘banks had for years followed the
‘policy of simply sending a: notice:
of meeting with a proxy that gave
‘the - proxy. committee full power
to vote for-the directorate slate.
also accompanied by the usual
annual report.
some banks did not send the an-
nual report with the notice. of
meeting but presented the report
at' the annual meeting of stock-
holders, while the Presidert would
read the report to the audience.
Last. year one bank: president

Il vpea e e, WIITLIES - a8’

i e
well as the refinancing of existing
mortgages. That means too that
the Yprices of real estate' bonds
which today on the average are
not more than- about 50% of par
will have increased by from 50%]
10 10uv from present levels.

In ;recent years,|

| stated-that it was not: possible- to*
.Isend"the .annual report to stock-,
:} holders 'by mailbecause-of . cur-’
| tailed manpower. In another case,:
| last year, the annual report was

still in typewritten form when
read by the President of the par=

.| ticular bapk, and had to be mailed

to. stockholders after the. annual

‘| meeting.,

Recognizing that the policy fol-

.| lowed by these banks.in not pre-

senting a slate for the:directorate;
to the stockholders along with the:
proxy and annual report:was not:
progressive,  this writer’ took up

| the question three years ago with

Mr. Harvey Gibson,, Chairman of
the Manufacturers Trust Co. After:
a,.conference with Mr, Henry C.

| Von . Elm, President; and- myself,:

Mr. Gibson ' indicated: that. he '
thought that the move svas con-
structive. ~In .fact, iin . 1943 - the-
usual’ notice of meeting , of - that’
bank ‘was accompanied. by a ‘list
of directors .on which was-showm
the ‘principal business athhatlon,‘
of each candidate:

' Having received so much-en-
couragement ‘from the: action. of-
the Manufacturers ‘Trust ..Co., I
made the same suggestlon at.
gtockholders meetings’ -of “other.
banks “in ‘which I was 'a stock:
holder: In some cases the exécu-
tives were. a- little bit cautious
owing to the conservative attitude
which most banks have taken to-
wards ‘publicity. I spoke at sev-,
eral annual meetings on the sub-’
ject and am glad to say now that
I have been informed that two
other large New York City banks
have  adopted or will adopt that
policy- in connection with proxy
statements. The Bank ‘of the Man-’
hattan. Co., of which Mr. J. Stew-
art Baker is Chairman, has 'al-
ready sent out its proxy statement
to stockholders for a ‘meeting: on'
Dec.' 5, and  that shows a list of'

‘(the dlrectms to bhe voted for. At

a conference which was ' held re-’
cently at the offices of the Irving
Trust Co.; at -which there "were.
present Mr, Harry E. Ward, Chair-
man, Mr;: William N. . Enstrom,
Presxdent and: Stephen G.:Kent,
Secretary; as well as myself, the
same question was.again discussed..
Chairman- Ward said that in view
of the suggestion I 'made at their:
last annual meeting, the bank had
decided to issue a proxy.statement!
as they thought the idea was con-
structlve

Holders of bank stocks should
realize that this is a progressive
move and it is hoped that it will
be followed by similar action on
the part of other. banks. The next’
step should be a policy on. the;
part .of ‘banks generally to.make,
their annual reports as complete,

land. as informative as-the reports -

issued by some of the larger New:
York- City banks. Those reports
not. only include-a statement of
condition as of a given date, but.
a’: comparative income  account
vyhlch shows the result of opera-
tions right: down to the amount
earned per share of stock. -
During the past few years there
has. been .a greater interest in
bank stocks due to the fact that
several - investment houses have
sold large blocks of such stocks
to their customers. If'banks would
adopt generally such a policy, and
even make a comparison of fig-
ures with results of the previous
year, they would find that their
stocks would be more popular
with the general investing public

+ "than they are at present. -
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| Dealers: and -’Brokers‘ Gommittee for Sixth War Loan Drive in Néw York

The ., Dealers’ :-and - Brokers’,
Committee for the" Sixth War
Loan-Drive-.in New.. York' for-:
mally . opened - a‘ ' campaign.: to

launch -a  Wall * Street : Fleet in
* ‘the Sixth War Loan drive at-a

rally on.the  Sub-Treasury steps
« Nov. 22. ;... Richard: M.. Newell;
of ‘the. Syndicate Department of

Dillon,- Read & Co. is Chairman;

The. $600,000,000 40-ship = fléct.

represents the participation‘of in-

vestment bankerb, securltles deal— .
diffe - Shreve,
Frank M. Stanton, The First Bos-

ers and:brokers. " -

Front row,.left.to rlght Robert
E. Broome, director,: Banking &
Investment.Division, War Finance
Committee; Richard M. Newell,
Dillon, Read & Company; John A.
Coleman. Chairman; Board of

Governors New Yoxk Stock Ex-~
change: .

Back: row, 1eft to rlght Wick-
Lehman . Brothers;

ton. .. Corporation, .. W. Manning
Barr, Barr Brothers. & Company;
Walter W. Wilson, Morgan Stan-
ley &. Co:;-Richard de La Chapelle,
Shields & ‘Company.

Sees Gold Restored
To Former Role

Edmund G, Barbey, Vice Chairman of the Swiss delegatlon to
the International Business Conference, held at.Rye, N, Y., Nov. 10
‘to 20 in addressing the section on currency relations among nations,
expressed the belief that, despite the fact that the gold standard
system may-in the future: be less rigidly enforced than formerly was
-the rule, “as soon as a country. fmds itself on a solid commercial

‘and fmcmcml basis, gold comes®
immediately. back to its . proper
role, which'is to level interna-
tional balances.”

“As one of the 1epresentat1ves
of Switzerland,” Mr. Barbey
stated, “I wish to stress the fact
i that our country is very much in-
terested. in the problem: of cur-
rency relations .among nations.”

“If all countries agree upon the
-necessity . of stabilizing .the..cur-
rencies,” he added, “Switzerland
+is. among the nations,; for .which
; this very problem is of vital im-
portance, owmg to the fact that
":forexgn trade is csscntnal to our
. existence.

. “Belore the  war, the “total
“amount of our yearly imports and
"exports was  cquivalent to $170
per inhabitant as- against $50-in
i the ~case” of the United States
Consequently, Switzerlandis
deeply interested in any solution
that can be found concerning the
‘ monetary problems,
i “Our. country, being neutral.
had no delegate ‘at the Bretton
- Woods- Conference.- Nevertheless
our- official -and private financial
circles have followed verv eloselv
the discussions and the work that
. has taken place at the conference
~and you may ‘be cerfain that we
shall be anxious to ‘cooverate ag
* soon as the time will come {o re-
establish normal - monetary re-
“lations. between -nations. . The
solutions arrived at in- Bretton
. Woods:are very extensive.' since
_~thev apply to a great number of
_nations and may still go further

.“Another ' solution,  which - hae
been outlined af our precedent
meetings bv Mr. Aldeich is also of
preat interest. “What hae heen
. designated as ‘the Keyv Nationg
. apnroach.’ the nreliminarv stabili-
zation of the twa key engrrencies
and the fixing of the rote of ex-
change between the dollay anA
tha nound gtavline  wonld naye

.whnle balance of nay™ents..
tho way for the future stabiliza- | wide markets of the. rich nations | international balances

tion of the other currencies of the
world. In that plan, I can see also
an interesting approach to a solu=
tion which we are all anxious to
reach. - In any case, we are of the
opinioh : that, ‘should a general
scheme not prove [easible owing
to - its .very  extensive scope, it
would . be advisable to work out
the very interesting although par-
tial solution we «discussed yester-
day.. Each step toward:a:futire
general currency stabilization s
of the utmost 1mportance to ur
country,”

© “But,” continued .Mr. Barbey;

“no stablhzatlon is possible with-
out some sort of a basis. - In that
regard, experience has proved,
more particularly since 1930, that
gold, although not perfect, remains,
névertheless, the best foundation
devised so ‘far. . Throughout
the  world’s history it “has: been
proved that; whatever may be
the’ fluctuatlons -of -the ~world
economy, panics and depress.ons,
gold has always , maintained - its
vrestige and its value, The other
tentative systems that have been
tried in"the last resort; ‘'such as
nlearing -and. 'barter, have simply
led to a further restriction of in-
ternational exchange  of -goods;
and to the narrowing of the chan-
nels -of -trade. - -Bilateral - agree-
ments -have. taken' the place -of
free: .exchange of :goods. The
final result has been autarchy and
managed economy.

“It is often said that the gold
standard has-failed in its essential
affice: which is to insure economic
stability, but a close study -of. the
neriod betw~en the two wars wi'l
shoiw. that the gold system. only
*+ailed to. fulfill its office: because
it was ill-used and mishandled.
It was the commercial rolicy that
was adovnted after the first world
war- which. gradually uvset IE?e

10

were restricting . the export of
goods from'poorer countries. This
impeded. paymeat- of debts and
accumulated fresh debts.. Foreign
loans _could ‘only" give temporary
relief and  gradually -the greater
part. of the gold of the world was
inevitably -attracted to the richest
nation of the world, which already
had too much.  The gold was thus
made to assume: the:role of a
unique- instrument - of payment
whéreas .its proper: function 'is to

iron:out small differences in the|

balance ‘of payment.:- The world
acted for 20 years like a man who
disregards- all his doctor’s advice
and then blames the doctor when
he s sick.

“Our present problem is to find
out how best to employ “gold. In
this ‘case as in many others it
seems . that the answer to that
‘(uestion should be found not in

new -formulas but in'a return to

old. practices which have proved
their work in the past; redistribu-
tion of gold through ‘an increase
of ‘imports in_ those ' countries
which hold large stocks of metal,
such as the ‘United 'States and-a
few other countries. This process
is- already -underway to a certain

‘extent as ‘a result: of large pur-

chases .of raw . materials. ‘made
since - the - war - by ~the. United
States, notably in South America.
Another means to the same end
can -be- found - in foreign : loans,
although- this system must be ac-
cepted to the limited extent of a
temporary relief, afforded to im-
poverished countries. It can only
result. ‘in’ lasting - improvement if
this help: enables:those countries
to “get ‘back on a paying: basis
allowmg them to (Lschalge thelr
{oreign obligations.”

“It..must-. be . admitted,” con-
cludes Mr, Barbey, “that the gold
standard ~system may be less
rigidly enforced than was for-
merly the rule. For example, the
convert.bility of paper -currency
and . the ratio of gold covering
need no-longer be considered as
factors of decisive importance, as
it has been proved that these
technical questions -matter less
than the maintenance .of -a sound
economic nosition. As soon as a!
country finds itself on a solid |
commercial and financial basis.
gold comes-immediately back tn
its prover role. which is to level,

Britain’s Post-War
Trade Policy

(Continued from page 2347)

is now being discussed in Wash-
ington. - Great. Britain would ex-
port commodities which . she re-
ceived in Lend-Lease and would
thus liquidate a part of her debts;
that is to say, she would increase
her :Lend-Lease. debt which is
considered less pressing than- the
foreign holdings of sterling out-
side of the United States. The re-
sult. of these. negotiations, if any,
is not'known. In any case such a
procedure would take care of only
a part of the British debt.”,

“It has also been proposed,” he

added, “that the British sell Latin
American investments which
amcunt to rome four billion dol-
lars—norninal value—and use the
procecds - to pay Latin American
debts.  But 42% of these invest-
ments received no return in 1943
‘and the average return’ was only
24%. Great Britain thus cowa
sell only at a great loss at the very
.noment when there is hope of a
real improvement in conditions in
Latin American countries: -
: “The Latin American: eountries
also would' not ‘welcome such-a
transaction. *'Who would be" the
buyers? Americans might step in
and this  might create a political
problem. Or the-Latin-American
countries - might repatriate these
investments, but then they would
have to increase the rates of rail-
ways and public utilities which
are now being held down. Fur-
thermore they would have to give
up their sterling balances which
they hope to use for new invest-
ments.

“It would therefore seem wise

to offer a solution that would en- |

able holders of blocked sterling to
recover their claims slowly.: The
usual way would be to use the
blocked - balances through the
purchase of  British goods and
services, but one billion dollars
suffices to pay the whole of Latin
America’s imports from Great
Britain for several years. Great
Britain would have no . funds to
buy material from Latin America
which she needs and which Latin
America wants to sell,

“Another device would be to
use the blocked sterling to buy
capital goods, thus satisfying the
pent-up demand . of the Latin
American countries for such goods,
The balances could he used to the
extent to which imports. from
Great Britain would be greater
than the average of pre-war years.
But it is a question whether Latin
American countries would be
willing to accept such an arrange-
ment. Great Britain would have
to face a gap in the bhalance of
payment after the war which she
can close only by increasing ex-
ports over imports.

“In January and February, 1944,
the London ‘Economist’ pubhshed
eight articles on ‘The Principles
of Trade.’ They reject the idea
that the world market should be
parceled out by international car-
tels, but in all other respects the
‘Economist’s’ proposals are similar
to those of the Federation of Brit-
ish- Industries. The United King-
dom and the colonial empire
would be founder members: of a
regional” group. - Australia, New
Zealand, South Africa, India, Hol-

-land, Belgium. Denmark, Noxwav

and possibly France end Portugal
are expected to becomre members.
Canada and Newfoundland would
remain - outside. -The members
would offer concessions to one an-
other in regard to tariff rates or
exchange regulatxons or -quotas,
and these concessions would not,
through the most-favored-nation
clause, be extended to include all
other countries. The members

I'would have to maintain exchange

control and import licensing,

“tion, “Well, what of it?”” or—

ADVERTISEMENT

NOTE—TIromtimetotime,inthis space,
there will appeqr an article which we hope
will be of interest to our fellow Americans.
This -is number sixty-three of a series.

SCHENLEY DISTILLERS CORP., NEW YORK

One Candle

This perpendicular

towerlet of type—this-

column—is one year

“old this week, Were

it ‘not for the fact

that so many. kind

. = readers—thousands
of them, to state it accurately—

.have apparently found something

in it that is useful, we might be in-
clined to ask ourselves the q%ess-

(6]
what"‘”

“But we're quite happy about the
whole thing. You know, really,
this is a friendly business we’re in.
It’s a business; we think, that con-
tributes to gracxous hvmg, and,

_particularly, in times of stress and:
strife, torelaxation. Oh, yes, to be

sure, it undoubtedly has its abuses’
“—and its abusers, too. But most of
us will agree that many ‘of the
good things in life are both judi-
ciously used and injudiciously.
abused. Hasn’t it always been so?

Well. anyway. thank you—you
many friends who.have encour-
aged us to continue this little ser-
jes. We're starting on our second
year. Stay with us, won’t you?
Continue to tell us when you like
our efforts and help us, too, with
your constructive criticism.

‘ MARK MERIT
of ScHENLEY DistILLERS CORP.

FREX — Send a postcard or letter to
Schenley Distillers Corp., 350 Fifth Ave.,
N.Y. 1, N. Y. and you will receive
a baoklet containing reprints- of eari lier
artic'es on vorious subjects in this series.

sterling; and currencies linked to
it, could be used anywhere within
the area -of the group. Imports
from non-members would be lim-
ited by the available amount of
foreign exchange thus imports
from the United States would de-
pend on the dollar balances of the
group members.

“These schemcs have  neither
been approved nor disapproved by
the British Government, but they
come from sources that have great
influence, and therefore serious
attention must be paid to.them.”

“If such a sterling region should
be established,” Dr. Schueller con-
cluded, . “imports from = Latin
Aglerican countries would require
import licenses and the Latin
American countries could not ex-
port to the sterling group more
than they import. Some Latin
American countries, i.e., Chile and.
Argentina, would © probably be
compelled to maintain exchange .
control and to allot greater quotas
to * the sterling * countries and
smaller quotas. to other countries.
Such a procedure, while it would
not - violate existing trade agree-
ments which stipulate that the
United States will not invoke the
most favored nation clause in re-
spect to Argentine exchange or
quota treatment of imports from
the sterling area, would restrict
trade both of Latin American
countries and prevent Great Brit-
ain from expanding her trade.

“Great Britain can promote her
{rade balance, her exports and her
employment by abolishing the
clumsy, bureaucratic and arbi-
trary controls and- licenses as
quickly as pessible, and by com- -
bining universal and .regional

but y methods. of freer trade policy, in

line with the principle ‘of co-

new utilization of gold can best|operation of the United Nations.

be worked out under present con- | with measures that would expand

ditions offers a wide field for in-

How this| ter esting discussion.”

interrational trade rather than

restricting .it.”
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INSURANCE & BANK STOCKS
Bought — Sold — Quoted §
ANALYZED - REVIEWED - COMPARED . -
Special Bulletin and Booklet Service to Dealers & Brokers
Trading daily 7 a. m. to 5 p, m. (P. C. T.)
’ Inquiries invited.  Orders solicited.

BUTLER-HUFF & CO.

" OF CALIFORNIA
910 West 7th St., Los Angeles

' PRIVATE WIRES
New York . =  Chicago = San Franciseo . =
i ©TELETYPE L. A, 279 = L, A/ 280

Seattle

The Securities Salesman’s Corner

By JOHN DUTTON

Converting. the War-Werker Into An Investor
Through “Radiation.”

: It seems as if very few investment dealers have been successful
in_developing PROFITABLE ‘accounts among war-workers, Despite
the high earnings of many foremen, engineers, junior executives and
highly skilled workers in war industries, this potential field of new
investors does not appear.to have offered security salesmen a very
lucrative territory in which to work:; - :

“We have heard of a few. dealers who have kept their offices
open -in the evenings especially:.to serve the “war-worker” with
funds to invest, but have not heard of any real success along these

lines. A limited amount of advertising -directed toward attracting ||

“first time” investors has also been used in some centers where war-

 workers predominate and this.too has been sketchy and as far as

Bank and Insurance Stocks

This Week—Bank Stocks
By E. A. VAN DEUSEN

© “Withia the past two weeks the directors of two important com-
mercial banking institutions. have proposed capital increases through
+he distribution of stock dividends. Cn Nov. 15, the Harris Trust &
Savings. Bank of Chicago announced a ‘proposed 3315 % stock’ divi-
Nov. 21, Bankers Trust of New York announced a pro-

dend, and on
posed 20% stock dividend.

In the case of Harris Trust, the

proposal is subject to approval by

ihe stockholders at a special meet-
ing to be held on Dec. 13. If ap-

proved, it will- result in capital.

ibeing increased from $6,000,000 to
$8,000,000 - and ~ the number of
shares outstanding from: 60,000 to
80,000, The - increase will be
hrought: about by the transfer. of

$2,000,000. from undivided profits

to capitalt.” In 1943 the net earn-
ings of this bank were $25.42 per
share on the 60,000 shares, against
an annual dividend rate of $12.00.
On the basis of the proposed 80,000
shares, “these- earnings would be
$19.06 per share, representing a
dividend coverage of approxi-
mately 1.6 times. Thus, the pres-
ent $12 dividend rate per share is
iikely to.be maintained, so that
in 1945 holders of the stock of
this bank probably will receive
eash dividends one-third greater
than in 1944, or the equivalent of
$16 per share on present outstand-
ing stock. o
In the case of Bankers Trust,
stockholders will approve or- dis-
‘approve the proposal at a special
stockholders’ meeting to be held
on Dec. 11. Formal approval must
‘also be obtained from the Bank-
ing Department of New York
State, If the proposal is approved,
‘capital will be increased from
$25,000,000 to $30,000,000 through
2 transfer of $5,000,000 to capital,
.and the number of shares out-
standing will be increased from
2,500,000 to 3,000,000, In 1943 net
operating earnings were $3.80 per
“share on . the 2,500,000 shares,
against a dividend rate of $1.40.
.On the basis of the proposed
“3,000,000 shares, these earnings
would be equivalent to $3.17 per
share, or approximately 2.25 times
the $1.40 dividend rate. It there-
fore seems safe to assume that the
$1.40 rate will be maintained on
the inereased number of shares
and that holders of the stock of
this bank will receive in 1945
20% larger cash dividends than
in 1944, or the equivalent of $1.68
per share on present outstanding
stock.  This will represent a par-
iial restoration of the dividend cut
which stockholders - suffered in
1942, .
Whether or not other leading
panks in New York City and otner
‘eities will pay stock dividends in
ijeu of increasing the present divi-

New Jersey
Municipal Bonds

Bank Stocks

J. S. Rippel & Co.
Established 1891
18 Clinton St., Newark 2, N. J.
MArket 3-3430

' North Carolina, the campaign to

CAPITAL CHANGE
POSSIBILITIES AMONG
THE NEW YORK
BANKS

Circular Available

. -
Laird, Bissell & Meeds
Members New York Stock Exchange i
120 BROADWAY, NEW YORK 5, N, Y./}
Telephone: BArclay 7-3500
Bell Teletype—NY' 1-1248-49
(L, A. G'bbs, Manager Trading Department)

dend rate, remains to be seen.
Certainly there ‘are a fair number
of  banks whose margin of earn-
ings ‘over dividends  has ‘been
large enough in recent years to.
warrant such action.

‘Credit Pools: In the October 5
issue of *“The Chronicle,” this col-
umn referred to the formation of
a $100,000,000 bank credit pool by
23 New York City commercial
banks, in accordance with the re-
cently adopted ‘program. of the
Post-War Small Business Credit
Commission - of = the ' American
Bankers Association. . Since then
banks' in several other cities have
followed suit. For example, the
Chicago Clearing House Associa-
tion banks have, within the past
week announced the formation of
2.$50,000.000 small business credit
fund. Howard W. Fenton, Chair-
man,: Chicago . Clearing House
Committee,. is reported ~in the
press to have stated: “The $50,-
000,000 for lending to small and
medium-sized business: concerns
in the reconversion and post-war
periods is to assure adequate bank
credit to every competent individ-
ual, firm or corporation in this
area.. If additional .credit 'is
needed it will be promptly pro-
vided.” ' :

In Philadelphia, 20 banks have
recently formed the Bank Credit
Group  of Philadelphia, with a
fund of $10,000,000 “to provide a
source of credit for small and me-
dium-sized businesses in the re-
‘conversion and post-war, period.”

Banking groups in Dallas, New
Orleans and St. Louis have. each
organized $25,000,000 “small busi-
ness” credit pools. Other eities re-
porting are: Fort Worth, $20.000,-
000; Oklahoma City, $15,000,000,
and  Augusta. fMe.), $1,000.000.
According to “Banking” (Journal
of the American Bankers Associa-
tion), other cities which are mak-
ing good progress in organizing
this work include: = Cleveland,
Pittsburgh, Boston, and San Fran-
cisco, In many States, including
Connecticut, * Missouri. . Virginia,
Kansas, Washington, Maine, Mon-
tana, Maryland, Georgia -and

“Make Loans Bankable” is being

| who had an eye on

Undoubtedly there . is a

into investment securities.

personal operation and it.
development of

greater advantage than to

POTENTIAL among this group but the
POTENTIAL ‘IS SMALL. .This is why.we believe
reservoir of .dle cash'has not been.successfully induced to move
* After all, the most important asset of
any salesman of securities. is TIME. The sale of securities is a very
requires
an-account.. Unless some short-cut such as “group
selling” can be found, so that the salesman’s time can be used to
make a small initial sale, very few sales-
en new accounts among investors
who know very little about securities, would want to waste the time
which is necessary in order to accomplish such an objective.

So it seems to us that there is. a very large, new, market for
‘investment securities among the war-workers: but -a way must be
found to PRODUCE A VOLUME OF BUSINESS OUT OF A NUM-
BER OF SMALL ACCOUNTS. We were discussing this problem’
| recently with a certain salesman.
| selling a partial payment investment among shop workers some
years ago. It was his opinion that it might be profitable to go into
come large war plant and acquire the cooperation of one or two men
the future and would like to learn some of the
| fundamentals of security salesmanship while they were still working

'| on their war job.

men with sufficient ability to op

we can determine has been unproductive of any-real business. ol
large ‘AGGREGATE " INVESTMENT

INDIVIDUAL INVESTMENT
that this huge

that time must be devoted to the

who had considerable success: in

His approach would be"to s‘elll them a specific security and at

coaching them on the

paid them on each sale

has been used effectively in many. S i
insurance work, and it is quite possible that it might solve the prob-

lem of getting started:in developing
‘linvestors among the nation’s war-workers.
Such a campaign might be‘the answer —

the same time give them: some.of  his- time each week; gradually
fundamentals of investment. In the meantime
these men would tell others about the. securities they had bought
themselves and would only make appointments for the salesman to
call after they had prepared the way: A small commission would be
that . was- made. This type of prospecting

lines. of specialty selling, and in

this .vast field of .potential

it' would appear to us

that anyone who' tried it should start out with. the simplest type of
investment medium, something paying a return of around 5% or

be profitable the

about their spare-time activity.

more per annum, ‘and the patience )
a period of several months, ‘It ‘would be our guess that ini order-to
real results .would not begin to materialize until
quite a few accounts had been. opened and 2
and appointment makers were consistently .on the:.job

to give the thing a fair trial for

several embryo salesmen
and enthusiastic

If you contemplate. making

please send in particulars to the L
Chronicle.for quhcatzon Ain

(Special to The Financial Chronicle)

CHICAGO, ILL—Robert G.
Lester has become associated with
Faroll & Co., 208. South-La Salle
Street. Mr. Lester was previously
with J. S. Bache & Co. ~ ~ i

(8pecial to The Financial Chronicle)

CLEVELAND, - OHIO-—Charles
E. Jones has rejoined the staff of
the First - Cleveland Corp., -Na=
tional City Bank Building. " Mr,
Jones, who has been serving with
the U. S. Navy, in- the past was
in charge of the Columbus: office
of the First Cleveland Corp.

(Special to The Financial Chronicle)

HARTFORD, CONN,— Henry.

Lyman has become connected with
The First Boston Corp., 36 Pearl
Street. Mr. Lyman was formerly

Broker-Dealer Personnel Items

additions to your personnel

the Editor of The Financial
this column.

with  Spencer Trask & Co., and
Shields & Co.

. (Special to_The Financial Chronicle) .
. DETROIT, MICH.— Robert. A.
Buchanan: is now with Mercier,
McDowell & Dolphyn, Buhl Bldg.

(Special to The Financial Chronicle)
" INDIANAPOLIS, IND.—Russell
B. Dickson has been added to the
staff - of Otis & Co., Terminal
Tower, Cleveland, Ohio.

." (8pecial to The Financial Chronicle)
RELEIGH, N, C.—J. H. West is
with’ Geerge L. Griffin, Insurance
Building. :

‘ (Special to'The Financial Chronicle)

ST.  LOUIS, MO.—Herman A.
Dugo 'has become affiliated with
White & ' Co., Mississippi Valley
Trust Building. *

and leaders within it are forward
looking . enough to realize. that
commercial banking, in order to
play its proper part in building up
the national economy in post-war
years, must exhibit a rebirth of
enterprise and economic leader-
ship. The market for bank stocks

11-22-1944
Appreciation
September 1944 low.
11-22-1944
Appreciation

M. Y. Phone—REctor 2-4383

instituted throygh group action.
Things are stirring in the bank-:

‘ing world, and important groups

already senses this and is re-
sponding, as the following com-~
parison between the Dow-Jones

Industrial Average and American
Banker Index of New York City
bank stocks, would appear to in-
dicate:

Dow Jones Industrials Am. Banker Index
April 1944 Tow. oo 135.00 38.9

- 146,92 44.5. E
8.8% 14.4%%
S 14296 41.3
- 146.92 44.5
2.8% 7%

Since April, bank stocks have shown a 63.6% greater rate of gain

than have industrial stocks, and since September, 175% greater rate

of gain,

Royal Bank of Scotland
Incorporated. by Royal Charter 1727

HEAD OFFICE—Edinburgh
qunches throughout  Scotland

LONDON OFFICES:
3 Bishopsgate, E. C. 2

8 West Smithfield, E..C. I -

49 Charing Cross, S. W. 1

Burlinglon Gardens, W. 1

64 New Bond Street, W. I

TOTAL ASSETS
£115,681,681

B

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

A_u§tralia and New Zealand :

BANK OF
NEW SOUTH WALES
(ESTABLISHED 1817) :
Paid-Up Capital oo £8,780,000

Reserve Fund 6,150,000
Reserve Liability of Prop.. 8,780,000’

£23,710,000
Aggregate - Assets  30th - ;
Sept., 1943 oecene £187,413,763

SIR ALFRED DAVIDSON, KB.E., !
General Manager

Head Office: George Street, SYDNEY '

The Bank of New South Wales is the oldest
and largest bank in Australasia. With over
800 branches in all States of Australia, in
New  Zealand, - the Pacific- Islands, and
London, it offers the most complete and.
efficlent = banking - service.. to. investors,
traders and travellers  interested -in these.
countries, ;

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

Agency arrangements with Banks
throughout the U, 8. A.

NATIONAL BANK-
of EGYPT

Head Office Cairo
Commercial” Register No. 1 Caire

FULLY PAID CAPITAL", £3,000,000°
RESERVE FUND . '£3,000,000

LONDON AGENCY - :
6 and 7 King'William Street, E. C.’
Branches n all the ’
principal Towns in
EGYPT and the SUDAN

NATIONAL BANK
of INDIA, LIMITED

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

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

Subscribed Capital__ . .£4,000,000.
Paid-Up Capital_._.___ £2,000,000
_Reserve Fund___-._._£2,200,000

The Bank ‘conducts every ' description of
; banking -and exchange business

Trusteeships and Executorships
also undertaken {

Payment On Sac Paulo
(Brazil) Bonds

Guaranty . Trust _C'o‘. of Ne‘yv'

York, at its Coupon Paying Di-
visicn, announced on Nov. 29 that
it is now prepared to make pay-
ment, in U. S. dollars, of interest
warrants due July 1, 1944, and
prior thereto detached from its
deposit certificatés for State of
Paula (Brazil) 25-year (non-call-
able) 7% Milreis Loan Bonds du

Jan. 1, 1946. :

Roe Back at Desk

_Edward Jedd Roe, proprietor of
Roe and Company, Frost National
Bank Building, San Antonio, Tex.,

has returned to his desk afier
three years’ service as a Colonel
in the Army Air Forces. d
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‘ ,»ﬁcooperatives in Finance

(Continued from page 2346) :

‘having - $340 million  assets and | encouraged

to - rediscount - the’

over $6.5 million net earnings in paper taken by the cooperative
1943, plus $170 million of insur- b' «ks and finance associations. In

‘ance premiums, $1,233 million ap-
‘pears as the present yearly vol-
‘umeé for cooperatives in the United
‘States. This amount does not in-
‘clude the estimated $175 million
"{rading turnover through whole-
sale distributive services and pro-
ductive federations, with net an-
nual “savings”. of $6 million.: Co-
‘ops have bought $20 million worth
of mills, factories and refineries
‘within the past two years. Con-
sumer cooperative membership in
this country now exceeds 2,500,000.
Fortified by these impressive
figures, cooperators offer the slo-
gan, “Be your own banker!” The
phrase has been partly material-
ized through activities of 3,750,000
members of Credit Unions—which
collectively are ‘called a “people’s
banking system.” The Credit
“Union National Association is
building® new headquarters in
‘Madison, Wisconsin and waits but
‘peace day to re-enter a period of
growth, Credit Uniong had an un-
‘broken rise to 1941, checked since
then by increased wages, control
of " instalment buying, dearth of
high cost goods. Their member-
ship declined 3.3% during 1943;
volume: shrank 16.2%, earnings
37.6%; but capital increased 6.6%,
earnings rose 6.3%. State mem-
bership increased in Alabama,
Georgia, Hawaii, Indiana, Kansas,
Massachuseits, ' Michigan, North
Dakota, Rhode Island, South Car-
olina,  Loans increased in Ala-
bama, Hawaii, Kansas, North Da-
kota, Rhode Island, Vermont.
¢ Rural organizations, in’ certain
Nebraska ‘areas without banking
facilities, have become in actual~
ity commercial banks. The history
“of these banks exemplifies one
way by which cooperative com-
mercial lenders come into being.
1f the Farm Production: Credit
System and the 12 regional Banks
‘for Cooperatives be added ‘to the
“credit - union figures, a yearly
“eapital - turnover “.exceeding * $500
" ‘million is reflected for  coopera-
‘tive non-profit - lenders, " either
Federally subsidized - or tax-fa-
" vored, or both. This total does not
include figures, as yet moderate,
" of profit institutions, such: as‘com-
mercial - banks = operating unde;r
regular State charters but domi-
nated by co-op . organizations
through stock ownership. Control
of banks by co-ops is the recently
budding prong of multitined ant-
lers by which non-profit enter-
prises hope to toss the profit prin-
" ciple out of ‘America’s economy.
At least two such banks are in
operation. Nominally ‘coopera-
tive” banks, akin to building and
. Joan associations, are' specially
. chartered under the laws of Mas-
sachusetts, where 181 such insti-
tutions have a $75,000,000 lend-
able surplus according to officials
of that state’s Cooperative Bank
League. Governor Saltonstall is
being urged to authorize the mak-
_ing of G.L loans by these banks.

. Taking further into account the
various enterprises organized on
a non-profit basis, the 1944 busi-
ness volume outside of the profit
system will reach an estimated
$5 billion. i
Cooperative agenda have six
items as put forth to members and
prospects: (i) Buy shares in co-
operatives; (ii) Make loans.to co-
operatives; (iii) Join cooperative
credit unions; (iv) Organize co-
operative - finance . associations;
(v) Deposit funds in cooperative
banks; (vi) Insure in co-op insur-
ance associations. As an occlusive
move, savings of every cooper-
ative member and moneys of all
co-op -associations ‘are to be
pooled together in.various funds
and institutions; cooperative
shares, preferred stock, bonds and
‘notes. credit unions, finance as-
sociations, banks and insurance
! -companies. Private and Govern-
. ment banks, say planners, must be

this way, Scripturally 'speaking,
Couperawols die 10 “make friends
of the mammon of unrighteous-
ness” until their Cooperative Sys-
tem of Finance is able to take
over the profit citadel.

Though ¢o-ops do  not - admit
that their securities are subject to
SEC registration, ' they make a
practice of registering their issues
when above $100,000. The latest
registered co-op flotation com-
prises $500,000 of 3% . Preferred
Stock “B” (non-cumulative shares
$100 par value) and $250,000 face
value 4% - Subordinated Deben-
ture Notes Series “A” of the Mid-
land Cooperative Wholesale, Min-
neapolis, Minnesota. Study of the|
registration prospectus covering
these two issues reveals the physi-
ology of a typical “super” coop-.
erative . besides ensampling  the
mechanism by which such organi-
zatlong are financed. o

Midland Cooperative Wholesale
is an association organized under
the corporate laws of Minnesota,
having $766,000 of common: stock,
all owned Dby other cooperative
associations. - None of 'the shares
are owned by any of the officers
or directors, nor may any be held
by an ‘individual.. . Each ' stock-
holder:- has but one vote, regard-
less of the number of shares held;
except that one additional : vote
is permitted for ‘each $100,000. of
business in excess of $5,000 done
with the corporation during the
preceding - fiscal - year. - Midland
buys, ‘sells - and - distribtites - the
more than 30 commodities han-
dled by.its member-shareholders,
besides manufacturing ' petroleum
products, f{ly-spray,:stock. feeds
and  process - packaging = greases
and oils. -It did a $3,760,000 busi-
ness in:1939, $6,220,000 in ’41; $9,-
000,000 in ’43 and an-estimated
$10,000,000 this year.  Gross:‘mar-
gins”. (i.e.; earnings), were “re-
spectively $543,000,.$1;103,000 -and-
(estimated) 1$1,248,000.. for. «the
years+1941,11943 and~1944. :Net
operating “‘margins’-were:respec-.
tively $95,000,. $354,000 and:(esti-
mated):$411,000. - In 1943 the net
“margins”. after .interest; adjust-:
ments and $49,200 taxes (including
$24,600 income taxes) were $338,-
000. From this sum “patronage re-
funds” (dividends) amounting-.to
$2173,300 were distributed in:stock’

and - $17,500 was paid out-in-cash | -

dividends (listed as ‘interest” on
the statement) leaving $47,500,
which was passed to surplus ac-
count. Balance sheet as of April
30, 1944, shows $1,901,000 current
assets, $779,000 current liabilities
plus a $475,000 mortgage loan due
Dec. 31.
000; the item of “members’ equi-

Total assets are $3,350,- |

L. Green, the Association’s Presi-
dent.  Its members to date are the.
wholesale associations - affiliated
with the Cooperative League. It
contemplates (a) continuing anal-
ysis -of its members’ financial
status and stability by a central
statistical informational service,
(b). wholesale loan discounting for
members through central money
markets, negotiation of warehouse
and. loan' contracts against raw
materials; (c¢) distribution of co-op
bonds; preferred stocks, deben-
tures, among patrons and co-ops
against member assets; (d) han-
dling trust funds for investors in-
terested in the co-op.movements;
(e) promotion of credit unions,
banks, area consumer loan asso-
ciations, ~eventual participation
with member-wholesales in own-
ership- of such associations; (f)
organization, concomitant with all
the foregoing, of a central cooper-
ative bank, grandiose intermedi-
ate goal of the program.

The Finance Association’s stated
objective is “to tap, for the uses
of -the cooperatives,” those “im-
mense. reservoirs of savings that
are . becoming afraid of the old
debt structure”—namely the pres-
ent corporate and banking 'sys-
tem,-as exemplified by “large in-
dustries, finance institutions and
the like.,”. As a final phase, this
“old debt structure” is to undergo
“orderly. liquidation.”

As if in rehearsal for such a cli-
max, -cooperatives are outbidding
established interests in the pur-
chase of additional properties. A
recent-example was the acquisi-
tion,” at®$2,115,000, of the Ohio
Midland Power Company by three
rural electric co-ops in competi-
tion with'a Chicago investor, who
bid for the Midland’s outstanding
securities rather than its physical
assets. - Ohio Midland was for-
merly -owned by an' Associated
Gas . and " Electric * subsidiary,
‘While' consummation of the sale
was’being held up by injunction,
Eureka~Maryland Assurance Com-
pany, in'the co-op fold, was found
to be a‘large Associated Gas bond-
holder. : Through the insurance
cbmpany’s ‘intervention as an
owner, of' Associated Gas 'senior
securities, the injunctions were

tance “of -the rural: cooperatives’
higher but more cumbersome bid.
'Cooperatives. are here seen as em-
ploying,'to achieve their ends, the
self-same tools and tactics as those
presumably . used by “private-
profit”. corporation management.

.. Transactions' like these, with
their, invocationn of interlocking
security = ownerships, - illustrate
how far the American cooperative
movement has travelled from the
original Rochdale store established
in England by 28 weavers, exactly

dissolved-and SEC directed accep= |

100 years ago. That cooperatives
have become big business smacks
of truism. The little known fact
is  their entry into corporation
securities' .ownership. as part- of
their - over-all strategy. . In this
strategy, a logical step is the
acquisition by cooperatives of con-
trolling shares in regular commer-
cial banks—though such institu-
tions are essentially - enterprises
for profit. “We are experiment-
ing with two cooperative banks,”
reports General Secretary E, R.
Bowen to the Cooperative League
of the U. S. A. and Federated Or-
ganizations, “and learning by ex-
perience the possibilities of pro-
viding -ourselves with our own
deposit and checking service in-
stitutions.” . These relatively small
banks, respectively in Ohio and
Indiana, may prove excellent
practice-halls wherein co-op talent
can learn the. banker's trade
preparatory to invading monetary
strongholds.

American co-op aspirations are
being integrated with a world-
wide plan, projected by the Co-
operative League’s Committee on
Int’l Cooperative Reconstruction.
Creation of an International Co-
operative Business Association, in
which the activities of at ‘least
124,000 societies with 100,000,000
members in 39 countries are to be
coordinated, is urged by Howard
A. Cowden, the Committee’s Chair-
man. He points out. that “high
percentage of goods going to
Lend-Lease have heen originated
by cooperatives,” listing oil, high
octane .gas, lumber, canned foods,
dairy products, grain, cotton, wool
and other goods “vital in further-
ing the war effort.” Post-war dis-
tribution overseas, it is proposed,
should be largely through cooper-
ative channels already marked out
by Mr. Cowden’s committee in
data submitted to United Nations
Relief Administration. It is pro-
posed that enemy plants and prop-
erties abroad  should he turned
over to cooperatives if their right-
ful individual owners be not avail-
able. As in the domestic layout,
apex of the pyramid is financial—
an international cooperative credit
institution to assist in financing
foreign trade. ¢ o

Not counting recently liberated
areas, nor China, where coopera-
tives ' have ‘contributed much’ to

the national well-being and war-

effort, the movement has grown in
foreign neutral and -Allied coun-
tries through four years of war.
Headed by Great Britain with a
520,000 membership gain in 1938-

42, six European countries showed

an 848,000 lotal increase to an
aggregate of 11,183,000 at the be-

ginning of 1943, Cooperative vital=
ity is thus clearly evidenced.
Furthering these international

aims, cooperative leaders have de-
clared open war on “both govern-
ment and industrial super-gov-
ernment now being fashioned by
the cartellists.,” This denunciation,
in line with previously stated co-
operative opposition to “big gov- -
ernment” as_ well " as ‘“profit
monopoly,” may furnish a key te
the true intent and possible re-
sults ' of the movement, besides
making the cooperative menace
less terrifying to private finance,
The cooperative is essentiaily.
capitalistic and proclaims itself a
form of free enterprise without
government aid - or. subsidy.

To the taunt that cooperatives
flourish chiefly by reason of tax
exemption and special privileges,
co-op apologists retort: “The gov~
ernment has subsidized private-.
profit business and banking and
provided crutches and hypoder-
mics of relief and war produc-
tion,” These apologists even twit
the Dbanks, calling them  ‘“local
service stations in a system of
government credit.”. Cooperatives
insist that their tax advantage is
but apparent, arising from the fact
that they make no  profits, and
that if they did make protfits they
would pay tax thereon like every-.-
body else. Their spokesmen stoutly:
oppose government subsidies and
voice unfeigned fear of excessive
Federal control. Eventually, how-
ever, cooperatives will be com-
pelled - either- to renotnce - their
conquistador designs together with
the governmental favers which in
one form or another they ap-
parently enjoy or, clutching such
favors and designs, be drawn into
that bureaucratic -collectivism
which ' they profess to hold in
avoidance. By making the formex
and - likelier choice, - they - wilk
range themselves definitely on the
side of private enterprise and for
minimal government control.
Their increasing ‘“‘use” and “let”
of hired capital with its appropri-
ate’ finance tools, - such as bonds
and preferred stock, will in time
tend to make the difference be-
tween cooperative and share-capi-
tal ownership more theoretical
than veridical. ‘Just as the mutual
savings ' banks and ‘the old-line
building" and loan associations;
though not conducted for profit, -
have through many years served
as "adjuncts rather than adver-
saries to- the country’s financial
system, so cooperatives may yet
prove a beneficent bulwark
against - bureaucratic encroach-
ment,  The chief danger, bank-
wise, is not so much from new and
revolutionary competition as from
absentee ownership, should con-
trol of one bank after another pass

from local stockholders to large

and possibly remote cooperative
organizations.

ties” (net worth) comes to-$1,-
448,000, Entire net proceeds from
salé of the 4% - Debenture Notes
and Preferred Stock “B” will be
applied to payment of loans at
the St. Paul Bank for Coopera-
tives, including the  mortgage
above mentioned; balance of pro-

‘ceeds will be, used for, operating .

capital—principally’ the acquisi~
tion of inventory and financing of
accounts receivable.

