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Confusion in
International Affairs

By HON. ARTHUR CAPPER*
U, 8. Senator from Kansas

" Republican Senator contends Great
Britain is' not  following - lines of
Anglo-American ' Loan’ - Agreement
toward breaking down world trade
- barriers. . Cites " - British-Canadian
Wheat Agreement and ' other ' bi-
lateral pacts . of Britain as proof.

Two" statements ‘it the current| .

issue ‘of “World Report,” David
Lawrence’s’ latest venture in the
governmenetal - reporting /- field,

: typify the

confusion that |

prevails in in-
B - ternationalre-
“ lations - these
days." ¢
8~ War - born
tensions
in i the ‘eco-
nomic life of
* Great Britain,
that tightened
mainsprings
of - trade .in
many - corners
of -the world,
have _been
considerably
LA relaxed by
the $3,750,000,000. . credit  estab-
(Continued on page 918) :
*A radio address delivered by
Senator | Capper ' ‘over = Station
WIBW, Aug. 11, 1946. i
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Main Street Says—

By DALE KRAMER

Publicist lists views of small-town Iowa banker as typifying cur-
- rent grass roots psychology—as follows: . (1):-General near-
. term optimism; . (2) - Expectation -of leveling-off of prices,  fol-
. lowed by a post-war “bust”; (3) Opposition to Federal - subsi-
. dies and. government extravagance; (4) Mild . internationalism,
. tempered by bewilderment; (5) Caution about the land boom,
but - determent from ' profit-taking by taxes thereon; and (6)
Political leaning toward Bricker,” with: Stassen’s initial strength -
waning. ; :

Main Street is prosperous and optimistic. Banks are loaded with

deposits, safety deposit boxes stuffed with war bonds. A ‘man had to
! be incom-&

By PHILIP CORTNEY =
Economist and President, Coty Inc,
- American economist contends Lord Keynes actually, if unwittingly,
sowed the seeds of nationalism and collectivisim. Asserts his
~ ideas have influenced United States destructively, in' getting blind
acceptance by economists and  politicians, in creating  appalling
confusion in" uncritical minds, and ‘in misinterpreting 1929 de-
pression, Mr. Cortney cites his recent correspondence with Keynes

Keynes’y Posthumous Message

. to show necessity for -complete clarification of his theories: to

eliminate public’s misinterpretation, -

In commenting on Lord Keynes’ article, posthufnously published
in the June issue ‘of the “Economic Journal,” ‘the London ' corre- :

petent or lazy
indeed to es-

@respondent of
the New

¥

cape ' solvency
during’ the
war, and con-
" ditions’ - today
are better
than ever.
- That is' the
picture’ given
.- by: Charles .E,
Baylor, presi-
- dent. for a
“'quarter. ¢ e n~
tury- of “ the
, ¥ First. Trust &
Charles. E. Baylor ' Union Shvings
Grass Roots
-‘Banker
: County seat of
Keokuk - County, = Sigourney - is
about” as typical a. Main. Street
town as can be found anywhere,
In the heart of a rich corn and hog
region 80 miles east of Des Moines,
it is not far from the famous Mid-
dlewestern place names-of What
Cheer and' Oskaloosa, 5 :
Mr. Baylor fits the picture ex-
actly. <At 58 his neatly: brushed
hair is whitening. = Steel-rimmed
spectacles add 'a benign touch to a
face growing.a bit rounder with
the years, His greetings, inside the
bank or onthe street, ‘have Jthe
traditional small town heartiness,
and a good-sized percentage of the
county residents are known to
him by their first names,
(Continued on page 903)
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The Balance Sheet of Liberalism

_ By HON, JAMES M. MEAD*
. U. 8. Senator from New York

Democratic' New ' Deal adherent, asserting forces of reaction are
bent on rooting out Roosevelt reforms, - accuses Republican ' oppo-
- nents of wrapping themselves in mantle of Jeffer-
sonian ideas. Claims Republican Party has never
sponsored ‘a major liberal reform measure ‘since
< Lincoln, but admits opposition to. New Deal has
“cut across. party lines. - Says liberalism means all
~mankind shall be ‘politically,  economically and
- spiritually free'to enjoy fruits of earth, and scores
- Congressional - opposition - to - President - Truman’s
program.: Holds' all has not gone well with liberal
cause in past year and advocates continued price
controls, Fair Labor Standards Act and Wagner-
Ellender-Taft Housing "Bill. .- Upholds ' Economic
. planning, e ¢ !
Today the United. States of America stands
.at_the crossroads. 'We must choose between the
; liberal political forces and the conservative party
line, Perhaps I should more truly say betweenh the American way
of life and the reactionary way of life, for'the American way in
reality is:the liberal way." Throughout our long and glorious his-
tory we have always been in'the vanguard of the nations in the
fight for human progress. We have always stood as a bulwark

Sen. James M, Mead

machinations of those who would seek to enslave and exploit him.
(Continued on page 914) e !