The Debenture notes, which are |
unsecured, will be sold at par, Ac~

cording to the prospectus, no com- |.

mission or discounts of any kind
will be paid or allowed. - While

the prospectus states that the de- |-

bentures will be sold only to mem- |
bers of the issuing corporation and !
individual shareholders .therein,
the notes will be  unofficially
available to the investing public—
but with no firm commitments
nor underwriters.

The National Cooperative Fi-
nance Association was organized
last year to map out and further
the co-op moneyed program, Prog-
ress has been made toward a na-
tionally articulated finance struc--

ture following “four years of edu=':

cation and study,” to quote Perry -

/

'

: November 29, 1944,

This announcement appears for purposes of record. These securities were placed privalely
through the undersigned in Seplember, 1944, and have not been’
: and are not now being offered lo the public,

$100,000,000

 United Gas Corporation
First Mortgage and Collateral Trust Bonds

3% Series due 1962

,Dillon, Read & Co

dgitized for FRASER
p://fraser.stlouisfed.org/
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- Mutual Funds

Presenting Two New Funds

Hugh. W. Long & Co. has commenced offeund of vaersnhed :

Investment Fund and Diversified Speculative Shares, two new series

of New York Stocks, Inc.
share for each of the new series
firmation on Dec.

dealers’ ‘during the two. months
ending Jan. 31, 1945, -
Handsome new, sales folders on

.. «each of these funds accompany the

announcement letter. -Diversified
Investment Fund has the objective
of " generous “income: ~Issues ap-
ploved for initial purchase include
9 bonds, 17 preferred -stocks-and
18 common stocks, a total of 44
different 'securities. - The compa-
nies represented are ‘engaged- in
about 20-different kinds-of -busi-
nesses, resulting in broad indus-
trial dlversmcatlon as'well as di-
versification amo n g 1nd1v1dual
companies.,

‘- Diversified Speculauve Shares,
on the other hand, has the objec=
tive of capital apprer_latxon through
“logical planning for profits™
Each share of Diversified Specu-
lative ‘Shares represents an inter-
est in a broad list of securities;
every one selected- by careful re-
search management for: its profit
possibilities. Forty-two issues
have been selected for initial pur-
chase, all but three of Wthh are
common stocks.

Each issue in this mltlal hst of
securities possess one or more -of
six basic characteristics, any one
*.of which can serve -as a basis for
.a rise in price. ~The:folder .de-
scribes these characteristies:”and
indicates ‘which of these speual
qualities are possessed by each in-
dividual issue selected.

Sixth War Loan ;
Two sponsors, Keystone Corp.
and -Lord, Abbett, - devote  their|:
current publications to discussions
of the Sixth War Loan. Keynotes
asks, “How much is your share of
the Sixth War Loan?” and points
out that-the goal of $14 billion is
approximately one-tenth of the
1944 income of the people of the
United States. .
“Your ' share, ‘then, is, five
weeks of your earning power as
~a minimum. And you are not
even asked to give it.. You are
asked to invest it in the finest
security in the world.”

A MUTUAL INVESTMENT FUND
Incorporated 1928

Prospectus may be obtained
through your investment dealer
or from the distributor.

229 Real Estate Trust Building ¢ Phila. 7, Pa.

W

Keystone
Custodian Funds:

Certificates of: Partxcnpauon in
Trust Funds
investing their capital as follows:
SERIES
B-1, 2, 3 and 4 IN BONDS

SERIES

K-1, 2 IN PREFERRED STOCKS
SERIES

S-1, 2, 3, 4 IN COMMON Sm(,m

Prospectus may be ‘oltained from
your local. investment dealer or

THE KEYSTONE CORP. OF BOSTON

g chart

50 CONGRESS STREET, BOSTON, MASS.

Orders. at the ‘initial price of $12.23 per

are being accepted now, for con-

1, when the ‘books -will - open. .

In addition to. the regular 6%, dealer. concession on 1nd1vxdual'
subscriptions of $50,000 or:less, an o
extra concession of 1% on sales of |
' these two funds will be made. to

I-ow Pnced
~Shares

A‘C‘lhuu of Group Secuuhel, Inc.

Prospec tus on Request

DISTRIBUTORS
GROUP, Iuconpom’rzp

; |-
REPORTER’S

{ feature. .- i SLI A

‘ '63 WALL ST. + NEW YORK 5, N.'Y.

TR TR -

. Abstracts makes its pomt in-the
form of “ASuggestion for Santa”
and lists the advantages of war
bonds " for  Christmas over any
other form of gift. The list is im-
pressive and concludes. with:
“What' ‘other: . gift : would be" so
deeply satisfying, both for giver
and - eceiver, in this year when
we all’ krow we should be doing
more" i ;

Ra(lroad Labor Costs

Distributors ‘Group, in the cur-
rent . issue of Railroad News,
makes the forthright statement
that “railroad labor costs are well
eontrolled"’ Proof of this is given
in a long-term ‘chart showing the
ratio of payrolls to gross operat-
ing revenues, and in a table ‘con-
taining vital railroad statistics.

The ¢hart shows that" even
‘hough railroad hourly wage. rates
have increased - substantially in
recent years, total wages paid have
semained. 1emarkably stable 'in
relation' to gross revenues—have,
in fact, been' tending downward
in recent years, In 1943, with the
highest hourly and annual wage
rates in history, total wage costs

for:the past 20° years. .

" Another. important pomt re-
vealed by -the- bulletin * is this:
“Despite the fact ~‘that -during
the period from ‘1929 to 1943
average hourly earnings in-
creased 38.9%, and average an-
nual wages increased 49.4%—
the ton-miles peremployee near-
ly doubled, and ton-miles per
$1 of wages mcreased 33.3%.

Business Booms and Depresstons

A. W. Smith & Co. has mailed
to affiliated dealers an up-to-date
2opy, of an interesting chart show-
mg “Byusiness Booms and Depres-
sions Since 1775.” As the cover-
ing letter states, there is much
thought- provokmg material in the
The inflation-deflation
trends are particularly mterestmg

after each war since the American
Revolution.

Don’t Gamble:

National Securities & Research
Corp., in the current issue of Na-
tional Notes, underlines the fact
-/ that “investors don’t have to 'gam-
ble to win,” A simple explanation

Prospectuses upon request
National Securities &

R h i
| Research Corporation |
N 120 BROADWAY, NEW YORK, (5)
LOS ANGELES, 634 8. Spring 8t., (14)
BOSTON, 10 Post Office Square (9)
CHICAGO, 208 8o. La Balle St. (4)

were ‘at the lowest ratio to. gross:

in their relation to post-war prices: -

1$12,965,917,

- OUR
- REPORT

With the new issue maxl\et ‘in,
virtual recess and destined to re~
main " so- for -the- next several
weeks, the listed bondmarket has |-
been’ ‘churning: up - consulerable‘
activity this" week with trading}|
quite active at times, but- with'the |:
unusual breadth of mtexest the

MaJor mtexest once” more cen-
fers around the secondary and des
faulted railroad issties, with,. the)
latter group moving into new high
ground as measured by the aver-
ages. ]

Renewed speculahve mterest:
in - this section “of -the 'list is’
ascribed to the turn for the. bet-
ter noted in -cperating’ results” |-
of the carriers, now coming to
hand, -as - contrasted- with - the’

situation .this-time -a year ago, |-
when the industry- was forced to |~

“revise/ its earnings statements
- due to certain necessary adjust--
ments,
Meanwhile dealers report steady
absorption of small remaining un-

sold . portions “of the more ‘recent|.

new -issues. - A case in- point “is
that of the Potomat Edison Co:'s
new tirst mortgage and collateral
trust 3s of 1974. Here the head
of the underwriting group -was
able to announce early in - the

week ‘that the. selling group and}:

its agreement had been termm-
ated.

Observers find the market in
technically strong’ position gen-
erally and there is little disposi-
tion  to anticipate any- bread-
selling for tax purposes ‘between
now and.the close of the year.
The market’s present position, it-

is given of why the indlvidhal ;

investors find it hard ‘to. beat. the
ayerages.

“Far too- many mvestors lose a
considerable portion.of their sav-
ings ‘taking ‘ ‘unnecessary risks in
order to obtain income or to seek
capltal enhancement. Horse-rac-
ing tactics in buying securities
seldom afford the opportunity. for
profits - commensurate w1th the
risk ‘entailed. ?

New Ptctorml Booklet :

‘Vance, Sanders & Co, has. is-
sued an interesting new . booklet
in behalf ‘of the funds under its
sponsorship in which the early
history of Boston is shown in pic-
tures and the development of the
traditional New England  trustee
is described briefly.

Through survival of the many

cataetrophes which have occurred |

since the robust days of profiteer-
ing, “a reliance on prudence and
discretion with respect to invest-
ments has earned the Boston Trus-
tees an enviable reputatlon for
soundness ‘and conservatlon in fl-
nangzial matters

Investment Reports A
ﬁoston Fund—Total net  assets
on. Oct. 31, 1944, amounted  to
an increase- of ap-
proxxmately 15% from .the. total
of $11,275,527 on Oct. 31, last yea“r
Canadian Investment Fund, Ltd.
—Total net assets on Sept. 30,
1944, were appxoxlmately $10,-

“of the Bulletin. . .

344,000. Per share net asset value
on that .date was virtually un-
*hanged compared with the ertd
5f June and was within 2% of

the nighest level of ‘the pasL iom .

years.

Mutual Fund themture ;
Calvin Bullock—Current “issue
. Broad Sireet
vesting Corp.—Nov. 15 issue of
the Letter. . . . Selected Imvest-
ments Co.—Current issueof “These
Things Seemed Important.” . .-.
Hare’s Ltd.—A new. folder de-
seribing  distribution and invest-
ment policies . followed _in Bank

Group Share§, Also’ recent. coples

“0f the Hare’s memorandum entl- bp
Senior issues.

tled “Current Considerations.”

N. Y. Analysts to.Hear

The New. York' Society ‘of Se-

curity- Analysts_wﬂl hear Irving
XK. Hessberg; President of the Van

"Raalte Co. at the meeting sched
uled for Nov,. 30
On.. Dec.
‘President of. the Delawafe, Lack—
‘awanna -& Western Rallroad will

be speaker. Questions referring to|
Jnerger. plans should be submitted o
‘in  writing  to’ Pierre.R.. Bretey,|
.chairman.. of “the. railroad: group,v

before ‘the, meetmg

On’Dec; 4,- Thomas .J Slattery, i
genezal trafﬁc imanager in the:

United Statés for Associated Brit=]

ish Railways on the Battle Front.””

All ineetings. . are 'held. ‘at 56|
Bioad Street, New .Y(nk Clty, dt ;

1230pm.‘ S .

~is’ar gued does not ai’ford much ap
. opportunity for taking loeses for. |

-~ tax_purposes, unless it be m the.
- case of “shorts.”

Seltulg the Stage ¥

" One of the blggest potentxal un-
dertakings on the list for market-
ing, once. the: Treasury completes
its current Sixth War Loan Drive,
is that .contemplated by.the Pa-
cific Gas & Electric Co.

Figured to involve new secul-,
“ities 'in the-aggregate of about
- §89,000,000, there had been 'a
_tendency to look for the com-
-pany: to seek to arrange for this
- business on-a basis of negotia-_
- tion direct with its bankers.

Such a move would require ex-
emption of the operation from the
Securities and Exchange Commis-
sion’s rule U-12, Thus: far- the
company has not made any formal
move in that direction.--.

~Now"it develgps that a rlval

) bankmg group is forming under

the leadership -of mid-western
~investment :banking- interesis

intent upon competing for the
'deal

8100 Mlllidn Salted -Down

Finis - was *written- to another
enormous 1ef1nancmg job on
Tuesday when, in keeping with
previous . plans, United. Gas Corp.
delivered to a ‘group of fifty in~
stitutions $100,000,000 of new first
mortgage and "collateral trust
bonds.
~.'The placement ‘was one of the

‘| Iargest on record to be made pri-

vately both from the standpoint
of the amount of securities in-
volved and the number. of pur-
chasing institutions.

The largest single purchase was
$25,000,000 and the next $11,000,-
000 with the bonds bearing 3%,
to mature .in .1962, and being

riced'wt 100,

‘Buying. Departments - Busy
' As  had been farecast buying

departments of the various large

underwriting houses are not idle
even though the market is. tem-
porarily in almost total eclipse.
Preparations are going ahead
to the extent possible for taking
‘care of . prospective new issues
“which will reach the market in
the wake of the Treasury’s
drive or shortly after the turn
of. the year. o
Accordmgly groups are “form-
ing to seek such - issues through
the medium of .competitive. bid-

ding and the. indications are that

most such deals will be the cen-

fer of active bidding. "

. -Several. greups are 1eported.-
girding to go after a laree block
‘of Northern - Natural- Gas, Co.
common stock, due. to come on -
. the, market in the. dissolution of -
. ‘North American nght & Pawer -
Co.

.-And- the same is tlue with re-

‘gard to the expected *Portland
nancing: | ideas prevail.-

the sale of Capital Transit Co.’s
new bonds and a new. .issue of |
preferled stock -which Wisconsin
Power &-Light Co. may sell te
eplace’ its outstandmg 6and 7%

Wllllam Wh1te ‘

ish Railways will speak on. “Brltwj

‘I huge proportions.

- Most. Post-War Planning

Ideas Product of “Wishful |
Thinking": General Ayres -

‘Observing that in post-war
planning “we seem to have pretty
generally - accepted  the . illusory
1dea that the purpose of post-war

planning is to

preserve warr
time ééonomic
¢conditions

‘after. peac e
“has returned,”

Brig. General

‘Leonard.P.

< Ayres;  Vice: .

“Prevident of '

-‘the Cleveland

“Trust €Com=
-pany, contends
‘that “‘most of

the post ~ war
~planning - that
- produces these
-ideas repre=

sents- sheer
wishful think-.
ing.” - Citing
certain of
these “illusory” ideas, Gen Ayres’
-views,; as set forth in the Nov. 15
issue of the Cleveland Trust Co.
“Business Bulletin” are as fol-
lows:

“Post-war planning is assummg
a «progressively - more ~uniform
pattern as-it is being discussed in
Washington, and in magazine ar-
ticles - and: - newspaper . editorials
throughout the country. We seem
to have pretty generally accepted
the illusory idea that the purpose
of post-war planning is to pre-
serve: .wartime - economic. condi-
tions after. peace has  returned.
We want to retain, or even to in-
crease, wartime wage rates, but
we: wish “to hold prices down to
wartime ;levels, or  to . decrease
them somewhat. We want the
wartime kind of full employment,
with. good jobs for all the demo-
bilized munitions makers and re-
turned servicemen, but with full
liberty for everyone.to choose the
job he would like .to have. -

“To ‘do all this we must have
wartime levels of national income,
but we want the flow of funds to
originate with private enterprise,
and not come from the Federal
treasury. We want the transition
from full wartime production to
full civilian output to be brief and
uncomplicated. Now most of the
post-war planning that produces
these ideas represents sheer wish-

i ful” thinking. The truth is that
the decrease in the flow of funds
from the public treasury which
will promptly result from the
terminations and cutbacks of mu-
nitions contracts following the de-
feat of Germany will be about the
same as the shrinkage in the na-
tional income which. took place
from -the . peak of - prosperity in
} 1929 to the hottom of the depres-
sion in 1932."
© “At best the transition will be
difficult and complicated because
the changes which we are about
to make in our economy will be of
It will be ren-
dered doubly: diffieult-if our plan-
ners in Washington -carry out the ’
plans they have recently been an-
nouncing ' in _the public - prints.
They have decided that price ceil-
ings should be maintained during
the period’ of reconversion, and
that new ceilings should be -estab-
'lished for articles that have been
out of production: )
“Continuing- controls ‘over in-
stalment buying - are’ advocated.
iCommoditv cartels are contem-,
;plated by those who are making

! plans- for post-war _international
’trade Controls over.the produc-.
\11011 of materials are being pro-.

moted, - Reconversion - will be a
[slow and sorry process. if these:
No one will pro-'
|'duce . at. capacity , while - knowing;

that his enterprise may any-day,
1be wrecked by a - new directive:

from Washmgton Our planners .
“ue rapidly 1mpa1rmg our recon-"
. version incentiv es. <

i

'Leoni;rd P. Ayres




Volumie 160

Number 4338 -~

Warm=but not fair!

OE’S got the house too hot by careless -

firing of the furnace, so.he’s trying to

heatall outdoors by opening the windows. -
Through - wasteful. practices, he: isn’t -
+ being fair to his own family, or to other’
- families using coal.’ He isn’t helping-
‘America. ! )

This winter it’s vital to conserve’ coal

as never before: This isn't becatise less
“coal is being ploduced Actual]y millions’
more tons are being mined this year than. -
Jast — By fewer men. Quite a tribute to’
.mine owners and miners alike! There are,

“adequate facilities for hauling coal to your
« city. But certain grades and sizes of coal

are needed for war production. And, in
addition, your local coal dealer is handi-

" capped by ashortage of manpower, trucks::

and tires. So be patient with him. Order ..

before you’re down to yourvlast-shgvelful. it
~""And conserve the coal he is able to’
: ;dehver to you through: ﬁrmrr (arefglb,
s 'closmfr off unused Tooms, pullmg down’
- shades at night and through other smxple' #

precautlons For other surmeqtlpns see:
your coal dealer. '

1

One of. the blggest jobsof theC&O

~ Lines i§ hauling coal from, the, mines. .

along its routes, so we're in a position to
understand ‘the problem, and to know
< how essential coal is these days.

‘Chesapeake & Ohio Lmes

 CHESAPEAKE WD OILI0 RAILWAY -
: - NICKEL PIATE ROAD
 PERE MARQUETTE RATLWAY

Save Coal— and Serve Amerlca

gitized for FRASER
p://fraser.stlouisfed.org/.
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| Buj Bonds in the-
6th WAR LOAN

Gundy & Co.
Incorporated

14 Wall Street, New York 5

Direct Private Wires to Toronto & Monh“ea!

Canadian Securities

By BRUCE WILLIAMS .

. Viewed from the outside, the
+on looks increasingly unreal.
armed forces,
forces actually releasing men,

current Canadian political situa-

With over- 3 million. men in the
the Navy: over-supplied with volunteers and .the Air
how a reinforcement shortage has

arisen and why the issue has been raised if only.16,000 npn-volunteers
are available to remedy the situation, is certainly difficult of com-

prehension. ; @
" When regarded . from the
purely political angle, a sharper
focus is immediately obtained.
The = Liberal : administration’s
strength, and at the same time
its Achilles heel, is the support
it derives from the Province of
Quebec. Break Mackenzie King’s
control. of a solid majerity of
French Canadian votes, and the
egroundwork is - laid for the
downfall of the Government in
the forthcoming elections. How-
ever, even with this  accom-
plished, no party other than the
Liberal under the leadership of
Premier King is capable of
holding Quebe¢ in line.

Tt is possible that when the emo-
tions die down, the defection  of-
+he Prime Minister’s supporters in-
Quebec will not assume important
proportions, ‘when it is realized
that the reinforcement issue was
aimed at Quebec, and should: it
vesult in the defeat of Mackenzie
King, Quebec would lose its great-
est friend outside: the province,
and furthermore any . succeeding
government would  be ~ mainly
composed of its opponents.

Whatever. may ensue, according |

to a report. from Ottawa at -the
time of this writing, the ‘Prime

Minister’s address to Parliament |-

in staking the existence of his
Government on a vote of confi-
dence, will go down in history as
one of the greatest speeches ever
made in the Canadian House of
Commons,

Although obscured by these
political events, there were two
noteworthy items of news dur-
ing the week of a distinctly con-
structive nature which confirm
previous confident anticipation.
After 12 yecars of involved legal
proceedings, a highly satisfac-
tory basis of settlement has been
veached which should finally
take the Abitibi Power & Paper
Company out of receivership.
The Hughes Conciliation” Com-
mittee which produced the plan *
is deserving. of the _ highest
praise for its achievement and
perseverance,lespecially after so
many previous attempts at a
solution had failed. - .

The other welcome develpp-
ment was provided by the re-
port from Edmonton- that the
Social Credit, Party caucus has
appreved  the Provincial Gov-

_ernment negotiation with the

CANADIAN BONDS

GOVERNMENT
PROV!NClAL
MUNICIPAL

CORPORATION -

 CANADIAN STOCKS

PRSEREE-

A.E.AMES & CO.

INCORPORATED

TWO WALL STREET
NEW YORK 5, N.Y.

|
!' REcTOR 2-7231  NY-1-1045

bondholders to refund Alberta’s
public debt on a maximum in-
terest rate of 3149%. Thus, after
a prolonged period of doubt,
and apparently intentional ob-
scurement of the facts surround-
ing the recent negotiations, it is
ncw evident that Premier-Man-
ning is determined to bring this
issne to a satisfactory conclu-
sion, :

In view of the political furore
there was little. to no adverse ef-
fect on the market during the
past week. ‘Prices were. firmly
maintained but activity .in the
high-grade section was almost at
a standstill.. However, the favor-

-able 'Abitibi news caused some-

what. hectic trading in the 5s of
1953, which after. touching . par
settled down around 98. Similarly,
Albertas improved nearly a point
and there was a definite dearth
of offerings. o S L

. The market for internal issues
was exceedingly quiet. Following
the political uncertainty and-ab-

Isence of demand, the Canadian

BUY and HOLD
Sixth War Loan Bon;ls .
Tayror, Deare & CosPany

64 WALL STREET, NEW YORK 5
WHitehall 3 - 1874

Post-War Taxation
“And Its Effects

(Contiﬁﬁedfrom firstipage) .

boundaries .of which and'many of

the components of which' are ‘still
unknown, And I have’ accepted
the challenge. LR e
Our subject is “Post-War Taxa-
tion and Its Effects.” Since I am
only one of four speakers,:and
since. I have no :seven-league
boots, I shall have to limit myself
to'a small part of the vast terri-
tory ‘covered by that title. I shall
discuss post-war.taxation, -but:I
shall place my emphasis, upon its.
effects in the corporate ared.” .
Everyone is interested in future
corporate taxes, though ‘the rea-
sons for this interest vary in' dif-
ferent quariers. . About 500,000
corporations-are interested for the
goo}c} and immediate reason that
they are subject to these.taxes.
These corporations are owned by
nearly - 10,000,000  stockholders.
These stockholders at'least think
that they bear the burden.of the
taxes paid by their corporations,
though eminent authorities assert
that it is the wage earners.and
consumers who pay. Others are

less directly, but no less surely,.

interested in corporate taxes: be-
cause they know that a heavy tax
load is inevitable and that if the
corporations do not pay, they will.
All this adds up to widespread
public interest. 185 T

At the risk of being a prophet
without honor, I shall venture, be-
fore the end of the war; to guess
the future of corporate taxation.
At this early date my guess can
at best be only slightly educated.
We do not know how. long the

war will last, either in Europe or:

the Pacific.. We cannot now, know

what the post-war international

economic structure will -be,, or
what political trends will be cur-
rent, either here or abroad, in the
post-war- future. We ‘cannot at
this time foresee what defense and

other necessilies will confront us’

when the war ends. Even.with
national security -assured by an
international organization to. en-
force peace, some .economic phi-
losophies would support greater

"| governmental - responsibilities —

and expenses—than would be un-
dertaken if more ,conventional
philosophies were accepted.. These
are some of the imponderables
which lie ahead. 'These and other
uncertainties bear directly. upon
the future of corporate’taxation
in two -ways. .They will deter-
mine (1) the size of the post-war

‘budget, and (2) the level of post-
| war national income. 3

Estimates of the Federal post-
war budget are now running to
figures that would have
chills down the spines of the most
daring spenders of the Thirties.
Mr, Houston’s Ttwin- Cities plan
contemplates a budget of $15,000,-
000,000 to $21,000,000,000, not. in~
cluding social security and debt
retirement. ' So.does. the Ruml-
Sonne plan.  The CED plan has a
budget of from $16,000,000,000 to
$18,000,000,000, Others have given
us various estimates. - The late
Wendell Willkie spoke of a budget:
of. $20,000,000,000 or-more. Pro-

fessor Harley L. Lutz has esti-

mated $14.000,000,000 to $15,000,~
000,000, -He seems to be the low
bidder among post-war: tax archi-
{ects, - 7 U
Post-war budget. guessing is a
hazardous enterprise. The cost of
our military establishment; bene-
fits to veterans, and public works
expenditures; are particularly un-

dollar in the “free” market eased
to 107/16% discount. -

With regard to the pessible
future trend, naturally the po-
litical factor will ultimately play’
an important part, but any sat-.
isfactory terminaticn of the cur- -
rent crisis will permit the
operation of the many other fa-"
vorable technical factors.

sent:

‘predictable.’” Requiréments ‘of the’

armed’ forces ‘after the war may

‘vary over a wide range, depend-

ing on military events and inter-
national relations. It is almost

impossible [to  forecast - expendi~

tures for " veterans, which ‘may
well  include . dismissal pay “and
bonus “paynrents. - Expenditures
for aid:to agriculture, for foreign
investment, - and " for relief may
vary  greatly.  About ‘the only
budget- items which can be pro-
jected.with any. accuracy are the
ordinary costs_of. government and
interest” on " the national debt,
Even the latter will-:depend upon
the.length of the war,

At this'point I am going to take |-

the bull' by the horns and give
you' my own budget forecast, I
dare to.say that we shall never
again.see a Federal budget below
$20,000,000,000; and I am inclined
to:believe. that our post-war bud-
‘gets, will:average $25,000,000.000,
This figure may be too high; if it
is;: I shall be agreeably surprised.
But ‘I prefer -agreeable surprise
to: disagreeable ‘shock. " A realist
always hopes for the best, but pre-
pares:for the worst. It is much
safer than preparing for the best
and ‘being ‘unready for the worst.
“Published: prophecies as to our
post-war national income. cover a
wide range.  I'suppose the lead-
ing prophecy ‘is that of §. Morris
Livingston'in. “Markets After ‘the
‘War,” ‘published by the Depart-
ment‘of Commerce. Mr. Living-
ston’s estimated is $134,000,000,000
at 1942 prices..: Dr. Goldenweiser
and My, Hagen prophesy $142,~
000,000,000 at 1943 prices. Con-
‘sidering the -differences in 1942
and 1943 price levels, these esti-
‘mates are about the same. The
Ruml-Sonne and CED plans are
premised on a national income of
$140,000,000,000 at . 1943 prices:
The Twin Cities plan uses a figure
of $120,000,000,000 at 1942 prices;
this’ amounts ~to about = $125,-
000,000,000 - at' 1943 prices. - Mr,
Joseph Mayer, on the basis of his
“underlying assumptions,” thinks
the .national income in 1947 will
be “in the neighborhood ‘of $123,~
(00,000,000,” which, in his opinion,
is only approximately 17% below
the actual 1943 level. Mr, Willkie
has stated :that the national in-
come . “should never fall below
$120,000,000,000 at 1942 prices.”
Vice-President Wallace has said
that “we have to have full em-
ployment and an expanding econ-

omy to. carry our debt load
easily”; ‘this, in Mr. Wallace’s
view, would mean  “$170,000,~

000,000 in terms of total goods and
services.,” Mr, Wallace was re-
ferring to gross national product
‘(the total amount of goods and
services produced), which makes
his iestimate - comparable- to - Mr,
Livingston’s forecast. He goes on
to say: “If we go up to $200,000,-
000,000, as-we can- go, we could
cart'y’‘the ‘debt load ‘that much
more easily.? "o s

Some of the current optimism
as to post-war national income is
based  upon ‘the ‘high' volume of
liquid . savings - which = will "be
available ' for spending after the
war, and the pent-up demand for
consumer “goods. - ‘But we cannot
know in advance how 130,000,000
people will spend their savings or,
indeed, whether they will spend
the ‘bulk of them on. consumption
goods when- these goods are again

available. Most people made bad-

guesses about the spending pat-
tern which would govern the high

income of the war period: - Fur-

thermore, we know neither how
these savings are distributed
among income groups nor what
proportion of them is held by the
high income groups, which rarely
spend -all* of these incomes. I am

strongly inclined to doubt whether
there will be any post-war spend-
ing spree. 4

I am no} qualified to make any
estimate of post-war national in-
come, but I can say that even the
lowest* of ".the  estimates' I have

without the Government as a war
customer, at: a ‘rate-three times

of 1940, and only a little less than
that of 1943. )
conversion ‘of almost all-of our
war production to civilian produc-

which ' means’ at'least 56,000,000

goods - and - services produced: by
workers ‘in those jobs.
national income " is “the result
rather than the cause of full em-
ployment.. The high estimates of

than projections: of the effect of
full. employment upon the econ-
omy, i

It’ we realistically contemplate
a drop in plane production to
about 5%" of its present level, a
shrinkage of the shipbuilding in-
dustry to about 10%, and if we
remember that the machine tool
industry "is- now operating-at ‘10
times ‘the ‘rate: of "any year of
peace, the synthetic rubber: fac-
tories at. a considerably greaier
rale than:in peace-time, and the
steel industry at about 90,000,000
tons, we begin to realize the mag-
nitude of our assumption that na-
tional income will be’as high as
£140,000,000,000. - All . the ' em-
ployees displaced: after the war
from these industries and..from
the production of aluminum, mag-
nesium, -and . other - non-ferrous
metals,-will have to. find jobs in
peace industries. - So. will: about
9,000,000
should like to see more- discussion
of how this miracle'is to happen,
and. less bland assumption that it
will happen. .

post=war’ period extends. into:tax
theory.' -So. far our .thinking has
not faced. the perhaps 'insoluble
dilemma confronting us. Every-
one wants the highest - possible
amount of consumption and in-
vestment. . Certain taxes, such as
payroll. taxes, excise taxes, and
lower: bracket income taxes, re-
duce consumption. We should re-
duce these taxes if we wish. to
increase:  consumption. High
bracket income taxes and estate
taxes do not significantly affect
consumption. But these taxes
may discourage investment; it is
therefore argued that they should
be reduced. A disquieting ques-
tion might be asked in parenthe-~
sis:- Why did - investment almost
completely disappear in the early
Thirties after several years of low
taxes? - But I am not debating; T
sincerely want to meet this issue
at a more basic level. We must
get taxes somewhere, and we shall
have to decide’ the question
whether our approach to post-war
taxation should favor consump-
tion or. investmerit. - This latent
ambiguity lurks in almost all cur-
rent discussion of ‘the subject.

Nor do those who urge . that
income .taxes are a deterrent to
investment all agree.as .to. the
point -in .our economic. system at
which investment . decisions  are
made. . Are. they. made primarily
at the level of the corporation ex-
ecutive whose foremost concern is
corporate . profits, or are they
made at the level of the individual
investor who' is-interested in his
own income? If we think. that
| these . decisions. are made pri-
marily by the corporate executive,
we should move to solve our
problem .in the. field: of business
taxes.” If we think 'that these de-
cisions are made principally. by
the individual investor, we should
move to. solve our problem in the
field of the individual income tax.
At the present time we do not
know which way to move.

If we assume that we should be
primarily concerned with invest-
ment decisions' of the individual

income recipient, we should still
have to decide upon the income
ranges which could be expected to

quoted calls for the stabilization -
of a boom. " It means production, -

that of 1933;70% higher than that -
This - implies : the *

tion. It assumes full employment,’
jobs at"sufficient' pay‘to'buy the"
In fact,

national income are nothing-more -

returning:soldiers. ~ L.

Our unpreparedness . for the
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furnish the main source of invest-
ment funds. This we do not know
now.- . Is-itthe ‘recipients. of’ in-
comes ‘under - $50,000, or the re-
cipients . ‘of = incomes between
$50,000 and $100,000, or the recipi-
" ents of still larger-incomes? - At

the moment we have no adequate

analysis of the' income ranges
which are most strategic from' the
investment point of view.

We are also. without sufficient
knowledge of the incidence of
corporation taxes.  Mr, Ruml, Mr,
Sonne, and“ the  Committee- for
Economic: Development, : contend
that these taxes are. shifted to
consumers and wage earners-as
well as stockholders. Their argu-
ment is against: the corporate tax
because: (1) it reduces corporate
nvestment - by lowering yields;
(2)-it takes away vital and enor-
meus . funds which would ' other-
wise  be -used to raise wages or
tower prices; and (3) it results in
double taxation of the sharehold-
er’s dividend income. - -Points (1)
and (3) are good only to the ex-
tent that the corporation tax falls
upon corporate profits, and point
(2) only to the extent that the
tax is: shifted.  The three argu-
ments, it should be noted, do not
apply simultaneously,

FINANCIAL NOTICES

INTERNATIONAL - GREAT
" 'NORTHERN RAILROAD
i COMPANY

FIZST MOXTGAGE BONDS QERH‘S
NOTICE TO HOLDERS OF
A, B AND C,
Payments cqual to two six. months'

interest
acciuals dor periods ended January 1, 1936 and
Juy 1, 1936, cn lnternational-Great Northarn
Rai} rcdd u,mx any }nst Morigage Series A, B
and  C Bends, .in° the- aggregate amount of
$1,610,000, has been authonzed by Order No,
2579, entered October 17, 1944, of the United
Statls District Ceurt, Eastern vamon Eastern
Judicial Distriet «f Misscuri,
* In putsuance of ‘snid.- Court Order said pgy-
ment is {o ke made to said - bondholders on
and after. December .8, 1944 and sball b2 xe-
d. and  accepted by them  subjeet  to the
‘ovisicns and eccnditiuns of safd OQrder. The
cesaid Order may be examined af.the Office
ct ‘the Clerk, of - said, Court. Holdevs of  said
Eonds must ¢hiain from the undersigned, “ad-
dress Misscuri Pacific Building, St. Leuis,. Mis«
sourf, ¢ from J. P. Morgan & Co, incorps-
,ulul Mew Yok City, Paying Agent, a form
of Jeiter for transmitling to said Faying Agent,
direct or thro Jceal banks, at Mlde‘ s Tisk,
¥a) the, Coupsis numbzred 27/28, 19,20 and
16/17 cll\c January 1, 1956 and. July 1, 1936,
, detached from the definitive Bondg
rnJ () the-Fully Rogistered
ries. A scparate income. tax
ownership Lclmxr.lne for- the -nggregate interest
10 b received undeor -each - maturity, as indi-
cated above, and more -particularly  indicated
i the required -Lettey ‘ef Transmittal, should
b furwarded with' the. Coupons .or Bonds pre-
sented.  Said EBaying Agent will (1) return all
nliv Registercd - Bands, , at cwner's visk, with
nolation of the aforesaid interest accrual pﬂix(l
ments  stamped thereon, and (2) duly make
remittance covering said -intercst acerual -pay-
men's on said Coupons. or Fully. Registered

Bvuds
Y A. THOMPSON, TRUSTEE,
IN'I‘I'I'K‘W\T]O‘\AL GREAT NORTHERN
RAILROAD COMPANY, DI‘BTOR ’
Dated at £t Lnuls, Mo.
»November 29, 1044

NOTIOD B0 JATDFDE A

NEW ORLEANS, TEXAS &
MEXICO RAILWAY
: COMPANY

' FIRST MORTGAGE AND INCOME BONDS

« Payment equal to three six months' interest
accruals to- the holders of New. Ovlenas, 'Texas
& Mexico' Railway Company - Beaver and Reg-
istored  Bends, in. the aggregate . amount. of
$3,425,0%5, has. been authorized by Order No.
258, enteved Octubex 17, 1944, of the United
States District -Court, Eastern Division, Eastern
Judicial District of Missourl, as follows:

(&) for three six months' pevieds onded, Te-
epeetively, October 1,7 1940, April: 1, 1941
-and -Oeicher 1, 1941 au Fxrsb Mortgage
Scrics A and B Bonds,
for ‘three months" perludq ended, Te-
spectively, ~February -1, 1941, August 1,

bruary 1, 1942 on' First Mo"t-

C and D Bonds, and
six months’: neriods onded, ‘e~
OtuLn 1, '1943: April-1. 1944

1,- 1944 cn Non-Cumulative

(b)
gag: S
v e fcr llnm

.- In' purspance -of said ‘Court Ovdey raid my-
ment is e b~ mad: to said- bondholders on
and after’ Decamber” 6. 1944, and shall- be re-
ceived and ‘ncespted by them. cubiect to “the
provisions and conditions. of said Order. . The
aforesaid Order may br examined at the Office
ef thg C'ok ot said. Court. ~Ho'ders of..raid
Bonds must chtain frem the undersipnad, nd=
dress Missouri, Pacific Building, St, Lonis + Mis-
souri, cr -from J. P. Morgan; nCorpo-
New York Citv, anme Agent.-forms: of

po, foT hnmmmxnn v spid  Pavinag, Agent,
‘direct or through Jocal banks, at holder’s risk,
*a) the Counons. numbered, vespectively,- 33 /35,
33,35, . 29,31, and . 26/28, dectached - from
Fiist ' Mortgage Bearer Bonds, and also, from
Bonds registered as. to m inct pul only, - nf the
aforesaid Series'A, B, € and D, and (b) the
‘Fully.-Registercd” First' Mov tgage ‘Bonds f taid
Snlrs -and, also, - the 'Non-Cumulative. Income
‘Bonds” with all ‘unused: ccunons. atiached: A
Eerarate dincome  tax -ownership ‘cortilicate for
‘the aggregate intevest tn bz rrecived under
weach maturity. as. indieated above, and more
porticularly indicatad in the requived Lottors -of
“Teansmittal, should  ha-fdtwardasd | with |, the
Cennns ar Ponds presented, Said Poving Aaent
Jwill (1) return all Fullv Registered -First Mort-
gage  Bonds. “and all Non-Cumu'ative - Income
Bonds, af owner's risk, with notation of the
afnresaid  intevs accriial pavments stamned
‘theteen, and (2) duly -make remiftance covering
*said. interent -pnarunl. rayments on- said Coupaons
o= Tully Reristered First Motgage Bcnds and
‘Ncn- Cumnlative Tnesma Rrnds,

GUY A. THOMPSON. TRUSTEE.

¥ NEW ORLEANS. TEXAS & MRIX1CO
S RAILWAY COMPANY, DEBTOR.
Jated at £f Ionis, Mo, -
N( vembor 29, 1044

Missouri,

" Ncvembar 29, 1944,

If corporate taxes are shifted to
consumers they become, in fact, ex-

cise taxes or concealed, sales taxes;,

although they are perhaps a less
efficient instrument than a.direct
sales tax. To the extent that they
are-shifted to wage earners in‘the
form of reduced wages they have
a tendency- to reduce consumer
expenditures. To the extent that
they are shifted to the owners.of
capital, they. represent. additional
personal income taxes. . The:tra-

ditional economic view s, in -the.

direction that these taxes are, not
shifted. * But. certainly - consider-
able respect should.-be  given: to
the views of Mr. Ruml and others
who contend that ‘the real. inciz

dence of these taxes is on ane-

earners and consumers, At any
rate, 'the formulation-of a: sound

post-war, tax plan depends upon

the answer to this vexed questmn

On-one-item of post—war cor
porate taxation' there.'is’almost
complete agreement.”
the excess profits tax should ' go.
This tax may be advisable for the

transition period, but for the long’

pull it is peculiarly inappropriate.
Mr. Blough, of the Treasury, has
said that the tax has a.‘“‘short life
expectancy.” The only * ‘open
question is the date on which re-
peal should take effect. Harold
Groves. has suggested repeal ‘at
the close of hostilities, with pro-
vision  for the repeal “to take
effect later.” ' This may be a wise
compromise. Gy e

The elimination of the: excess
profits. tax will leave us with
about - $31,000,000,000 of revenue
with taxes at present levels and a
national income . of $140,000,-
000,000, We can continue in-ter-
ritory of fairly general agreement
by assuming: (1) a considerable
reduction of excise taxes; (2) the
repeal of the 3% normal tax, and
(3): the repeal of the capital-
stock and declared-value excass
profits taxes.

Besides being politically popu-
lar, the reduction of the excise
taxes will give a valuable. stimu-
lus to purchasing power, as will
also the repeal of the 3% 'mormal
tax. The . capital-stock and ‘de-
clared-value excess profits taxes
have been justly condemned* in
almost every quarter. Recently
Mr. Blough suggested that these
{axes be “simplified in the man-
ner urged by the Treasury for
some years and unanimously con-
curred in by business—namely,
repeal.”  These three changes will
reduce to $25,000,000,000 the yield
of $31,000,000,000 . which would
come from our present system
without the excess profits tax.

FINANCIAL NOTICE

NOTICE TO HOLDERS OF .

MISSOURI PACIFIC RAIL-
ROAD COMPANY

FIRST AND REFUNDING MORTGAGE BONDS
©. SERIES A, F, G, H AND L 4
Payment equal to two six months' -intercst
accruals to “the holders of  Missouri Facific
Railrcad ‘Company  First -and Refunding  Movi-
gage Bearer and Registered Bonds,. in
ageregate amount . of $13,159,525, hm been
authorized by Order No. 25717, entered Octobsr
17, -1944, ‘cf the Uniled States District Court,
Eastern. Division,
as follows: .,
Scncs A, two six momhs pf*uc'ls ended
August 1, 1936 and r’ebxumy 1,.1931,
Scries F, ‘two six -months’ pmcds ended
Septemb\.x 1, 1926 and Mnc A
Series. G, two “siX months' p"x*vd; onded
May 1, 1936 -and November 1,.1936,
Series ‘H, ‘two six. months’ p“nr:l; “endz; d
April 1, 1936 and October . 1.-193
© Series' I, two six months’ penods ended
August’ 1, 1936 and February -1,:1937:

In pulsunnce of said .Court Ordm said pny-
ment is to be made to said ‘bondholders -on-and
after  December 6, 19 and -shall be rceeived
and accepted by Lhem suhjeeb to the provisions
and .cenditions of said ‘Order. - The -aforesaid

Order may hs . examined at the Office ¢f the |

Clerk- of said Court, Holders. of - said Bonds
must ¢btajn from the undersigned, ad

souri Pacific Building, St. Louis,
from.J. P. Morgan & Co. Incorp
York -Clty, Paying Agent, a form .o
txankmlmug to s¢aid- Paying Agent,
thrcugh lecal banks, at holder's ‘risk, (a) the
Ccup:ns numbered, Tespscuvely, 39/40, .19/20,
15/16;: 12/13 and 11/12, .detached - from - the
Bearcr Bonds and, also, - from. Bonds registercd
as to principal cnly,. of the aforvesaid Serics-A.
F, and I, and (b) the Fully Registered
Bonds of said Series. A separate income - tax

5
i om'i, or
ated, New
letter - for

cwnership certificate for the aggregate interest |*

to b2 received umder each maturity,: as: indi-
cated ‘abcve, and more particularly indicated in
the reouired Letter of Transmittal. shculd'.bz
forwarded with the Counons-gr Bonds presented.
Said Paying Agent will (1)" return all: Fully
Rugistered Bonds, ah. owner's risk, with - nota-
tion cof the aforesald iunterest accrual payments
stampead thereon, and (2) duly make remittance
covering said’ interest accrual nayments. on said
Ccupcn" ~ Fullv Ropictarad: BomAs
GUY A, THOMPSON, TRUSTEFE,
MISSOURI PACIFIC R“‘ ROAD COV!PA‘IY
DERT
Dated. at Sf:

J.nuis, stsourl.

1t is:- that

‘reductlon»—enough perhaps,

-1 their old age.

the |’

Eastern Judicial District of 5

divect or.

Now .we begin to walk. on
qu1cksand If our budget stays
as:low, as $20,000,000,000, we still
have “left $5,000, 000 000" of pos-
sible . reduction, assuming no
amortization of the national debt.
If “‘our ‘budget should be $25,000,-

000,000, we have no room for fur-

ther reduction if we would bal-
ance -the budget. If our budget
should .exceed $25,000,000,000, we
arein the red, - Bear in mind that
we are ‘assuming a top post-war
national , income - of $140 000,-
000,000 ' If - our national income:
should drop to $120,000,000,000, we
are almost.in the red vuth a $20 -
000,000,000 budget. This is with-
‘out allowance for any relief ex-'
penditures, which would probably

be necessary at this level of na-
‘tional “income,

and would cer=
tainly be necessary if the national

3 mcomg .dropped any lower.

‘Assuming : the most favorable

-pogsmle post-war: financial pic-

ture,  and ‘ no debt retirement,

thereis"a’ possible $5,000,000,000 |
'tax- reduction.
(in'the:first bracket of the surtax

A five-point drop

would involve a loss of revenue
of~ nearly -$3,000,000,000 at the

$140,000,000,000- lcvel of’ national
‘income.

Thls would ledave only
$2,000,000,000 - for corporate tax
to
reduce the rate 10%, from 40% to

130%; or to allow for the exemp-

tion of dividends from corporate
tax' with a tax on undistributed
profits at'40%. This, I would say,

was the ultimate in corporate tax

reduction.

. This outlook is not so dismal as
may first appear. With national
income - at the  $140,000,000,000
level,  corporate profits ‘should
reach $18,000,000,000.. Even with
no reduction beyond the elimina-
tion of the excess profits tax, this
will leave $11,000,000,000 of cor-
porate - profits = after  taxes. I
need hardly add that this amount
exceeds anything in corporate tax
history,. even including the war
years. - A reduction in corporate
taxes of $2,000,000,000 would leave
$13,000,000, 000 i in corporate profits
after taxes

I.wish we could think that we
had solved our problem by keep-
ing our budget at $20,000,000,000
and’ our natlonal income at ‘3140 -
000,000,000, - Unfortunately, this
is not so.~ We have to take ac-
count of the problem of balancing
savings and investment.. The sav-
ings habit is in the bloodstream
of " the - 'American - people. As
children  they were .taught that
saving: was a virtue. As workers
they are- paying social security
taxes to provide a nest egg for
As citizens they

are salting money away in war

bonds -— nearly $12,000,000,000
worth in 1943. Even in the year
1932, with national.income at only
$40, 000 000,000, individual savings
amounted to  $2,600,000,000, or
6% %, of national income, Lately,
because of lack of civilian goods
and services, and a war-time sense
of restraint, savings have been
going on at the rate of about 22%

of national ' income — $17,600,-
000,000 for the first half of 1944.
It, does not  seem reasonable tfo
assume that individual income re-
cipients will save less than $25,-
000,000,000 out of a national in-
come of $140,000,000,000. With
this amount of md1v1dual savings,

how shall we achieve a balance

‘between savings and investment?

How shall‘'we make it possible for

total savings to flow into enter-|:

prise directly or indirectly by way
of investments? In other words,
how shall we absorb annual sav-
ings in new capital formation?

In no sense do I wish to imply
that we have arrived at a mature
economy. Please understand that.
I am optimistic about the future.
I see many hopeful factors. But
there is a difference between a
mature economy and a mature ap-
proach. to economic problems. In
approaching - this . phase of our
problem we have to. take experi-
ence into account. History, includ-
ing the year 1941,  shows us no
record of business investment suf-
ficient to balance savings at the
level of income which will reflect
full employment in the post-war
period. To do .our job we shall
have to break records.

To some of you-I may have
sounded somewhat pessimistic this
evening. I have that I will not
be misunderstood. In spite of the
taint of Government experience,
I am not a tired defeatist. I be-
lieve in the future of America. I
think we can lick our problems.
But what we need to lick them is
intelligent confidence which faces
obstacles—not empty, vacant op-
timism lookmg in the other direc-
tion. It is the: people who are

afraid of a $25,000,000,0600 budget
who do ‘not believe in Americca.
They, and those who blandly as-
sume 'a -high national income
while doing nothmg to achieve
full employment, will: be the real
defeatists of the post-war period.

The problem of post-war taxation |

will not be ‘solved by wishful

dreaming. It will be solved only |
if we bear the “fire in our bellies;”

which, 'in Justice Holmes’ words,

will “survive and transfigure the|

hard facts.”

Western Pa. Group
Of IBA Elects Grukhs

PITTSBURGH, PA.—At.a re-
cent meeting of the.members of
The Western Pennsylvania Group;
Invest Bankers of America, held in

Pittsbur gh, the
followmgwerc
elected to
serve as. of-
ficers for one

Chair-

Grubbs;
. Grubbs, Scott
& Co.; Vice-
‘Chairman, M:
G. Hulme,
Glover & Mec-
Gregor Inc;
Secretary-
Treasurer; L.,
W. Voigt,
Hemphill,
Noyes & Co.:
In additior:
to the present,
members of
the Executive Committee (J. H.
Fauset, Singer Deane & Scribner;
James H. Scott, James H. Scott &
Co.; S. K. Cunningham, S. K. Cun-,
ningham & Co.;. A. C. Coney,
Union Trust Co.), Paul Tunnell o#:
H. M. Byllesby & Co. and Normar-
C. Ray .of -Kay -Richards & Co,
were elected to serve a three- yea*‘
term

“Theres ‘Joy in Working”

Harper Joy, Executive Vice-
President of Ferris & Hardgrove,
Paulsen Building, Spokane, Wash.;
is the head of the Sixth War Loan
Drive for Spokane. Being a real
showman, he is giving Spokanites
a-grand time for their bond buy-
ing. A cute_little white bungaloW

on Riverside Avenue is headquar-
ters.  “Hitler” and: “Tojo” . faces
are placed as floor mats at each.
'dooxj. Bond buyers are permitted
{o step-all over them, and -do they
love_ it!" In back of the bungalow
(which is situated 'in the’ street)
a store has been rented in Wthh
Army and N avy hoys demonstrate
how bond dollars work. " It is &
forcgone conclusion that the quota
for Spokane will go over the tor.

Joseph Adrian Dead
+ Joseph ‘M. Adrian, member of
the New York Stock Exchange,
died at Mount Kisco, New York
after a brief illness, He was 52

M. M. Grubbs

' FINANCIAL NOTICE

years of age.

OFFER OF PREPAYMENT

New York, N. Y., November 15, 19044

To all Holders of

ATLANTIC (0AST LINE RAILROAD COMPANY
OF SOUTH CAROLINA

- General First-Mortgage 4% Bonds, due J u]y 1, 1918

On and. after November 15, 1944, and to and mcludmg December 31, 1944 the
Atlantic’ Coast Line Railroad Company (successor of Atlantic Coast Line Railroad
" Company of South Carolina) will make payment, prior to maturity, of the outstandmg
'$2,286,000 of bonds of above described issue at their principal amount, plus interest

to January 1, 1945, and a premium of $140 per $1,000 of principal amount.
... Holders of said bonds desiring to accept this offer of prepayment should surrender
the same to the United States Trust Company of New York, Fiscal Agent, 45 Wail Street,
New York 5, N. Y., with January 1, 1945, and all subsequent coupons attached, against
payment of $1,160 per $1,000 bond.
Bonds registered as to pnncxpal must be accompanied by proper instruments of
assignment and transfer in blank.
\TIANTIC COAST LINE RAILROAD COMPANY
By F. D. LEMMON, Vice President
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 Municipal News & Notes

The lowest rate of interest ever
obtained on surface traction fi-
nancing marked the recent award
by the City of Seattle, Wash., of
$6,000,000 transportation = system
revenue refunding bonds to a syn-
dicate headed by Blyth & Co. The
group purchased the bonds, which
mature serially from 1946 to 1956,
at a price of 101.67 for 1%s. No
reoffering of the issue was made
by the successful syndicate.

The City of Seattle," according
to John A. Beeler, consulting
transportation engineer of New
York City, is the only large mu-
nicipally’ owned and operated
transportation system - that was
completely modernized with elec-
tric trolley coaches, replacing
street cars before the start of the
war. :
Operating at a loss. for many
years, Seattle’s transportation
system had an indebtedness of
some 13 million dollars in 1939.
Modernization was started in that
year and refinancing was carried
out through the sale of $10,700,000
4149, revenue bonds to the Recon-
struction Finance Corporation.

Under that plan, approximately
$4,500,000 was used to retire old
debts and $6,200,000 was used for
trolley coach modernization, Ac-
-cording to Beeler, who handled
the modernization plans, the ratio
of operating costs has been re-

duced from 108% to 75% and the |

interest .charges from 118% to
3.6% by 1943.

Operations which resulted in
an annual deficit of some $900,-
000 for 1938 were transformed
to. a surplus of $2,005,000 for
1943, after all interest charges
. during the same period. Bonded
indebtedness has been reduced
from $10,700,000 to a present
level ‘of $7.500,000 and with a
:rate of interest of 3149 prior to.
the recent refunding. ; :

., ‘Total passenger . revenue . for
1943 was $9,651,970. Trolley coach
revenue amounted to $6,576,796

and motor bus revenue, $3,075,175.-

Balance after expenses, taxes and
depreciation for the system was
95%. Of this balance, trolley
seoach revenue accounted for 37.5%
while motor bus revenue resulted
in a deficit of 1.6%. Seattle oper-
ates 276 trolley coaches and 256
‘motor buses. P
Revenue for trolley coaches was

49.85c. per mile and motor bus,
Balance after expenses,

31.3%c.
was $2,462,606 for trolley coaches
and a deficit of $47,700 for motor
‘buses. This balance amounted to
18.67c. per mile or $8,923 pér ve-
hicle for trolley coaches and .50c.
per mile deficit or $187 deficit per
vehicle for motor buses. ‘

T.ocal Housing Units
Increase Payments
“In Lieu” of Taxes

Cities - “with low-rent public
housing are receiving substan-
tially increased revenues in lieu

of taxes from the . projects—the |

result of the new Federal Public
Housing Authority policy author-
izing a public housing authority
to -make “in lieu” payments
amounting to 10% of shelter rents.
Under the previous policy, the
municipality received approx-
imately 5% of shelter rent.
Estimates are. according to
the National - Assoeiation of
. Housing Officials, that local

taxing bodies will receive more
than $715,000 in increased pay-
ments in lieu of taxes from the

175 municipal housing - author-
ilies throughout the nation as a
result of the new FPHA policy.
" That the ruling may result in
substantially increased - revenues
for many cities is indicated by the
following reports:

In Birmingham, Ala;, 10% of
shelter rents for 1944 will total
$56,640 compared to the $35,730
paid the city by the Birminghom
Housing Authority last year on
four separate projects in the city.

Louisville - low-rent housing
projects will pay the city $63,000
in lieu of taxes this year com-
pared. to $58,630 last year, the Di-
cector of the Louisville Municipal
Housing Commission reports,

Boston’s eight public housing
projects, ~ which . paid ' the city
$285,000 last year, will pay an ad-
ditional $25,000 this.year to up
the total to $310,000. Only three
of the eight projects are affected
by the new FPHA Ttuling, how-
aver, so the $25,000 increase will
be made by these three projects,
raising their contribution from
$25,000 to $51,049.

Houston, Tex,, under. the re-
vised pay policy will receive $42,-
100 from its four low-rent housing
 projects, $6,200 more than was re-
ceived last year, .

Mermphis’ housing authority will
increase payment in lieu of taxes
(0 the city by  approximately
$25,000 during the fiscal year be-~
zinning July 1, to bring total pay-
ments to $63,000.

The - Harrisburg, Pa,, housing
authority ' expects its 1944 pay-
ments to the city to total $11,000,
compared with $5,500 paid in 1943.

Six public housing projects in
Newark; N. J., which paid $18,000
;0 the city in lieu of taxes last
year, expect to boost the payments
10 $74,000 this year. - - :

New York City, Dallas, De-
troit and. Philadelphia - are
among the cities to receive sub-
stantial increases in payments
-in lieu of taxes from their low-
rent public housing authorities,
according to the Association,

New York City, on ten projects,
will" receive $335,000 this year
and Dallas, from four, projects,
“will receive more than $50,000
—substantial  increases in both

cities. Ea
Sixteen States Forbid
Diversion of Gasoline Taxes

Voters of the State of Washing-
ton adopted at the recent general
election ‘a constitutional amend-
ment earmarking automotive
taxes for roads, thus increasing to
16 the number of States which
have set up constitutional safe-
suards  against the diversion of
=uch receipts to non-highway pur-
poses. In conneclion” with the
subject, Thomas E. Wright, Secre-
tary of the New York Petroleum
Industries Committee, commented
as follows:

“This movement of the people
of ithe States to correct shortcom-
ings in their basic laws is one of
the most significant trends in
popular government. It indicates
the ' cffectiveness of our demo-
cratic system, with the people free
to exercise the right to vote not
only to. select. their representa-

basic rules of taxation
policies. & g yal s y :
“Gasoline taxes ' and —motor

vehicle registration fees. were .
devised by -the. States to, pull
their citizens out of the mud.
But as time weni.on and the
.gasoline . tax ~rates - were . in-
creased to' produce -high. rev-
enues, some States forgot the
basic purpese of automotive
levies. - Raids on the highway
funds were resorted to .in-a
number-of States. : g
“Then the people began to think

about this new practice, hitherto

virtually unknown in-.democratic

America, of taxing the people for

one thing and using the proceeds

for “other purposes.  There: was
growing .conviction among- the
people that such. a practice was

‘taxation by misrepresentation.’

People paying road taxes, it was

realized, lost through. diversion

not only their tax dollars—hun-
dreds of millions of those tax dol-
lars—but they also"did not obtain
the, roads. for which they ' paid

their money. e
“Recognition by the people of

the implications of the practice
of diversion upon-the pattern of
taxation under -democratic -gov-
ernment- set into motion -a battle
of ballots which, it is believed, is
without parallel in American his-
tory.. By 1940 the people of seven
States had gone tothe polls and
had adopted constitutional amend-
ments repudiating the diversion of
automotive tax’ funds to non-
highway purposes as an unsound
public policy. ' <

© “In a single year, 1940, four ad-

citional States placed their names

on the honor roll. In 1942 (public
questions in most States are sub-
mitted to the electorate every sec-
ond year) the people of three more

States used: their - ballots to. im-

plant a fair road tax plank into

their constitutions.

-~ “In 1944 still two more States
—Maine and Washington, at the
two northern " corners’ of the
map — adopted such- eonstitu--
tional amendments, making. a
total of 16 States that have-set
up safeguards to assure fair tax-
ation of higchway users. Never
before, it is believed, have so
many States in so short a time
changed their constitutions in a
movement * against inequitable
taxation. ¥

and public

tucky will ‘vote 'upon an ‘amend-
ment against diversion. In two
other States — Connecticut and
Pennsylvania — the State legis-

electorate. i
“Without delay, the Legislature
of this State (New York) should
take the necessary-steps to permit
the people to speak upon this fun-
damental tax matter.” :
The sixteen States which have
prohibited by constitutional
amendment diversion of gasoline
and automotive ' taxes to 'non-
Colorado.  Idaho, Iowa, Kansas,
souri, Nevada, New Hampshire,
North Dakota, Oregon,. South Da-
kota, Wes; Virginia and Washing-
ton, - .
" In addition to the foregoing
i there are, of course, a number of
other States'which have achieved
the same objective coincident
| with bond . issue financing ' for,
i highway construction: - In. these

tives, but also to ‘lay' down the cases, the restraint. rests -in -the

‘trol.

duction and distribution.

iem . of

- with

““Next year the. people of Ken-!

latures - have ‘initiated action . to|
submit such _amendments to the‘

highway purposes are: California,

Maine, Michigan, Minnesota, Mis--

An Economic Basis For -~
" Post-War Business Planning

(Continuéd from first page)

or structural changes in the mar-
kets in which they buy and sell.
Often the success or failure of an
individual business or of a whole

‘industry, will depend primarily on

how accurately and promptly it
adjusts its operations to economic
changes over which it has no con-
And sometimes failure to
allow for changing economic con-
ditions * - will . bring ~ loss . even
though great skill is used in pro-
"..Busi-
ness planning is more difficult
than ever before but it also 1is
more esseatial. ) :

' Perhaps the most useful ap-

proach we can make to the propb-
guiding. our. planning
activities 1s not to inaulge .in
fancy guessing or to attempt to
make a lot of precise predictions,
but simply to state what seem to
be the best working assumptions
respect to. tne . economic
shape of things. to come,
That is what I shall “attempt
to do. this morning in the
hope that such working .assump-
tions will be of some assistance to
you . in setting up your financial
budgets, production schedules and
long range plans for the post-war
period. - But it would. be - in-
appropriate for.me to attempt.to
apply. those assumptions to your
particular industry or ~business.
That requires the most intens.ve
analysis by people who are inti-
mately « familiar - with the basic
economics of the. individual in-
dustry and of its relatioaship to
business as a whole. ]

What- are - the best ‘working
assumptions- as to the course of
business in tine post-war perodw:
We shall discover wiat they are,
1 th'nk, if we list. the significant
econonuic developments oy the war
wnd then see wndt -they imply as
to the post-war period. ;

I

We possess the power to in-
crease - production quickly . and
substantially. The fiurst of the
great facts which we discovered
about -our economy during the
war is that we possess an ability
to produce new industrial capacity
much more quickly ' than we
thought possible and have learned
how to use unskilled labor in
complex industrial operations: -

Industrial - production  in". Oc-
tober was more than double the
average level reached in 1937.
War needs have caused many bil-

11ions of dollars of new capacity to

be added in an incredibly short
period’ with much of it the most
complex -and modern machinery
capable - of producing fabricated
metal ‘products -to high limits of
precision, Those who have trav-
eled about *the .country know

| that . it' is impossible to ‘go very

far without seeing at least one of
our fabuleus new war plants.
There has been a less spectac-
ular. but evea more  s.gnificant
accomplishment in the training of
labor for the operation of the.in-

tricate and complicated' machines
| of modern industry. Management
was . faced with - a- loss -to the|

Armed Forces of many of its best
workers with the imperative need
to bring unskilled people into the
labor force and to increase pro-
duction at the same tme, This it
did by secparating many complex
operations into several individual
jobs which could be taught
quickly to inexperienced work-

ers—old and young of both sexes,

The operators of many of the ma-
chines in our new industrial
establishments are- people who
never hefore had their hands on

cbvenant with bondholders re-
quiring that debt service on out-

standing highwav obligations con-|
stitute a first lien, on revenues

derived -from gasoline and auto-

-mobile registration-taxes. -+ .

ﬂJ

evea the most

tool. o
The “story on

is ‘much.  the same.

simple industrial

farm production *
American

‘agriculture has expanded farm

production more  spectacularly,

‘than almost anyone expected..

What do these facts about our.
productive capacity portend? One
rather obvious “answer to. this,
question is that we need not fear:
a big inflation of prices if our’
demonstrated. potentialities to in-
cretrse the production of goods of
all: descriptions are permitted -to
be realized. - Inflation is a com-~
pound of expanded monetary de-
mand “and limited. physical pro-

duction. If our people want seven,

to 10 million cars per annum in-,
stead of five or, six, if they want-
many times as many radios, wash-~
ing machines or other household
appliances as have ever been pro-
duced before, and if they want to
replace obsolete housing with new
and modern facilities, our industry
can do those jobs without in- -
creasing prices very much. An
industrial system so capable and
efficient as ours has demonstrated
itself to be, will be able to meet
virtually any demand if it is free
to produce.

Our wartime experience also
tells us that it is not a dream but
a reality within this nation’s grasp
for us to produce goods and serv-~
ices in-such abundance as.to lift
the standard of living materially
and to raise the under-privileged
peoples-of this country to an ade~
quate level of consumption,
Clearly it is now time that we
stop the talk of economic matur-
ity which has beea so fashionable
of late. The Axis nations know
that this country is not mature
and now we have only to convince
the . few - die-hard economists
among us who insist on shutting
their eyes to the economic reali-
ties. :

II :

The consumption potential o
our domestic market is colossal.
The second great fact of World
War II is that dactual consumption
experience of the domestic mar=
ket alone has made a shambles of
most of the estimates of how
large our domestic market can be.
Somehow we got our economic ’
sights set too low in the thirties®"
but gradually it is dawning on
our market research people that
what the American market was
able to consume in that depressed
decade has little relation to what
our people ‘want and will con-
sume when ‘they have ‘jobs in=
stead of being on the dole. The
talk during the thirties was .in
terms of replacement markets in-
stead of vast new markets for new
goods. ' The statistics seemed to
support the -assumption: that: the
gaturation point had beén reached " -
in a number of our major indus-
tries. - The auto registration fig-
ures looked like they were round-
ing off and. housing was in the
doldrums with real estate prices
suggesting: a surplus of housing
facilities; it seemed to some as if
all this nation needed was more
parks and larger doles. Of course,
if 10 million workers were going
to remain on the dole, the Amer-
ican -dream of a home and an
auto and the good life for every
family might well be fergotten.

But what hapvened during the
war? The people on the dole and
the workers on part time were
able togo to work with the result
that consumntion habits changed.
Domestie mon-military  consump-
tion of the cheaner cuts of meat
was rednced and the demand for
the better qualtities increased
spectacularlv: oraneges and lemons
and fresh frvits and vegetables of
everv description went on the
tables .of a 1ot of peovle who
needed them but had not bheen
ahla ta offard them fer a’lone
while -indeed.” Tenants moved

e e
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from the cold water flats to more
decent housing in a number: of |'w
our American cities. Upgrading
of purchases was the. story all
along the line as people began to
purchase better qualities. ~and
more of the things that for- the
first time in a long  while they
could afford.” What is the result
of all of this? We have shortages
today of a number of things that
formerly looked to be-in virtually
permanent over-supply. Who can
say that our people want only the
-30 million passenger automobiles
they had in 19417 Will they stop
at 35 million or 40 million?  T'm
sure 1 can’t tell you; but, it is
clear that we must recompute our
market potentials for we have
seen what happens when we
move people up ‘a notch in the
income ‘brackets. — This 'nation
needs more and- better “housing
and automobiles and foods and a
Iong list of the good things of life
and we now know that the mar-
kets are there. ok

There is a great backlog of for-
eign’ demand for American goods.
The third factor of great post-
war significance is a great accu-
mulated foreign demand for our
goods. ~ Many . nations have not
had access for some time to the
markets of the world, they have
accumulated vast resources of
purchasing power '~ which ‘they
clearly expect to use in whatever
market is able to supply what
they want, and our industries will
probably be ready to supply the
goods before those of Europe are
back: in production. ~ The extent
of this demand is clear from let-
ters which the Irving Trust Com-
pany has obtained from its corre-
spondents all over the world. Ex-
cerpts from those letters have
been assembled in pamphlet form
which will gladly be made avail-
able to you in case you care to
write for a copy.

The funds to make this demand
effective are available. Foreign
governments, central banks, aad
individuals have already in this

- country in gold under earmark, on
depos.t in our banks, or in Amer-
ican - securities many billions of
dollars—although it is impossible
to state an exact figure since so
large a portion ot the capital
movements over the past. few
years has been statistically invis-
ible,

The whole world seems deter-
mined - to expand foreign trade
and to move out-of the period
when  international transactions
“were choked and hampered by
artificial restrictions of the mwost
ingenious sort.” There - is now a
clear-cut tendency for the ma]ol
nations to show some ingenuity, in
the other direction and the Bret-
ton Woods and Dumbarton Oaks
Agreements provide evidence that
a determined effort is gomg to be
made to foster an expansion in
foreign trade, . It is probably a
good  working assumption that
foreign trade in the post-war pe-
riod will be greatly expanded
from the depressed levels of the
thirties.

v

Wartime restrictions on produc-
tion have created a vast unsatis-
fied domestic demand for durable
consumers  goods.  The - fourth
wartime development of ‘great
post-war significance is the.de-
‘velopment of a backlog ‘of do-
imestic demand large enough to
provide the basis for - capacity
opcrations in many of our durable
consumers’ goods industries for
from two to four years.

For a long while our people
have not been ‘able to purchase
new homes of the type they want
in peacetime, automobiles, elec-
trical appliances and house fur-
nishings or adequately to main-
tain what they have. Deferred
repair, maintenance and replace-
ment alone could make for a vig-
orous demand. but. superimposed
over that will be the need for re-
stocking the shelves of our dis=-
tributive .organizations and for
meeting the demand for housing,
‘house furnishings,- etc., from the

products expand markets.

new families formed durmg the
war period.

Wavttme'sa'vings will provide
the: down-payment on post-war
prosperity. . Individuals have
saved since 1939 approximately
$100 billions of funds now held in
bank balances, curreacy and
United States Government bonds.
Remember that figure, It is $100
billions,; or more than this nation’s
national income in any year prior
to 1942, : With that $100 billions
the American people can finaace
the biggest boom in housing,
automobiles, radios, television,
travel, clothing, entertainment——
and don’t forget food—that we
have ever seen.

VI

War has increased the revenue
needs of the Federal Government.
We will inherit from the war a
debt so massive that servic.ag it
will alone require revenues as
large as total government expen-
ditures ' not many - years ago.
But that is not all. Our people
have demanded and obtainea a
number of Government commit-
ments for subsidies, relief, etc.,
which will add billions to our tax
bill.. There is room to argue as
to how big the I'ederal expendi-
tures showd be, but .n any event
we shall need for the Federal
Government sums of revenues so
large that they mean inevitably
hign taxes for a long while aheaa.

A fact of life for us in the post-
war period is taxes—high taxes—
higher taxes than we have ever
thought we would be saddled with
in peacetime. And, in all likeli-
hood, the kind and incidence ot the
taxes will be determined more
by political- expediency: than by
the 1ax experts. The probabilities
are that we shall have very high
taxes on the high and upper mid-
dle income brackets and quite low
taxes on the lower income brack-
ets. - We shall probably mnot be
able to avoid a system of rates
much more steeply progressive
than was the case before tne war.
This suggests that the impact of
post-war taxes will be to increase
the proportion of income ajfter
taxes received by the masses and
to reduce ‘the proportion after
taxes received by people in the
upper income brackets. Now,
what would .that mean?  Simply
that the mass markets would be
better - relatively than the class
markets and that our marketing
policies would have to be adopted
to the changed pattern of income
distribution.

VII

Technological progress has been
greatly accelerated during . the
war. Another fact of this war is
the acceleration of ‘ technological
development. We have an impos-
ing list of new industries or old
ones with mnew potentialities—
radar, electronics; television, plas-
tics, the new metals,” and a host
or others. In addition, we have
made such great progress mechan-
ically that it is not unreasonable
to expect that we shall in the
predictable future be able to pro-
duce many of the good things of
life at a cost lower than before—
despite higher wages. What does
this mean? Probably that we are
ready for a great expansion of de-
mand as lower prices of finished
But it
also means that management must
because of the new competitors
for the consumers’ dollar be alert
to new methods of lowering costs
and prepared to take advantage

of every possible method of ma_\k-'
| ing their products'more attractive

or useful and lower in. price.

VIIE. X

War has created excess capacity
in many lines. In many lines the
capacity built during the war will
exceed post-war demand by wide
margins, But that isn’t all. We
have experienced a major reversal
in the trend toward specialization
in production and distribution.
The necessities of war have bro-
ken many of the lines which kept
producers and distributors in one
business from entering others.

| that

for lines to add and the other
fellow’s high profit products look
attractive. And another factor is
that in distribution every store
seems now to be a potential de-
partment store, This means intense
competition, and it suggests that
the old-line companies may find
it necessary to engage in.some
quite aggressive advertising and
promotional activities if they are
to maintain their position as lead-
ers in their industries.

IX

War has absorbed a substantial
portion - of our productive  re-
sources and  has required great
shifts in production. This meaas
that we have a difffeutt job ahead
in reconverting. industry, demob-
ilizing the Armed Forces and in
taking the inflation out of Gov-
ernment. expenditures. We must
reconvert several industries which
in peacetime represented:a sub-
staatial fraction of our' total in-
dustry. We must demobilize about
10 million men into the working
force, and demobilize many of the
youth, the women, and the aged
who have made a magnificent
contribution to the war effort,
back into the schools, the homes,
and into retirement, We must
adjust ourselves to the absence of
the . bloat  in  national  income
which has its origin in long hours
of work peér day and. per week,
high rates for overt.me, 52 work
weeks per year and. more than
one income earner in thousands
of families. And make 10 mis-
{ake about it, the war period will
have witnessed the all-time high
in family incomes for many of
our people. We have to demob-
ilize out of existence war indus-
tries employing millions of men.
That all spells economic shock.
For a number of reasons already
cited, the reconversion period is
not likely to go down in our eco-
nomic history as one of our long
depressions, but it can. witness a
sharp though temporary contrac-
tion in business activity.

X

No nation has during the war

found the secret of full employ-
ment in peacetime.’ 1t is a dismal
fact that neither this nor any
other modern nation has found
the secret of full employment in
peacetime. Governments every-
where are committed to contin-
uance of the social and economic
policies of the thirties. The result
then was economic stagnation and
unemployment. The people got

their doles, and that represented |

social ‘progress—but they did not
get jobs. The war has brought
full employment—but nothing to
suggest that the world is any
closer to a solution of the problem
of glvm productive work to its
people in peacetlme

From -this analysis there
emerges a- pattern' of 'working
assumptions as to the course eco-
nomic developments in. the -post-
war period will take. . First, we
should have. a brief but possibly
sharp reconversion = recession.
Then, we should enter a period of
very 'active business while short-
ages are being made up, new mar-
kets exploited, inventories rebuilt
and initial foreign demands satis-
fied. - Then, unless we restore vi-
tality to private business, we can-
not avoid a relapse into bleak
depression,  We do not . have to
have such a depression. With the
money and banking situation as
strong as it is, with so much in
the way of technological progress
to be translated into a higher
standard of living for our people,
with abundant natural resources,
with the most skilled labor in.the
world,. with a business organiza-
tion capable of spectacular accom-
plishment, there is simply no
sense in having another dreary
decade of depression. But
is what we shall have
unless we restore to our economy
the driving force for expansion
which was present prior to the
decade of the thirties. Until. we
have more. basis than we have

tial element in prosperity will be
revitalized prudence dictates that
we be cautious in drawing plans
for ‘ expansion beyond the early

post-war years,

As a practical matter, what fac-
tors shall we look for to provide
an indication as to whether the
post-war boom is to be followed
by depression or prosperity?

§ s

- Revived Investment, There is
little likelihood that we can have
durable prosperity unless the in-
vestment mechanism is function-
ing more productively than it has
for a long while. Industry must
be investing in new and improved
capacity funds obtained via the
new capital markets from the
people’s savings. The statistical
signal that this is happening will
be a large volume of new money
securities issued by business and
bought by, the people and their
savings institutions. Not ‘all of
our savings need be absorbed in
this fashion for some of them can
well go into new housing, but we
need an active investment mar-
ket if we are to have durable
prosperity.

A balanced budget. The second
factor essential to prosper.ty is
the assurance which would come
from' the demonstrated capacity to
put our Government expenditures
in balance with tax income, If
our economy becomes dependent
on the steady use of the stimulant
of Government deficit expendi-
tures, it can only collapse when
the stimulant is finally with-
drawn—as it must be in time.
And, if in the early post-war
boom large scale public expendi-
tures are mecessary, theh who can
look hopefully to the period when
the deferred demands of the war
period will have been satisfied?

3 i

Absence cf Inflation. Another
factor which may provide an in-
dication as to what is to be the
sequel to the post-war boom is
the condition of the real estate,
security and commodity markets.
If prices in any of these markets
rise sharply or substantially, we
may as well expect a severe reac-
tion which can carry us into
another.deep depression.

4

" ‘Reduced Taxes. One of the meas-
ures of the inner strength of the
private enterprise system after the
war is likely to be the level of
corporation taxes. Let there be
no mistake about it, business can-
not for long continue at prosper-
ous levels with taxes at anything
like the levels which now prevail.
Business may look good, despite
high taxes, in the period when the
deferred demands are being met, |
but unless the crushing load of
initiative inhibiting taxation is re-
moved, ‘business investment in
new capacity ‘and new jobs will
be constricted. '

. Removal. of Labor Restrict’ons
on Production.
business will expand. vigorously
are not likely. tp be realized if
labor organizations use their vir-
tually unlimited powers to halt
operations at the strafegic bottle-
necks of the productive process.
Either that power must be limited
or labor organizations must be-
come the working partner of
business. A Business cannot prosper
and embloy people in an environ-
ment of strife between labor and
management,

Full Employmeht. A ‘ﬁnal
factor which may give us an indi-
cation as to how long the ncst-

war ‘prosperity boom is 1'kelv to!

lest -is. unemplovment. Tf, when
business is making un the war-
time shortages offsetting the de-
ferred maintenance and deprecia-
tion of the war years. rebuilding

Our hepes that |-

.| remaining utility , assets

inventories, and sunolying early

, post-war needs of foreign coun-"

tries, we still have unemployment,
the evidence will be conclusive
that the enterprise organization is
net yet freed from.those restric-

Now many businesses are lookmg now for assuming that this essen- 0.5 whxch prevent it,from. ex-

panding vigorously enough to
maintain a high level of activity.
) 5 w

These are the things we must
watch . for an indication as to
whcther the eally post-war years
are to usher in a long period -of
prosperity, jobs, and a higher
stanciard of living, or to be but a
prelude to another protracted de-
pression. In setting our busriess

course we dare not assume with-

out more evidence than we have
at. present that the obstructions
which held business and, there-
fore, employment, at a depres—
singly low level for a full decade
before the war will be removed.
That is, it seems to me, the only
practical working aseumptlon but

‘We must remember that the an-

swers to these questions are not .
always to be found through eco-
nomic analysis.  Perhaps -in ap-
praxsmg the outlook we ought to
give more weight to the inherent
common sense of the American
people. To be sure, our people
seemed in the thirties to have lost
their faith in themselves, in their
institutions -and in thelr indus-
try.. But have they? Are they
not merely subject to.the fears
and discouragements and bewil-
derment that any people would
experience after a decade of doles
instead of jobs. They seemed to
believe that saving was bad, that
business was bad, that work WEaS
bad, that their freedoms were nof
worth fighting {or. Have we not
seen signs of a revival of some of
the old fashioned virtues? Sav-
ing is popular again. People are
conscious of their freedoms.
Everyone knows tnat business is
producing the goods that are en-
abling us to be winning this war.
The people have had some very -
unpleasant experiences with eco-~
nomic controls which are the in-~
evitable concomitant of planning.

If we had to depend on the eco-
nomic  planners or the social
idealists to get us out of the rut of
economic stagnation, we probably
wouldn’t do it. But our universi-
ties have been turning out—fortu-
nately for us—thousands of engi-
neers and business administrators
with the result. that our produc-
tion people have the research
point of view deeply ingrained in
their behavior. It is of immense
significance that our business con-
cerns spend many millions of dol-
lars on research; and when our
laboratories are turning out se
much in the way of new goods
and new and cheaper ways of
doing things, our people may not
for long tolerate a set of policies
which have the result, if not the
intent, of restraining or obstruct~
ing productlon

While the evidence suggests that
we lay our business plans with
caution, there is also some basis
for ‘hope, for the war may prove
to be the spark which will re-
kindle a faith in the destihy of
this country which will enable us
to build a new structure of dur-
able prosperity.

United Corp. Interesting

" H. Hentz & Co.. Hanover
Square, New York 4, N, Y., mem-~
bers of the New York Stock Ex-
change and other leading national
exchanges, have prepared a study
of the proposed exchange offer of
United Corporation. H, Hentz rec-
ommends that those interested ‘in
assuming the more conservative
procedure make the exchange;
those who are willing to.speculate
on the future possibilities of the
in. the’
portfolio of United Corporation
should not make the change.
Copies of the study discussing the
situation in snme detail may be
had from H. Hentz & Co. upon re-
quest.

Pcor & Co. Attractive

Link. Gorman & Co., Incorpor-
ated, 208 South La Salle Street,
have an interesting analysis of the
current. situation in Poor & ‘Co.-
Class A stock. Copies of this study
may. he had from the firm upon
request, -

gitized for FRASER
p.//fraser.stlouisfed.org/
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More Commentaries on the Peace-time Military Conscription Issue

(Continued from ’first page)
CARDINAL DOUGHERTY
Archbishop of Philadelphia .

Compulsolv military training in
peacetime in the U. S. A, if such
a change in our American system

Cardinal Dougherty

is brought about, will be a wind-
fall for military officials and a
catastrophe. to taxpayers. . It will
be the ruin of our young men.

REV. JOHN HAYNES HOLMES

The Community Church
* of New York

I am' unutterably opposed .to
peacetime military conscription. Is
it possible that we are losing. the
war, or are expecting to lose the
peace, that we
should thus
impose. upon
this country
the military
bondage f{rom
which I
thought. we
were fighting
to liberate the
world? If Ger-
many and Ja-
pan are de-
feated and dis-
armed in this
war, as we all

" expect, then
where lies the
enemy against
whom we must
thus arm our-
selves to the
teetin? Is it possible that our Gov-
ernment anticipates that we must
prepare for a next war against
one of our present allies?

John Haynes Holmes

Would Imperil Our Democracy.

Peacetime military conscription,
universal conscription of any kind,
is an institution basic not to. de-
moeracy but to the militaristic
nations and governments which
have  brought our world to the
very brink of destruction, It is
doubtful if our democracy could
survive the imposition of this to-
talitarian system of arms. Our
business, in this war and after, is
to fight militarism to the limit,
ihat we may destroy it utterly,
and thus' truly. prepare the way
to peace.

It is an abominable. thing that
1his proposal should be made for
‘the post-war world, It is unutter-

ably @bominable that it should be
offered for adoption now while the
war is still on,; when our boys are
absent at the front, and when no
_one of us knows what are to be
the terms of peace. It is a matter
of simple decency and of basic
demucratic practice that we should
postoone all consideration of this
matter until after the war.

" FRED H. MASON
President, Mason, Moran & Co.,
Chicago, Ill.

I am against compulsory mili-
tary training in peacetime for
America. 1 do say, however, Gen-
eral Mzarshall's ideas, of which you
no doubt are familiar, are alright.

B. G. HUNTINGTON

President, The Huntington Natioal
Bank, Columbus 16, Ohio
‘Herewith are my viewson
“Compulsory Military Training in

Peacctime for America’:

Isn’t it a questlon of sane use of
the power "to
conscript?
Compulsory
military train-
ing looks at-
tractive now
during the
war, but will
the mothers
and the young
men, and the
fathers and
and the young
girls stand for
it when the
war is well
over? Doesn’t
the answer
probably lie in
making N a-
tional Guard
service much
more attractive,. and in getting
—or in: insisting on ‘having—
military * training in ~all high
schools and colleges? ' Then that
training can be effective, but not
too much out of focus, and it can
be carried on in the shadow, at
least, of the educators and their
Gothic towers.

We are not a “militaristic” na-
tion. God grant that we never
will be. We feel we have not
trained our youth sufficiently in
the past for the possibility that
there may be war in that youth’s
seneration. But we don’t need to
ake a year—or two years—or
three years—out of a boy's life

B. G. Huntington

and education exclusively to teach |-

nim- to kill his fellowman, Let
him learn a few ancient humani-
ties along  with  modern inhu-
manity.

Let’s not make any law or con-
stitutional change on the subject
while we are at war. Let’s wait
for the witch’s cauldron to cool
3 little first. Maybe the broth
won’t then be such strorg medi-
cine, but maybe we won’t burn
our fingers so badly.

~ ALVA W. PHELPS
President, The Oliver Corporation,
Chicago 6, IlL
I believe the best, and the only
insurance this country can have
for its security as a mnation is a

Alva W. Phelps

lar ge, well-trained army- and
navy. In my opinion, the best
way to accomplish this is by com-
E)ulsory military training in peace-
ime

WILLIAM G. LIGHTBOWNE
Bogota, New Jersey

It seems to me that the only
honest approach to the questlon
of compulsory military training in
peacetime is to begin by asking
ourselves whether there is any
danger against which our coun-
try needs to be prepared. If there
is not, then we should be foolish
indeed to fasten upon ourselves
a military system so alien to all

our history and traditions. If, on
the other hand, there is such dan-

ger, then we should face it realis-
tically and allow no sentimental
squeamishness to interfere with
our duty. If there must be mili-
tary training, the democratic way
is through equality of sacrifice—
let every man do his share. ‘I
have no patience with people who
deplore the moral ‘and physical
hazards of militarism, but are
perfectly willing to. hire: “volun-
teers” to face the dangels for
them.

Twice in my hfetlme the Umted
States' has'_heesssinvolved in: a
world war, Neither time did we
want to participate; ieither time
did we enter the conflict until
events forced our “hand.’
lieve the overwhelming majority

1of us today realize that the mod-

ern world has shrunk to ‘such
proportions  that any future war
between great powers will inevi-

£ |tably develop into a world war,

and that our country, facing' on
two oceans and with- vital inter-
ests in both hemispheres, is bound
to become involved.

In both the First and the Sec-
ond World War we were fortu-
nate in that many months elapsed
after the beginning of hostilities
before we were drawn in, which
gave us time to prepare. But there
is no guarantee that we shall be so
fortunate another time. Therefore,
assuming the possibility of future
wars, we have no honorable alter-
native except to be prepared_ A
modern army - cannot be, impro-
vised, nor can ‘civilians be turned
into soldiers overnight. . We have
no right to send our boys into
battle inadequately trained, nor
have we the right to expect our
future allies to hold the line for
us while we prepare at leisure.

So the first question is as to
the * probable danger < of" future
wars, For my part, I think the
danger is very real unless within
the next few years we succeed in
setting up an international organ-
ization to settle disputes between
nations peaceably and to restrain
aggressors. This should be our
first and greatest effort if we wish
to avoid the pitfalls of militarism.
But even' then, after our unfor-
tunate experience with the first
League "of Nations, it may be
years before the world will trust
the new organization to the ex-
tent of being willing "to  disarm.
In the meantime, the larger na-
tions, at least, will probably in-
sist upon keeping up their own
armed forces, and we shall have
to do likewise.