' *An address by Senator Mead before the 73rd Assembly‘,of the
Chautauqua Institution, Chautauqua, N. Y., Aug.:10,:1946,
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York “Times”
cabled. the
following 'sig-
nificant obser-
vation:

“An inter-
esting . feature
of this last -
work of the
great English
economist is a
criticism; i n
the final par- "
agraphs, of ]
the so-called - - =
neo. - Keyne- Philip Cortney
sian’ school of g A

between the aspirations and hopes of the common man, and the evil |

working of economic: systems- to
produce ‘conclusions ' of - decidedly
nationalistic and unliberal' char--
acter,”. : s :
"The more I read Lord Keynes’
writings, the more I am perplexed.
This is not due merely to the fact
that he is often difficult to under--

Editor’s Note: A contrary ap-"
proach in evaluating Lord Keynes'
influence,. written by Frank P.
Breckenridge, will appear in the
next issue of “The Chronicle.”

(Continued on page 896).
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economists, ' who' have tried to. ex~ .
tend Lord Keynes’ analysis of the® -
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 New Exchange Rates—First Task
' Of International Monetary Fund
Vel b By MAXJ., WASSERMAN* e ‘

; G e | . U. 8. Department of Commierce o : ! S
Commerce Department expert stresses importance to-world trade in reestablishment of ‘sound and stable
foreign exchange rates. Shows effects of abandonment of “inflexible’ international gold standard and

"race for exchange devaluation, Points .out_conditions facing International .Monetary Fund in arriving - {{-- - e b
at fair exchange rates for its members, and analﬁes twt:_lhases; viz.; (1) the Purchasing Parity basis; b

and- (2) Balance ‘of ‘Payments basis: Says problem to ay is not one of free exchange vs. Fund-con- : Rn . o
trolled exchange, but one of- freeing foreign {rade from government restrictive practices. Forecasts litile STAE!nngNR;; Bogslt'oskg& co. :
opportunity for exchange speculation “with Juternational-Monetary Fund: - b Pt g Y;l’kx;m;:.“v
The recent rise in United ‘States ¢ s e 30900 e

| prices incidental to the death and || L fdi N Ri

rebirth of . OPA  have. brought || . Ob : t- ‘ : 'ﬁe;_orlea-_-s.l.a.‘ ‘Blnrl‘ninx‘hal_n.}lg-r

many - countries ‘to review their | Serva lons irect wires to our branch offices

YT ~“'exchange . : ‘ 5 14 1

 rates andl/ bt

v price struc-||
ture.. One of | |
these -coun-
. tries, Canada, |
“ha's' recently
shifted its
.rate .of dollar

. BI8 . Thufsday, Aug'u\st' 15, 1946.

———— Trading Markets in: =——f
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Analysis on Recji;est

s A, WILFRED MAY

The. Russians master the technique of the flibuster. Soviet:
and ‘her ‘safellites stall at Paris, while actively carrying on {heir |
| 'w‘orld-Awgder military, political,. and - economic infiltration.” Mos-
| cow's economic offensives throughout the Continent. ' Paris peace-

making proceeds without xonsistent principle. The need xor 2

sxondngel gentine International Civil Service. | . 5

cErooam oodl While we and the Russians rfxay be mutuall 'ihscrutab'le‘

Igcgtt;?tos;f%%s- gsotepm art.of filibuster presents an‘outstandingy .exception: ’}2?
e e - " the Soviet at Paris is continuing fo demonstrate
e e St “its' complete mastery of this strictly Americai
ebly S Latia custom, -With their tutelage in this esoteric Amer-
N e arel: “vican : techinque  quite. amateurishly = started .at;
g p‘re"sen 1 San Francisco, and pursuing advanced studies at
A usidar fng the Hunter College embroglios, the Moscow dip-
4 qeting lomats are now at Paris about to win their “final
degrees summa cum laude,” Thus Foreign Min-
ister Molotov. was able to chortle this week that