Some form-of compulsory mili-
tary training is therefore probably
inevitable, and we shall have to
accept both the inconveniences
and the dangers that will accom-
pany it. ‘'The form it is to take
and the length of service required
are matters for experts to decide,
but as long as we follow demo-
cratic procedures, and keep the
military subservient to the civil
power,  we have little to fear.
Switzerland has had universal
military training for hundreds of
years, yet remains perhaps the
most democratlc country in the
world.

One aspect of this question in-
terests me particularly, and holds
the possibility of much good. That
is the matter of physical fitness.
Physical . fitness: goes far beyond
mere physical training; it involves
such factors as diet, medical -care
and education in hygiene. Six
months or a year of military
training might help in establish-
ing proper living habits and per-
sonal discipline, but if the young
recruit has been underfed or im-
properly fed during the -critical
years of childhood; or if, through
lack of proper medical and dental
care he has suffered irreparable
damage to -his physique, no
amount of military training will
make him an efficient soldier.

Millions of recruits called to the
colors in this war had to be re-

jected for physical deficiencies
that should have been prevented

1 be-|

by proper care in childhood. Other
thousands were rejected because
of venereal disease and, most dis-
graceful of all, for illiteracy!
These are all problems that can
be solved if we tackle them in the
right spirit.. They are an indict-
ment of our civilization. Too bad
we had to wait for a war to make

us - conscious of them, but now

that the ‘draft law -has' dragged
them out into the light, we should
clean up these sore spots for the
honor and safety of our beloved
country. : "

'HON. WALTER EDGE
.Governor, State of New Jersey
I am in favor-of a short period
of compulsory military training in

Cov. Walter Edge

peacetimé and believe that much
of our unpreparedness in the pres-
ent war might have been averted
if this course had been followed
after the last war.

RAY LYMAN WILBUR .
Chancellor, Stanford University,
California

I am very much opposed to com-
pulsory military service. in peace-
time. Throughout our history in
this country. we have had a umque
and enormous .
advantage ‘in
not having all
our young.men
spend one or’
more years in
uniform and
drill at the
behest of - the
Federal Gov-
ernment, - and
at the expense
of the tax-
payer. This .
free period
has enabled
our young
men to get
ahead in edu-
cational de-
velopment, in
advancing >
themselves in their' chosen enter-
prises, and in many other ways

Ray Lyman Wilbur

We have been fortunate, too, in’

having the home, mstead of th
Army, play a lalge part in th-

developmental ~and - educational | v

program of our boys. We can eas-
ily lose -this war. even if we win

it if, as a result, we end up with [§
a hwhly cent1a112ed government,

with ‘our men and perhaps out
women in uniform. - This is one

of the most effective ways-to de-

stroy “the family "as a - unit, and

every thinking person knows that ||

the family and the way it conducts
its affairs ‘determines the future
of our civilization.

’ Imperialism Threat

The presence of a conscripted
army in this country would be a
direct bid toward imperialism. It
will be difficult enough to avoid
elaborate world responsibilities
after the war. We already have
sufficient devices for training our
men in our ROTC, with our State
Guards and with our regular stand-
ing army—particularly now that a
comparatlvely few good alrplanes
handled through a good organiza-

‘|'the year or six

VIRGINIA C. GILDERSLEEVE -
Dean, Barnard College, Columbia

University, New York 27, N. Y. .
There is, of course, a great deal

of dlscussmn going on in colleges

and ‘universi-

ties” regarding

compulsory

military train-

ing. I have

participated in

some of these.:

My . opinions

are rather ten-

tative on the

whole matter,

but I am .in-

clined to think

that such

training

should be not

just  military

“| but rather for

“national ser-
vice,”and that.”

Dean - Gildersleeve ,

months re-
quirement might include some ac-
tual work in national service. I

‘| feel very definitely that any such

requirement for the youth of our
country should apply to women as
well as to men.

CHANNING POLLOCK" X
New York 24, N. ¥.

I am of two minds on “Compul-~

sory Military Training in Peace-

tnneforAmer-

ica.” On one

side, of course,

I adm'it our

need for pre=

paredness, and

even more, the

need of our

vouth for dis-

cipline ‘and

training. - On

the . other, 'as

John T, Flynn

so eloquently

. points out in

# “As . We- Go

.Marching,”?

peacetime

conscription

too frequently

serves as' a

means for. re=

ducmg unemployment and creat-

ing or supporting dxctatmshxp

Which of the two dangers is grav-

est I have not yet been: able to
decide,

Channing Pollock

. HON. LYLE II.. BOREN

Representative in Congress From
: Oklahoma

The term “compulsory’ has im-‘
plications in' it that quite natu=
rally arouses: antagonisms in- free
Ameucan thought. Universal con- -

conscription to

be followed in
times of peace
as well as war
is a practice
that hereto-
fore  has be-
longed. only to
militaristic
nations and
has bheegn in
disfavor in'the
mind and
heart of peace~
loving peoples.

On the other
i hand, our ex-

‘periences in

this decade

should,Ithink,

convince us
) that the Amer-
ican Legion advocacy of prepar-
edness -in time of peace was and
is sound:and a correct program
even for a peace-loving nation. .

The present bills, H. R. 1806
and H. R. 3947, that have been
presented to Congress are rather

Lyie H. Boren

inflexible demands for a one-year

draft or conscription into military
service for every American boy.
While I personally feel that a state
of national. preparedness is vital
in peacetime ‘and that a universal

thl’l can do much to prevent war. program -of military training is
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the most. practical.way. to estab~

lish ‘and maintain such a. program,

of preparedness, I am of the opin-
ion that . the - bills now. proposed
- both ‘have the weaknesses of be-
ing arbitrary and. inadequate, = It
would appear:to-me more:in keep-
ing-with.the principles of Amer-
ican life and stronger from .the
- standpoint: of - accomplishing ‘the
end in view, to'build our program
on-the National: Guard. .1 believe
that “our- National: Guard system
.. expanded to universal or nearing
«universal . proportions would: be
not .only: adequate but the best
.. 8ystem of preparedness.this coun-
oAy could evolve and maintain.

J B. IIILL

'i’reﬂdent Louisville' & Nashville
Railroad Co., Lomsvxllc 1, Ky

"It is my
]uddment that
compulsory
military train-
ing for an in-
tensive period
of less than a |
“year is desir- .
able. It will
prove benefi-
cial in many
ways . to - the
majority of [
youngmenand . @
will afford the
basis for de-
fense that
might prove
invaluable.
Most of the
people I talk 3. BJ Hill
to favor. it. i

W. L. HEMINGWAY

President,. Mercantile-Commerce
. Bank and Trust Co., St. Louis '
1 feel that
discussion and
debate on. the
proposal - for
compulsory
military train-
ing in' peace-
time should be
postponed un-
til after the
war, when we
can ‘reason
more clamly
than: now. If
the subject
should be
forced to a de-
cision, I would
probably - fol- .
low the Pres-
ident and Gen-
eral Marshall, -
but reluctantly.

W. L. Hemingway

ALEXANDER WILSON
Summit, N, J.

' The “Chronicle” is to be com-
mended” for publicising the im-
};}thant question, “Compulsory
ilitary Training in Peacetime
for America,”
which is com-
ing up for con-
sideration in
the = January
session of Con~
gress. | .
" In my pres-
ent frame of
minad, I am
“tooth and
nail” against
compulsory
military train-
ing for youth
in peacetime  §
for the follow- '
ing reasons:
. As long" as
I'can remem-’
bér; Germany
has conseript-
ed her youth in peacetime for
compulsory military training with
the result that the lives of her
manhood and womanhood have
becomes slaves to militarism.
. As far -as actual military pre-
paredness is concerned, I-do not
see - what advantage the training
of both youths and adulls was to
Germany, Russia, Poland, Czecho-
slovakia, France, Belgium, Hol-
land, Italy, -and other European
nations. for after hostilities began
most of these nations went down

_ Alexander Wilson'

-

like.a pack of cards before the
German onslaught. s

- England’s litesaver in - World
Wars I and II was not her army
(small-in comparison with Ger-
many. and ‘Russia) or any prior
youth ‘training but the -vast ring
of steel she was able. to spread
around . Germany. and  Italy, just
as ,our- best . bet. lies. in- a. two~
ocean - navy..equal. to .any  twa
World - Powers, and an aviation
service ‘equal to- the : combined
force of any two Powers.

. Some:of: your readers may ar-
gué ‘that the oceans whichsepa-
rate the ‘United States from our
enemies mean nothing ‘in “these
days of anplanes 1obots and sub-
marines.

To this argument; I would re-

"I spectfully -ask your -readers to

* |study ‘the proposal I advanced in
the article, “Peace by Force in an
Uncivilized World”—an analysis
and criticismof the Dumbarton
League plan published in' the
“Chronicle,” Nov, 16 1ssue pageq
2150 and 2151

My proposal, in brief, urged our
Allies and the Axis countries af-
ter the war, in‘the name of hu-
manity - and  good . statesmanship,
“to solemnly pledge themselves to
absolutely outlaw robots, subma-
rines, indiscriminate airplane
bombing of cities and other popu-
plated centers, poisonous gas and
chemicals, and also the coming
use -of ~germs in warfare. ' Air-
planes should properly be permit-
ted for army and naval scouting

but. not. for bombing of noncom- |1

batant. men; women  and . children
in civilian centers of: population.”
- When'- everything  is ‘said- and
done, when-the peace settlements
are completed,” we must not for-

|get that ‘the German youth who
thave been impregnated with Naz-

ism from ‘boyhood and trained in
military practices will be the most
menacing  factor in maintaining
European peace £01 many years to
come.

"The ‘compulsory training  of
youth will not fortify-the: Dum-
barton League of Nations or any
other proposed world peace or-
gamzatlon but a navy: and avia-
tion service ‘(such as is ‘proposed
abovey-will be {ar more effective
for our future protection and pos-
sible contingencies than the train-
ing of our youths and maidens for
future wars.

If there is any virtue or advan-
tage (militayry, physical, etc.)
which the advocates of a continu-
ous year of compulsory military
training .can claim, could not the
training rcglmen be accomplished
by organizing high school and
college classes, {rom three to six,
after regular school hours ‘and
utlhzmg Saturdays from either
nine to-one-or one to four for
such training?

The vacation period in July and
August could, be spent in: camps
where outdoor meets, sports and
mhtmy exercises could be in-
dulged in. Such an arrangement
would mot.so completely disrupt
business- and education schedules
or take .a-whole year out. of.our

| young  people’s’ lives .for militar-

istic purposes.

.. Dangers ‘to Be Avoided
If there is one thing we should

gua\d ‘against in this program it
is, 1ust the creation of a military

caste in our country and, second,

that our young people should be-
come war-minded or indoctrinated
with military ideals and objectives.

In deference to our soldiers and

‘1sailors who are fighting abroad

to win the war for us, the ques-
tion of compulsory military train-
ing for their sons and their future
offspring should be deferred until
after their. return home, ‘when

| they should, in fairness, be~given

an  opportunity to- express their
views. .
. Why rush into this matter when

we.-have a war to win on our

hands? Do.we wish to repeat the
mistake this country made w_hep
it- continued the Liquor Prohibi-

tion Act—a war emergency meas-
ure—against the ‘wishes of the

|
|

armed - forces, -

majority, after World War I was
over?

Wiy not hold a national refer-
endum on “Compulsory Military
Training in Peacetime” which the
“Chronicle” has posed: for this
symposium when the war hysteria
is.over. and past?

I earnestly urge the members
of Congress to defer action on this
national .question until after the
war is won. The passage of such a
law would be contrary to our long

cherished national tradition and

| policy agamst universal military i

training ‘in times -of peace.

The -one significant . fact wc
should weigh carefully is that the
world’s . most “important - democ-
racies, the United States and
Britain, will survive as victors in
World War II in spite of the fact
that their youth were not given
any previous military training.

No one favors a second League
of Nations or international co-
operation after this war can con-
sistently ~advocate compulsory
military training in peacetime.

M. ALBERT LINTON

President, Provident Mutual Life
Insurance Co. of Philadelphia

If the United States desired to
make sure that the world would
be transformed  into: an. armed
camp permanently, one of the sur-
est ways to do
it would be to-
adopt compul-~
pulsory - mili-
tary . training
in . peacefime,

Suchaction
would pro-
claim  to -the
ends of the .
earth that. we
have no con-
fidence in the
ability " of ; a

security . or-
ganization to
prevent an-
other catas-
trophe, It
would. ~cause
alarm in other
nations, . in- *
cludmt, the countries south of us
in this hemisphere, and perhaps in

M. A i.lnton

Canada. Nationg judge:-each other|.

by, their acts, not by their protes-
tations of peaceful intentions.
Let us talk plainly, In view ot
the posilion Germany and Japan
will be in at the close of this war,
the only  possible nations who
could challenge this country mil-
itarily for years to come are our
allies—Great Britain and Russia.
By adopting ‘peacetime conscrip-
tion we would make the people
of those countries fear that in any
difference of opinion with them
we would use force to support out
position. To 'insure their own
safety ‘they would take counter
measures. Other nations seeing
what is going on would also want
to be prepared for eventualities
and would build up their military

‘establishments.

Let Those Now Serving Be Heard

Is ‘this ‘the kind of world for
whicii our eleven million men are
fighting all over the: globe? " Who
has a greater stake than they in

| the kind of world that is to be?

Why rush to decide this question
while these eleven million ‘young
Americans are where they cannot
participate in the decision? Great
resentment was felt ‘in* the last
war because prohibition was
adopted by those at home when
four ‘million men were .in- the
How much more
reprehensible to decide a question
affecting so acutely the possibility
of achieving a  peaceful world
when neally three times four mil- |
lion are in the armed services
risking their lives and enduring
untold suffering and sacrifice to
make another major war impos-
sible.

‘Within the next few years no
nation is going to challenge the
military . might - of the United
States as it will exist after this
war. From the military point of

view there is ample time to per-
mit the men in the armed forces

idevoted to making war.

to return home, to appraise the
security orgamzatlon that will be
developing, and to participate in
the decision about peacetime con-
scription.. To prevent them from
so doing would in effect say to
them that the American people
are perfectly willing to have them
die for their country, but will not
trust them in determining a major
policy affecting. the .issues for
which they are fighting.

Hope of World

-The hope of the world lies in
setting up an international organ-
ization.that will reduce the causes
of war, and hence the {ear of war;
in lifting the crushing burden of
armaments from the backs of the
people of all nations; and in re-
ducing the use of force to the
status. of  non-aggressive police
power, ‘For this country, the most
powerful of all; to start on an
opposite course ‘would be tragic
beyond words.

Physical Argument Faulty '

There are sound grounds  sup-
porting the position that peace-
time conscription. would not sig-
nificantly remedy ' health condi-
tions which have caused so many
young men to be rejected for
physical reasons in this war; that it

. would not be useful “discipline”

or . strengthen our democracy
to force every young man in his
late ’teens to undergo military
training; that free education and
free labor would be endangered
by conscription, and that conscrip-
tion is not the proper way to re-
lieve unemployment. . However,
these grounds have been well pre-
sented by others and I shall not
repeat them.

I rest the case here upon the
ground that it would -be utterly
unfair to decide the question of
peacetime conscription in the ab-
sence of millions of young Amer-
icans who have an enormous stake
in the kind of world to which they
will return to take up normal liv-
ing and raise their families.

J. ANDERSON FITZGERALD

Dean of the School of Business
Admmlstratlon, Umvexslty
s of Texas:

I haVe never been a pacxflst. I

have ' argued  for ' preparedness
when it was an unpopular thing
to do. ~ Nevertheless, compulsoxy
mlhtary train-
ing in the
United States
as. now pro-
posed does not
appeal to me.
I have too
much confi-
dence in the
character of
peace that is
going to be
made,

Is it neces-
sary to adopt
a: plan before
we know  the
peacearrange-
ments? Until
then -we al- .
ready have a  Dr. J. A, Fitzgerald
great army, a
great navy, and a great air force.
For months after peace we shall
have available great forces in
process of ‘demobilization which
can be reassembled at any sign of
anger.

When we know the peace ar-
rangements, we shall also know
the machinery to enforce peace.
We shall know whether past ag-
gressor nations are going to be
allowed to remilitarize at any
early date. We shall know the
attitudes toward armament and
military training of our present
allies.

For years past and for months
to come, some say years, our en-
ergies and the energies of most
nations have been and will be
When
these tragic days come to a close,
our efforts and the efforts of all
nations -should be  devoted to
peacetime pursuits. All people

should be interested in reducing
military expenditures to a reason-

able minimum. How low the
United States can safely go will
depend upon the real, not the
make-believe actions of other
countries.

False Security

The past teaches us to beware
of feelings of false security. For
quick action we shall need sizable
army, naval and air forces. To
supplement these, I now doubt
whether compulsoxy military
training will be either a wise or
efficient method for the United
States. Techniques of 'war, even
Maginot lines, quickly become ob-
solete, Means of defense include
resources, productive power, in-
ventive skill, expert management,
and a loyal people. Lifetime pro-
grams in home, school, church
and other institutions should pro-
vide for the development of
proper physical, mental and spir-
itual qualities.

When peace. has been estab-
lished and we have specific
knowledge of conditions, a plan
can be developed for adequate
defense. In the meantime we
should refrain from announcing
programs that will start the world
upon a peacetime military spend-
ing race.

DR. WALTER E. SPAHR

Professor of Economics, New York
University; Secretary, Econo-
mists’ National Committee

on Monetary Policy. [

- I have not studied the proposal
regarding compulsory military
training in peéacetime with suf-
ficient care to justify an opinion
on the subject. .

I find it dif-
ficult, how -
ever, to recon-
cile the agita=
‘tion for such a
program with
the claims be-
ing made for
the ‘projected
international
peace organi-
zation and po-
lice force. Un-
der - the cir-
cumstances,
some.'.doubt
necessarily
arises as to
:»g?orrclggdmﬂ?f Dr. Walter E. Spahr
itary training in peacetime. This
major inconsistency of views has
precluded my giving other than
casual consideration to the subject
and, as previously noted, I am not
as yet prepared to express myself
in the matter with finality.

W. GIBSON CAREY, JR.

President, The Yale &  Towne
Manufacturing Co., New
York City 17
It is my opinion that military
training for all young men who
are physically {it should be
started immediately after the war.
Such a pro-
gram, in' my
opinion, will
be a safeguard
against an-
other war, will
be less costly
than main-
taining the
larger military
establishment
which other-
wise would be
necessary and .
will, in addi-
tion, be of
benefit to the
participants.
I am inclined
to believethat
the training
period = should
be for a year; but that in order to
upset the educational process as
little as possible, various alterna-
tive equivalents should be ar-
ranged.. Those completing the
course should constitute, for a pe-
riod of perhaps 10 years, a reserve,
a portion of which should, on a
voluntary basis, receive training

W. Gibson Carey, Jr,

from period to period on'various
technical phases.
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A Proper Govemment I.abor Pollcy

(Continued. from’ page 2346)

a lot of: framed timbers, different
portions. of which we Kaow have
been gotten out at different times
and places and by different work-
men—Stephen, Franklin, Roger,
and -~ James, for 1nstance—~and
when we see these timbers joined
togethel ‘and see ‘they “exactly
make the frame .of a house or a
mill; all the tenons and mortises
exactly fitting, and all the lengths
and proportions- of ‘the-different
pieces exactly adapted to; their
" respective places, and not a piece
too many or too. few,—not omit-
ting . even scaffoldmg,——or it a
single piece - be lacking, ‘we - see
the place in the frame exactly
fitted and plepared yet to bring
such piece in,—in such a case, we
find it 1mposmble not. to bellevc
that Stephen and Franklin and
Roger and James all understood
one another- from .the beginning,
and all worked upon a common
plan‘or draft drawn up before the
first blow was struck.”
" ‘Encroachment of the slave
power upon the national Govern-
ment was Lincoln’s theme in 1858:

Encroachment of the . labor
power upon the national Govern-
ment’is our theme this morning.

Lincoln had mo. hesitation in
suggesting  that  “Stephen. - and
Franklin -and Roger and James
all understood ‘one another from
the ‘beginning, ‘and rall worked
upon a -common plan or draft
drawn _up before the -first blow
was struck.”

I. shall. not nmtate meolns
boldness and I shall make no

. charge of “preconcert”. 'But like
Lincoln, I shall ask your attention
to “a’lot of framed timbers . . .
gotten out at different times and
places by different workmen .

And like Lincoln, I shall ask you
whether you think you “see these

* timbers joined together, and see
them exactly make the frame of
3 house or a mill, all the tenons
and mortises exactly fitting, and
all the lengths and ploportlons of
the ‘different pieces exactly
adapted to their respective places,
and not a piece too many or too
few,” andif you see “a single
piece Iackmg whether you “see
-the place -in- the frame exactly
fitted and plepared yet to bring
such piece in.

In' 1935 President Roosevelt
signed 'the -Wagner Labor Rela-
tions Act.

In 1936 labor svent $770.218 in
the re-election of President Roose-
ve 1t.

"'In 1938 the Supreme Court held
that the Norris-LaGuardia - Act
protects picketers, even when they
are not employees, and that the
Wagner Labor Relations Act
authorizes the Board to make any
“inference” from any evidence,
even. though such “inference” is
contrary to the welght of evi-
dence

Though this: left an employer
subject to punishment under the
Wagner . Labor Relations Act.
when there was. any. evidence
from which the Board might “in-
fer” that comwe utteranre of the
em’plovev ‘interfered” with union-
izino 2ctivities. the Sunreme Court
in’. 1940 held that picketers may
publicize anv-statements whatso-
ever against an emvlover, and
that their right to picket and to
publicize is the freedom of speech
guaranteed bv the First Amend-
ment of the Constitution, and can-
not' be abridged bv. Congress-or

by anv State Legislature. :

“In 1940 the Supreme Court dis-
regarded. thirty vears’ precedents.
and held that labor was for the
most part immune from the' ant1~
trust acts,

In 1941 the Sunreme Court in-
ferred in faver of labor a sub-
stantial reveal of the antitrust
arts, spelling thig evtraordinary
irferenea orrt of two other statutes
of ctrxctly hmlted scope and pur-
pose. ”

\ [Tn, 1949 the Sunveme Court held

- that -sums . -extorted  from truck
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drivers; under thleats of assault
and battery, should be regarded
as “wages by a bona fide em-=
ployer to.a bona fide employee”,
and that “interference” -with such
extortion would be. “interference
with - traditional labor umon ac—
tivities”.

In 1942 the Nat10nal War Labor
Board. began ‘to require. ‘main-
tenance of membership  clauses”
in labor contracts,

In 1943 the National War Labor
Board’s - powers were confirmed
by - Congress in the War Labor
Disputes Act.

“Maintenance of ~membership
clauses” may now be precedents
on which labor will .rely in de-
manding similar clauses in peace-
time labor . coatracts, and may.
hasten the enactment of statutes
making such clauses umversally
compulsory,

When Montgomery Ward. .in
1842 refused -to ‘include these
clauses in its labor contract, Pres-
ident - Roosevelt addressed - this
communication to the company:
© “As Commander - in - Chief “in
time of war, I direct Montgomery
Ward and Company. to ' comply
without further delay - with the
National War Labor Board’s .di=-
rective order ‘of November 5,
1942.

But in 1944 when James ‘Pe-
trillo and. his: American Federa-
tion of Musicians refused to com-
ply with the National War Labor
Board’s directive .orders,. Presi-
dent. Roosevelt addressed - this
communication to Mr, Petrillo:

“The National War Labor Board
and the Director 'of Economic
Stabilization.  have . not recom-
mended ~Government possession
and operation. Under the statute

| it must be found that the labor

dispute unduly impedes the war
effort. It is the opinion of the
Director of Eronomic Stabilization
that under all the present circum-
stances the non-compliance by
your union‘is not unduly imped-
ing the war effort . .. Therefore,
in the interest of orderly govern-
ment and in the interest of re-
specting the considered decision
of the board, I request your union
to accept the directive orders of
the National War Labor:-Board.”
It is not surprising that Mr.
Petrillo and his American Fed-
eration of Musicians declined to
comply.

In 1944, up to August 15, con-
tributions from the Amalgamated
Clothing Workers of America and
other members of the Congress of
Tndustrial = Organizations to its
Political Action Committee aggre-
gated $806,715,

This brings us to the strange
history of the National War Labor
Board.

Relying solely on the Presi-
dent’s powers under the Constitu-
tion. and with no’ act of Congress
or legislative warrant of any
kind, President Roosevelt by
Executive order of -March 19,
1941, created the National Defense
Mediation ‘Board for the:purpose
of mediatirg. settling. and dispos-
ing “of disoutes certified tn. the
Board bv the Secretary of Labor,
which” threatened: tn “hinder or
obstruct the pro-“uction or.trans-
vortation of material essentlal to
national defense.” . . )

To this Board Prf‘swdent Roose*
velt appointed two labor memhers
vronosed bv the. American Fed-
eration of ‘Labor -and two labor
members provosed .by the Con-
grecs of Indnstrial Organizations.
and four public members and four
industrv members, who were en-

.| tirely. President Roosevelt's own

selection.

Fach of these faur pirhlic mem-
bers woas strongly prolabor, and
~ach of these four emplover mem-
bers was more labor-minded than
anv national organization of em-
nlovers. so. that as s~lected bv
President  Raogsvelt this - Board
was 'strongly- pxolabor and con-

talned no one proposed by or!are Iour strongly prolabor publrc

representing. any - organization. of
employers, and -no. one in: any
way affiliated with any employer|
coming -before this Board, while |
the labor. members of  this Board |
were:all union officials. affiliated |
with either.the American Federa-
tion of Labor or.the Congress’ of
Industrial = Organizations, - with
one or another of which was thea
affiliated practically every em-
ployee -coming before -this Board.

To - get 'a -controversy certified
to this National ' Defense ‘Media-
tion Board it was allowable, and
even ‘essential; ‘under' the -Execu-
t.ve 'order. creating this Board,
for a labor union:to carry a con-
troversy to the point of threaten-
ing to interfere with the mational
defense.

This. would suffice to change
even an impartial board from an
adjudicating to an. appeasement
agency, and to this strongly pro-
labor Board it inevitably imparted
the spirit of a pressuré .agency,
exerting all. the force of the na-
t.on o1 the brink' of war to induce
employers to yield whatever was
needed ‘in” order .to dissuade.em-
ployees,.especially those affiliated
with-the American Federation of
Labor or the Congress of Indus-
trial Organizations, from instigat«
ing = strikes and  boycotts  that
might interfere with the na‘uonal
defense.

This Board continued to func-
ticn in this manner until John L.
Lewis, then affiliated -with the
Congress of Industrial Organiza-
tions, demanded. for his United
Mine Workers the exclusive right
to work in coal mines operated
by the steel companies., ”

When his demand was denied |
by this Board, Mr, Lewis broke up |-

this Board by forcing the resigna-
tions . therefrom of all the labor
members who were direct repre-
sentatives and officials - of . the
Congress of Industr1a1 Orgamza—
tions.

. Immediately aftcr this’ National
Defense Mediation, Board broke
up, President Roosevelt .selected
from industry and the publlc sev-
eral men to confer.with -union of-
ficials representing the American
Federation of Labor and the Con-
gress of Industrial Organizations
in the effort to agree on the
basis for a new board. ' ;

Though ‘the United. States was
then in the Second World War,
this. - conference failed to agree
because the labor members of the
conference, unlike their prede-
cessors in the World War I, were
unwilling that labor should agree
to refrain during wartime from
raising controversies about union
status, and were immovable in
their insistence that throughout
the World War II labor should be
permitted to raise controvercies
on union status or any other labor
matter, and to carry these con-
troversies to the point of threat-
ening to interfere with the war
effort.

‘Though " the conference dead-
locked sharply on this funda-
mental issue. President Roosevelt
chose nevertheless to ignore this
disagreement, ' and announced
blandly that on the agreement of
the conference he was creating bv
Executive Order of, January 12,
1942, a naw Dboard, namelv  the
National War Labor Board, to
finally determine all labor dis-
putes; which might interrunt work
which contributes to the effective
presecution of the war.,

To this new National War Labor
Board Precident  Roosevelt. ap-
vointed half the membershin of
its predecessor, the National De-
fense Mediation” Board, ' ¢n that
like ‘its predecessor:the National
War Labor Board consists of two
labor members provosed bv the
American Federation of ILabor.
and twn labor me*hers nronoced
by the LCongress of Indnstrial Or-
canizatinrs. and four public mem-
bers-arnd four irdustrv -members
wha are entirelv President Roose-
velt’s own selection.

‘In ' the - National 'War L«bor
‘Board; as in 1ts predecessor there

members, . and ' four - employer |
imembers who -‘are ‘more’ labor-
minded than any national organi-
zation ‘of employers, so that as se-
lected: by <the -President- the Na-
' tional War Labor Board is strong- |
'ly prolabor, and contains no: one |
 proposed by any. organization of |
employers, -and no oanein -any
way: affiliated with -any employer |
coming ' before the:Board, while|
the members of the Board are all|
union. officials affiliated: with
| either the American Federation of
Labor or the Congress’ of Indus-
trial .Organizations, with one. or
another of which is affiliated al-
most every. employee coming he-
fore the Board.

Under the :Executive Orde1
creating. the National War Labor
Board, in order to.get a coatro-

a labor union .to carry the con-
troversy to the’ point of threaten-
ing to interfere with the war ef-
fort... Against this force, even an
impattial Board could not. func=
‘tion. as an adjudicating agcncy'
-but could only act as an appease-
.ment agency,

Succumbing to this force ‘there- |
fore, 'the National War  Labor |
Board, like “its  predecessor the|
National “Defense Mediation

labor pressure agency, exerting
all the force of the nation at war
to induce = employers ~to . yield
whatever is needed in-order to}
dissuade* employees, especially
those* affiliated with the Amer-
ican Federation of Labor or the}
Congress- of Industrial Organiza-
tions, from- instigating strikes or
boycotts that may interfere with
the war effort. -
This account  of the National
War Labor Board .and its prede-
cessor the National Defense Medi-
ation Board is supwnorted by state-
ments of William H. Dav:s, Chair-
man of both- Boards, and state-
ments of other svmpathetlc ob-
servers of these Boards.

Chairman Davis émphasizes that
in-any procedure based on col-
lective bargaining, mediation, vol-
untary - arbitration or agreement,
the dominating factor must be the
economic strength of the  dis-
putants.

“In normal times,” says Cha1r-
man Davis. “the economic strength

or lock-out is by all odds the most
effective - single . agencv.. for set-
tling labor troubles. This is par-
ticularly true of the more serious
disputes. The possibility of a
strike always colors the normal
processes of collective bargain-
ing. It is the common experience
of mediators that the parties to

brought to agreement in the end
by considerations of the possibil-
ities and the costs of a strike or
lock-out. - After - full discussions
which bave not broken the dead-
Jrck. when the alternatives are
clearly spread uvon the table and
the' choice has. finallv tn be mare.
it is then—in the last fifteen min-
utes—that the parties really have
to - face  these mossibilities -and
costs. " And it is then! ninder nres-
éure ‘of eronomie; focts. that ‘the
final “f‘\ustment is commonly
reached.’

Dr, Lloyd . Revnaolds, 'ws'\cmte
nrofessor. of politieal economyv
TInhns Fonking University. and
State Price Everntive for Marv-
Jand. for the Office of Prire Ad-
ministration: and Charles C. ¥il-
lingsworth. instructer of nolitieal
econnmy at Johps Hovkins, Unj-

War Labor Board’s decisions say;

“The Roard' has: carefullv re-
frained from: stating .the condi-
tions under which a union. <rcur-
ity clause will be swarded. on
the grovnd that each case mmst
he considered on ite merits: and
the Board. often modifies the se-
curitv clavse to suit the circum-
stances of  a particular. . ca<e.

versy certllled to the Board, it is|
allowable, and even essentlal for |

Board, has become a strongly pro- |

that lies behind the right to strike}

most Jabor disnutes.. and particu- |
larly the more important ones, are

wersitv. referring to the Natienal|

Thevrefrre cnn.dpoa net ant o smary |

bership have stressed the.threat -
to the union’s’ existence from the P

employer or* from - rival -unions,
i the. “prevalance... of unmnushop

| involved, the extent to which the
union’ constitution- safeguards
| thembers against’ arbltrary action
by officers,” and; similarfactors.
i But these seemto 'be rationaliza-
tions: rather: than reasons for ac-
tion.”r -

- “Satisfying -dyna m,1,c labor
‘ groups and-their virile leaders” is
| the summation .of the whole' mat-
ter by . Professor Herman Feld-
- man, 'formerly” Dea:; “School. of
 Business : and; Civic Admmlstta-
tion, College of the City'of New
V,York‘, and now professor. of indus-
- trial relations, Amos Tuck School
| of Business Admmlstratlon Dart-.
i mouth College.

Both the National War: Labor

i tional - Defense - Mediation: Board
have each been called boards, and

tate much- of .the form .and. lan-
time- adjudicating administrative

| Relations.
: Trade .Commission, -the. Securities
and Exchange Commlssxon and

ing ‘administrative agencrcs
But the_ resemblance
superficial, for all these peacetime

¢ cies. arrive at- their dec151ons by
weighing * and. adjudicating 'the
legal or at least the moral rights
involved “in the dlsputes coming
before- them; while the: National
War Labor Board and its prede-
cessor the National Defense. Medi-
ation . ‘Board, though' rendering

guage-appear to weigh and adju-
dicate legal and moral rights, have
in fact been chiefly influenced by
the economic strength of the dis-

have’ really. been - appeasement,
not adjudicating agencies, exert-

war to induce employers to yield

dissuade - “employees, especially
those ' affiliated with' the Ameri~
can Federation  of Labor or the
Congress of Industrial Organiza-
tions, from instigating strikes ‘and

the war effort. ~i
“~Appeasement - can never be a
xlong-run national policy.* %

in Lincoln’s day led to the Dred
Scott decision  in 1857 and the
Civil War in 1861.

Appeasement of Fascism in our
own day led to Munich in 1938,
and World War II in 1939, and
Pearl Harbor in 1941,

Whither is our present appease-

ing us?

When some group within the
nation becomes "dissatisfied with
some phase of our national policy,
our normal course is to talk it out,
and arrive-at some adjustment on

icans. .
But when we have negligently
permitted some group within the

nourish the inclination to strangle
our national life until this group
gets what it wants; we must ex-
pect to- pay the penalty of our
negligence.

Since we then can no longer
reach any adjustment on the basis
of equal patriotism and mutual
forbearance, we must instead ap-
‘pease that group, by’ offering it

needed- in- order to- satisfy it. .
" Fqual patriotism and mutual
forbearance having ceased to be

be addressed to this group, it fol-
lows. that thrse rearrangements
must be strictly along lines dic-
tated by this groun—like

tlements in 1943--and must be

far pv. lnnlnng 4+~ Raard Aecicigag
for .general ,eriteria,. - Pariciang

'awardmg mamtenance ‘of mem--

this group.-

T

‘agreements-in thé industry or-area’ .’

Board and its predecessor the Na= |

have ‘each been sedulous. to imi- -
| guage.of theé .decisions of peace- .
‘agcncles like ‘the- National Labor < '
- Board, - _the - Federal -

' many other- peacetime ad]udrcat- 2
is .only"

adjudicating administrative agen- '

decisions. that in form' and. lan- '

putants “before them, and. thus °

ing all the force of-the mation at -
whatever ‘is needed 'in order to’
boycotts that' may mtcrfere thh‘,

' Appeasement of theslave power .

ment of the labor power carry- -

the basis of equal patriotism and’
mutual forbearance for all Amer= -

nation to gain the power -and -

whatever rearrapgements may bé .

a basis on which any appeal can’

the.
‘Vhwich settlerment with ‘Hitler in
1938. and the John L. Lewis set-

extensiva enoush to orocure the.
catisfartion, ~and acceptance of-

T —
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Combinations to. raise costs.and
“prices ‘and ‘charge them 'to ' the
‘public-used. to be consrdered mo-
,nopolistic, -

It ‘such’ combmatlons have also
the power to strangle our national

. lite, ‘the “odium of their offense
should ‘far outrun the odlum of

. monopoly.
But today, when labor rarses

_costs and prices and charges them|-

‘to the public, and then threatens
‘to strangle our mational lite!if 1t
. -is.not permitted. to do so, we call
rit” “the democratlc way of domg
“things”l.. ..
- Being an appeaqement not an
'adjudrcatmg agency; the National
“War. Labor’ Board -has ‘never: at;
‘any time had anything to hold on
.to, and {its course of decision:has'
-therefore been haphazard,- floun-'
.dering, - slippery,. and ineffectual,
like the frantic struggles.of a man:
sliding ‘down’ the roof of a barn,’
t - In : Congressional
. hearings Chairman Davis of the’
:National War Labor Board has
emphasized two points:

The first is that the Board never
‘wants a court test of its asserted
Jurisdiction and decisions.

In the Gypsum case and in‘the
earlier  Montgomery Ward case,
the Board avoided a court test by
pleading that its orders were only
-advisory.

In the later Montgomery Ward
suit, which the Government itself
‘had instituted, the Government

Arustrated a court test by sur-,

rendering to Ward possession of
its property several hours before
the court could render its deci-
sion.

years ago. - -
“What Makes Uncle Sam Run?”
may now be appropriately asked
of the National War. Labor Board.

The second point emphasized by |

Chairman_ Davis is that the
Board’s perpetual problem is to
keep on inventing new contriv-

ances—"maintenancé of member-
ship clause”, seizure of plants by
the Army and Navy, and what
have you~-in order:to appease
- labor and induce it fo contmue
work in munition plants in war-
time,

Equal patrrotrsm and- mutual
forbearance—principles on which
eleven million Americans in uni-
form ‘and millions. of other men
and women .in all branches of
American life are now spending
their health, their fortunes and
their lives in all-out war effort——
are not assets in the National War
Labor Board’s balance sheets as
Chairman Davis presents. it “in
Congressional committee hearings.

- “Quid pro quo” is his favorite

phrase, and the current “quid pro|

quo” is “maintenance of member-
ship clauses”.

These “were first “discussed in
the-National War Labor Board in
February 1942 in an inter-office
memo by Roger D. Lapham, an
industry member of that Board
.and its predecessor the National
Defense Mediation Board.

Speaking for the industry mem-
bers of the National War Labor,
Board, Mr. Lapham said:"

“We are a group of men—some
meeting each: other, for the first
time: representing different view-
points, dif‘erent: sections of the
countrv, ‘different industries and
with' different degrees of training
in employer-employee relations.

"~ “Per -contra,  remember ,how
thoroughly labor is organized and.
no wonder. since-the intevests of
labor are- the sole obiectives of
Jabor reoresentatives, There tnay
© be inter-union” feuds, but when it
comes to 2dvocating or ovvosing
matters affecting dnvthing ‘ims=
portant to ' labor;’ all’ facrtions.
Awmerifan’ Federation of Labor,
Congress of Industrial’ Ovganiza=
tiors: ‘or: what not, mstmctwely
unite.”’

“Will anvone ‘denv this state-
mert or charce exagsevafion®.
continnad Mr T anham' “uhen wa
sav that for!the "past niné vears
wa  bhave- had a lahnpe-minded
G oxvprnment—with al] tbrea
hranchas wmava nartial to- labor
then to industry?”

committee’j

{ tional - defense job. . . .

| Aet. -,
- “What Makes. Sammy Run"”»
.was a widely read novel several

“p few months ago,” Mr.- Lap-
ham went on, “a powertul labor
leader defied . the ‘administration

) 'in ‘a way that shocked all think-

ing citizens and, by such’ defiance,
got what he demanded. Had any
‘captain of industry’ acted as John
L. Lewis "did, some way would
have been found to jail him for
contempt and the country would
have  applauded. This is men-
‘tioned only  to emphasize how:
strong a political influence. labor:
wields. Today, the President, has
a group of six labor leaders (three
American . Federation. of Labor

and three Congress of Iadustrial

Organizations) .consulting and ad-

vising - 'with him .on. matters : of:

vital importance. to industry as

‘well as to labor (and mc1dentally,

not pumanly, to the entire coun-
try). But, it is worth noting, that
there is mo similar group acting
in like capacity for business,”
Coming to the “maintenance of
membership” issue, Mr, Lapham
said: .

“On one side—the emphatlc
and. vociferous statements  of
union leaders that they must have

union-shop provisions in all labor:

contracts.  They -demand tais
Board' rule,” whether management
agrees or not, that every man
must join a union to hold a na-
On - the
other side, we have those em-
ployers who haven’t any - closed
shop, ‘union shop, or other form

‘of union- security contracts loud-

ly insisting that they will not
give a union any more than they
are obliged to under the Wagner
. So. here we have two
extreme positions.”

At this point-Mr. Lepham em-.
| braced the philosophy of appease-

ment, and outlined several propo-
sals for “maintenance of member-
ship clauses”, and concluded:

“What then should be industry’s
course . of action?.

“Why not try this out and say
to the War Labor Board (and that
means . the public), ‘We want to
forget. the past and start afresh.
We want to ease our conscience
of any charge that we arenotdoing
and will not do what we can to
bring about maximum production.

. We believe the rapid growth
of unions in this country, fostered
in a political way,. has. caused
plenty of trouble for industry and
has interfered with and restricted
production to the detriment of the
consumer. But we. admit. there
have been,are,and willbe chiselers
in all walks of life and: that
unions, if ‘we .are willing to see
far enough, will not only police
industry -chiseling, but will give
the rank and file better protection
against unfair treatment.’

Every -appeaser=tries to-attach
conditions to his appeasement,
and Mr Lapham ‘was no excep-
tion:

“We would like to know . said
he,: “whether union leadershxp,
such as is represented on the labor
side of the War Labor Board,
would -undertake to cooperate
with management and, . perhaps,
with the assistance. of the War
Labor: Board itself, ask Congress
for certain legislation such as—

“Registration of unions, national
and local. '

“Filing of union constltutlons
and by-laws. :

“Filing of audxted, sworn state-
ments of receipts .and expendi-
tures. - We think this is a reason-
able request because no one can
deny that racketeering exists here
and ‘there, and that unions are
sometimes dominated. by a .mi-
nority, whether ‘for personal or
political reasons. We recognize
that; while it may be un to union
~embers to run their unions- and

-impose their own self-discipline, in
 practice this is far from easy and,

therefore, we ask that responsible
labor leaders join with us in tell-
ing Congress to impose some mqd-
erate legislation requiring- umons
to live in glass houses.

“If we could have such assur-

- ances: we.would be glad to have

the War Labor Board. sav to us:
‘Sign’ a contract "in which’ vony
men  can ‘voluntarily obligate

- sent because:

themselves to umon membershlp
and we will do our. best,. from the'
Chairman of the board down. to
the most junior foreman, to play
ball with the union and go to bat
to .win this war in the shortest
time. possible.””

These conditions, which Mr.
Lapham in his memo to the Na-
tional War Labor Board in 1942
attached to his proposed * malnte-
nance  of membelshrp clauses,”
were short-lived: *

.-Free from any such conditions,

“maintenance  of . membership
clauses”: were granted - by the
Board several weeks afte1 Mr
Lapham’s themo.

Dlssentmd from’ the rest’ of the
Board, .in Apr11 1944, the 1ndust1y
member° of the Board said: ;

“We condemn the ma]orlty pro-:
posed. policy ‘on union mainte-
nance because, in our opinion; its
application contemplates wide-
spread undemocratic restriction of

‘| the rights of workers and of em-

ployers, because.it would spread
more  or less indiscriminately  in
industry a device unproved as an’
aid to production; and because it
would -constitute a potent threat.
to harmonious industrial relations
so necessary now and in the post-
war period.”

“More specifically,” * continued
these industry members, “we dis-

“1, It is contrary to the- prin-
ciples of democratic government
for this, or any other governmen-
tal agency, to make union mem-
bership a condition of employ-
ment.

“2, After more than two years
of contention by the majority that

-union maintenance helps produc-

tion, we' are ‘offered no demon-
stration but, on the contrary, find
in many cases that the reverse
has, unfortunately, been true. -

“3. So-called - ‘union: mainte-
nance;” now to be a Board policy,
h’as permitted the use of a work-
er’s money, dues and- assessments
for political purposes contrary to
the worker’s personal choice and
ideals.

“4 "It is' an affront to .the
patriotism of ~American workers
for an agency of this Government
to offer material reward for a
no-strike pledge in time of war.

“5. Union. discipline,  whether
made possible by a union shop or
by union maintenance, can be and
has been used to halt production
and to force action by the Gov-
ernment, including this Board.
The majority policy contains no
provision against repetition.

“6.. The majority policy, even if
otherwise ‘unobjectionable, is no
guarantee of alert and responslble
union leadership.

“7. We believe ' that the ‘Na-
tional Board’s action in this case
will result in'a loss of prestige and
of stabilizing influence among all
Regional War Labor Boards.

“8. The Board, in effect, is leg-
islating ‘and thereby undertaking
what 'is the function solely of
Congress. .

“9. The Board’s pr oposed policy
tends mev1tably toward a labor
monopoly.”

“Even if we adnutted " said
these mdue;try ‘members, “the ma-
jority’s ~ contention . that union
maintenance makes  for ‘strong
and disciplined unions and, there-
fore, makes for greater produc-
tion, we would have to point out
that in many instances the very
strength and the discipline have
resulted, not in increased produc—
tion, but on the contrary, in
stukee, stoppages, authmwed and
unauthorized, and generally in the
use of the strength and the disci-
pline to exert pressure not only
unon. the employer but upon the
War Labor Board and the Gov-
ernment in general.

“A glaring illusfration of the
use.bv a union of its strength and
- | discipline is the protracted strikes
of coal miners in the summer and
fall of 1943, strikes. which un-
doubtedly retarded the war efforg
becauce of the loss of prdduction,
and which caused widespread suf-

‘| involves steel ‘as the metal most

' feri ing through the wmter amoncr
the' civilian population. This is
an. illustration -of the. use. of !
strength and discipline, not for
production as the majority main-
tain, but to stop production to en-
force a selfish demand.

“Another - illustration “is the
widespread strikes throughout the
steel industry in December, 1943.
It is significant to recall that these
.| strikes -occurred: among the mem-
bership -of the wunion regarding
which the majority opinion states:

‘Stability for this union-is a con- |

tribution to ‘winning the war not
Jonly because, technologically, it

essential to mechanized war, but
also' because, democratically, it
involves the right of the steel
workers to self organization in a
free and secure union, which is
basic to the structure of American
freedom. )

“As a result of the Board’s de-
cision in July, 1942, union mainte-
nance was granted to-steel work-
ers in practically every case that
came before the Board, granted
because of the ‘contention of the
majority that union maintenance
contributed to production. But in
December, « 1943, we find the
President of the United States in-
tervening in-an attempt to per-
suade the same steel workers to
return to work and speed produc-
tion for the war, just as he had
found it necessary to address
radio and other appeals to the coal
miners.

“The statistics on strikes and
stoppages of work in this country
during the period of war fail to
demonstrate that so-called union
discipline, either by way of the
union shop or the Board’s mainte-
nance of membership, can be re-
lied upon to increase production
by preventing strikes -or unau-
thorized " stoppages. - The now
famous Brewster case is just one
more illustration of the fact that
union security, here a union:shop,
can be used to impede production
for the purpose. of - enforcing
union demands.” g

“By ‘the imposition of union
maintenance,” continued these in-
dustry members ‘“the.Board as-
sures .the continued revenue of
the union through union dues.
We know of no private organiza-
tion in the United States, even a
charitable ‘ organization, however
meritorious, whose income--has
been so guaranteed by govern-
mental order. 7

“It would certainly be a strange
contradiction of democracy. to
have a worker's funds used to
promote a candidate or a political
platform to which the worker
himself is opposed. Yet this can
be one of the effects of the Board’s
form of union maintenance when-
ever union ‘funds, accumulated
through dues and assessments, are
used for political purposes.

“The policy now apnounced by
the majority cannot be in the ulti-
mate ‘interest of labor. This pol-
icy, it it is to be a national policy,
should be made so by Congress
and not.. by .an administrative
agency, ard should be coupled
with regulation  also provided by
Congress. “Otherwise the policy of
the Board will tend to a monopoly
of labor, a monopoly for which
Americans will demand regula-
tion. ' Indications of such a public
attitude . are, already apparent.
This Board .will .do ‘labor as a
whole the best service by not
swinging the pendulum too far.”

Tn these criticisms of “mainte-
nance of membership clauses,” all
the industry members of the Na-
tional War Labor Board joined in
April, 1944,

The first step toward a proper
Government labor policy is to get
rid of the Government's present
apreasement complex

. This is a man-size job, but equal
patriotism. and mutval forbear-
ance for all Americans are vrin-

Hugh W. Long & Go. fo
Offer 2 New Tr. Issues

Two new issues. sponsored by
Hugh W. Long & Co., 48 Wall
St., New York City, will make
their appeargnce on Dec. 1, 1944,
at ~an initial offering price of
$12.23 per share. These issues—
Diversified Investment Fund, and
Diversified -~ Speculative - Shares,

‘are series. of the special stock 01 ‘

New York Stocks, Inc.
"Diversified " Investment Fund

designed for generous income, is
in-‘an unusual blo—

introduced
chure, - the ‘cover of ‘which con- -
tains a series of charts illustrating
why generous-investment income
today requires intensive and dili~
gent search. Diversified Invest-
ment Fund represents an invest-
ment in 44 different securities.

|Nine- bonds, 17 preferred stocks,

and 18 common stocks are ap- -
proved for initial purchases. In-
dustrial diversification covers 20
different kinds of businesses. The
issues. selected have been tested

for special qualities which gener-

ally result .in generous income.
These qualities are outlined in de-
tail in the folder. B
Diversified Speculative Shares
is .designed to employ capital to

produce more capital through log-

ical planning for profits, More
than 40 issues have been selected
by -experienced research manage-
ment for their profit possibilities.
In choosing this list, specific qual-

-|ities were required of the indi-

vidual selections. The folder de-
scribing this investment company
lists six such qualities, any one of
which can serve as a basis for a
rise 'in price. .Management ob-
jectives are outlined .in the . bro-
chure, - which emphasizes ' the
premise. that diversification re-
duces risks and broadens the
opportunity for profits.

Commenting on the place of
speculation in an investment port-
folio- today,: the - brochure states,
“Numerous investors have always
been willing to accept the greater
risk, in order to try to increase
thelr investment capital, , Today,
many others are attracted to the
same pohcy, in an effort to com-
bat rising living costs, hrgher
taxes, and reduced investment | in-
come. ' There is a further incen-
tive for pointing mvestment policy
toward capital gains, now . that
income taxes on long-term capltal
gains are half or even less than
half those apphcable to ordinary
income.’

Copies "of literature describing
Diversified Investment Fund and
Diversified Speculative Shares
may be obtained from Hugh W
Long & Co. upon request. v

Funds sponsored by Hugh W
Long & Co. are Manhattan Bond
Fund, - Inc., Fundamental In—
vestors, Inc., and New . York
Stocks, Inc. These investment
companies have a;!ereaate assets
of more than $40,000,000.

- Situation Interesting -
Fred' W. Fairman & Co., 208
South La Salle St., Chicago, IIL,
members. of the Chicago Stock
Exchange, have late statistical
data ~ on -~ Columbus Venetian
Stevens which they will be ﬂlad .
to =end upon request.

ln every other branch of Amerl—-
can life,

If American labor has tempo-
rarily forgotten them, it is only
because good national manners,
like good personal manners, are
habits that. can be learned, and
forgotten, and re-learned.

When this appeasement com-
plex is deleted from our present
Government labor policy, Amer-
ican labor will quickly disown
any inclination to strangle our
Armerican national life, and will
be willing, like all other Amer-
icans, to talk.over all questions
and disputes, and. to arrive at an
adjustment on the. basis.of eaual

ciples that are nafive in Amer-
ican labor, just as they are native

patriotism and mutual forbear-
ance for all Americans.

pitized for FRASER
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Text of SEC's Decision in “'5%

Mark-Up

" Case

(Continued Irom page 2348)

at a gross spread or mark-up over
the current market: of not over
3%, and 71% at not over 5%. The
letter set forth an interpretation
of Section 1 of Article III of the
NASD’s Rules of Fair Practice,!
and stated that the Association’s
District Business Conduct - Com~
mittees had been instructed to en-
force that 'provision, so inter-
preted, having in mind the per-
centage charged in 71% of the
transactions studied. On Nov. 9,
1943, the Chairman of the Board
of Governors and the Executive
Director of the NASD sent a let-
ter, a copy of which appears in
Appendix B of this opinion, to
the District Business Conduct
Committees elaborating upon the
letter of Oct. 25.

On Feb. 9, 1944, the New York
Security Dealers Assoc1at10n (an
informal association composed of
some of the NASD’s New York
members) informed us by letter
that its members considered the
effect of the Board of Governor’s
letter of Oct. 25 to be the adoption
of a -rule limiting spreads or
mark-ups to 5%, and requested
that we direct the NASD to sub-
mit the matter to its membership
‘for a vote as required by its by-
laws, or in the’ alternative that
we set down the matter for hear~
ing at which a_ member of the
New York Association could pre-
sent its views. On May 31, 1944,
William S. Baren, Baron G. Hel-
big and Benjamin S. Lichtenstein,
petitioners designating themselves
as representatives of a “Securities
Dealers Committee,”2 filed a peti~
tion alleging that the aforesaid
letters of Oct. 25 and Nov. 9 con-
stituted a rule, that the alleged
rule was illegal because it had
not been submitted to the mem-
bership for a vote, and because
it had not been approved by this
Commission pursuant to Section
15A(j).3 The petition also alleged
that the NASD’s action was illegal
on other grounds, including un-
constitutionality of the - alleged
rule and of Section 15A of the
Act. It requested us to hold a
public hearing and to issue an
order cancelling and revoking the
alleged rule and declaring it to
be a nullity.

On June 1, 1944, we ordered
that a hearing be held upon the
question - whether the  aforesaid
letters of Oct. 25 and Nov. 9, 1943,
constitute a rule or rules, and if
so, whether we should take any
action pursuant to Section 15A
(k) of the Securities Exchange
Act of 1934 as amended.4 There-
after the petitioners asked that a
trial examiner be appointed - to
take testimony and that a hearing
be held in New York or, in.the
alternative, that they be given an
opportunity to file briefs within
ten days after the hearing, Being
of the opinion that there was no
occasion for taking testimony we
denied the request for a trial ex-
aminer and limited the hearing to
briefs and oral argument. Oral
argument was presented on behalf
of the New York Security Dealers
Association, the petitioners, and
S. C, Parker and Co., Inc. Briefs
were filed by petitioners, S. C.
Parker and Co o Ine, and the
NASD.

The Issues

The petitioners and ‘others be-
fore us contend that the Board,
by characterizing its policy state-
ment as something other than a
“rule,” seeks to accomplish by
indirection what it could not do
directly. They claim that if the
proposal were duly submitted to
a vote of the NASD membership
it would be defeated by a wide
margin, and they repeatedly sug-
gest that the Board has sought to
evade the jurisdiction of this

The primary question for our
decision is whether the Board’s
letters of Oct. 25 and Nov. 9 im-
pose on the membership a rule or
something having the practical
force and effect of a rule. If our
decision- on this point is in the
affirmative, we must conclude
that the policy stated in such let-
ters is null and void, since it was
not submitted to the membership
for approval as required by the
NASD’s  by-laws, ‘and was not
submitted to us as required by
Section 15A (j).5

Organization of the NASD

To understand the nature of the
Board’s action it will be helpful
to consider in broad outline the
framework of the Act and the
NASD in relation to it, as well as

the functions of the Board of Gov-|.

ernors, the District Business Con-
duct Committees, and this Com-
mission in the promulgation and
enforcement of the NASD’s rules.

The act as originally passed in
1934 dealt with the over-the-~
counter markets in very general
terms. Among other things it pro-
vided in Section 15 that no broker
or dealer might use the mails or
any means or instrumentality of
interstate commerce to make a
market for the purchase and sale
of a security otherwise than on a
national securities exchange, or
use any facility of such market,
“in contravention of such rules
and regulations as the Commis-
sion may prescribe as necessary or
appropriate in the public interest
and to insure to investors protec-
tion comparable to that provided
by and under authority of the
title in the case of national secur-
ities exchanges.”

We issued rules from time to
tim2 to implement this provision,
and in the light of experience
gained in administering ‘the: Act
we “filed reports with Congress
recommending {further legislation.
Thus, in 1936, our rules regard-
ing the registration and trading
practices of over-the-counter bro-
kers and dealers were submitted
to- Congress "and Section: 15, by
amendment, was made more spe-
cific in the light of those rules
and the evidence as to how they
operated;6 and 'in 1938 further
amendment. of the Act gave rec-
ognition to the great volume of
trading over .the counter, the
great number of brokers and deal-
ers engaged therein, and the com-
plexity -and variety of the prob-
lems involved, by providing
(among other things) for the vol-
untary registration of associations
of " brokers and dealers which
would adopt and administer their
own rules and regulations in con-
formity with the statute and un-
der governmental supervision.?

The NASD is such an associa-
tion, having become duly regis-
tered in 1939 pursuant to applica-
tion filed with this Commission.8
Its purposes and functions are
prescribed generally in Section
15A of the Act itself, which pro-
vides in pertinent part

“(b) An applicant association
shall not be registered as a na-
tional securities association un-
less it appears to the Commis-
"sion that-

“(8) the rules of the associa-
tion assure a fair representation
of its members in the adoption
of any rule of the association
or amendment thereto, the se-
lection of its officers and direc-
tors, and in all other phases of
the administration of its affairs;

£ - 3 £ iy

“(7) the rules of the associa-
tion are designed to prevent
fraudulent and manipulative

sions or other charges, and in
general, to protect-investors and
the public interest, and to re-
move impediments to and per-
fect the mechanism of a. free
and open market; and are not
“designed to permit unfair dis-
crimination .between customers
or issuers, or brokers or dealers,
to fix minimum profits, to im-
pose any schedule of prices, or
to impose any schedule or fix
minimum, rates of commissions,
allowances, discounts, or other
charges;

“(8) the rules of the associ-|

ation provide that its members
shall '~ be ' appropriately ‘disci-
plined, by expulsion, suspension,
fine, censure, or any other fit-
ting penalty, for any violation
of its rules;

“(9) the rules of the associa-
tion provide a fair and orderly
procedure with respect to the
disciplining of members and the
denial of membership. to any
broker or.dealer seeking mem-
bership therein. In -any .pro-
ceeding to determine whether
any member shall  be disci-
plined, such rules shall require
that specitic charges be brought;
that such member shall be noti-
fied of, and be given an oppor-
tunity to defend against, such
charges; that a record shall be
kept; and that the determina-
tion shall include (A) a state-
ment setting forth any act or
practice in which such member
may be found to have engaged,
or which such member may be
found to have omitted, (B) a
statement setting forth the spe-
cifiec rule or rules of the asso-
ciation of which any such act

~or practice, or omission to act,

is deemed to be in' violation,
(C) a statement. whether the
acts or practices prohibited by
such rule or rules,; or the omis-
sion of any act required there-
by, are deemed to constitute
conduct  inconsistent with ~just
and equitable principles of trade,
_and (D) a statement settmz
forth the penalty imposed.’.

We have quoted earlier in thxs
opinion - the statutory . provisions
for Commission review  of the
NASD’s rules. The Act provides
also for'our review of cases where
the association has taken disci-
plinary action against. a member
Section 15A, subsections (g) an(}
(h),? and for judicial review, o
our orders (Sectron 25(a),).

The NASD is a membership
corporation formed under the laws
of Delaware for the purpose,
among other things, of promoting
high standards.  of commercial
honor. in the ‘securities business,
just' and ‘equitable principles of
trade for the protection of inves-
tors, and self-discipline among
members.

The certificate of incorporation
entrusts the management of the
corporation to the Board of Gov-
ernors and provides for delega-
tion of its powers, subject to the
provisions of the by-laws, Under
the by-laws the twenty-one mem-
bers of the Board of Governors
are elected by and from among
the members doing business with-
in the fourteen geographical dis-
tricts into which the organization
is divided.10 Each governor holds
office for a term of three- years
“and until his successor is elected
and qualified, or until his death,
resignation or removal,”’11

In general the Board is given
the duties and nedessary powers
to manage and administer the af-
fairs of the corporation and ‘to
promote its “welfare, objects and
purpcses,” More specifically it is
empowered to adopt, for submis-
sion to and approval by the mem-
bership, by-laws and rules and
regulations; and it is also empow-
ered to “make such interpreta-
tions, issue such orders and direc-
tions, and make such decisions as
it deems necessary or appropri-
ate, . ., 12

Among the rules and reculations

forcing and administering ‘such
rules.13 In connection with such
enforcement and administration
the Board is given the following
express power:

“(a) To make and issue in-
terpretations of all [such] rules
of fair practice. .. .

“(b).To prescribe such proce-
dure for the presentation, hear-
ing and adjudication of com-
plaints between or against mem-
bers .. . as it deems approprl—
ate; provided, however, that in
any - such procedure District
Business Conduct Committees
shall have original jurisdiction
in the hearing of all complaints,
whether filed by ' a ' District
Business: Conduct Committee or
other person, and that the Board
of Governors shall act as an ap-
pellate body;” and

“(c) To prescribe maximum
penalties, including censure,
fines, suspension. or expulsion
from membership . ., for viola-
tion by a member of . . . the
rules of fair practice .., . pro-

vided, however, that no mem-,

ber shall be disciplined unless

and until ‘the requirements of

Section 4 of this Article are

met.”14

Section 4 sets up basic require-
ments governing notice, hearings
and determinations in trade prac-
tice cases, which requirements are
implemented by the association’s
Code of Procedure for Handling
Trade Practice Complaints. The
Code of Procedure may be altered
by ‘a majority vote of the Board
of Governors unless such action
is disapproved by us “as provided
in Section 15A” of the Act.15

Complaints in - trade practice
cases may be filed by any person
“feeling aggrieved - by ‘any act,
practice or omission of any mem-
bers,”16 or by any District Busi~
ness’ Conduct: Committee - which,
on information and belief, is of
the opinion that any act, practice
or omission of a member violates
the Rules of Fair Practice.17. The
committee’s determination, if dis-

ciplinary action is taken, must in- |-

clude statements setting forth the

member’s act, - practice or omis-

sion, and the specific rule or rules

‘deemed 'to -have been- violated;

whether the act or practices, pro-

hibited by such-rule or:rules, or|..
the omission .of any act .required| .
thereby, are deemed to constitute

conduct inconsistent with just and
equitable principles of trade; and
the penalty imposed.18  Any de-
termination by a District Business .
Conduct. Committee is subject to
review by the Board of Governors,
either on its own motion or on ap-
peal, and upon such review the
Board may take additional evi-
dence and redetermine the case
as it may deem appropriate.19 As
we have stated above, disciplinary
action taken within the NASD is
subject to our review, and our de-
termination is subjject to judicial
review,

In this sefting we turn to a
consideration of the letters, which
are set forth in full in _Appendlces
A and B,

The Nature of the Board’s Action

The Board’s action as revealed
by the letter of Oct. 25 endeav—-
ored to render an “interpretation”
of .a rule of fair practice and to
set forth a workable guide to aid
the District “Business Conduct
Committees to .enforce that rule
as interpreted, “having in mind
the percentage of profit on which
71% of the transactions above
referred to were effected. . ..
It is clear that, in connec~
tion with its duty to adminis-
ter and enforce the Rules of Fair
Practice, the Board of Governors
has the power to “make and issue
interpretations = of” ‘such rules
without the approval of the NASD
membership. The ' question is
whether the purported interpre-
tation, in the words of the letter
of Oct. 25, “does no more than ex-
press what must be clearly im-

called interpretations are set out
in.juxtaposition' below: -

Section 1 of Article III, Rules
of Fair Practice:

“A member, in the conduct of
his business, shall observe high
standards of commercial honor
and just-and equitable punc1-

" ples of trade.”
Interpretation by Board of Gov-
ernors:

“It shall be deemed conduct
inconsistent with just and equit-
able principles of trade for a
member to enter into any {ran-
saction with a customer in any
security-at any- price not rea-
sonably related to the current
market price of the security.” -
The objections to this purport

to be based not on any desire to
charge unreasonable prices, but
upon a fear that members will be
unable  to charge for research
work and. the like if their prices
to - customers must be related
solely  to current prices in the
dealers’ market. The contention is
that a new standard is established
by the “interpretation,” But the
guestion whether  or not a speci-
fied price is “reasonably” related
to current market will depend on
the circumstances of the particu-
lar case, and this principle has al-
ready been codified by the NASD
in its.Rules of Fair Practice, Ar~
ticle III, Section 4, as follows:

“In ‘over-the-counter’ trans-

-actions, whether in ‘listed” or
‘unlisted’ securities, if a member
buys for his own account from

- his customer, or sells for his
own account to his customer, he
shall buy or sell at a price
which isfair, taking into con-

*sideration ‘all relevant circum-
stances, including market con-
ditions with respect to such se-
curity at the time of the trans-
action, -the expense involved,
and, and the fact that he is en-
titled to a profit; and if he acts

-as agent for his customer in any
such transaction, -he shall not
charge his customer more than
a - fair. commission or service
charge taking into consideration
all. relevant circumstances . in-
cluding- market conditions” with:

. respect to such security. at the

“:time of the trangactions, the ex

pense 'of ' executing the order

. and -the value of any service

” he may. have rendered by rea:
son of - his- experience in: and

‘- knowledge of such security and . ..

the market therefor.”

~‘We, moreover, have consistently
held that-fair dealmg with cus- -
tomers imports ‘the charging of
prices reasonably related to the
current market, in the absence of
adequate disclosure to. the' cusd
tomer as to material facts regard-
ing the state of the market, and
our holding  has been sustamed
upon judicial review,20

We think it clear that the Board
of Governors éstablished no new
standard by the above interpreta-
tion which merely calls the atten-
tion of the membership to the
problem of fair pricing in connec-
tion with Section 1, Article III of
the Rules of Fair PBractice. How-
ever, the letters of Oct. 25 and
Nov. 9 go on to state the Board’s
“philosophy” as to what criteria
should be used in determining
whether or not a given price bears
a “reasonable” relation to - the
current market. The question is
presented whether the criteria or
philosophy thug set forth consti-.
tute a.rule or have the practlcal
force and effect of a rule govern-
ing the conduct of members. ‘

The 5% figure is not designated
in the letters as an established
maximum spread. A member tak-
ing a greater spread might or
might not be held to have violated
a Rule of Fair Practice, but he
could not.properly be disciplined
on the ground that he had vio-
lated a 5% . limitation® “rule>
There is no such rule, and we do
not think the letters in queqtion
purport to impose one, * This is
clear from the following languagc

Commission over the alleged

“rule.” They also attack the

Board’s action on its merits and

on the ground that the Act is un-
. constitutional.

acts and practices, to promote
just and equitable principles of
trade, to  provide safeguards
against unreasonable profits or
unreasonable rates of commis-

to be adopted by the Board for|plied in the rule itself, 2T
submission to and approval by the ; whether it has the effect of addmg
membership are the Rules of Fair some duty or standard not other-
Practice, and the by-laws place'wise contained in the rules. For
upon the Board the duty of en- convenience the rule and the so-

in the letter of Oct. 25:
“The Board has the strongest
possible convietion that it would
be impracticable and unwise, if
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* not impossible, to write a‘'rule
-which would attempt to define
specifically what constitutes a
« fair spread or fair profit, or to
say, in exact percentage or dol-
- lars, what would result, in each
and every transaction, in a price
to the customer which bears a
reasonable relationship to the

current market. It does believe, |-

"~ however, that each member is
" entitled -to know what is the
practice -of the membership, ‘as
indicated by the analysis of the
questionnaires,
* District Business Conduct Com-
" mittees have been instructed to
enforce Section 1 of Article IIT
of the Rules of Fair Practice as
above interpreted,  having in
mind -the percentage -of profit
on which 71% of the transac-

tions above referred to were ef- |
fected. In the case of certain,

' low-priced securities,  such as
those selling below $10, a some-
what - higher percentage . may

sometimes. be justified. On the,
other hand, 5% or even a lower,
rate is by no means always jus-

tified.” : Y
¢ Moreover, the following state-
ment is contained in the letter of
‘Nov. § from the Chairman of the
Board of Governors:-and the Ex-
-ecutive Director to: the 'District
Business Conduct Committees:

“The elements which have en-
tered into disposition of business
conduct cases by District bodies.
in the past are not in any way
affected. The price to' the cus-
tomer in any given transaction
will still be- considered in.the
light of all relevant circum-
stances and particularly these
elements:—t h e . percentage of
mark-up over cost'or over the
representative market which~
ever controls; whether the se-
curity is a bond or stock with
an active or inactive market;
the price range, whether low,
medium, or high and the
amount of money involved:
The duestion - of amount of
money involved is particularly
relevant to application of the
Board’'s views in respect to per-
centage of spread or mark-up
on securities selling below $10.”
The Board of :Governors denies

that the objective of the: letters
‘was to limit all spreads. to 5%.
‘In a' letter dated’ June 6, 1944,
from the Chairman.of the Board
"of Governors-in answer to-an in-
quiry by the Chairman of Dis-
.trict Committee 13 21 whether the
:Comumittee was correct-in under-
- standing the Board’s policy—
“as. . constituting . -a. desirable
objective or yardstick to - be
considered by the District Busi-
ness. Conduct Committee in ap-
‘plying ‘the Rules of.Fair Prac-
tice in the light of the circum-
‘stances surrounding the particu-
lar transaction under examina-
- tion.'— §
.the Chairman of the Board. re-
_+plied as follows: ;

.. you are correct in your
understanding that the policy
announced by the Board in its
letter of Oct. 25, and the subse-
quent letter of Nov. 9, 1943, is
not a rule, but should be con-
sidered: by District Business
Conduct  Committees as a de-
sirable objective -or. yardstick,
neither more nor less, and be
employed by.them in the light
of the circumstances surround-
ing-each transaction which may
be the subject of examination
or review under the Rules of
Fair Practice.” . .

" ' 'The main basis of petitioners’
" apprehension that the policy an-
“nounced in the letters foreshadows
“-a practice of limiting “mark-ups
" over current market prices to 5%
-is the following two paragraphs
" in the letter of Nov 9 to the Dis-
~trict ~ Business Conduct Com-

mittees: e .

* “The general import of this
statement and the construction
that should be placed upon it
is that when transactions show
a mark-up of over 5% on the
part of a member, it raises the

and that the

terpretation.. In ‘such.a situa-|statements contained in the letter

*‘tion, a duty is imposed upon
the member to show to the sat-
isfaction of the Business Con-
duct- Committee that no viola-
tion has occurred. °

4 g B £ £

“In the final analysis,  the

Business Conduct- Committee

must be impelled to act where

a member sells securities at a

price which bears no reasonable

relationship to the current mar-
ket. Isolated transactions, where
the spread or mark-up is in ex-
cess' of 5%, may  warrant only
informal inquiry or a precau-
tionary letter but where practice
is established, formal complaint
procedure is the recommended

course.r.”. -k

It is argued  that the Board's
action purports to require the
local committees to file complaints
where more than 5% spreads are
taken as a matter of practice, and
purports to shift the ‘burden of
proof in such a case from the local
committee to the accused member.
Concededly, the announcement of
the 5% figure as the basis of the
Board of Governors’ spread phil-
osophy touches upon the follow-
ing three aspects of' disciplinary
proceedings: :

(1) *“ The circumstances under
which the. local committees are
advised to institute proceedings;

(2) The burden of furnishing
an explanation -of prices  ques-
tioned in'such proceedings; and

(3) - The decision as to what

spreads or mark-ups are to. be’

deemed violations of just and
equitable principles of trade.

The Institution of Proceedings

As we have already noted, there
are two procedures. provided . in
the rules for the institution - of
trade ' practice complaints, both
prescribed . in Article IV of the
Rules of Fair Practice: Section 2
contemplates the filing of formal
complaints by any person “feeling
aggrieved by any act, practice or
omission of any member;” Sec~
tion 3 provides for the filing of
such complaints by g#y District
Business Conduc ﬁommittee.
Nothing is said to indicate whether
the Board of Governors may or
may not file such a complaint on
its. own motion, but. whether it
could do so or.not in a specific
case, plainly it has no authority
to direct’ such :action “in the ab-
stract.- Thus,: even if its language
had been in terms of command
rather ‘than -the ' ‘“recommended
course,” the Board’s action would
not have the force or effect of a
rule. - The institution . of formal
proceedings against members is a
local matter, and the committees
are free to apply their own judg-
ment for determining -when to
bring disciplinary proceedings.

We do not interpret the Board'’s
letters to read otherwise. 'They

specifically. state that-all other!

factors are to be considered in de-
termining when to bring pro-
ceedings. As we interpret the
Board’s action, it constitutes not a
rule but notice to the membership
of what the current trade prac-
tice is found to be and of what
procedure the Board advises the
committees” to follow in ' trade
practice cases. It is not our func-
tion under the Act to attempt: to
control the advice given by the
Board of Governors to: the-com-
mittees with respect to the-insti-
tution of disciplinary proceedings.
The. giving of -such .advice is
within the Board’s general power
and duty to enforce the Rules of
Fair Practice and to promote the
association’s “welfare, objects and
purposes.’22 :

Burden of Proof

Under this heading falls the
statement, contained in the letter
of Nov. 9, to the effect that when
transactions show a mark-up of
over 5% on the part of a member,
“a duty is imposed upon the mem-
ber to show to the satisfaction of
the. District Business Conduct
Committee that no violation has

of Oct. 25.

To speak of formal burdens of
proof in the context of a disci-
plinary proceeding held before a
committee of the NASD may ap-
pear somewhat over-technical,
since the proceeding is heard by
the accused member’s fellow busi-
nessmen who are supposed to
bring their knowledge of trade
practices to bear upon the case,
and make their determination in
the light of their experience as
technicians in the securities mar-
kets rather than as lay jurors or
legalistic judges. Nevertheless, we
think a substantial question  of
justice and fair dealing is raised
by - this part of the correspond-
ence.

If the above statement in -the
letter of Nov. 9 is taken literally,
it means that in any trade prac-
tice case mark-ups of over 5%
are presumptively violative = of
Section 1 of Article III of the
Rules of Fair Practice, and the
burden is on the accused member
to furnish evidence which will
“show to the satisfaction of” the
committee “that no violation has’
occurred.” .In other words, the
complainant would only have to
show mark-ups of more than 5%
over current market to establish a
prima facie case against a mem-
ber, at- which point the member
has ‘the burden of introducing
evidence that will persuade ‘the
committee- that such transactions,
in the light of all the circum-
stances, were consistent with just
and equitable principles of trade.

In our opinion, such an inter-
pretation is inconsistent with the
purport of the letters of Oct. 25,
1943, and June 6, 1944, as well as
with statements in the letter of

| Nov. 9 itself, which expressly rec-

ognize . that pertinent circum-
stances other than the percentage
of mark-up must be taken into ac-
count and  that a reasonable
mark-up may sometimes be less
and sometimes more than 5%. We
therefore think the statement on
this point in.the letter of Nov. 9
is erroneous, and believe that, if
a trade practice case were de-
cided on the. basis of the' pre-
sumption stated,-it -would be our
duty to set aside the determina-
tion upon review. But this means
only that the officers responsible
for the letter of Nov..9 were in
error in: their interpretation of
the Board’s letter of Oct. 25. The
letter of Nowv. 9 was not distrib-
uted among NASD members but
was sent to the various District
Business Conduct - Committees;
over the signatures of the Board’s
Chairman and the . Association’s
Executive Director. The Board, it
will be noted, does not appear to
have authorized or voted upon the
statement in question.

Our conclusion on this point is
that there is at present no rule
on which we may act. However,
it may be  appropriate for the
Board or its officers to notify the

- District Business Conduct Com-

mittees that mark-ups in each
case are to be viewed in the light
of all pertinent = circumstances,
that no presumption of a violation
arises. solely on the basis of a
spread in excess of 5% and that
no accused member. has a burden
of proving -his innocence merely
because his spreads have exceed-
ed that percentage. Determina-
tions by the committees and by
the Board on review must be
based on a consideration of all the
pertinent . factors, of which the
percentage of - mark-up is only
one. .
Decisional Policy

The third aspect of the letters
is ‘that they set forth a flexible
criterion to be used in determin-
ing: what prices, inclusive of
spreads or mark-ups, bear a “rea-
sonable relationship” to current
market, As we have already noted,
the perecentage of spread or mark-
up is only one of the factors per-
tinent to such a determination.
Others .include consideration of
the dollar amounts involved, mar-
ket conditions in the particular

any unusual circumstances inci-
dent to ‘the particular transaction.
The Board also recognizes that the
Association is “devoted to the
principle that its members are en-
titled to make a profit,” as stated

Jin the letter of Oct. 25, The same

principle is embodied in Section 4,
Article IIT  of the Rules of Fair
Practice.

The Board emphasizes that “it
would be impracticable and un-
wise, if not impossible, to write
a rule which would attempt to
define specifically what consti-~
tutes a fair spread or profit, or to
say, in exact percentage or dollars,
what would result, in each and
every transaction,.in a price to
the customer which bears a rea-
sonable relationship to the cur-
rent market,”23" What the Board
did was to serve notice on the
membership that Section 1 of Ar-
ticle III of the Rules of Fair Prac-
tice would be enforced “having in
mind the percentage of profit on
which 71% of -the transactions
above referred to were effected.”
- We have pointed out above that
trade practice cases within the

NASD are heard by the accused |™

member’s fellow businessmen who
are supposed to approach each
case as experienced members of
the trade, familiar with its prob-
lems and practices.. In this set-
ting it appears eminently proper
that investigations of fact, con-
ducted by the Association to de-
termine what the practices of the
membership are in particular re-
spects, should be reported to the
members and considered in the
application and enforcement of
standards of coriduct.

True, ‘the Board ‘was under no

duty to notify the membership of |

its decisional .policies. It -could
take up trade practice cases one by
one and in rendering its deecisions
inform the members of what they
might expect by way of pricing
policies. Often the case by case
method of making policy is nec-
essary. Sometimes, on the other
hand, advance notice can be given.
The Board here determined that
giving - advance notice was the
fairer method, and we see no rea-
son for criticising its determina-
tion or:doubting its good faith.

The giving of such notice does
not establish a rule. The only’
rules: that can be held ‘to have
been violated by a member in
such cases are duly constituted
rules of the Association, such as
the Rules of Fair Practice, as in-
terpreted and - applied by the
committees and the Board.

We do not now pass upon the
merits of the proposed interpreta-
tion or policy to be applied, for
this may be done only upon re-
view of an individual trade prac-
tice case where the pertinent facts
are in evidence and the issue is
whether, upon the whole record,
the acts or practices complained
of are inconsistent with-just and
equitable principles of trade.24

Conclusion

Having examined the corre-|

spondence as it relates to the dif-
ferent aspects of disciplinary ac-
tion, we conclude that ‘it falls
short of establishing a rule. It is
still too early to judge how the

' Board’s announced pelicy will be

applied ' in specific cases. While
over a year has passed since the

- policy was announced, no. appeal

from disciplinary action has been
brought to us in which it was con-
tended that the policy was used as
a rule in the proceeding. We
think it is only fair that the Board
and efficers of the Association be
given credit for good faith with
respect to their statements in the
letters and in their brief, that the
announcement of the policy does
not relieve the committees or the
Board from examining all the
facts, .and that the policy is by
no means an inflexible limitation
on spreads.

It appears that most of the fears
expressed by the petitioners that
the policy will have the effect of
a rule are based on a lack of un-

derstanding of the powers and

tees under the by-laws and the
Act itself, The procedures in the
Act, in our opinion, offer adequate
safeguards against the use of the
policy as a rigid limitation on
spreads. We are satisfied that the
Board’s action - here was well
within the sphere of interpreta-
tion, and under the circumstances
the ultimate insurance against the
dangers feared by the petitioners
is the right to appeal from deci-
sions of the "Association to this
Commission and to the courts.
The contentions they present here
are premature,

We conclude, therefore, that
the policies announced in the let-
ters of Oct. 25 and Nov. 9, 1943,
do not comprise a rule and do not
and cannot have the effect of a
rule, and that no -action under
Section 15A (k) of the Act should
be taken. An appropriate order,
will issue. ) : c

By the Commission (Chairman '
Purcell and Commissioners Healy,
Pike, O’'Brien and McConnaughey)

(Signed) ORVAL L. DuBOIS
Secretary.

. FOOTNOTES

1 Section 1 .of Article III provides:

“A member, in the conduct of -his
business, shall observe high standards
of commercial honor and just and
equitable principles of trade.””

2 Only Helbig is a, member of the NASD.

3 This section provides:

(j) Every registered securities as~
sociation  shall fle with the Commis-
sion in accordance with such rules
and regulations as the Commission
may prescribe as necessary or appro-
private in the public interest or for
the protection of investors, dopies of
any changes in or additions to ‘the
rules of the association, and such
other - information and dociiments as
the Commission may require to keep
current or to supplement the regis-
tration statement and documents filed
pursuant to subsection (a). Any
change in or addition to the rules
of a registered securities association
shall take effect upon the thirtieth day
after the filing of a copy thereof with
the Commission, or upon such earlier
'date as the Commission may determine.
unless the Commissien shall enter an -
order disapproving such change or

. addition; and the Commission shall
enter such an 'order unless such
change or addition. appears to  the
Commission to be consistent with the
requirements of subsection (b) and
subsection (d).”

4 Section 15A (k) (1) provides as fol«

lows: s

“The Commission is authorized by
order to abrogate any rule of a regis-
tered securitics association, if after ap-.
propriate notice and opportunity for
hearing, it appears to the Commission
that such abrogation is. necessary or
apprepriate to assure fair dealing by
the members of such ' association, to
assure a fair representation " of its
members in the administration of its
affairs or otherwise ta. protect, invest-
ors or effectuate the purposes of this
title.” ’

5 We do not here consider the petition-
ers’ argument that Section 15A is un-
constitutional, having consistently held
that such a question may not proper-
ly be decided by an administrative
tribunal. See e.g.: Engineers Public -
Service Company, SEC -
(1942), Holding Company Act Release
No. 3796, affirmed on this point (but
reversed cn other grounds) in Engin-
eers Public Service Co. v. SEC, 138 F.
(2d) 936, 951-953 (App. D.C., 1943,
certiorari granted. 88. L. Ed. (adv.
ops.) 1179, June 5, 1944); Houston
Natural Gas Corp., 3 SEC 664 (1938);
Watson & Co., 5 SEC 1122 (1939); J.
A. Sisto & Co., 7 SEC 647 (1940).

6 Public, No. 621, Sen. Rep. No. 1739
and H. R. Rep, No. 2961, 74th Cong.
(1936).

7 Public, No. 719, 75th Cong. (1938),
popularly known as the “Maloney
Amendment.” And sce Sen. Rep. No.
1455, 75th. Cong., the report of Sen-
ator Malcney from the Committee on
Banking and Currency.

8 National Association of Securities Deal-

ers, Inc., 5 SEC 627 (1939).

9 These provisions are as follows:

“(g) If any registered securities
associatign (whether national or affi-
h_ated) shall take any disciplinary ac-
tion against any member thereof, or
shall deny admission to any broker or
dealer seeking membership.  therein,
such action shall be subject to review
by the Commission, on its own motion,
or upon application by any person ag«
grieved thereby filed within 60 days
after such action has been taken or
within such longer period as the Com-
mission may determine. Application to
th_e Commission for review, or the in-
stitution of review by the Commission
en its own metion, shall operate as a
stay of such action until an order is
issued upon such review pursuant to
subsection (h). : .

."(.h) (1) In a proceeding to review
disciplinary action taken by a regis-
tered securities association against a
member thereof, if the Commission,
;.xfter appropriate notice and opportun-
ity for hearing, upon consideration of

question as to whether there is

s 1 occurred.” This statement pur-
a'violation of the Rule and in-

security, the relationship between limitations on the powers of the
ports to be an explanation of

{ the recoerd before the associatinn and
the member and his customer, and Board of Governors and commit-

(Continued on page 2368)
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such other evidence as it may deem
relevant, shall (A) find. that such
member has engaged dn such acts or
practices, or has omitted such act, as
the association has found him to bave
engaged in or omitted, and (B) shall
determine that such acts or. practices,
or omission to act, are in_violation of
such rules of the association as have
been designated in the determination
of the association, the - Commission
shall by order dismiss the proceeding,
unless it appears to the Commission
that such action should be modified in
accordance with paragraph (2) of this
subsection. The Commission shall lika~
wise determine. whether the acts or
practices prohibited, or the omission
of any act required, by any such ruls
constitute - conduct inconsistent: with
just and equitable principles of trade,
~and shall .so declare. If ‘it ‘appears -to

"'the Commission that the evidence docs
not warrant the finding required in
clause (A) or if the Commission shall
determine that such acts or practices
as are found to have been engaged in
are not prohibited by the designated
rule or rules of the association, or that
such act- as is found to have been
omitted is not required by such desig-
nated rule or rules, the Commission
shall by order set aside the action of
the association. .

“(2) If, after appropriate notice and
opportunity for hearing, the Commis-
sion finds that .any’ penalty imposed
upon a member is excessive or op-
pressive, having due regard to the pub-
lic interest, the Commission shall by
order cancel, reduce, or require the re-

©  mission of such penalty. , . .”

10 Each district.is represented by at least
one member of the Board, the three
most- populous districts being repre-
.sented . by from two to five membhers.
See Article 1V.

11 Article 1V, Section 4. ¥

.12 Article 1V, Section 2,

13 Article VI1I, Sections 1 and 2.

14 By-Laws, Article VII, Section 3.

15 By-Laws, Article VII; Code of Pro-

cedure, Section 26.

16 Rules of Fair Practice, Article IV,
Section 2. 4

17 Rules . of . Fair Practice, Article 1V,
Section 3. '

18 Compare Section 15A (b) (9) of the
‘Act, quoted ahove; By-laws, Article
. VII, Section 4; Code of Procedure,
Section 11.

19 Code  of Procedure, 15

Sections 14,
and 16.