. “the Conference will run on until Christmas!”
i .. As with our own Congressional filibus:erers,
~the purposes of the. Russians,_ have varied from
occasion “to  occasion. “At: San Francisco they
. would stall and compromise over relatively minor
matters, to gain ‘more important objectives. At
Hunter they delayed in some’ instances (as over
I : . Iran) to win time for.a fait accompli, and some-
A, Wilfred May | times over purely routine .matters, just to uader-
i e o line their general ‘“tough” role, Now at Paris
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. Max Wasserman
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similar changes. iy 4
¢ The  International’ Monetary
Fund very shortly must face the
task of bringing some order into|
the present structure of world ex=
change rates. It has adequate au-|
thority .to- do this and- this: work,
will: doubtless constitute its first
i operational task. S
i X (Continued on page '904)
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article ‘are the personal views of,

the author and do mot necessarily

they:are b,lock'ir}g_'% the peatemaking while, they are concurrently ex-
tending their military occupations throughout the Continent, and ex-
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tending’ their economic pincers-movement and political infiltration
throughout the world. - An outstanding example of the latter was
Tuesday’s Communistic-line address of M. Molotov to the Conference,
in -which he used it as a sounding-board for a direct appeal 1o the
Italian people.to ! go anti-capitalism, anti-America; anti-British, ‘and
Wholly due to the super-blocking factics by
Moscow , and . her. “stooging” satellites, the Peace (?) Conference
after more than a fortnight of continuous sessions has remained
exasperatingly stalled on the procedural level,-and already the neces-
sity for another postponement of UN’s General Assembly from Sept.

I the childish behavior of M. Molotov, his deputy M, Vishinsky,
and White Russian Foreign Minister Kisselev were not so injurious,
For example, at the end of last week
against the rules which had been actually
committees,
" forensics
jections at .the ‘full conference to rules which ‘the rules com=
mittee, of which he is a leading member, had adopted the day before,
and whose subsequent adoption by the full committee had been taken
for granted to be only a matter of formal routine. But he saw fit to
Yeiterate once more his peculiar pasic philosophy that “The Soviet

iton. Then M. Vishinsky ques-
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: An  example: ~of M.
'was furnished’ by = his ' ob-

delegation cannot agree that the
conference should adopt recom-
mendations by a majority of one
vote.” “Therefore ‘the Soviet dele-
gation considers the rule which
had been adopted by the Rules|
Commission -an’ error, and insists ||
on a revision of this:erroneous
report.” : :
i Then on Saturday they wrangled |}
two hotirs over the agenda for the :
meeting that was actually going
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tioned M. Bidault’s -conduct - as
Chairman. -Then the Russians and
(Continued on page 913)
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some heels tried to sell me GOOD
STOCKS. They know better in New
York=—That I'm interested -only in
obsoletes . and. other . junk stocks

and bonds. 2t ;
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Barcalo Mfg. Co.*
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Chicago R. I. & Pac. '

Old Pfd.

Diebold Inc.

 District Theatrest

Douglas Shoe*

Elec. Refrac. & Alloys
'Gt. Amer. Industries
Hartford-Empire Co.*

Jessop Steel

- Lanova*
. Mastic Asphalt
Michigan Chemical

- Missouri Pac.
0ld Pfd.

Mohawk Rubber®

‘Moxie

N Y. New Hav. & Hart. -

Old Pfd. "

" N. 0. Texas & Mexico

Purolator Prod.*
Richardson Co.
Taylor-Wharton*
Tenn. Products
Thomas Steel

Upson Corp.*

- U.S. Air Condltlonllig

Vacuum Concrete
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Aspinook Corp.*

Textron Wrnts. & Pfd.
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Cent. States Elec., Com.
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‘ The Businessman’s Role in
Dueclmg Our Economlc Pulure

By BENJAMIN GRAHAM !

In extremely complex control of our economic future, Mr. Grabam-'
 cites mass unemployment during peacetime prosperity as chief com- = |

- plicating :factor. - Asserts such unemployment has- ongmated not |
““from slackening of 'National growth, but from expansion of |
working force relative'to weighted population, and from ' long-
term tendency. of productivity to grow faster than per capita income.