20 Charles  Hughes -& Company, Inc.,
e C (1943), Securities Ex-
change Act Release No. 3464, aff'd
139 F. (2d) 434 (C.C.A. 2, 1943), cert.
denied == U, S. , 88 L. Ed. (adv.
op.) 570 (1944).

21 District 13 of ‘the NASD comprises
the states of New York, New Jersey
and Connecticut.

22 By-laws, Article 1V, Section 1.... e
23 Indeed, such a rule would appear. t

be inconsistent with Section 15A (b)

(7) of the Act which prohibits regis~
traticn of an association’ unless it ap-
pears to the Commission that its rules
“are not designed . . . to impose any
schedule of ~prices, or to impose any
schedule. . . . of commissions, allow-
ances, discounts or other charges.” See
also the .Committee Report on this sec-
tion: |

“ . . Thus, to provide safeguards
apainst unreasonable profits, it is con-
templated that associations may adopt

rules designed to prevent each member,

thereof from exacting in any particular
transaction a profit which reasonable
men would agree was unconscionable in
the light of all the concrete facts and
circumstances of that transaction; but
an association, whether in a bona fide
attempt to prevent or under the pre-
text of ‘preventing unreasonable profits,
may not impose any schedule of prices
or commissions.” (Sen. Rep. No, 1455,
75th Cong., 3rd Sess, p. 7, emphasis
added.) :
24 Cf. Sherman Gleason and Company,
C e——— (1944), Securities Ex-

change Act Release No. 3550.

UNITED STATES OF AMERICA
Before the Securities and Exchange Commission

At a regular session of the Securities and Exchange Commission,
held at its office in the City of Philadelphia, Pa.,.
.on the 25th day of November, A. D., 1944.

In the Matter of
The, Rules of the

NATIONAL ASSOCIATION OF SECURITIES

DEALERS, INC.
File No. 16-1

(Securities Exchange Act of
Section 15A)-

- ORDER

1934—

A petition having been tiled requesting the Commission to issue

"an order cancelling and revoking

an- alleged rule or rules of the

National Association of Securities Dealers, Inc., a national securities
" association registered under Section 15A of the Securities Exchange

Act of 1934;

The Commission having under

taken to consider whether a cer-

{ain “interpretation” of a Rule of Fair Practice and a so-called “5%
“spread philosophy,” announced by the Board of Governors of said
' Association, constituted ‘a rule or rules, and, if so, what action the
_Commnission should take with respect thereto under Section 15A (k)

of the Act;
A hearing having been held

after appropriate notice, and the

" Commission having this day issued. its opinion herein; -

On the basis of said opinion, it 'is
ORDERED, that no action under

(Signed)

By the Commission.

“

APPENDIX A
Natienal Association of Securities
Dealers, Inc, ~
Philadelphia 3, Pa.

: IMPORTANT!
Officers - Partners - Proprietors
To Members of the
National Association of Securities
i Dealers, Inc.:  + et B i

. This ~Association’ was created
- under an Act of Congress passed
in 1938. The title of the legisla~-
tion reads: “AN ACT— ¥ :

“To provide for the estab-
lishment of a mechanism of
regulation among over-the-
counter brokers and dealers
-operating in interstate and for-
eign commerce or through the
mails, to prevent acts and prac-
tices inconsistent with just and
equitable principles of trade,
and for other purposes.”

The first Board of Governors
and the fourteen District Com-
mittees were organized in Janu-i
ary, 1940. Thus, the Board and
ihe District Committees, in con- |
junetion with the staff, have had |
nearly four vears' experience in
administering the affairs of the
Asscciation under the terms of the
legislation.”  The

Section iSA (k) be taken,

ORVAL L. DuBOIS
- Secretary .

afforded to observe the functions
of the over-the-counter industry
as g unit and to deal with its prob-
lems would have been impossible
without the authority vested in
the Association by Congress.

It has been plain for some time
that the major problem confront-
ing the members and the Associa-

tion involved the question of what |

constitutes a fair profit or spread
on transactions with the public
investor -which are not made as
part of a public offering or an
underwriting. -~ To obtain more
concrete facts and to enable the
Board of Governors to solve. this
problem on the basis of known
rather than presumed conditions,
it was decided in January of this
year that examination of mem-
bers in 1943 would be confined to
a study of practices with respect
to ‘spreads.. This examination
{ook the form of a questionnaire,
in which members were asked to
supply pertinent information on
50 consecutive principal transac-
{ions with customers, excluding
certain types of transactions.

The Board has now completed
its study of the facts revealed by
questionnaires filed by 82 per cent

reveals .that ‘the  preponderant
portion of transactions reported to
the Association were effected at a
reasonable spread and, to-a.very

. |large extent, at.a margin which,
‘|in the judgment of the Board of

Governors, -would. be. considered
modest by any fair test. ;
The Board of - Governors be-
lieves that, in the light of its ex-
perience over the past four years,
and with the record before it of
the practices of the industryas

shown by the study of question-’

naires so far examined, the time
has arrived when it can express
its philosophy on what constitutes
a fair spread or profit. “In this
connection, the Board has particu-

larly; but not exclusively, in mind
transactions effected as principal|

where the dealer has no commit-

ment in the. gecurity bought or |

sold prior f{o. the. time the cus-
tomer’s order is received.  Trans-
actions with the public during the
period of initial ‘distribution' in
securities registered under the
Securities Act of 1933, since they
are made at the public offering
price; those . approved by an
ageney of.the Government, such
as the Interstate Commerce Com-

mission; and so-called “secondary”
and . “special” - offerings - were

naturally excluded from out con-
sideration of this question and the
interpretation which follows.

The Board wishes to refer to
Section 1 of Article III of the
Rules of = Fair Practice : which
states:

“A-member, in the conduct of
~his business, shall observe high

standards of commercial ‘honor -

and - just and equitable prin-
ciples of trade.”

The Board of Governors has
approved the following interpre-
tation of the meaning ot that rule:

*“It shall be deemed conduct:
inconsistent = with just and
equitable principles of trade for
a -member to enter into any
transaction with a customer in
any security at any price not
reasonably related to the cur-
rent market price of the secur-
ity.” y

This: interpretation does - no
more than express what must be
clearly implied. in the rule itself,
The interpretation is made, how-
ever, in order to emphasize the
obligation which is -assumed by
every member of this Association
in every transaction with a cus-
tomer. For the further guidance
of members of the Assoeiation
and of District Business Conduct

Committees ‘whose duty it is to|

enforce the Rules, the Board
wishes to point out that, of the
computable transactions reported
in the questionnaires, 47 per cent
were eftected at a gress spread or
mark-up over the current market
of not-over 3 per cent, and 71 per
cent at not over 5 per cent.
These = transactions varied
widely with respect to price, dol-
lar amount, type of security and
degree of market activity, and in-
cluded both listed and unlisted
securities, with the latter, how-
ever, in substantial majority.
The Board has the . strongest
possible: conviction that it would
be impracticable and unwise, - if
not impossible, to write a-rule
which would attempt to define
specifically what constitutes a fair
spread or fair protit, or to say,
in exact percentage or dollars,
what would result, in each and
every  transaction, in a price to
the customer which bears a rea-
sonable relationship to the current
market. ‘It does believe, however,
that each member is entitled io
know what is the practice of the
membership, as indicated by the
analysis of the . questionnaires,
and that the District Business
Conduct Committees have been
instructed to enforce Section 1 of
Article IIT -of the Rules of Fair
Practice as above interpreted,
having in mind the percentage of
nrofit on which 71 per cent of
the transactions above referred to
vrova ~ffertad. In the case of cer-

opportunity i ‘of the ‘membership. = The study. tain low-priced securities, such as

| Association deals: with the public

these: selling below, -$10, ‘a- some-
what * higher - percentage ~may
sometimes be justified.  On -the
other hand, 5 per cent or even a
lower rate.is by no means always
justified. The. Board. has in-
structed District. Business Conduct
Committees - to' be particularly
critical of the spreads in transac-
tions .where a member purchases
or sells a security for his own ac-'

count on a . securities exchange|.~

and effects the other side of the
transaction with his customer on
a principal basis.

This ' Association  is devoted -to

the principle “that its members; "

are entitled to make a profit; and,
j1'vf_acting as an-agent, to charge a
air
charge. The Board of Governors
believes that, in many  instances,

profits realized by an impressive|

numpber of our members are-low
in relation to their cost of doing
business and the service rendered
their clients, It is convinced that
the price to the customer must be
reasonably related to the: current
market price of " the  security,
where the transaction is consum-
mated on a principal basis. Where
consummated on' an agency basis,
the commission. charged. the cus-:
tomer .must’ not be. unfair and
should - not 'exceed  ‘the ' amount
which,; were the member to act
as a principal, would be in accord
with the standards of practice
discussed above.

Finally, the Board is convinced
that, if every member of this

on. the basis of this principle and
is guided by the practices which

are satisfactorily serving the best |
interests of a large majority of|

the membership and the business
at large, the question of fair profit
or spread will disappear as a
problem. = The immediate and
long-term effect will be bene-
ficial, both from the standpoint
of our.relations with the public
and the character, volume and
profits - of the over-the-counter
business. ! :
Very truly yours,
For the Board of Governors,
HENRY G. RITER, 3RD,
Chairman.
October 25, 1943. * :
Note: Additional copies of this let-
-ter may “be- obtwined. from- the
Executive Office in Philadelphia.

. APPENDIX B

Letterhead of National Associa-
tion of Securities Dealers, Inc.

November 9, 1943.
(Name of Addressee)

In a letter dated October 25
from-the Board of Governors, the
membership was informed of the
philosophy or policy of the Board
on what constitutes a fair profit
or spread. The letter said that
District. Business Conduct Com-
mittees have been instructed to
enforce Rules of Fair Practice in
keeping with the standards de-
veloped therein.

It is presumed that every mem-
ber of a Business Conduct Com-
mittee is familiar with the con-
tents of that letter. It should not
be necessary, therefore, to refer
herein to passages other 'than

those which. bear directly on the} .

work of the Business Conduct
Committees.

. Certain ' questions are immedi~
ately raised: .

What is the effective date for
enforcement of the standards set
forth in the letter of October 257
What is its . effect upon pending
complaints — complaints upon
which decisions have not been
rendered? What is its effect upon’
policies to be pursued by Business
Conduct Committees in considera-
tion of transactions of a date prior
to the letter? :

The effective date for enforce-
ment of the standards set forth in
the letter would be the date of
receipt by the member and in no
event later than:October 31, 1943.
The standards do not apply retro-
actively. Therefore, pending

commission, or. service|

 and disposed. of in line with poli- -

cies of the Committee prevailing

prior to that date. iy

.. From the standpoint of Business

Conduect: Committees, the several,

passages ‘in’ theletter which’are

most - significant. are " discussed "

belowis. o5 o a8 T

* . “The*Board ,wishes, to'refer.:

to” Section . 1- of . Article IIT ‘of
the Rules of Fair Practice'which -

cgtatess! fL = o AT E lh ¥

L Armember, in the conduct

_of "his:'business, ‘shall ‘observe

“high standards .of  commercial '
honor and just' and  equitable

principles of trade. 2 o

... “The Board of Governors has -
“approved the following inter--
pretation of the meaning of that
rule: - » g A

It shall be deemed conduct
inconsistent with just and equit-*

" able ‘principles - of " {rade ‘for a
member ;- to -enter into ~any
transaction’' with a-customer, in
any <ecurity at any price not
reasonably related to the cur-

. r;:xxt}market price of the secur-

- ity el 1y

-: The term “reasoriably related to.

-the current market. price” is"a -

flexible standard. -As pointed out

-4n ‘the letter: ofy October-25, -this .

presses in language what must be
clearly implied in the rule itself.
Disciplinary :‘decisions - involving
application' of this rule have con-
‘sistently been based on the con--
clusion 'that the: price being “un=-
fair,” it violated “just and equit-
able principles of trade.”. The
'interpretation, therefore, serves to
implement the application of this
particular rule. i
Difficult factual questions may
be presented in determining “cur-
rent market price” in such in-
stances ‘as when trading may be
in such smalil volume or so infre-
guent .as to make it difficult to
determine if -a. “market price”
exists, and, if so, if it is “current.”
The size of the market on the bid
and asked, ‘the amount of the
spread between the bid and asked,
| whether the member is the “mar-
ket” for the security and, if so,
whether there exists a dependable
“market” ' independent - of the
member, are among the factors
which ‘will ‘require careful con-
sideration. s :
The letter of October 25 fir-
ther said: X
“The Board of Governors be-
lieves that, in the light of its
experience over the past four
years, and with the record be-
fore it of the practices of the
industry as shown. by the study
of questionnaires so far ex-
amined, the time has arrived
when it can express its .phi-
losophy - on what constitutes a .
fair spread or profit.”

The Board in its use of “spread’”
and “profit” (the terms commonly
employed in the business), had
reference to what ‘Business Con-
duet: Committees describe ' as
“mark-up” over the current mar-
ket price.

The letter continued:

- “In this connection, the Board
has particularly, but not exclu-
sively, .in “mind transactions
effected as principal where the
dealer ‘'has no commitment. in

"the  securily bought or sold.
prior to the time the customer’s
order is received.” .. -

and, ; ;
“The Board. has instructed

District Business Conduct Com-~
- ‘mittees to be particularly criti-

cal of the spreads in transac-

tions where a member pur-s
_chases or sells a security for his
own account on a securities ex-
change and effects. the other
side of the {ransaction with his
customer on a principal basis.”

These passages deal specifically
with two types of transactions
which the Board feels deserve in-~
dividual treatment and exacting
serutiny - by Business Conduct

complaints and transactions of a
date prior to October 25, the date
of the letter, would be considered

Committees in the light of the
stondards set forth in the letter.
For the administration of Sec-

-interpretation’;no.‘more’ than-ex»."y.

d ,_fOI’ _F RASER
er.tlg_yisfgd org/
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“tion'1 of ‘Article III of the Rules
and the. interpretation given,.the
letter of October 25 comained the
following guide:

*, District Business Con—
“duct Commltteeq have ‘been in~
“structed' to enforce Section 1- of

Article III of the Rules of Fair
*Practice " as  above' interpreted,

“having in mind the percentage j
© of profit on which 71% "of the|!
transactlons above 1eferred to ..

" were' effected.

“In the -case’ of certain low-
priced securities;, such as those|.
; selling" below $10, a somewhat ||
higher " percentage may some- |

' times be justified: On the other

" hand, 5% or even a lower rate|
'is 'by no means' aIways justi=- ;

'

_ fied.”

The - general
statement and - the .construction
that should be placed upon it is
that, when' transactions show a
‘mark-up of over 5% on the part

of a member, it raises the ques-|,

tion as to whether there is-a vio-
lation of the Rule and interpreta-
tion.  In such a situation, a duty
is 1mposed upon the member -to
show to. the satisfaction of the
Business Conduct Cémmittee that
no violation has occurred.

* It should be borne in mind: that
if a representative market price
exists independent of the activity
of ‘the member, there will be no

violation of the Rule or of the in-|.

terpretation on a bona fide inven-
tory profit.realized by.the mem-
ber, regardless of ‘the amount of
such profit, so long.-'a\s the trans-
action . is” at a price Teasonably
related -.to. the .current malket
price of the security.
The elements which-have en-
. tered into disposition of business
conduct cases by District  bodies
in-the past are not in any way
affected. The price to the cus-

tomér in any given' transaction’

will still be considered in the
Tight of all relevant circumstances
and particularly these elements:—
the percentage of mark-up over
cost ‘or over . the - representative
market, whichever = ' controls;
whether the security is a bond or
stock with an-active or inactive
market; the price range; whether
low, medium, or 'high and the

amount of money involved. The|

question. of amount of money in-
volved is particularly relevant to
application_of the: Board’s views
in respect to percentage of spread
or mark-up on- -securities sellmg
below $10.°

In- addmon, Busmess Conduct

Committees should have in mind

the following passages:
_“This “Association is devoted
. to -the principle  that its mem-

- . bers are entitled to. make a.

. profit; and, if acting as an
- agent, to chaxge a fair commis-
. sion or service charge.-
- .. Where - consummated . on an
. agency - basis; the commission
charged the customer must not
.'be unfair and: should not ex-
. ceed. the amount- which, were
. -the member fo act as a princi-
- pal, would be in accord with the
3 atbandards of praetlce dlscussed
OVe ”»” .

: It follows that the. above may
i not be contravened by a-combina-

tion of - charges—~such as a com- |

. mission ‘and service charge or-a
service charge alone--the aggre-
gate or amount of which -would
violate the standards set forth,

© As pointed out in the letter,
transactions. with the ‘public dur-
ing the period- of initial distribu-
tion of securities registered un-
der the ‘Securities Act of 1933, in-
cluding investment trust shares,
and transactions that. are con-
summated.as a part of an. under-
writing or public offering of the
several kinds common in the busi-
ness today — these {ransactions
were ‘excluded from the Board’s
consideration in arriving at’its
policy and its interpretation of
Section 1, 'Article III

To sum up:

- In the final analysx; the Busi-
ness Conduct- Committee must be
imnelled-to act where a member
sells- securities at a - price ‘which

Jmport of 'this '

SEC Renders Decision
- On “'5% Spread’’

(Continued from page 2347)

; ERTY-LOVING PEOPLE ON TWO PRINCIPLES FOR
WHICH THIS PAPER HAS CONSISTENTLY FOUGHT:

1. The mere size of a spread, in and of itself, creates
no presumption -of any. lmpropnety, and :

- 2. The spread: taken does not shift the burden of
'proof in-a - disciplinary proceeding. Those who. accuse
have that burden, and not the- defendant.

" The opinion emphasizes that:
- “The Board also recognizes that the Association ‘is

to make a profit.”

. May we point out that in its interpretation the NASD
created the duty to explain spreads in excess of 5%, It did
not limit such duty to cases in which a profit was realized.

Now that such “duty” has been expressly removed by
the Commission we feel safe in saying that over-the-counter
dealers and brokers may regard the 5% bogey. as non-exist-
ent, and only-such transactions may-be' properly criticized
on which ‘unreasonable profits have been realized, or in
which there has been concealment of ‘facts which should
have been disclosed, or those characterized by fraud.

- Special service and the cost of doing business again
become factors in calculating profits and enter into the
estimate of “high standards of commercial honor and
just and equxtable principles of trade.”

_ Small dealers and brokers in the securities fleld have
thus achieved the opportunity for their survival, a credit to
their spirit, and to the fine understanding of the large in-

| vestment bankers as well.

Since the Commission has empha51zed the profit motif,
‘and indicated the propriety of the NASD’s: advising the Dis-

trict Business Conduct Committees that no presumption of a|

violation arises out of a spread, even though it be in excess
of 5%, and; further, that such spread does not of itself place

upon.a member the burden of proving his innocence, whal}

remains of the “5% interpretation”? In effect, only that part
which provides that prices shall be reasonably related to the
current market price. :

This, of course, is nothing new, and is an interpretation
which the Commission attempted to apply before it was as-
serted by the Governors of the NASD. In that sense it was
the baby of the SEC before the NASD conception. .

In line with the quotations we have given, it is difficult
to see what remains of the interpretation which:is new and
capable.of enforcement.

Desplte the Commission’s conclusion that the 1nterpreta-
tion is not a rule, it seems to us.that the petitioners have
won a signal; if not a complete, victory.

We congratulate the Securities Dealers Committee, the
New York Security Dealers Association, and S. C. Parker
& Co., of Buffalo, N. Y., together with Frank Dunne, William
S. Baren Baron G. Helblg and B. S. Lichtenstein, for their
‘courageous- persistence in bringing this issue to a decision.
Also to be commended are Edward A. Kole and A. M. Metz,
attorneys for the Securities Dealers Committee, and Frank J.
Maguire, attorney for S. C. Parker & Co., who so ably han-
dled the legal phases of the matter for those who acuvely
opposed it -

Believing that the Commission erred in fmdmg that
the so-called interpretation is not a rule, and believing
" that permitting this to stand would constitute a dan-
gerous’ precedent we are hoplntf that an appeal will be
~ taken.’ :

‘devoted to the principle that its members are entltlcd‘ |

bearq rio reasonable relationship
to the current market. ‘Isolated
‘ransactions, where the spread or
mark-up is in excess of 5%, may
warrant only informal inquiry. or
a precautlonary letter but where
practice is established, formal
complaint procedure.is the rec-
ommended course.

Consideration of practice also
enters into mark-ups below 5%.
The Board has established neither
a minimum nor a maximum profit
scale. A member whose practice
it has been {o handle certain types
of transactions at 1, 2, 3 or 4% is
not to assume that any new stand-
ards have been set permitting him
to revise upward his practice on
these types of transactions. The
same scrutiny as has heretofore
been given to mark-ups of what-
ever size should continue to be

rapplied by the Business Conduct :n

Committees, which scrutiny will
be aided by Association records
showing practice of the past.

Out of enforcement of the prin-
ciples set forth in the letter of
Oct. 25 should come that degree
of uniformity in Association dis-
"iplinary procedure ‘which has
'ong been sought. The Board had
this objective in mind when it de-
cided to set down its'views on the
subject of fair prices. :

Very truly yours,
(Signed) Henry G. Riter, 3rd,
2 Chairman.
(Signed)  Wallace H. Fulton,
Exec. Dir.

Question Bond Price Levels

Kaiser & Co., members of the
New Vork and San Francisco
Stock Exchanges, have ‘prepared
interesting analy51s entitled

* November 28, 1944

DIVIDEND NOTICES

AMERICAN LOCOMOTIVE COMPANY

30 Clmrch Strect 74.”:} New York 8, N.Y.

. PREFERRED DIVIDEND No. 146 - .
"COMMON. DIVIDEND Nos. 75 and 76

Dividends of one dollar seventy five cents ($1.75) per share
' * ‘on the Preferred Stock, of twenty-five eents (23¢) per share on -
-~ the Common Stock and also a year end dividend of thirty cents -
(30¢) per share on the Common Stoc k of this Company have
" been declared payable December 28, 1944, to holders of record
at the close of business on December 8, 1914,

Transfer books will not be closed. Dividend checks will be
mailed by the Barikers Trust. Company on December 27, 1944

CARL A. SUNDBERG, Secretary -

E.l. pu PoNT DE NEMOURS

3
& ComPANY

WiLMINGTON, DELAWARE: November 20, 1944

The Board of Directors bas declared this day a
dividend of $1.12%4 a share on the outsts anding
Preferred “Stock, payable January 25, 19435, to
stockholders of record at the closc of business on
Jnunry 10, 19455 .also :$1.50 a share, as the

“year-end’ "dividend for 1944, on the outstand=
ing Common Stock, payable December 14, 1944,
{o stockholders'of recard at the close. of business
on November 27, 1944

\\' F. RASKOB, 'S('cu]/_m—{

A HOLLANDER & SON, INC.

COMMON DIVIDEND

PREFERRED
DIVIDEND

At a meeting of the Board of Directors

held November 27,1944, a dividend of
one dollar ($1) per share was declaredt.
on the Cumulative Prcfzrred Stock:
Convertible 4% Series A of the Com-.
pany, payable February 1, 1945 to.
stockholders of record at the close of
busmcss January 5, 1945. Checks wil

: be mailed.
x saly W. M. O'CONNOR

Novemlm 97, 1944 Secretary:

A dividend of 25¢ per
share on all outstanding

- A common- stock has been

declared November 27, payable December
15 to stockholders of record at the close of
business on December 4, 1944,
AN EXTRA DIViDEND o 50c per share
has also keern declared payable as.follows
to stockholderz of record at the cioze of
business on-December 4: 25¢c payable .on
December 15, 1944 and 25c¢ payable on
January 4, 1945,

Checks will be mailed.

Newerk, N. 1. Albert J, Feldman
November 27, 1944 Secrefary "

The final dividend for the year 1944
of fifty cents (50¢) per share has
been declared on. the capital stock
of The Borden Company, payable
December .20, 1944, to stockholders
of record at the close of business
December 5, 1944,

) E. L. NOETZEL

v Novewber 28, 1944 Treasurer

Allied Chemical & Dye Corporation -
61 Broadway, New York

] November 28, 1944
Allied Chemical & Dye Corporation
has declared quarterly dividend No. 95
of Ome Dollar and Fifty Cents ($1.50)
pershare on the Common Stock of the
Company, payable December 20, 1944,
to common stockholders of lcuml at the
close of business Deceniber 8, 1044,

W. C. KING, Secretary

J. 1. Case Company
(Incorporated)

Racine,:, Wis,, November 28,

A dividend of sl 5 pu share upon the rut-

standing Preferred” Stock of this Company has

been declared m\yuble January ' 1,. 1945, and

a dividend of $1.00 per share upnn the out-

standing $25 par value Common Stock of this

1944

- tompany has- been declared payable December
23, 1944, to holders of record ab the close of |

business’ December- 12, 1944.
oy .~ THEQ, JOHNSON,. Secretary.

(OmeRciAL [stsnmnﬂﬁlsx

- CORPORATION

Commoan Stock, Dividend

1A quarterly dividend of 50 cents per share b

cash has been declared on'the Common Stocks
of COMMERCIAL INVESTMENT TRUSY
CORPORATION, payable January 1, 1945,
to stockholders of record at the close of busi:
ness December 9, 1944, The transfer books
will not close. Checks will be mailed,

7JOIIN L SNYDER, Tzea\um,

"Novi cmbcr ”S, 1944,

. The Western ‘Union
Telegraph Co.

i DIVIDEND NO. 271 ..

A dividend of 50 cents a share on thp Class
A stock of *this company has been déclared,
payable December 15, 1944, to stockholders of
record at xhe close of business on Novemb“r
24, 1944..

G, K. IYUNTINGTON

Nmembef 14, 1944, Treasurer,

“Some Reasons for Questlonmg
the Present High Level of Munici-
pal Bond Prices.” Copies of this
analysis may be had from the
firm’s New York office at 25
Broad St.. or the' San Francisco
office in"the Russ Building,

Holiday Bonus

BROOKLYN, N. Y.—A holiday
bonus for employees of over one
year’s service was announced bv
Security Adjustment Cor p., . 16
Court Street. The bonus 1s the
same as last -year, andis bemg
made earlier this year to enable
employees wishing to buy extra
"bonds in’the 6th War Loan to do

THE TEXAS COMPANY..

.

A dividend of 50¢ per share or two per
cent on par value, and an extra dividend
of S0¢ per share or two per cent on pat
value, was declared October 27, 1944 cre
the shares of The Texas Company, pay-
able tespectively on January 2, 1945 and
December 15, 1944, to stockholders af
record as shown by the books of the
company at. the close of business on
November 24, 1944, The stock transfer
books will remain open.
L. H. LINDEMAN

redsiver

169th Consecutive Dividend paict
by The Texas' Company and its
. -predecessor.

so. War Loan bonds are being giv-
en direct by'the Corporation to
the membels of the Sales Dopm‘t .

ment. . |

hitized for FRASER
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Protecling Mmonty Stockholders

(Continued from page 2349)
class, particularly where by use they do you,” then the mmonty

of some legal device or by en-
trenchment in control, the corpo-
rate minority has been enabled to

obtain and perpetuate its control. |

So that when son frequent -occa-
sions ‘I use ‘the term “minority”
I do not want. it to be understood
as necessarily being a restrictive
term but, more often than not, as
meaning a “majority.”

Public and Private Corpora-
tions: I want a second basis -of
understanding and that is, in con-

sidering the protection of the cor-,

porate minority, we are consider-

ing a public as opposed to a pri-

vate corporation. Here my line
of ‘definition between the two is a
practical rather than a legal one.

When a man organizes.a corpo-

ration to take title lo a piece of|

real estate so that he may avoid
personal liability on the bond that |
accompanies the usual mortgage,
or when a shop dealer puts “John
Jones, Inc.,,” over a front entrance
of his delicatessen store, or even
when three or four men get to-
gether and each agrees to put up
$5,000 in a business venture and
organize a corporation for the
purpose; that is a private or close
corporation, as distinguished from,
to use the other extremes, Gen-
eral Motors, which has some 400,-
000 stockholders, and various
Standard Oil companies whose
varied members of stockholders
approximate .100,000, to use only

two of the many examples that|

you yourselves are familiar with.

We do not have to concern our-
selves here with any legal defini-
tion to distinguish between close
or private corporations and pub-
lic corporations. For our purpose
and perhaps even for legal pur-
poses, an adequate definition
would be to consider a corpora-
tion that has its stock listed or
traded in on a public stock ex-
change ‘as a public corporation.

Nature of Vote: One other thing
I want to discuss at the outset
and that is the nature.of the vote.
The right of vote, of course, is the
source of power and consequent-
1y;..a protectlon to minorities,
However, it is primarily'a meth-
od of determmmg the will of a
temporary or permanent major-
ity or of a minority, empowered
by the apathy of or other restraint
on a majority. Once the'vote has
been exercised to put a majority
or. a minority in power, it be-
comes: a source of danger to un~
represented minorities unless it is
restrained by some ethical con-
cept or held in check by the pro-
visions of writfen or unwritten
law, the difference between.the
latter . being, as ‘you - doubtless
know, that written law is statu-
tory law and unwriten law is the
law made by judges and declared
by judicial precedents.

II—Protection of Minorities
—Generally

I believe in the democratic con=
cept because,-among other rea-
sons, I believe that it furnishes
the greatest measure of protec-
tion to minorities. Though the
first and most' natural connota-
tion of democracy is majority
rule, the use of the word suggests

to me, at least, no less forcibly,

ran associated covenant-—a duty
that arises concurrently with the
privilege of majority rule—of to*
day’s temporary majority to so
conduct itself as to give full and
adequate protection to the mi-
nority.

Under the democratic concept,
the primary measure of protection
for minorities, should be found
in the application by the major-
ity itself of the ethical and prac-
tical injunctions of the Golden
Rule. If today’s majority will re-
alize that its greatest protection
tomorrow may lie in the realiza-
tion by today’s majority that “Do
unto others as you would have
others do unto you” is safer in the
long run than “Do others before
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has " a solid' ‘basé of protection
‘against the possibility of, unfair
treatment by the group in control. |

Buf ethical concepts, ethical in-

junctions, without immediate and
recognizable sanctions. are  not
enough in this material world.
They must be translated into spe-
cific laws that carry with them
specific and tangible sanctions.

So though the thoughtful con-
clusions. of a John Locke were
carried  into the preambles of our
various ~ political . ~Constitutions,
they had to be supplemented by
Bills of Rights and bodies_of stat-
utory law before we could expect
general recognition of and adher-
ence to the ethical principles that
dictated their form and substance.

So too in the field of economics,
the protection. of our corporate
minorities required more than a
democratic law that recognized
and exitended these fundamentals
and democratic principles.

Our. existing corporate concept
is based upon and extends into the
economic field - the = democratic
principle upon which our political
state is based. Let me develop
that thesis.

Universal Suffrage: The theory
of universal suffrage gets greater
practical recognition in the Amer-
ican corporate field than it does
in the American political world.
Considering for a minute the po-
litical world, we might note that
universal suffrage in the minds
of democratic peoples carries with}
it a moral connotation. In a demo-
cratic country such as ours, ev-
erybody believes he has  a moral
right to vote. Everybody con-
siders it is an inalienable natural
right that attaches to his status
as a member of the community,
however limited biologically and
educationally he may be for a
reasoning expression of his polit-
ical will, But few people realize
that Platb s theory of government
contemplated that expediency de-
termined . how widespread the
vote should be and - that the
“moral right” theory of suffrage,
toward wnich our general think-
ing Jeans and which was made
popular- by Rousseau and . other
French philosophers, is to be re-
jected by today’s Somologlsts and,
as a practical matter, in various
parts of the country, is still re-
Jected for racial, educational, eco-
nomic and practlcal reasons, of
which some are expedient "and
some hypocritical,

Nevertheless, as I said a mo-
ment ago, in our basi: corporate
concept we have no limitation on
the doetrine of universal suffrage,
Down South, in some communi-
ties, the Negro may not cast a
political vote whlle, if he owns
a share of stock in a corporation,
his dollar vote is as effectual—or
at least no more ineffectual—than
that of his white neighbor who
denies him his right to. political
expression.

On the other hand, the greater
recognition .of umversal suffrage
in our corporate structure is.tied
in with franker recognition of the
paramount rights of capital. In
our political state, each individual
has a vote. In the corporate struc—
ture each dollar votes.

Will of Majority: In both our
political and corporate concepts,
subject to the paramount right of

' regulation by the State, the will

of the majority rules and in the
corporation, as in the State, the
will of the majority outweighs
other  considerations even to the
point of visiting the costs of the

errors of judgment of the major-|

ity upon the minority. Here again,
however, we find greater justice
in the' corpprate scheme. A po-
litical majority or a minority in
power may act maliciously and
visit injury upon the minority and
the minority has neither recourse
nor reparation. In the corporate
sphere, however, the majority er-
rors of judgment must be hon-

est. If they are selfish or w1lfu1
the minority can recover 1ts dam-
ages. |

Restraint on Wlll of MaJorlty'
The rationale "of our corporate
law is keyed to the doctrine of
rule of the majority restrained by

(1) rules of statutory law; (2) the|

judicial rules of protection against| ently. waging. & -worldiwide: war

frauds; and (3) equity rules:that
prohxblt violation . of ﬁducw.ry
rights.

In our corporate world we
have the added protection I have
just mentioned, i.e.; the <legal|"
rules -of repartion for wilful .or

negligent damage, that are com-|.

mon to all contractual relation-
ships.

Demeocratic Even Though Vol-
untary: It must be remembered
that the corporate relationship is
a contractual relationship ' and
when we realize that it is volun-
tarily assumed—for ‘participation
in the corporate enterprise isvol-
untary, while living in a commun-
ity is compulsory—one must ad-
mit that the rules laid down for
he corporate relationship ' show
up well from a demoecratic stand-
peoint in eomparison with the po-

litical - rules in our democratic

community.

Analogy Political and Corpo-
rate Structures: As a matter of
fact, the corporation, as originally
conceived, might be said to be a
microcosmic counterpart of ‘the
structure of the democratic state;
it has a basiec constitution — its
charter — assuring universal suf-
frage. It has self-governing laws
—its by-laws; it has an internal
governing body selected by-and
represented by the majority—its
directors and.like all democratic
political institutions, it derives its
powers and privileges from and is
subject to the restraints imposed
by .the will of the political ma-
jority expressed through the le-
gal channels “of the State.
majority has its rights and duties
and the minority its privileges
and obligations. The directors
elected by the majority become
fiduciaries and are charged with
and act for the benefit of the
members of the minority as well
as for the majority. ~As in,our
political set-up, once an election
is over, the elected President of
the United States becomes the
President of all the péople, simi-
larly, the officers elected by the
directors become the agents of the
corporation, and bind all its
stockholders with all the- disabili-
ties and obligations that the law
puts upon agents.” These are the
highest measures of protection
our law can offer, making the ma-
jority, through their representa-
tives, its brother’s keeper. And
the rule has been extended on oc-
casions, but with reservations,
that charges the majority itself
with that relationship to the mi-
nority.

Corporations Historically: You
must not be misled into believ~
ing that because I stress the dem-
ocratic nature of our -corporate
structure, that the corporation is
the .invention of the democratic
state. Corporations originated
with the Romans and the Greeks.
As early as. the time of Solon,
600 B.C., associations were per-
mitted for the purposes of affec-
tion, business or religion; and the

Civil Law of ancient-Rome made | )
: ture relieved the majority of. this

. minority domination, by provid=
.ing that holders of twe-thirds of

much of corporations. The fact
of the matter is that corporations,
being authorized . by the State,
partake - of the aristocratic - or
democratic nature of the particu-
lar State, and one of our tasks
today is to maintain that principle
and see that our political state

dominates our corporations 'and|
. . paid the fair value of the. stock

. so found so -that the majority

that our corporations, evolving
from a democratic birth do not
attain an aristocratic maturity.
And what is of even greater im-
portance is that we see to it that
our corporations becoming 'the
dominated instruments of an aris-
tocratic economic minority—asdn
a large measure they have—do
not destrpy the democratic. funda-
mentals upon which our political
state is based. This, I need not

The'

' remaining one-third.

sdy, is a real and not a fancied
danger, for everyone here: present
at'some stage in his privatecon-
versations, has discussed and dep-
recated the corporative state that
Musselini promoted in ‘the ‘dark,
modern age that is just. begm’-
ning  to - pass - in Europe, an

need not tell you, we are pres-

to destroy  a web .of political, so-
cial and economic doctrines woven
about, enforced- and ‘ epitomized

by the dominant corporate state

III—Struggle Between Ma,)onty
and Minority -

I need not- tell .you that” be-

"tween the democratic concept and

its realization lies a long and ar-
duous struggle to maintain a bal-
ance between democratic and an-
ti-democratie tendencies - a:n.d
forces. 'Too many of our politi-

cians. and statesmen have told:us’

in the. last few years; that democ-
racy cannot be static for me to
labor the point here. The struggle
for pewer between political ma-

jority and political minerities, be-|:

tween political minorities them-
selves, “the ‘tendeney - of - political
majorities and minorities to abuse
power and pnvxleges once gained,
are duphcated in om corpmate
economi¢ world.

In law and in morals, it is ax-
iomatic, of ' course, that 'every
right carries with it a correspond-
ing duty. The right of the minor-
ity to pretection from ravage by
the majority necessarily - carries
with it a duty by the minority not
to ‘abuse that right of protection.
Here we find the ground of prae-
tical difficulty in fashioning pro-
tections for the minority.
ence Venner : became  notorious
two decades ago through his abil-
ity to convert legal minority pro-
tions into weapons - for ‘shaking
down majorities. And today the
essential  stockholders’ derivative
suit has been too frequently em-
ployed by shrewd lawyers for
similar purposes. It is difficult
to forge a defensive weapon that
cannot be.turned to offense.

For example, the original cor-
porate concept, as I have said,
contemplated rule by -a majority
with certain restrictions. How-
ever, the principal early restric~
tions flowed from the legal no-
tion that the corporation repre-
sented a. contract between the
shareholders. ‘When the corporate
charter was drawn and. provided
that the corporation should have
a life of, let-us say, 50 years, in
the eyes of the law, everyone who
subscribed for stock and everyone
who subsequently bought . stock,
became a party to a contract to
carry on.the business of the-cor-
poration, as set forth in the char-
ter, for that period. Consequently,
the original rule was.that the ma-
jority could not sell the corporate
assets or a .substantial part of
them ‘over the objection of even
a single stockholder because such
a sale, in the judicial eye, consti-
tuted a breach of the eontract to
continue the business for the 50-
year pemod Of course, that put
a premium on a dissident share-
holder and gave him an opportu-
nity to hold up a majority that
felt 'in good faith the.need for
making an advantageous or anec~

essary sale.

However, it was not unt11 1893
in New York that- the Legxsla-

the outstanding shares could sell,
regardlcss of -the objection of the
The Legis-
lature, to protect -the minority,
gave it the right to have the value
of its stock appraised. and to be

could not put through a sale to
a favored purchaser at less than
the fair value of the assets.

Within the scope of this talk, I
cannot in this or in many other
respects give in detail the ramifi-

cations and complications bred by|

these various statutory provi-
sions. But it is worth pointing
out that even under these ap-

Clar-|:

praisal + statutes the - protection:
furnished the minority in practice:
‘frequently proves inadequate. It’
has been held,.for  example, that,
under the California statute (Clvﬂ
Code Sec. 369) which was ‘passed
in 1931, and was said to be de-
‘51gned to be pretty much the last
word ‘on the subject to protect
both majority and minority stock-

'holders, the: minority had to take
what they were offered under the -

terms of a merger, or'the value

“of their stock as of the day before ,

the merger ‘and could not plead -
‘that the merger, which was only a
formal one between corporations
‘controlled- by the’ same interests,
had been designed fraudulently to
-separate them from. their invest-
ment, after a'period of depression
and at a time when the invest-
ment was begmmng 'to become -

"productive, But in a talk of this

'scope, as opposed to an article for’
‘a-legal publieation, I'must neces-
sarlly be dogmatic and my dogma.
is'necessarily subject to the sharp’
quillets. of .the lawyers..' )

The. fact remains, nevertheless,.
that ‘the law, -where it has been
left to flow freely without per-:
sonal stimulus by interested busi-:

-ness men: or. lawyers, has sought.

to conform the corporate. strue-.
ture to°a democratic concept, and
like ‘the race between battleship:
guns. and armor and the modern:
racebetween :air-craft and anti-:
aireraft defenses, the law  has’
tried to': protect the minority
where abuses appeared and, in
turn, has endeavored to protect
the maJonty where in protectmg
the minority it has put it in a.
position to abuse its privileges.

IV—Directors

The keystone of.the corporate
concept and .the fundamental of
statutory protection for majority
and minority alike is found in the,
stockholder’s right to-vote for di-
rectors ‘of his own choosing and
to be impartially and faithfully
represented  thereafter by such,
representative directors. ;

This is the very heart of the
democratic  corporate - concept —'
the recognition of the right of the
majority to rule and the concur-
rent recognition of the right of
the minority, once the majority’
has selected - directors, to: have
them . represent not merely the
majority but all the stockholders,
including . the mmorlty, as their.
fiduciaries.

To . elaborate 'md make thls
clear, let me review briefly the
functions and the legal relation-
ship of the corporation, its stock-
holders, its directors and its
officers:

While the corporation; for some
purposes of legal convenience,:is
deemed ‘‘an’ artificial being,” and
constitutes a legal entity entirely "
separate - and distinct - from- the
persons who compose it, in deter-
mining the mutual rights and re-
lationships of its stockholders, the
law also recognizes that “a pri-
vate corporation is, in fact, but
an  association of = individuals
united for a lawful purpose.”
Thus, though it is the corporation
that holds legal title to the cor-
porate property, the stoekholders
are deemed the beneficial owners
thereof and while ‘‘the members
of a. corporation can only -act
about the business of a corpora-
tion in their aggregate capacity,
through a board of -directors or
trustees whom they have chosen,”
.it is the basic province and privi-
lege of the stockholders, “through :
the selection and. election- of di~
rectors, to. control the ecorporate
busmess and affairs.” Thus it fel~
lows that “a corporation is some-=
what like a partnership, if one
were possible, conducted wholly
by agents where the co-partners
have power to appoint the agents:
*.. . 'The power to manage its af- .

: fans resides in the directors, who

are its agents, but the power to
elect directors resides in the
stockholders.” ’

It is the Board of Directors,
and not the officers, who are vest-
ed with the management of the
corporate’ affairs by virtue of
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their selection and election by the
stockholders, . The officers. - are
: merely the agents and representa-
- tives of the corporation ordinarily
+ designated - as: such -by. the Board
* of -~ Directors and, -in .some cases
where: authorxzed by statute, -di-
<< rectly selected ‘and elected by the
. stoekholders; . Their authority .is
restricted to the term , for ‘which
they -~have’ been appomted or
- elected.. " They have no' franchise
in their offices and, unlike the

. directors,. may - generally ‘be. re-~

e moved. at the will of ‘the board of
.directors, without cause, notice or

| ‘hearing. Under this concept re51-

. dual’ control -always: remains in
‘the majority of -the stockholders

. -~ and. the contemplated: processes

are” as -democratic' as .the Ameéri-
‘can political . system' by ' 'which
Congressional, representatives “are
- chosen ' periodically, “exceépt® that
the- dollar, rather than. the indi-
vidual, is the votlng basis of con-
trol.

" Under thls concept, the dlrec—
tors, as the representatives of the
stockholders, become. fiduciaries
and owe all the stockholders  a
fiduciary’s  obligation  of fldehty
and accountability.

" This fiduciary obhf,atlon of di-
rectors to be importial, honest and
diligent in the protection and fur-
therance of the property rights
of all the stockholders spells the
Jaw’s effort to afford the minor-
ity adequate protection, for the
~fulfillment of this obligation to
the common rights. of all denies
the promotion of the rights of any
faction, majority or minority, of-
ficers or directors, at the expense
of any other facuonal minority. -

Obviously there are two readily
discernible means - of cancelling
this. protection ' to minorities—
(and again remember that I am|
using minority as frequently -in-
«cluding . majority) ‘one- by the

. election: of a Board unrepresenta-
. Aive of the majority and the sec-

.ond, by the partisan, negligent or
dishonest: -use of - the authority
.conferred upon a Boeard, however
representative it-may have been
in-the manner of its.selection.

The manner of choosing direc-
tors, as I have pointed out, is by
the application of the democratic
principle « of . universal suffrage
with the qualification of the dol-
lar vote as I have noted. There
are two matters worthy of note
in this connection,  One that-in

. ‘recognition of the -geographic dis-
persion of stockholders—in com-
parison to the earlier concept of a
corporation as a local and neigh-
borhood business enterprise
wherein ‘every - shareholder was
required to be present in person
in order to vote—a stockholder—
since 1890 in a New- York corpo-
ration—may vole by proxy. -Un-
doubtedly intended to enlarge the
voting opportunities of the stock-
holders, I need not tell you that
proxy voting has ‘been: perverted
into an instrument of giving a
stockholder  a- choice -of " doing
nothing ‘or of giving his. carte-
blanche vote ‘to oxxstmg manage-
ment.

An example of what proxy vot-
ing- degenerates into is furnished,
by the -statistics concerning . an-

 nual elections: of the twelve larg-

est mutual insurance . companies
for-the years 1935, 1936, 1937, as
disclosed by..the..comparatively
recent report of the Temporary
National  Economic
Here the total, votes .cast .ranged
“drom.0.1%. to 2.51% of the passi-
ble votes. " And of these clections,
one held.in 1937 is typical: Votes
cast, 438,755; in. person, 40; by
mail, 414,467, The votes cast in
person were all cast by employ-
ees; while examination of agents
of the company chscloeed that
prlor to the meeting they were
given proxies and instructed to
have them signed by. policyhold-
ers, that many of the signatures
on the proxies were affixed by
the avents themselves to avoid
any difficulty with policyholders
or with the company managers.

‘neither -

Committee. |

The second matter worthy - of
‘nole in this connection is that
the right of a majority to elect a

.,.wﬁole Board: in' effect - denies the

minority, . as . such, any .direct
yoice.in:the . management of the

corporate . affairs  between elec-
_tions -and,  although as early - as

1875 New York State recognized

eumulatwe voting ‘as, a means. of

protecting - minorities, .and - al-
though a model Business Corpora-

‘tion:Act'was:approved by the Na-

tional .Conference of Commission-

-er's ~on. Uniform State Laws in
:1928, and ‘although today the right

of . cumulatwe voting . is .guaran-
teed ' by the‘ constitutions ; of . 13
states and: conferred by. statute 'in
eight other states; the great State
of New Yorkihas no such require-
ment and the %o much’ used cor-

‘poration: laws of Delaware con-,
.tain no such' provision.

There . are: three major v1ces

.that tend to result in the practical
-disenfranchisement 'of . stockhold-

ing’ minorities—and  here minori-
ties .definitely :includes if it does
not entirely mean majorities—and
thereby result in the selection and
election  of, directors who -are
representative . of * the
main body of the stockholders nor
committed to impartial service in
its interest, " The first is the apa-
thy and: negligence of the major-
ity itself; the second is the prac-
tical - control' of, corporate elec-
tions by ‘management, aided by
allied financial interests, and the
third lies in the culpability of our
State Legislatures influenced by
dominant legal and financial in-
terests.” I want to discuss the last
corporate law is of long standing
‘of these first.

‘That" this imperfection of our
admits of:no doubt. ;
«~As far back ‘as 1894, a law
writer named Cook, in hlS work
‘on - Stock ' & Stockholders, said
that. New Jersey. was-a favorite
State for: incorporations.and.that
her.- laws : seemed . to be framed
with . a 'special view to attracting
incorporation .fees. and business
fees from- her sister states, and
especially from New York. across
the river.. Mr.
that ' by 1894, New Jersey - had

- | largely succeeded in doing so and

he said she “now runs the state
government largely. on revenues
dezived {rom. New. York enter-
prlses

Caok  also described West
Vn'guua as a  “snug harbor  for
roaming -and . piratical . corpora-
tions” and said ‘that “its statutes
seem to be expressly Iramed for
that purpose.’ :

John 8. Parker, in his Corpora-
tion Hand Book, in 1906, called
attention to the . fact that Dela-
ware and Maine and Arizona and
South Dakota had followed New
Jersey’s ‘suit and-the Ilatter -two
states attracted wild cat corpora-
tions by offering *bargain prices.”

Governor,. Wilson - cleaned.. up
the New Jersey situation in 1912
and 1913, but that did not prevent
Dclawale from bidding for the re-
linquished traffic and today it is
generally - understood ‘that the
1929 ‘Delaware- corporation .law,

‘with its bid to corporate promo-

ters, was. drawn by -New York
oorpmat\o; lawyers who wished
{0 provide . comfortable and safe
havens- for . their. clients of the|
1920’s: and *Delaware, in conse-
quehce, rates many of the earlier

‘encomia. lavished by Messrs. Cook

and Parker on some of her sister

states. "

- I'need not tell you ' gentlemen
who-have some acquaintance with
the methods of stock promotion
how various of these State Legis-
latures gradually converted “the
corporate set-up into a means of
denying the minority—and again
I stress the majority—of the pro-
tection afforded by the proper ex-
ercise of the right to select and
elect a representative and mon-
partisan Board of Directors. = I
need mention to you only a few
of the devices authorized and used
with no restraint by the Insulls
and the Hopsons and with hardly
less restraint by some of our best
people.. Among theme are the is-
suance of non-voting stock; the
issuance to a favored few of
multi-voting stock; the division of

Cook remarked]

directors- into classes holding of-
fice for a term of years and elect-
ed in successive years, the denial
of the right of cumulative voting
and finally the  pyramiding of
subsidiary and' affiliated com-
panies, all controlled by the few
‘holders: of the voting stock of the
corporation at the inverted apex.

Let me give you a single ex-
ample-—and an'extremely moder-
ate one. 'In-the H. C. Bohack
Company, a chain grocery com-
pany.- operating in. metropolitan
New -York, -the majority of ‘the
directors are elected by the vote
of ~ $150,000 " of - second ' preferred
stock'held “by ‘the successors of
the - original founder, although
‘publi¢-investors hold $3,000,000 of
prior preferred stock (upon which
there are presently large accumu-
lated dividend arrears) and 105,-
537 shares of non voting common
stock.

Through these legal devices—
which have not been restricted to
bidding States, but  have also
found. lodgment in ‘the more con-
servative statutes of the State of
New. York,. calculating minorities
have-been enabled to disenfran-
chise and thus to-utterly disregard
the rights not only of other mi-
norities. but of majorities to se-
lect and elect representative di-
rectors.

Without these legal devices, mi-
norities—and in some cases hold-
ers of so-little stock that they can
hardly be considered a minority
—1like the soldier who was so un-
soldierly that his top sergeant
maintained ;he couldn’t be called
a soldier at all—have taken and
have " held control ‘of our" large
quasi-public corporations.

The “first and 'second of the
vices that have resulted in deny-
ing the minority—and again I in-
clude :the majority—the protec-
tion of “a voice in' the selection
of directors, are affiliated. They
work ‘not so much by legal au-
thorizations but through the ap-
plication of practical methods and
consequences. ' They manifest
themselves when we seek to dis-
cern the reason why, as a prac-
tical matter, ~ directors are the
mere nominees of management in
practically all -of our quasi pubhc
corporations. °

Primarily management cements
its hold on “its  corporation be-
cause a good many stockholders
are not so much investors as they
are speculators. The stockbroker
who deals with the public makes
his living from the commissions
he receives on the purchase and
sale’ of stock. -His facilities and
recommendations are designed to

‘encourage  the- speculator rather

than the long term investor, to
encourage purchase for a rise
rather than for income. The mar-
gin system is designed to encour-
age speculation rather than to
promote _long term. instalment
stock “buying. . “You never
money by taking a proﬁt”——“You
can’t get the last dollar” and sim-
ilar street slogans encourage this
trend. And, I might add, the dif-
ference in treatment for tax pur-
poses of -capital gains and divi-
dends drives the final nail in the
investor’s coffin. ;
The result ‘is that the average
stockholder is uninterested or dis-
interested when the. corporate
election comes around. If he

‘| doesn’t like the management, its

business methods or its dividend
policies;-ke Sells his stock instead
of voting against the manage-
ment. If he likes the stock suffi-
ciently to hold it for a further
profit, he pays no heed to the
management.

The speculative stockholder is
generally - 100% - apathetic and
negligent when- it comes to an
election for directors. . The in-
vesting stockholder is not so much
apathetic as he is either trusting,
or ‘if not wholly gullible, is cyn-
fically confirmed in his belief that
there is’ little, if anything, he can
do about disturbing enthroned
management.

That ordinarily - stockholders

are -impotent to disturb manage-
ment—whether or not they should

lose!

be—was demonstrated by Berle
and Means back in 1929 and those
authors commented at that time
in their work on Modern Corpo-
rations: “The nearest approach to
this condition which the present
writer has been able to discover
elsewhere is the organization
which dominates ~ the Catholic
Church. = The Pope selects the
Cardinals and the College of Car-
dinals in turn select the succeed-
ing Pope.”

The fact has been even more
cogently = demonstrated by the
TNEC investigation and study.

But the question is not so much
whether even majority stockhold-
ers are powerless to disburb en-

‘trenched “minorities—for that is
‘no  question — as it is why that

should be so. To my mind, there
is something more to this situa-
tion—something more fundamen-
tal than the expediences of prox-
ies, of holding meetings at remote
places, "of control of the lists of
stockholders, of giving stockhold-
ers little information concerning
their corporate affairs. I say that
an examination of the subject will
reveal that corporate elections of
our large quasi-public corpora-
tions are ' generally . controlled
through the proxies given by
holders of stock - who not only
take the word of existing man-
agement that it should be re-
tained but are advised to do so
by the banks, trust companies, in-
vestment and brokerage houses to
whom they look for advice, and
who are permitted, even under
SEC restraints, to vote street
name stock,

I say that a liaison exists be-
tween entrenched = minorities—
principally ~management which
frequently holds so little stock as
to hardly justify the use of the
term — and management-domi-
nated directors, banks, brokerage,
underwriting houses and other fi-
nancial interests affiliated - with
management by past and prospec-
tive profits, business “affiliations
and management ideology, for the
purpose . of perpetuating = en-
trenched minority—again . princi-
pally management-—control of our
quasi-public corporations.

This liaison is part of a system—
a practical and pragmatic sys-
tem—which is sustained by -a
fallacious management ideology
that runs somewhat as follows:
The director, so goes the argu-
ment, is the representative of the
stockholder. . (This is manifestly
fallacious, since he is selected by
the management and elected by
its proxies.)

As opposed to the legal concept
that the wide, discretionary pow-
ers of management reside in the
directors, the practical manage-
ment concept is that such powers
reside in the officers. .

The directors selected by man-
agement are chosen with at least
an implied understanding that the
services required of them will be
commensurale with the trifling
honoraria they receive—$20, or
$25, or sometimes $100, per meet-
ing—that the officers will furnish
management, that they will for-
mulate as well as execute the cor-
porate policies, and that the direc-
tors will merely be called upon
formally to ratify them. : The di-
rectors know that they are se-
lected merely to lend their names
and presences to the conventions
which require formal appearance
and action of a board of directors,
and they accept the office as a
necessary service to the system to
which they subscribe and in which
they participate, for the prestige,
contacts and information which
the office yields them, and for the
corporate business to the banks,
underwriting or other - business
concerns with which their prin-
cipal interest lies. Generally, the
financial picture thus presents a
general back-scratching operation
where mutual understanding and
cooperation reigns from the initial
effort of management to take con-

trol from the shareholders by the
selection of a complaisant board
of directors to the perpetuation of

such control by the inaction of a
board of divectors so selected. In
a moment I will give you a prac-

‘tical and concrete demonstration

of this ideology in practice.

By  this artificially stimulated
evolutionary process, practical
control has been transferred to
management from. the sharehold-
ers, and management finds itself
enirenched in power, at least un-
til some .equally powerful fi-
nancial interest makes a success-
ful fight to gain control for itself.
Management has thus acquired
and now. holds control of our
large quasi-public. corporations
and thus, in practical working
effect, has displaced the legal cor-
porate concept and has avoided
the fundamental protection con-
ceived by the laws for the pro-
tection of corporate mmormes—-
and majorities.

Now, just a word as to the pro-~
tection that the law seeks to
atford minorities from negligent -
or dishonest hoards of directors—-
and I maintain that the corporate
scheme, in practical operation, is’
set up so that directors are nmther
expected nor desired, by minori-
ties .in control, to perform their

‘legal duties with either fidelity or

diligence. The © management
ideology to which I have just re-
{erred demonstrates that, and the
mere fact that a director isn’t paid
is ‘proof that he is expected to
earn only the compensation he re-
ceives. ' As just one example of
the service expected of directors
by management, the case of one
life insurance company is typical.
One director attended three meet-
ings during the years 1932 to 1938,
inclusive; he had ‘notified the
company ‘in 1934 that he was re-
liring from business activities be-
cause. of poor health, but was
asked to remain on the board;
another attended one meeting
from 1921 to 1928, inclusive; a
ihird, eight meetings from 1926 to
1931, inclusive, and though he
sought to resign in 1930 because
of his inability to attend meetings,
was asked to remain; another at-
tended eight meetings from 1929
to 1938, inclusive; still another at-
tended no meetings during the
last five years of his life, and
finally it was disclosed that an-’
other director had not only not
attended a single meeting in 16
years but had accepted office’ upon
the express understanding that he
should not be expected to attend
meetings at all.

What management’s notion of a
director’s - duties are—quite at
variance with the legal concept—
was revealed at the TNEC hear-
ings when Chairman Ecker of the
Metropolitan - Life Insurance Co.
expressed his views of a director’s
duty as follows:  “I have stated
very definitely it seemed to me
he should attend meetings, but
for day-to-day attention, unless
asked for, T couldn’t expect that
of a director. He is not employed
by the company. He attends
meetings when called, for which
he gets a nominal fee. . . 1t
is a contribution they make to the
public cause, and we felt privi-
Jeged to call upon them at any
time when meetings are not in
session. .. . . The by-laws show
that the policies of the company
are ‘in -the hands of representa-
tives elected by the board of di-
rectors, = They are whole-time
men and give their whole time to
it the greater responsi-
bility must be with the manage-
ment.”

Again what management ideol-
cgy wants of directors was re-
vealed by a report of the New
York Chamber of Commerce, to
which I shall refer in a moment.
Here is what the report said:
“Directors who are not connected
with a corporation’s management
must of necessity rely principally
upon active management both for
information and the determination
of routine corporate problems:.

Were greater attention tn details
(Continued on page 2372)
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Protecting Minority Stockholders

" (Continued from page 2371) | * " i

of management necessary, men of
other business.interests: would be
impossible to obtain as directors.”

With this expectation of man-
agement, one can hardly expect
the .directors it selects to protect
minorities by '~ rendering mnon-
partisan and diligent service.
‘When the directors ‘do not, in
theory at least, the law affords
ihe minority a remedy—the deriv-
ative stockhclders’ suit. This is
the only remedy afforded a mi-
nority denied a voice in the selec-
tion and election of directors.

I cannot spend the time here to
demonstrate: to you how inade-
quate this remedy is. I dealt with
that subject in some detail.in an
.article “which appeared in the
July, 1944, issue of the ‘“Amer-
ican Bankruptcy Review.” Here
it must suffice for me to say that

‘though it has been an insufficient

protection for minorities, and
.though abused by minority stock-
holders and their lawyers, it has
now — in *practical effect, been
iaken away—in the case of the
quasi-public corporation—in. the
courts of the State of New York
by the passage of Section 61b of
the General Corporation Law
which  requires a complaining
stockholder who holds. less than
5% of the stock of a corporation;
or whose stock has a market value
of less than $50,000, to .give

security for the expense to be in-

curred by the corporation and.its

“directors (including counsel fees) |

in defending the suit.” The prac-
iical effect of this statute, if:its
constitutionality—which  is being
challenged and which I prophesy
will be successfully challenged—is
upheld will be to end this remedy
of the minority.

IR Remedies

"I have given, I believe, a some-

ahat discouraging picture -of mi-,

wority protection. I am, however,
not discouraged. There are rays
of light to be seen if one raises
his eves above the ground. T re-
yember - my training as .a pilot
during World War I. It was a
daily occurrence to take off on.
early morning flights when, on the
ground, one ¢ould hardly see one’s
wing, tivs in the retreating dark
of the morning. Yet as one left
the darkness of the earth below,
one would soon see the rays of
the distant and yet unrisen sun
peyond the expanding horizon.’
So in the more mundane field
of " economic law. and practice.

- *The New Deal—like it or not—has

been engaged in breaking the fet-
ters whereby a powerful minority
nas sought to chain -our political
democracy within the circum-
seriptions of ‘an’ economic feudal-
ism. And the SEC has beeun a
wmighty sword in the initial.effort

- of rending those tetters.:

The failure to adopt adequate
iegislation by the various States—
.as a result of easv control of State
“machines and: State. Legislatures
by domivant industrial. and @ -
.panicial interests—do you -recall
ihe recent indictment of a good
marv -members of a- Miehigan
Legislature who - teok' trifling
bribes to pass a small -loan -Act
_sponsored by the loan comnanies
—makes a meckery in this field—
“as in so many- others—of the hol-
iow ¢rv of States’ rights that is
invariablv raised to block needed
yeform. Like other- States,’ New
“York has done nothing over the
wears, beyond the conventional, to
promote minority protection and,
it the truth be told. New® York
judeer and. Legislatures have
{ended the other way. Our New
Deal laws have come -closest to
_sneeting the legal needs of the
+inority through the Securities
Act of 1933, the Securities  Ex-
ckonoe “Art of - 1934, the Public
“fiit Holdips Combpany -Act of
19235, The Trust Indenture Aect of
3029, Th~, Investment  Company
Act of 1940, and the administra-

o,
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tion of those Acts by the Securi-
ties and “Exchange Commiss.on.
In addition, ‘minority rights—as
well as honest majority rights—
have been furthered by Section 77
and Chapter X of the National
Bankruptey Act and the interven-
tion of ' the Securities and Ex-
change Commission in reorganiza-~
tion proceedings under the latter
statute.: - .

. Let me state briefly what 10
years  of -administration by the
Securities and Exchange Commis-
sion has sought to accomplish and
has - accomplished under = these
Acts for the benelit and protec-
{ion ‘of the minority security
holder. - And in passing, I might
add - that these accomplishments
have been toolittle publicized—
if a fraction of the miracles of SEC
progress. through the morass of
anachronistic. financial practices
had been - accomplished . by the
efforts of the New York Stock
Exchange, or the National Asso-
ciation of Manufacturers, or the
United States Chamber of Com-
merce, or some other darling of
the vested interests that control
the majority of our urban news-
papers ~and ~ periodicals, the
proverbial welkin would have
rung with its praises. -But since
it was only a New Deal agency,
its record of accomplishment has
been buried beneath a veneer of
{rifling: ‘and unjustified - sneers,
derogation and criticism.- -

But if you think I heap too
much praise upon the etforts and
accomplishments of the Commis-
sion, you may remain assured that
the scales of public recognition
and appreciation are still weighted
against it ¢

But tirst it must be noted that
the SEC’s powers are limited by
‘statute. It is not the fault of the
Commission if the salutary and
needed enactments of the Invest-

ment ‘Company -Act .of 1940 are|

limited to banking and invesf-
ment corporations thereafter or-
ganized ‘and its vrohibition of
non-voting stock, its restriction of
stock to one class of preferred and
one of common, its restriction of
control devices,  its ‘prohibitions
against” voting trust certificates,
its requirements for independent
directors, and its other efforts to
end ‘the minority abuses of the
past cannot be 'levied against
existing public' industrial and fi-
nancial corporations whose corpo-
rate - structures perpetuate the
ravages of the past. It is not to
be charged to the SEC that it may
not use its broad vowers under
the Public Utility Holding Com-~
pany Act to compel an equitable
redistribution of the voting stock
of intrastate utility corporations
or interstate and intrastate non-
utility corporations whose corpo-
rate’structures today are vestigial
of the reiga of industrial Hopsons
and Tnsulls. b

Nevertheless, Congress has gone
a gecod way in attempting to pre-
vent the glaring minority offenses
of the nast and the SEC has given
the limited. congressional man-
dates enlightened ‘interpretation
and courageous enforcement.

On. the sccre of minority pro-
tection the SEC has functioned
largely.and principally in the util-
ity field by virtue of the. pro-
visiens of the Public Utility Hold-
ing Company Act and in the reor-
ganization field in consequence of
its-right of participation. by virtue
(Af the provisions of the Chandler

et. - g 5o .

The authority found in the Pub-
lic Utility Holding Company .Act
to require simplified- corporate
structures of utilily comwvanies
and to redistribute equitably the
vote ‘has. enabled -the SEC to de-
strov the voting: devices whereby
control was perpetuated in a mi-
nority and at least to attempt to,
ulace such control- with - those
whose money is-represented in a

{ s

true rearrangement of the balance
sheets which has also been com-
pelled by the SEC. .I need not
tell you . gentlemen who . are
familiar with the security markets
how the. exercise of these powers
by -the Comimission has increased
the market values of sound pre-
ferred ‘utility stocks and how it
has swept away the {alse quota-
{ions of worthless common control
stocks. y

Of course the SEC cannot over-
come  the. practical = difficulties
which geographically widespread
stockholders suffer in seeking to
elect  independent = directorates.
The apathy of stockholders and

their habits of reliance on man- |
agement and associated financial {*

interests cannot be overcome by
merely throwing open the election
lists for nominations and voting.
In one of the first of the utilities
1o be . separated - from holding
company control, -Puget Sound
Power & Light Co., an operating
company incorporated in Boston,
though operating solely in metro-
politan Seattle, Wash., the SEC
permitted stockholders to make
independent nominations and then
permitted committees, at the ex~
pense of the company, to solicit
votes for nominees so selected.
Though the SEC had required
that management officially take
no part in the proceeding, a com-~
mittee which renresented very lit-
tle stock nominated and soonsored
a management slate and the man-
agement slate, with the aid of
local benks and other meémbers of
the allied financial community,
won the election handily—a clear
indication that however the cus-
tomary. .obstructions are: cleared
from the path, the financial hier-
archy controls corporate elections.
In the Puget Sound case I asked
{he staff of the Commission to re-
quire’ cumulative voting, but for
some reason unknown to me they
did not do so. In subsequent

cases, profiting from nrevious ex-_
perience, they -adopted this re-/

quirement and others designed to
open the' lists- more: readily to
bona-fide stockholder control.

At this point T might stop. to
say that we cannot solve the prob-
lem, of getting active and diligent
representation for -a public ma-
jority—and public - minoritics—
directors who really direct—over
the -opposition ot “our  financial
dynasty. - Conversely, Ijam con-
fident that the problem could be
readily solved by our banks, bro-
kerage and investment houses’ if
they would act.in the interests of
the public. investors—the custom-
ers and clients to whom they- sell
the stock of our quasi-public cor-
portations—and insist that man-
agement. be relegated to its func-
tions and that management’s per-
formance of:its functions be su-
pervised by a board of directors
indevendently = selected" for - its
abilitv to act as a check on man-
agement. .

T believe’ the Stock Exchange
should take the lead in this cam-
paign, and I believe that its fail-
ure to do so is another’ of those
derelictions. ‘of "~ business = that
causes the general public to ween
erncodile tears ‘when business. in
default. wails for sympathy be~
cause Government is encroaching
wvon its functions. < I believe that
the Stock Exchange shoul? have
long ago fostered the creation of
an. Investors: Protective - League
which, supported by its members.
could * have effectually 'noliced
recreant “corvorate’ manasement

‘and . thereby "have -prevented cor-

worate abtica of ‘the minoritv, It
is not too late to do these things—
there ‘are plentv. of places where
mipovity . nrotection - “js o still
needed-—and that.is particularly
and cogently true in the correc-
tion: of management ideology and
wractices sunnorted by, the mem-
hers of the New: York Stork: Ex=
change that flaunt the Jegal =ns
sauitable ©' : requiremernts . - that
hoardg nf directors he sslectod hy
stockholders, that they bo resre-

i
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sentative of the majority, and that
once -elected they independently,
non-partisanly . - and.. .. diligently
serve the common ‘interests of ail
stockholders.'

If the Stock Exchange and -its
allied financial and economic in-
stitutions and . their memberships
are sincere in their desire to avoid
increased - governmental - regula-
tion of private enterprise; if they
are sincerely desirous of avoiding
political totalitarianism, -let them
take the lead in purging their own
ranks of economic totalitarianism
and thereby make further exten-
sion of Government powers un-
necessary. i
Reorganization

In the field of reorganization, to
take only a {ew instances of mi-
nority aid and protection, the SEC
has succeeded in compelling trus-
tees to.institute 'actions against
directors and others for previous |
mismanagement (Central States
Electric; Pittsburgh Railway; Me-
Kesson & Robbins reorganiza-
tions). . It has supported efforts
to - make available to bondholders
a list of other bondholders for free
and ready communication (Realty |
Associates; SEC’s corp. reorgan-
ization). It supported successful
efforts to remove a trustee dis-
qualified by - adverse - interests
(Realty Assoc. reorganization).
It has prevented retirement of

{bonds by tender at prices unfair to '

minority holders. = Generally,. it
has compelled the dissemination |
of adequate information to secur-]
ity holders so they may not be

overreached by thosé in- control |-

of the reorganization. "

At the ‘samie time it has per-
mitted security holders to organ-
ize, although at times its efforts’
to discourage the striker has made.
honest representation. - somewhat
difficult.. Application of these re-
straints, laudable though they may
be ‘theoretically, have resulted in
a ‘lack of representation of mi-
norities in recapitalization pro-
ceedings before the SEC to a point
where, in some cases. even mems=-

pbers of the SEC staff have re- |

gretted the absence of such repre-
sentation. ~The SEC has ' also
faken- jurisdiction  of minority
security holders’ . claims ° and,

where justified, has approved the |

allowance . of compensation "to.
those. who had previously urged
and litigated such claims._ . i

In  this . fashion "the' Federal
groundwork for protection.of mi-
nority rights has been laid. It
now remains to complete the job.

Today the basic weakness of our
corporate structure lics in the un-
representative: board of directors
selected. - by - management. and
which, in viclation .of stockhold-
ers” right of control, assures con-
trol to a minority—usually man-
agement. ~The first task is. to
‘maike management answerable to
the stockholders, and that .can
only be done by assuring the clec-
tion of a board truly representa-
tive of the majority. - How a com-
plete job in-that respect can be
done, in the absence of a willing-
ness -of the financial .community
to work-with the investors. rather
than - with management, I do not
know. There are ways, however
—there -are expediencies——which
may tend to arresi the growing
nower of management and reverse
the trend. - '

Cne medium is nublicity. Legal |

compulsiors for full and informa-
tive periodic financial statements
proverly - attested, without reser-
vations, by -independent auditore
is one -needed step. The SEC
proxy .rules ‘requiring disclosure
and affording individual stock-
holders: -ovportimity- 1o submit
nroposed resolutions and supnart-
ing etatemenis is another. Mak-
ing ‘liets of stnckholders readily
available is -still another. Open-

Ling - minutes’ of; the directors to

neriodic’  examination - by - stock-
hnldets ¢ o1l apnther menre of
throwing light uvon travsactions

legitimate. stockholder

{bnt’ nreceptiv ore kent <ecret:
© Scpater ‘O'Makoxey kos been

wrestling with. 'some’ of :these
problems .and has ‘proposed meas«
ures to regulate our quasi-public
corporations in- bills - heretofore
proposed to. Congress.
It is' true that abuses pro and
con. are - hound to be suffered
whatever expediencies are or are
not . adonted.. ‘Stockholders and
their lawyers are not always actu-
ated by unselfish motives, and
honest and well-intentioned man-
agements. must be protected from
dishonest.. and  ill - intentioned
assaults. ' So each of. these expedi~
encies requires study, and I know,
of no agency more capable of giv-
ing them - adequate- study than

1the SEC;

" There are expediencies, too, in
connection with the- election of
directors that should be consid-
ered, and some are so obsiously
needed ' that - their adoption can
readily beé urged. . For example,
an  independent and
Chairman should preside at an-
nual meetings, so. there.may .be no
incentive'to cover up management
and . no - disposition to sidetrack
inquiries -
and stockholder. complaints. Y
~Cumulative voting  should be
mandatorv so an activa ~inovity
can readily obtain information,
One:or ‘more inaepenaent uuec=
tors: should be designated to sit
on every board, and he should be
selected 'by stockholders from a

‘panel—of business: men and

Jlawyers, . not ' politicians.~— com=~

piled  and approved by the SEC.
Directors should be: adequately
paid for giving sufficient time to

The paid director does not thereby

‘become a” part’ of management;”
instead, he. becomes’ the' director

‘the 'law  contemplates-he will be,

and has an incentive—unless he i .-

a dishonest. man,. which most di~
rectors are not—not to be a mere
show. window. dummy: for man-
agement:: Directors should bere~
quired to. be-present at stockhold=

‘ers’‘meetings for-questioning, and

the dummies: will soon drop out.

I advocate increasing, not re- .
ducing," diréctors’ " responsibility"
and concurrent liability; and pay=:
ing. .them. . adequately. for. the
proper
duties., " ‘

- Legitimate investors’ organiza="
tions ‘should “ be -encouraged -and
investors encouraged to join them.
Their,  intervention . will. aid in
making the stockholders’ meeting*
the event that the English annual
meeting is. and.prevent it from-
being * the ' cut and dried farce
American. managements ~attempt
to make it. Here, too, a word of
caution is needed. Investors’ or-
ganizations must function in the
interests of the investors in con-
nection . with . their corporations
and must not :be allowed to be-
come,a mere cover for designing
lawyers, a mere political pressure
grouy for- ambitious’ self-seekers,
or an instrument of management
in the hands of Janus-like stooges:
Organizations such. as these o
both the minority and the major-
ity more harm than good, as one

example T have.in nind demori~

strated, When. in its eager’ de-
sire .to attack the administration;
it not only agitated for a susven-
sion of the death sentence which
would have operated against the
immediate interests of utilitv in-
vestors, . minority - and “majority
alike. it alsn agitated for the Hob- |
bes bill' which will onerate against
the long-range protaction of rail-
road investors, while urging in-+
vestors dividend tax .revision in.
such a partisan spirit as to destroy,
its own influence once the' cessa-
tion of 1he war permifs the Ad-"
ministration ta consider that much
needed change.’ ’ ;
" On-the other hand. an impartial
and. intelligent. investors’ ovosn-

jzation can dn- much to .aid the . ,
‘minority, and. I'am sure that.such
‘A one suprorfed hv members ofi: -

the Newr -York: Sinslr. Fxchange
and. other = financial . interests -

impartial

a . study of their enterprise.: so. '~
{they may be informed and.active.

discharge of their legal

i
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would find itself Welcomcd by the
‘SEC . and.: other:
agencies which are seeking to-ad-

wvance 1egxt1mate mvestment inter-!

;Practlce Retards

-ests. j
The 1estr1ct10ns and the plo-

‘hibitions ‘of [the ' Investment - Act:

of 1940 may well be extended to’
.all " public ' corporations ‘and - the
-utility holding company. purge, in’
‘a more limited degree, applied to
-existing _industrial ‘public ¢orpo-:
Trations, to'the end that their cor-
porate structures ‘may be simpli-
fied, legal control -devices elimi-
nated . and :the- control, placed

‘where -cwnership resides ‘and. its' ;
-full and"free: exeruse made pos~,

. sible, " ;
Primarily, an offlclal study of
the entire subject is needed. The:

SEC.and the Temporary National |
- ."Economic  Committee studles al-;

‘ready made point the way., "Our.
Federal statutes have broken the
ground. Today the problems.of,
the investor versus managemen*
are obvious in the public corpora-i
tion. Tomorrow labor and the
consumer - will; -with Jurtlcc de-
mand a voice.

I have heard much ado made
of our trend toward political to-i
‘talitarianism during the past few’
months.  But the men who make
‘mcst of the fuss, like Mr. Wood-~:

lock of the “Wall Street Journal,”:|

say nothing of the economic . to-:
talitarianism from which we have:
~suffered in this country for almost,
a century. If we must choose be-
tween the two, I prefer political
totalitarianism so long as we can
-periodically vote the heads of that
‘system out of office to a system
of economic totalitarianism in
.whick we ‘have no control over
‘our rulers and ‘they are perma-
nent, not temporary.

. .The American corporate system
has not reached its peak. The
American corporate structure has
not yet  attained its = maturity.
"The process of evolution 'is not
yet complete. It  can justify

‘President Nicholas Murray. But-

ler's -encomium . that .it.-is. ‘the
-greatest smgle discovery .of mod-
‘ern times.” But it. cannot justify’
_that statement if it is to be per-
‘miited to be fashioned by wholly
rpractical men who employ wholly
practical -means to -direct its
course, « Today we find it on a
by-path.. laid" out ~by -such - men
‘and: laid -out in.such.manner. that
.the: investor is denied his legal
rights.. The State must'intervene
ifo set it back on, the road of its
“original democratic concept. Here
there can be.no complaint about
State intervention, for the corpo-
‘ration is a‘creature of the State;
“the Stateé: gives'its life and must
‘see to it that that life its-devoted
“to functioning as an attribute of
‘the American ;purpose to create
. .and mamtam an economic democ-
'racy -and is' not'diverted to. the
,frustratlon of that purpose

~ Attractive Sltuatlons

Ward & Co 120 Bloadway, New
’ York City, ‘have- prepared- circu-:
lals on -several situations wh1ch
-currently . offer -attractive possi-;
‘bilities, ‘the firm’ believes, .Copies.
.of these. circulars, on the. follow-"
“ing issues, may be had 1‘10m Ward
:&:Co, upon ‘tequest:- L
-Du .. Mont - Laboratoues - “A”
"Merchants Distilling; .General In-
strument; Great American. Indus-
tries; Massachusetts Power &
‘Light $2 preferred; Majestic Ra-
dio; Magnavox Corp Electrolux;
vBrockway Motors; Scoville ‘Mfg.;
Bird & Sons; Cons. Cement A
Riley'Stoker; Alabama Mills, Inc.;
American Hardware; and H. & B
American Machme

Cap. Change Possibilities

- Laird, -Bissell. & ' Meeds,. 120:
Broadway, New. York City, mem-
‘bers of the New York Stock Ex-'
‘change, have available an inter-'
esting circular: on the ' capital
change possibilities ‘among the
‘New York banks. Copies may be
had from Laird, Bxssell & Meeds

governmental:

OPA’s Reconversion Policy

Full Pmduchon

" (Continued from page 2348)

llme when thelr continued opera-
tion is urgently needed to' cushion
unemployment ‘resulting from
military cut-backs. - Yet OPA, in
practice, has: refused ‘to: read]ust
many ceiling- prices which make
1t impossible for manufacturers to
produce at a profit at prevailing
cost levels.

‘. Through individual price ad—
justments,  OPA ‘has permitted a
number of manufacturers to re-
cover production costs where their
operations went into the red. But

mere recovery of costs would iall |

far short:of OPA’s leading recon-
version objective, since it would

kill the producer’s incentive to in- |

cur the financial risks incident to
a resumption or expansion of civil-
ian output. In fact,” OPA’s price
adjustment policy governing civil-
ian production iz already exercis-
ing a far- reachmg influence on
the reconversion start in many in-
dustries, thus ‘jeopardizing the
hasic reconversion goal — a fact
that OPA seems to overlook.
"OPA s trying to make a distinc-
tion beiween civilian- goods whose
preduction has been ‘completely
cut off during the war and other
civilian goods that have been pro-
duced at least in' some . volume
throughout the ‘war. "'OPA appar-
ently believes that, in industries
where some manufacturers have
maintained partial’ civilian pro-
duction, the wartime ceiling prices
should be maintained even if man-
ufacturers now. contemplating re-
sumption of civilian production
cannot realize a profit or face a
loss.

This attitude completely over-
looks the fact that some ceilings
on civilian product prices were
bearable only so long as an indus-
try’s . over-all earnings position
was favorably affected by military
orders. . It further. overlooks the

existence  of “considerable “differ- |

ences in production.costs among
the. individual . manufacturers of
an industry, particularly regional
differences.. Thus a pricing policy

that unduly-hampers g return to a |

normal: ' volume of production -of
civilian products that were manu-
factured in some volume through-
out the-war is as great an obstacle
to a smooth reconversion start as
a pricing policy that tries to en-
force uneconomically low prices
on completely reconverted mdus—
tries.

The -handling of lthe cuuent
pricing problems of the stove in-
dustry points up the unsoundness
of OPA’s- policies : governing in-
dustries in which a gradual return
to full civilian pxoductlon is now

‘| taking ‘place; -or 1s under actlve
'| consideration.

An amendment to Maxxmum
Price Regulation 64 covering do-
mestic heating and cooking stoves,
recently issued: by OPA, contains
a price adjustment formula of ex-
treme rigidity and ‘very guestion-
able soundness. Not:only does it
limit the possibility of price ad-
:| justments. on - specific. models to
manufacturers who show an over-
all loss or are in danger'of going
into'the red within 90-days, but it
also specifically plohlblts any in-
dividual ‘upward revisions that
would 'make a. given manufac-
iurer’s price higher than the prices
charged by other manufacturers
for -comparable models.. -

Contrary to the basic reconver-

‘| sion: policy established by Price
| Adnmiinistrator Chester Bowles in
i|.his memorandum to the members.
0
- Amendment 1 to MPR 64 com-

the Advisory - Committees,

sletely ignores the profit motive
and its. key role in our economy.
This amendment makes no pro-

yision for any profit whatever,|.

“ven though a manufacturer oper-
‘tes continuously at full capacity.

those of his competitors, he must
continue to sell at a loss or go out
of business, Y

The $250,000,000 domestic stove
industry charges that its orderly
return to civilian productlon is
severely handicapped or made im-
possible - under . present " pricing
provisions. The industry has
asked:

'(1) OPA to \Vlthdraw Amend—

ment 1 to MPR. 64 and. to
adopt a substitute price ad-
justment formula that would
incorporate. . the. " industry’s
right to makea reasonable
. profit; and
A - complete overhaulmg of
MPR 64, because the regula-
. tion as 1t now stands ignores
the 'increase. in' production
costs since . current  ceiling
prices ~were - established = in
December, 1941 .

According ‘to-a brief presented
by the indusiry to Representative
Lyle H. Boren, -Chairman of a
Sub-Committee of the House In-
terstate and . Foreign Commerce
Committee; labor. costs in the in-
dustry have risen as much as 30%
since . January, 1942,  Materials
costs in' the same period have in-
creased from 5 to 15%, depending
upon the type oi pxoduct manu-
factured.

These . increases  in costs are
averages; and have heen greater
for some manufacturers. - There-
fore, -the .industry brief claims
“that with an average pre-war
gross margin of some 30% (against
which were charged selling costs, |
advertising costs, dlstrlbutl_on
costs,. administrative’ costs, taxes
and- general overhead, before any

net profit) a number. of manufac-:

turers can operate only at a loss:
at prevailing ceiling pnces which
wire set by MPR 64 in December,
1941

the production’ of some 'of their
models. -Amendment 1 to MPR 64,
supposed to provxde price 1e11et
in: these cases, .is so limited in
chamcter that it can remedy- the,
situation’ only in a few cases and:
the adjustment provided is wholly:
inadequate-even for.these because
at. the very best it may. permit re-:

| covery of costs only, without any

margin of profit whatever.”

It is interesting. to note, also,
the industry’s contention that the
recent amendment to MPR 64 di-
rectly conflicts with a number of
the provisions of the Emergency
Price’ Contrcl Act, as extended
June 30, 1944 Specxflcally ‘it
claims:

(1) That ..the. 1ndustry ‘was ' not
' -given an opportunity to make
specific remedial -recommen-
dations. of.its own before is-
suance -of -the amendment . to
the OPA regulation; .
That the statement of con51d-
erations - -accompanying - the
amendment.was madequate,
That the amendment ignores
.. the mandate of the Price Act
‘ that prices shall be “generally
~fair and equitable”; and 1
That adjustments for such
relevant factors as general in-
creases in. .production . costs
subsequent to the year ended
Oct. 1, 1941, must be made.
The stove industry expresses t.he
fear that Amendment 1 to MPR 64
may compel individual manufac-
turers to.discontinue many now-
unprofitable models.
will be to introduce standardiza-
tion. indirectly, despite the fact
that Congress has repeatedly made
it clear that it does not favor
OPA’s attempts to pxomote stand-
ardization.
- These contentions of the stove
ndustrv rojisa the fundamenta”
question of whether soecific regu-

Other manufacturers face:|
the. prospect of heavy losses.-on:| isfy 'the consumer:

The effect !

" De Gaulle Govemment Adogits |

Economic

Program

Will Combat Inflation, Restore Nation’s Industrial Pro-
duction, and Provide That Sources of National Wealth
Will Be Put at Nation’s Disposal.

-According to the French Pr

ess and Information Service.thc

French Cabinet, which met on Nov. 17, 1944, under the presidency
of General de Gaulle, examined the pohtlcal and economic plan sub-
mitted by Mr. Mendes-France, Minister of National Economy.
After several broad exchanges of views, the members of the
government unanimously adcpted the followmg plan:. to adopt a

firm policy in favor of price sta-®

bilization and control. The Gov-
ernment is resolved to prevent by
every possible means, the vicious
circle ‘of price inflation which
would lead {o higher wages, and
even higher prices, until ultimate
financial disaster., In order to
achieve financial stability, it will
be necessary to reabsorb progres-
sively the surplus means of pay-
ment which are weighing down
the buying power of the franc.
This will be accomplished through

" la State loan and through. fiscal

measures that will absorb the
surplus money in circulation.

The Government also decided to
take strict measures to draw up
inventories of fortunes and illicit
profits. In the economic field the
Government’s efforts will bear on
the resumption of the nation’s in-

dustrial production. Important re- |-

sults have already been obtained
concerning electric power and the
coal situation. This work will be
continued.” The reorganization of
the transportation system must be
hastened "and  given an absolute
priority, as iransportation has a |
direct influence on economic re-
covery. Certain mechanical in-
dustries for repairing locomotives,
railway cars, and trucks have he-

gun working again. Stern leveling |

measures
ensure indusirial recovery. . First
of all, it will be necessary to re-|
store the possibilities for produc-
ing manufactured goods, which in |
turn- will: make - it. posmble to sat-
s’-needs. Fac-
tories -that turn .out machine-
tools, and factories that turn raw
materials -into . finished .products
will be. given the most attention.

This is the:indispensable condition
for. :the economic . recovery  of
France. Frenchmen must obey the
general regulations, so that the
| available resources.of the country
will be used to the best advantage.’

"The program that was adopted
by the Cabinet provides that the
great sources.of national wealth
will he put at the nation's dis-
posal, - and alsc ' determines - the
plan . for' nationalization, which
will be' carried out le"ally and m
an ordexly manner.

the problem, the nationalized sec-
tion will be defined, as will be the
tree’ industrial section. Betweén
the two there may be a State con-
trolled section. _

The decisions: that have been
taken have such a vast scope; that
they may be carried out only after
far-reaching effects. Thée struc-
tural reforms, now -
must. succeed; for the nation’s re-
covery depends on their success.’

Investment Opportunities -

‘Atlantic Coast Line bonds and
stock . offer attractive investment
onportunities, with: the prospects
of good business for a number, o*
yvears to come  overshadowine.
those for unsettlement, accordine

pared by Vilas & Hickey. 49 Wal'
St,, New York City. Covies of

cusses the situation in some detai’
are available to brokers and deal-
ers upon request to Vxlas &
chkey

‘After tho*ough exammatmn of ‘

a.thorough examinatioin of their |

underway, |

to a study of the situation ore- |’

this interesting  study which dis-:

Bright Possibilities

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
which the firm believes is an out-
standing cement stock with a div-
idend arrearage.

The current situation in Centxal
Iron and Steel also appears inter-
esting, according to a bulletin just
issued by Lerner & Co, Copies of
this may be. had for the asking. -

Situation Looks Good

Wellman Iingineering Company
ioffers interesting possibilities ac:
icording to a circular issued by
{Wm. J. Mericka & Co., Inc, 29
Broadway, New York City, mem-
bers of the Cleveland Stock Ex-
\change Copies of this circular
may. be had from the firm upon
}request

Canada’s Third Largest

Drumhelier, Ehrlichman  Com-

will* be  necessary t‘)’pa\ny Exchange Building, Seattle,

|Wash have prepared a very at-
tractive circular; in colors, on the
vCuy of Vancouvm B. C., Cana-~
da’s third largest city. Comes of
fthls study may be had upon re-
‘quest” from the firm.. Requests
sheuld bé addressed to the atten-
tion of Mr. Josef C. Phllhps

Attractive Possibilities |

E. & G. Brooke Iron: Co.. and H.
G. Robertson Co. offer attractive
possibilitiés, dccording ‘to memo»
randa issued by Buckley Brothers,
1529 Walnut St., Philadelphia, Pa.,
members of the New York Stock.
Exchange and other national ex- -
changes.- Copies of these memo-
randa may be had from Buck]ey
onthels on request.”

Ranls vs. lndustnals

Copies of an address by Patrick
D. McGinnis “Post-War Railroads
vs. Indusirials” ~have. been pre-
pared for distribution by Pflug-
felder, Bampton & Rust, 61 Broad-
way, New York City, members of.
the New -York. Stock -Exchange.
Copies. may be had from Pflug-
felder, Bampton & Rust upon
wrltten lequest

,Attractive Situation

Mortgage bonds . of -Chicago
North Shore & Milwaukee offer
interesting possibilities, according
to-a report prepared. by Reynolds
& Co., 120 Broadway, New York
City, members of the New York
. Stock Exchange. .. Copies . of ‘this
report may be obtained from
Reynolds & Co. upon request,

Available On Request
Schenley Distillers Corporation
have prepared an attractive book=
let /containing -the: first articles
in the series they have been run-
ning in the “Financial Chronicle.”
Copies of .this booklet may ke had
unon request by writing to Mark
Merit. in care of Schenlev Distill-

lations of OPA conform to the!version pricing principles. issue’
broad statement of sound recon- by Administrator Chester Bowles.

Rather, it provides that if his

prices ‘ate mote fow 1Gwes. thin ers Corporation. -350 - Fifth - Ave,,

New York 1, N. Y,

upon request.

itized for FRASER
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Do Insiders’' Transactions

Affect Stock Prices?

(Continued from page 2347)

month, and is usually released to
the press in about three weeks,
although sometimes later.

Profits Within Six Months
Recoverable

The law provides that, “for the
purpose of preventing the unfair
use of information,” any profit
"realized by a director or officer
from any purchase or sale within
any period of less than six months
shall inure to and be recoverable
by the corporation, and suit to re-
cover such profit may be insti-
tuted by the corporation or by the
owner of any of its securities if
the corporation fails or refuses to
bring such suit within 60 days
after request. No such suit shall
be brought more than two years
after the date of the profit. Ex-
ceptions are cases where the se-
. cumty was acquired in good faith
in connection with a debt previ-
ously contracted, and exempted
securities, chiefly those of the
-Federal Government, States and
municipalities. The law also pro-
hibits short selling on the part of

these msxders :

An Elght Month Survey

With a view to ascertaining the
possible effect of insiders’ trans-
actions on stock prices, we have
conducted a survey of the SEC re-
ports for the eight months from
September, 1943, to April, 1944,
inclusive.
quests . and other . ownership
changes not occurring in the open
market, and confining the data to
actual purchases and sales in the
neighborhood of approximately

| research, we conclude that,

Eliminating gifts, be- i

5,000 shares and upward (some-
times spread over several days),
considered ' large enough reason-

|ably to be expected to have any

market effect, the results for is-
sues of market interest are shown
in the accompanying table.

Comparative Price Intervals

A comparison is given between |

the price on the date of the trans-
action and the price 30 days ear-
lier, followed by the prices re-
specnvely 15 days after the trans-
action (to reveal-any marked im-
mediate . effect . that might be
ascribed to, the .transaction), 45
days after (or about the time of
public knowledge of the transac-
tion as revealed by the SEC re=
port), and six months later (to
show the state of the market after
a4 reasonable interval), As the
lapse of at least six months  is
necessary to observe -any long-
range effect,” April ‘is the latest
month the transactlons in which
are taken.

“Analyzing the Results
In'reviewing the results of this
con-
trary to popular belief, the so-
called insiders’ dealings in their
own' securities have little or no
real ‘effect on the market. Out of
200 transactions in the table, 89
or about 45% show practically no
change at the end. of six months.

In'ihe 111 transactions follow-
ing which definite market changes
were registered, it appears that
more often .than not the market
has ‘acted. adversely rather than
advantageously. to  the position

INSIDERS’ SALES-—-SEPTEMBEK 1943’ TO APRIL 1944

Price ',
30 days
before  Date .
Sale
2%
2% 3
2% . 3 3 3 3%
26%
28% ¢
29 -°
4%
167
15%
14%
12%

No. of
Shares
12,000
3,650
850
1,000
2,500
2,000
32,000
16,000
3,500
800

Company—
Airway Elec, Appliances
Airway Elec. Appliances

American Distilling ___
American Distilling _
American Distilling _

Basic Refractories

Bath Iron Works.

Bell Aircraft _..

Bell Aircraft

Bell Aircraft

Climax Molybdenum

Climax Molybhdenum _

Climax Molybdenum .._ Sl
Columbig ' Broadeasting “A"__
Continental Motors. ____
Crown Zellerbach $5 Pref

1,200
2,400

Dunhill Int'l

Dunhill Int’l _

Equity Corp.

Equity Corp.

Equity Corp.

Fureka Vacuum Cleaner
Eureka Vacuum Cleaner.
Eureka Vacuum Cleaner.
Eureka Vacuum Clzaner.
Farnsworth Television .
.Farnsworth - Television
General Motors
General. Motors
Gilchrist .

Gilehrist .-

Lion 011 Reﬂnlng
Loew's Inc. ...
Loew’s Inc,
Maytag
Maytag
Maytag
Maytag
Maytag
Maytag
Maytag
Maytag
Maytag
Maytag
Maytag
Maytag
Maytag
" Maytag
Maytag
Maytag
Maytag
.. Maytag
Maytag
Maytag
Maytag
Maytag
Maytag
Mavtag
Maytag
Maviag
Maytag

igitized for FRASER
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Price

Price 6 mos.
45 days after
after Sale Sale
2% 3%
2% 3%

Price

15 days

o« after
Price  Sale

2%

of Sale

27%
26Y4

28%
2%
267

434

26%
2%
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Price -
30 days
before

No. of
Shares

2,093

Company-—
Maytag $3 pref
Maytag $3 Pref..
Maytag. $3 Pref._
Nash-Kelvinator

| Nash-Kelvinator ...

Oliver United Filters *
Omnibus Corp, ...
Omnibus Corp,
Omnibus Corp.

Park & Tilford

Park & Tilford...
Park & Tilford.

Park & Tilford

Patino Mines _

Patino Mines -,

Patino Mines

Patino Mines -

Patino Mines _

Patino Mines -

Patino Mines .

Chas. Pfizer

Philco Corp.

Philco Corp.

Phoenix Hosxexy
Pittsburgh Steel

Public ‘Serv, 'Corp:,
Publi¢ Serv. Corp,, N. J.
Public Serv. Corp., N..J.
Rayonier Inc.

Rustless "Iron ' & Steel
Rustless Iron & Steel

Sparks ‘Withingto
Sparks Wlthmgton 4
Sparks Withington. .
Standard Steel Spring
Standard Steel Spring..
Standard 'Steel Spring.
Standard Steel Spring
Standard Steel Spring.
Studebaker

. Utah Idaho Sugar.

Utah Idaho Sugar.
Webster Eisenlohr ..
Webster Eisenlohr: .
Webster Eisenlohr "..
Webster Eisenlohr-
. W. Woolworth

. Woolworth__.
. Woolworth_

. Woolworth_
. Woolworth. ... l

g

Price Price
15 days . Price ' 6 mos.
after . 45 days. after \
Sale after Sale Sale
34% '33% 39
34!’,’; 33% - 387
34Ys -33%2 393
11% 12%
12% . 113
7

‘/4
6%
6l
7%
3%
1 16%
75

~Date
of Sale
3-16
3-17
3-20. -
12-8
12-21
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INSIDERS’ PURCHASES—SEPTEMBER 1943 TO APRIL

Pnce
30 days
before

Pur~

chase

No.of

‘Company— " Shares

Am.. Cities Pr. & Lt.
Ashland Oil & Ref..
Bellanca Aircraff -
Butler Bros.

J, L Case..

J. I. Case.

City Stores

City Stores -__._
Colonial Airlines .
Consolidated Cigar
Consolidated Gas .
Consolidation Coal -

ich

*| Consolidation Coal .

Continental Can ..
Continental Can
Continental/Can
Continental Can __.._.
Eureka Vacuum Cleaner_.
Gimbel Bros

Gimbel Bros. .

Grant (W.: T.)

Gulf Oil .

Gulf Oil

Gulf Oil

" Int, Utilities ““A”_

Int. Utilities “A”.

Int. Utilities “A”_
Jeannette Glass

Kansas City So. 5
Kansas City So. Ry.
Kansas City So. Ry.
Kansas City So. Ry.
Kansas City So.. Ry.
Kresge ‘Dept.. Stores......
Pharis Tire '& Rubber.
Phoenix  Hosiery

Public Service Corp., N.
Public Service Corp.,.N.
Public Service Corp., N.
Public Service Corp.; N.
Public Service Corp.,
Public Service Corp., N
Sharon Steel ... =
Sharpe & Dohme
Snarpe & Dohme

8. Stroock
Tri-Continental ...
United Elec. Coal-...
Universal Laboratories -
Universal Laboratories -
Webster Eisenlohr ...
West Indies Sugar..
West Indles Sugar._____.__ s

15,000
5,000 .
7,000
6,900

taken by the insider, the propor-
tion being 66 of the 'former:to 45
of:the latier. In the case of 34
purchases, 32 were followed by an
~dyonce and 2 by a decline, while
ini77 sales only 13 were followed

by ‘a decline and 64 by an ad-:

vance.

A necessary qualification is that
while one would expect that a

Price

15. . Price -
days 45 days
after - after
of Pur- Pur-. . Pur-.
chase chase -chase
45 . 234 2%

2-9

1- 28

Date

6
2%
9%

3678
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3%
6%
22%
22’/4 22%

19 ‘/u 2= 17

purchase to be satlsfactory nor-
mally should be followed by, a

nigher price and a sale by a lower
price, such results arve rot neces-
sarily and always sought

Not all purchases are made with
profit as the sole motive. An offi-
cer or director may acquire more

shares of his company’s stock as a

H January .
;| February -

pointed official may make an ini=
tial mvestment for a 51m11a1 rear
son. -

Frequently sales may be 1n-
spired by some reason other than
an expectation of lower. prices in
the future — . profit-taking, the
need for raising- capital -to . pay
taxes or other personal reasons.
Again, retirement from manage~
ment or- from . business entirely
may actuate-an individual in re-
ducing his holdings." Another fac~
tor: is the difference between the
long-term  (50% taken into ac~
count)- and. -short-term  (100%
taken into  account) holdmg pe~

P I'lOdS in the capital gains tax law.

Comments on the Table
Of - the 200 transactions . re- .
v1ewed 56 . were purchases and
144 were, sales.
30 Days Before —It wxll be ob-

‘|'served" that, compared - with the

price  prevailing - 30 ‘days" earlier,
of the purchase transactions, 39
were made at-a higher price and

116 at a lower, with one unchanged,
| while:of.the saletransactions 88
;'were made at:a:higher price and
. |47 at a'lower, with 9 made at no
<7| change in price:,

‘15- Days: After.’——Of the pur,—

- chases 31 were " higher than the -
- transaction’level, ‘and: 17 ‘lower,
‘'with 8 unchanged ‘of the sales,

66 were higher, 58 lower, and 20
unchanged. .

- 45, Days- After. - Of ~ the pur-,,

chases 32 were higher, 21 lower

and 3 unchanged of the sales, 72

| were higher, 64 lower ‘and:8 un- -
s changed

.6:Months After. Of the. pur-

b chases, 52 were higher, 4 lower
‘| and: none-unchanged; of the sales,
¢1104 were higher, 34 lower and 6

unchanged

‘While. sales show results con-
trary to what might appear the
interests of the person consum-
mating the transaction to a‘much -
greater ‘extent than ' purchases,
another factor to be considered is
the trend of the general market.
Except for-an initial decline from
September to November, 1943, the
market showed a slow but steady
rise to. June and July, 1944, fol-
lowed bya mild reaction,: indi-
cated by "the Dow-Jones Indus-
trial Stock' Average (month-end
closings) as follows.

1943
August whei 138,62
September 140.12
October ...
November

1944 A g
September - 146, 73
 October - 146,53

Conclusnon

" The extent  and ‘market. e£-
fect of purchases and sales of their

| own. securities by officers and di-

rectors appear.to have been great-
ly exaggerated in the public mind.
A study - 'of SEC monthly re-
ports over.an eight-month period

+|indicates. that. in the main these
:{insiders” transactions are not large

and have no discernible influence
on the course of prices, immedi-
ately after they are made, later.

“lwhen -they are publicly -revealed,
‘lor
‘imarked price changes do follow

.after. ; six = months. Where
the transactions,: the maiority of :
results, contrary to public. belief,
are not advantageous to the in-
sider, judged solely from a mar-

| ket price standpoint.—Revrinted

from “Investment Timing” of Nov.
22,1944, published by the ‘Eco-
nomics and ‘Investment Depart-
ment of the National Securities &
Research Corporatlon of New
York City.

Attractive Valves

Betkshire Fine Spirning  $5
convertible - preferred and . com-
mon-stocks ‘offer attractive values
at éurrert market levels accord-
ing-to a memorandum iccued by
‘Scherk, Richter - Company, Lan-
"dreth Building, St. Louis 2, Mo.
.Copies of this memorandum, dis;
cussing the showing Perkshire has
made and its post-war ovtlook,

may be had from Scherk, Richter

matter of pohcy, or a newly-ap- Company upon request.




Voluime 160  Number 4338

THE COMMERGCIAL & FINANCIAL CHRONICLE

2375

' Galendar Of New Security Flotaficns

EXCESS INSURANCE CO. OF AMERICA
has tiled a registration, statement for 48,
y81 shares -of capital stock (par’ $5).
Shares ars to be oifered for subscription to

present stockholders of record May 31, |

1944, on a pro rata basis at $8 per share.
Net preceeds will- be added . to company’s
capital und surplus- funds. . Unsubscribed
shares will be sold to Lumbermens Mutual
Casualty Co. for investment. Filed May
ig 1944, Details in' “Chronicle,” June 8,
1944. 5

FIORIDA 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'adadl
‘tional funds from the troasury to-the ex-
‘tent,required, are to he applicd as follows:
\Redemption of 28,762 shares 7% . cumulas
itive preferred at $110 per share $3,163,820;
‘redemption of 5,940 shares of 7% cumula-
itive preferred at $52.50 per share $311,850;
donation to Georgia Power & Light Co. t¢
‘be used for redemption of certain.of its
isecurities as provided in recap plan’of that

lcompany $1,400,000; payment to Genera) |

iGas & Electric Corp. for 4,200 shares ot
186 preferred of Georgia Power & Light Co.

‘75,600, and -expenses: $80,000, total- $5,-
1031,270. Stock is to be offered for sale by
the company pursuant to Commission’s
‘corpetitive bidding Rule U-50, and names
rof underwriters will be filed by post-effec-
itive amendment, The succesful bidder wil
‘name - lhe ; dividend “rate on the . stock
IFiled July 21, 1944, Details in “‘Chronicle,’
iJuly 27, 1944,

i GERMANTOWN FIRE INSURANCE. CO,
tias filed a registration statement for 50,-
1000 shaves of common stock, $20 par, ‘and
ivoting “trust certificates  for said - stock.
‘Folicyholders of Mutual Fire Insurance of
‘Germantown - are - to have - pre-emptive
irights to subscrihe for the. common stock
at $20° per - share. in proportion to. the
_respective premiums paid by them- npon
'insurance policies issued by Mutual. Vot-
+ing  trust certificates representing -shares
.not subseribed will be. olfered to the gen-
‘eral public at the same price. Al stock-
‘holders avill 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,

HANCHETT MANUFACTURING CO. has
‘filed a registration statement for. $450,000
'tirst morigage -convertible 5% % honds,
series A, maturing serially from 1945 to
1964, and 45,000 shares of common stock
(sl par). The shares are reserved for
ifssue upon conversion’ of $450,000 Tirst
mortgage convertible bonds, Undepwriter
jis P. W. Brooks & Co.. Inc., New York
| Procceds will be applied to the reduction
‘of bank loans. Price range 101 for 1945
ymaturities to 99.5 for 1960-64 maturities.
,Filed July 20, 1944, Details in “‘Chronicle,”
July 27, 1944, 3

HARRIS MANUFACTURING CO. has
.filed & registration statement for 60,000
shares of 77 cumulative convertible class
A stock | (par $5) and 120,000 shares of
class B (par $2) reserved for ctonversion.

!

{ :
.The 7% - cumulative convertible class A
stock will be offered at $5 per share
[ Proceeds will be used for working capital,
Nelson Douglass & Co. heads- the list of
. underwriters. - Filed Oct. 9, 1944, Detalls
in “Chronicle,” Oct. 19, 1944,

! LINCOLN ' PARK, INDUSTRIES, - INC,,
has filed a - registration . statement - for
| $250,000 6%  ten-year debentures matur-
iing Nov. 1,:1954, Debentures to be of-
; fered directly by the company at par and
"{nterest. Not underwritten.. Proceeds for
. additional working capital, Filed Sept. 27
1944, Delalls in “Chronicle,” Oct. 5 1944.

;. MOORE .WINDSOR CORP. has filed. a
registration statement for 100,000 shares of
1215 cent cumulative dividend and particis
pating preferred stock, par $1. per share;
The net proceeds of approximately $200,000

, will be used : for working capital and ex-
pansion of the company’s business, W: H.
Cobh & Co., Inc., New York, is named
principal underwriter, Offering price. to
the public $2.50 per share.  Filed Nov. 10,

1944,  Details in “‘Chronicle,”. Nov, 18,

- 1944, s A

THE OLD STAR DISTILLING CORP.
has filed a registration-statement for 5,000
. shares of $100 preferred stock, non-cumu-
-lative and now-participating. Price to
public 'will be $110 per share; proceeds to
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,

§ AND W FINE FOODS, INC, has filed
a registration statement for 75,000 shares
of common stock (par $10).  Proceeds for
. working capital which may be used for
¢ plant improvements and office and ware-
house ‘expansion, Blyth & Co.; Inc.. are
underwriters. Price to public $16 per share.
Filed Scpt. 28, 1944. ;

TIDE WATER POWER CO. has filed a
registration statement for $4,500,000 first
mortgage honds 31%%. series due Nov. 1,
1974, and 10,000 shares of ‘5% preferred
stock, par $100. Bonds and preferred
stock are fo be offered for sale at com-
pelitive bidding, - Net proceeds estimated
to be approximately $5,605,000, together

+ with such cash from the company’s general
funds as may be required, will be used to
redeem '$6,065,500 first mortgage 5% series
A bonds due Feb, 1, 1979, Filed Oct. 9
1944. Details in “Chronicle,” Oct. 12, 1944,

VERTIENTES-CAMAGUEY SUGAR CO |

or ‘CUQA.—696.702 shares -of common
stock (86,50 par), U, 8, currency. Of shrs
~registered, 443,850 are oulstanding and

owned by -the National City Bank, N.'¥
Several underwriters have agreed to pur-
chase $1,663,500 of first mortgage. (col-
lateral). 5% .convertible bonds-of company
due Oct. 1, 1951, owned by National City
Bank, N. Y. Underwriters propose to.con-
vert these bonds at or prior to closing and
the 252,852 shares of common stock which
are received by the underwriters on suck
conversion, together with the 443,850 shrs
previously mentioned, will make up the
total stock to be offered, Harriman Ripley
& Cc., Inec,, N, Y. principal underwriter
Filed Mar 29, 1944. Detulils in “Crronicle,
April 6, 1944.

OFFERINGS

" MAJESTIC * RADIO & TELEVISION
CORP. has filed. a registration ctatement
for 297,500 ‘shares of -common- stock (par
one cent), Of the total 200,000 shares will
be -sold by.the company, 95,000 shares will
be' issued - to- stockholders upon exercise of
options. and. 2,500 shares will be sold by
another  stockholder.. Proceeds from sale
by Majestic: will be used not in excess of
$170,000 for the purpose of calling at $1C
per -share all‘of the outstanding 26,01€
shares (no..par) preferred stock.  Holder:
of more than 9,000 shaves of preferred, in-
cliding . British - Type Investors, Inc., anc
Empire . American - Securities Corp. have
stated that. such stock “will be convertec
into common  stock and mot presented -for
redemption, and company’s statement said
it -is probable that other holders of- pre-
ferred will take similar action. .Balance
will be 'used to record, manufacture and
sell - phonographic records .and working
capital; Proceeds to. Majestic on sale ol
the 95,000 shares upon -exercise of options
amounting to $112,499 will be added tc
working capital.. Kobbe, Gearhait & Co.
Inc. is principal underwriter. Filed Oct
12,1944, - Details in *‘Chronicle,” Octi- 19,
1944, vt
Offered by Kobbe, Gearhart & Co. Inc.
at $4.50 per share.

NEW FILINGS

List of issues whose registration
statements were filed less than twenty
days ago, grouped accerding te dates
on which registration statements  will
in normal course become effective, un-
tess accelerated at the discretion of the
SEC. J

THURSDAY, DEC. 14

AMERICAN "HOME PRODUCTS CORP.
has filed a registration statement for 98,535
shares of capital stock, par $1 per share.

Address—350 Fifth - Avenue, New York
City.

Business—Manufacture of ethical drug
preparations, food products, cosmetics and
toilet preparations, ete.

Offering—The corporation proposes to
offer to the holders of its capital stock
rights to subscribe at the subscription price
to be filed by amendment to the new stock
at the rate of one share for each ten shares
of capital ‘stock-held. The unsubscrib2d
stock will be offered to the public by the
underwriters.

Proceeds—The net proceeds will be added
to the general corporate funds of the com-
pand. - Depending upon future business con~
‘ditions, it is anticipated that a substantial
part .of the proceeds will eventually be
cxpended upon ‘land, equipment, ete., to
improve manufacturing facilities and pro-
vide -for possible growth of the corpora-
tion's business.” Part of the funds may be
devoted to the completion of two projects,
equipping of the leased building in Phila-
delphia, Pa., for the Wyeth Institute of
Applied: Biochemistry, and construction of
a new plant in' San Jose, Cal, for the
processing of ‘baby foods. The corporation
is indebted to banks in the amount of
$1,900,000 on. short-term loans maturing
Dec. 26 and 27, 1944, which it is expected
will be paid at maturity without the use
of proceeds from the proposed financing.

- Underwriting—Hornblower & Weeks, Naw
York, head the underwriting group. Others
will be named by amendment.

Registration Statement No. 2-5534. Form
A-2. (11-25-44.):

DATES OF OFFERING
UNDETERMINED
‘We present below a Tist of ‘lssuer
whose registration statements were filed
wenty days or more ago, but whose
fering dates. have not' been deter
ained ar are unknown to us

AERONCA AIRCRAFT CORP. has filed a
registration statement for 75,000 shares of
55-cent cumulative convertiblé preferred
stock (par $1), and 33,600 shares of com-
mon (par $11.
offered, 25,000 shares are for account of
the company and 8,600 shares for the ac-
count of a stockholder.  Proceeds will be
used to ‘increase company’s working cap-
ital, The 8,600 shares being sold by a
-tockholder are owned by Carl 1.  Fried-
lander who will receive the proceeds. F.
Eberstadt & Col New York, is principal
underwriter, ‘Filed Oct. 21, 1944, Details
in “Chronicle,” Oct. 26, 1944. »

ALVA PUBLIC TERMINAL ELEVATOR
€O. has filed o registration statement for
$950.000 10-year 6% subordinated sinking
fund notes, due 1954. Procecds will be
used for the purchase of the real eslate
and the construction of a one million
bushel elevator, with a three million bushel
head house. To be offered mainly to
people in the Alva, Okla., community ‘who
are intervested in construction of the grain
elevator. Filed Aug. 8, 1944.

CAPITAL TRANSIT CO. has filed a reg-

istration - statement for $12,500,000 first
and refunding mortgage bonds, series A,
% due Dec, 1, 1964. The net proceeds

Of the common stock to be |-

New York Stock Exchange
Weekly Firm Changes

The New York Stock Exchange
has announced that:

The -proposed transfer of the
Exchange membership of L. J. S.
Brody to Daniel E. Wade will be
considered on Dec. 7.

Charles  A. Gildea, member of
the Exchange, died on Nov, 22,

Jesse C. Dann, Jr., limited part-
ner in’ Vietor, Common, Dann &
Co., -Buffalo, N, Y. became a

general partner effective Nov. 1.

" Interim Fire Report
Butler-Huff & Co. of California,

210 West Seventh St., Los An-|

geles, Calif. have prepared an in-
teresting interim report on Fire

Insurance Stocks. Copies of this |

detailed -brochure, and a compar-
ative table of fire insurance stock
pricing may be had from Butler-
Huff & Co. upon request,

Funding Wrnts. Interesting

B..J. Van Ingen & Co., Inc., 57
William Street, New York City
and MacBride, Miller & Co., 744
Broad Street, Newark, N. J.,; have
prepared 2 memorandum on the
interest funding warrants of the
Borough ‘of Fort Lee, N. J. Copies
may be had from either firm upon
request.

Interesting Study =
Newborg & Co., 30° Broad
Street, New York City, members
‘3f the New York Stock Exchange
and other leading exchanges, have

prepared an analysis on the Gen-
aral Finance Corporation, Copies
may be had from Newborg & Co.
upon request. e

Tomorrow’s Markets
Walter Whyte

Savs
(Continued from page 2350)

the. kind of buying which in-
dicates any immediate return

| to general strength. Volume,

for example, has .not kept
pace with the rise. On the
decline of two . weeks ago,
trading was heavier than for
some time. Some of the sell-
ing may have been for tax
purposes, though this seems
premature. But whatever the
reason, it was there and can’t
be shrugged off by one or
even a few days’ strength.

On the constructive side of
the picture it can be said that
stocks did go'down to a crit-
ical level, then turned around
again, If the turn-around
wasn’t sharp it was signifi-
cant in that it proved that
support levels do exist.

To that extent it demon-
strated again that the main
trend -is still bullish.  But,
applying a general bull pic-
ture and breaking it down to
its component parts to the
point where individual stocks
can again be recommended, is
something élse. The easiest
method to follow from here
on is to buy a couple of stocks
at the market and keeping

Socialist Parly Executive Gammillee Says FBR’s |
Training Plan Brazenly Insults American People

Says Compulsory Universal Service is Part of Program to
Avoid Unemployment and “Start a Military-Imperialist

Corps.”

" Condemning the President’s announced support for compulsory
Executive Committee of the Socialist
20, asserted that President

universal service, the National
Party,

Roosevelt had “brazenly insulted”

meeting in New York on Nov.

the American people by talking

about brushing teeth and cookery when what is at stake is the
totalitarian regimentation of American youth.

The statement of the committee®

follows: : ¥

President Roosevelt has braz-
enly insulted the American people.
He seeks to reverse a basic law
of democracy by subjecting Amer-
ican youth to totalitarian regi-
mentation, Yet he discourses on
brushing teeth, and training for
cookery and carpentry.

By supporting compulsory uni-
versal service he tells the world
that the war aims of the Admin-
istration are bankrupt. He ad-
mits that the Dumbarton Oaks

proposals hold not™ a hope for

peace, but for war.

It has been a bitter indictment
of the capitalist system that the
draft has revealed the deplorable
state - of the health of young
people,
this as an argument to support
universal conscription. In Machi-
avellian fashion, he asserts that
{he Civilian Conservation camps

Yet the President uses.

were a democratic, healthful in-
stitution. Yet the camps were
established to make a pretense of
reducing the unemployment that
was rampant during the Roosevelt
regime,

Compulsory universal service is
part of the inevitable post-war
program of the Roosevelt Admin-
istration to aveid unemployment
by putting men in uniform. It is
the inevitable step of a war Ad-
ministration—to start a military-
imperialist corps.

If the President were at all
honest about the health of Amer-
ica’s youth he would support a
country-wide program of social-
ized “medicine which would see
that children receive sufficient
nutrition at birth. That would
demand an -economy based on
peace. The President’s prime in-
terest is underwriting a war
economy.

from the sale of the bonds and from a
$2,500,000 bank loan with {reasury cash
will be used for refunding. purposes and to
make payments on account of equipment
purchases, etc.. Bonds are to be offered for
sale. At competitive bidding. Filed Noy.
10, 1944, Details in “Chronicle,” Nov. 18,
1944,

COASTAL TERMINALS, INC. hag filed
a registration statement for 25,000 share¢
of common stock (par $10). Proceeds will
be used for the acauisition of land, equip-
ment and for working capital. Price to
public $10 per share. Not underwritten
Filed Sept. 20, 1944, Details in “Chronicle,”
Sept. 28, 1944,

THE EUGENE TREEMAN CO, has filed
a registration statement for $300.000 trade
acceptances. Proceeds will be applied to
organization expenses, acquisition of motor
trucks, real ‘estate, buildings, machinery.
etc. Filed Sept. 13, 1944, Details in
“Chronicle,” Sept. 21, 1944.

Registration statement withdrawn Nov.
15, 1944,

Seaboard Of interest

Sutro Bros. & Co., 120 Broad-
way, New York City, members of
the New York Stock Exchange
have prepared - an ' interesting
arbitrage circular on Seaboard Air
Line Railway Co. Copies may be
had from the firm upon request.

Attractive Situations
Common and 6%
convertible

ama Coca-Cola offer attractive
situations according to circulars
issued by Hoit, Rose & Troster, 74
Trinity Place, N. Y. City. Copies
of -these circulars may be had
from the firm upon request.

cumulative
preferred of ‘the
‘American Bantam Car and Pan-|

the recent lows as the levels
at which stops would obtain.
The temptation is strong to
ladvise such a method.” It
doesn’t seem particularly dan-
gerous and losses, if they
occur, could theoretically be
cut short.

" e
ES %

But, because it seems so
simple, it has probably more
than its share of danger. I
have been in the market too
long" to take a gift without
suspecting some catch. May-
|be the catch isn’t there.
Maybe it exists only in my
mind. But, unless 1 can re-
move that suspicion, or better
still, if the Street removes
that suspicion for me, I intend
to step very carefully.

Two weeks ago when I ad-
| vised liquidation the market
was about 149. Possibilities
of a push-through to above
the all-important 150 point
seemed excellent. Yet, a few
days later, the averages were
at about 145. Today they
are back to about 146.50. So
far as a market prognosis is
concerned, this little rally is
without = significance. ~ One
piece of bad news can set the
whole thing back on the skids.
And many stocks are still too
close to their critical points to
allow of any convictions.

So, until further signs are
given, the opinion here will
have to be that this is not the
timg; for buying. If the ad-
vice proves wrong it won’t
be wrong for more than a
couple of points. In any case,

the advice is that this is the
time to play safe, and wait
and watch.

More next Thursday.
—Walter Whyte

[The wviews expressed in this
article do nmot necessarily at any
time coincide with those of the
Chronicle. They are presentcd as
those of the author only.)
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“MOur Reporter on Governments”’
By' JOHN T CHIPPEVDALE JR.

The Government bond ‘market last week showed only: minor
"fluctuations despite considerable activity, and undoubtedly this situ-
‘ation will prevail until the ending of the Sixth War Loan. .. . The
partially exempt issues, 'particul‘arly the short- and long-term obliga-
,iions, were- somewhat easier. . The decline in the former was
_attributed to switching out of these maturities into the intermediate-

. ‘term issues in this group, while the longer term bonds gave some

ground due to profit-taking iollowing their recent rise. . .-
It was learned that some institutions believe that the mter-
.mediate maturities of the ‘partially exempt obligations such as
. the 314% due 1949/52, the 214% due 1949/03 the 21%4% due

,1950/:)2, the 241% due 1951/54, the 3% due 1951/55 and the

214 % due 1951/54 are more attractive at present prices than

the shorter term-issues in-this classification, and they have been

making switches into the middle-term maturities. . . .

. It-was also reported.in certain quarters of the financial district
ihat many feel that the spread between the intermediate-term par-
‘{ially exempts and the long-term partially exempt issues have now
‘parrowed to a point where it is no Jlonger considered advisable to
. Likewise, it was learned
‘that institutions that are not concerned with excess-profits taxes
took advantage of the recent strength in the longer term. partially
exempt issues with the exception of the 275% due 1955/60 to obtain
funds, part of -which were reinvested in the 215 % due 1964/69. at
100 3/32 w1th the ‘balance. used to subscribe to the 2% % -due
<1966/71. .

;A(‘TIVITY IN TAXABLES

‘The hllmg in of maturities, as well as switching within the
cutstandmo issues, resulted in .substantial activity in the taxable
cblwatlons with good demand being notad for the 2% due 9-15-51/53
and the 2% due 6-15-52/54. . Some of the dealers, as well as

“the large New York City banks are advising the purchase of the

‘called 4s. paltlculdlly for mstltuhons that want to acquire the new

2% due 12-15-52/54.

’ In their opmmn (he called 4s, on a no-yield basis plus 7/32,
which is equivalent to a cost of 1007/32 for ihe new 2% due’
12-15-52/54, which can be obtained in exchange for the called 4s,
is still an attractive price for the new 2s. . .. This opinion is
based on the expectation that these bonds wnll sell between |
100 9732 and 100 11/32 when they are available in the market
at the close of the War Loan Drive. . . . ‘

PEFERRED SUBSCRIPTION PRIVILEGE

It is indicated that the S'\vmgs banks will make greater use of
the deterred subscription provisions during the Sixth War Loan than
they did in the previous drive. . . . It was reported that these insti-
{tutions expect substantial 1ncleases in deposits during January and
! February of next year; and this means that larger subscriptions will
‘be entered during the.drive, under the deferred payment plan. . . .

“*These purchases will take care of the anticipatd new funds as well |

a5 less selling of Government issues presently owned, The. savings
banks have accumulated substantial funds for the Sixth War Loan
‘through the sale of municipal and corporate bonds as well as through

|REMEMBER . .

‘bPECULATION ON- EXCIIANGE BASIS

{|too. great. demand.

0Ul‘ long experience, up-to-date trading
)‘ac:lmes, and well-trained staff

‘l A]{l{ it possible for us to give you prompt

and efficient service in

OVER - THE = (M[J,NTF R SECURITIES
(Actual Trading ‘Murl.et.\,y/.llwu_)s)

.

- Kobbée, Gearhart & Company
INCORPORATED -
Members New York Security -Dealers Association

‘45 NASSAU STREET, NEW YORK 5

Trl.EPIFO\F rnn ADEL mm\ TELEPHONE, . .. BELL TELETYPE
REc1oR 2-3600" " FANTERPRISE 6015 - ' NEW YORK 1-576

the repayment of corporate issues that were recently refunded since
these banks did not replace to any extent the called bonds w1th the
lower coupon obligations, . ., . N ‘

“.There has been considerable ihterest in Government bond market
circles as to'what extent the called 4s will -be’ exchanged for the:
1%4%: notes, the 2% and 215 %-bonds. , . . It seems to be the opinion;
of many dealexs that the 2% and 215 % bonds. will be by far the
more popular issues in this exchange with the’ 114 % notes in not
. Some guesses heard in -the Street indicatel
(| that between.-85%: and. 90% -of the called 4s that are turned in-for,
exchange will take the 2% and 2% V2% issues. . . .

The Federal Reserve statement for the week ended Nov. 22, two
days-after the opening of the Sixth War Loan, showed the elfects-
of the preparatory work for the drive on the bankmg system, when
the 12 Federal Reserve Banks reported holdings of Government secur-
ities at an all-time- high' of $18,410,524,000, the first time in ‘the
history. of the central banks these holcungs passed the $18 billion
mark. . Holdings of Treasury bills reached an all-time high for
the syatem of $12,085,737,000. . On the other hand, the holdings
of this security by the 16 reportlng member institutions in New York.
City declined to $251.000,000, the lowest level in the last two
years. . It is indicated that the member banks of the system dis-
posed oi bllls and a few notes, in order to acquire nzeded reserves,
the strain on which will be relieved considerably about Dec. 1, when |
the bulk of the large subsecriptions to ‘issues bought in the present |
drive will be paid: tor and reserve required demand deposits will be !
{ransferred to war-loan accouns against . which . no reserves ‘are |
needed, .- ,. .

l;EPURCHASE AGREEMENT

It is believed, at that time, the member banks will buy back
substantial amoun's of the biils recently sold to Federal under repur-
chase agreements. . . . Last week’s statement of the Federal Reserve
System showed-a contmuatwn of the 1rend that has been pretty
much in evidence for quite some time now, when the member banks
of the system bought $83,000,000,000 of Government bonds, indicating
that these institutions are still lengthening maturities in order LO
increase income return. . . .

: Since the endmg of the Fifth War Loan, the onlv Govern-
ment security holding of the member banks that has shown an
increase during this period was their holdings of Government
bonds, with their position in the bills, certificates and notes down
subsiantially. . . . -

BILL OFFERINGS REDUCED

On Nov. 23, the Secretary of the Treasury announced that the
weekly offermg of Treasury bills would be $1,200,000,000 compared
with recent offerings of $1,300,000,000, a veduction of $100,000,000. .

It had been indicated for some tlme that such action might be tdken‘

since the Treasury’s” cash balance is very substantial, and with the
additional« funds to be obtained in the War Loan Drive, the Gov-
ernment will be in a position to carry on without the additional
$100,000,000 weekly for a:'considerable period of time. .. ,
1t is expected that between $18 billions and $19 billions will be
vaised during the present drive, which will further bolster the already
zomfortable cash position of the Treasury. . « . ’
- With the {rend of member banks purchases of Government
© securities toward the longer maturities, as well as the fact that
almost 72%  of the outstanding Treasury bills are held by the
12 Federal Reserve Banks, indicates that the money market at
this time can get ‘along very will with the smaller weekly
‘offerings of this security.

M. S. Wiew & Co.

40 Exchange Pl.,

th wAR |

}‘ BUY LOAN
BONDS

Members N. Y. Security Dealers Ass'n ]
N.Y.5 HA, 2-8780]
Teletype N. Y, 1-1307

|| Giant Portland Cement

|

iTel. HUB-1990

A Low-Priced Stock in an Industry
With a Bright Future

o~

An Outstanding Cement Stock
With a Dividend Arrearage

Riverside Cement “A”

$1.25 Cumulatwe Pamcmatmg :
Stock

erculars sent upon requcsl

LERNER & CO."

-10° POST OFFICE SQUARE
BOSTON 9, MASS.

Tele‘!ypv BS 69,

Northwest Cities Gas |
"' Stocks & Bonds

Lincoln Power Co.
Bonds
Dictribution - Term. Whse.
Stocks & Bonds
Central Warehouse Corp
Common
Continental States Tel.

Bonds

Henry De Meester & Co.

Members N.-Y, Security Dealers Ass'n
- 11 Broadway, New York 4
Telephone: WHitehall 4-1044

Bell Teletype: NY 1-1721

 WALTHAM WATCH CO.
69 Preferred

WESTERN INSURANCE

SECURITIES CO..
Class A

RALPH F. CARR & CO.

BOSTON 9, MASS.

Boston New York
Hubbard 6442 * Hanover 2-7913

Teletype
BS 328

Bank and Insurance Stocks
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Eastern States Pfd.
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W. T. BONN & Co.

‘120 Broadway New York 5 |||
Telephone COrtlandt 7-0744 i
Bell Teletype NY 1-886 (

Unlisted
Public Utility, Industrial
Real Estate
Lumber & Timber
Stocks & Bonds

Bought—Sold—Quoted

REMER, MITCHELL & REITZEL
Inc.
+ 208 So. La Salle, Chicago
Telephone RANdolph 3736
Bell Teletype—€G 989

»

American Cyandmld Co.
Preference Stock

Bought — Sold — Quoted

BRISTOL & WILLETT

ESTABLISHED 1920
Members of New York Security Dealers Association
115 BROADWAY, NEW YORK 6, N, Y.
Tel. BArclay 7-0700 Bell System Teletype NY 1-1493

|
|
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Tel. REctor 2-2020

Offerings Wanted
Empire Sheet & Tin Plate
' 65’48
Empire Sheet Common

v e

Hill, Thompson & Co., Inc.

Markets and Situations for Dealers

120 Broadway, New York §
Tele. NY 1-2660
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