Declares American businessman

stabilize price: level; (3) broad

must realize peacetime full em-

¢ployment will require practical and open-minded experimentation
“with new techniques; possibly including (1) continuing adjustment -
of basic work hours; (2) stockpiling primary - commodities - to

-public works - development; and

- (4) dropping older people and married women from working force.

The central fact about the control of our economic future is that
it w111 prove a complex rather than a simple task. Everyone wants

~to.lead ~it in
‘the ' direction

- of ‘sustained
‘high ' - level

" .€m ploymeént,
o free from
" serious cycli-
e anly depres-
““sions. "Many
‘e conomists
‘“suggest 'that
‘this 'goal  can
“be - achieved
‘rather readily
by .the-appli-
cation- of
policies
which they
recomm € nid.
Unfortunately, the measures ad-
vocated by one set of ‘economists
are often in direct conflict with
those advanced by another set.
This ' circumstance suggests that
the problem 'is' too generally
viewed in a superficial and over-
simplified manner; and that the

Benjamin Graham

(Note: ' Quoted matter from ad-
dress of ‘Murray Shields, Econo-
‘| mist of the Bank of the Manhat-
tan Co., of N. Y., published in the
Chronicle 6/19/46, p. 3405.)

"diversity = of " prescriptions = may
grow out of the arbitrary selec=-

tion -of one rather than another
of  the surface aspects of our
economy.

A large sector - of .-American
business ‘can still claim’that-en-
couragement of the enterprise in-
centive will by itself be sufficient
to bring us sustained prosperity.
Hence they call .for “an atmos-
phere . of - -confidence, sound
money, a balanced budget, a:stop-
page of anti-business policies by
Government”-—and ~ affirm - that
such “a revitalization of the profit

motive” will solve.the problem |

of unemployment.  Labor leaders
and their economists have a quite
different =~ but = even
philosophy: What is needed say
they, is higher wages to create
mass purchasing power and mass
markets sufficient to absorb our
productive ' capacity. The pre-
scription of many of the so-called
academic economists is again dif-
ferent and again simple: If Gov-
ernment will spend money {o the
extent reduired to make up de-
ficiencies of consumer and busi-

(Continued on page 900)
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BUSINESS BUZZ

“Do You Have Somethmg That John L. Lewis Couldn't
Kick Around?”’

in contrast to the generally. poor. ;
again calls at-
tention to the
overall bank=
ing situation;
and to. the
relatively . at-
tractive pros-
pects for lead~
ing.bank
shares. First-
half ' earnings
of ' the ‘New
YorkiClty
banks, which
are summa=
rized ' in the
table below,
indicated an
average 8.1%
increase in net operating earnings,
and there is good reason to be-
lieve that this rate of increase
will - rise
trise in expenses levels off and a
greater proportion of the continu-
ing improvement in gross is car-
ried - through. to net. The 22%%

increase in'income from loans is
of  particular  interest, since it

Louis Stone ;

*Argo Oil Corp.

Stand. Comm. Tobacco’
*Tennessee Prod.
#*Temple Coal Pfd.

*Descriptive Circulurl on request

Sellgman, Lubetkm & Co.

Incorporated
Members New York Security Dealers Anociauon

41 Broad Street, New York 4

General Crude Oil
Osgood Co. “B”
#Wellman Engineering
‘Textiles, Inc.

-HAnover 2-2100

_United Piece Dye Works

Common ‘& Preferred

U. S. Finishing Com. & Pfd.
Aeronca Aircraft Com. & Pfd.
Standard- Comm. Tobacco
Capital Records
Haile Mines

Established 1908
Members N. Y. Security Dealers Assn.

REctor. 2-4500—120 Broadway

Bell System Teletype N, ¥, 1-714

The Commg Rise In B;mk Slocks

By LOUIS STONE

Secunhes analyst demonstrates recent growth of banks’ operating .
earnings, particularly from commercial loans, - Predicts that assets
and earnings will enjoy. further large expansion, resulting from
private rather than public financing.

Recent strength in.the market for New York City bank stocks,

actwn of the industrial averages,

( |ing Federal

substantially as the

marks the: beginning of a trend
which should carry bank earnings| .-

JKRice,Jr.&Co.

considerably higher in 'the course
of the present:cycle,

. Throughout the war period, the
total ' of commercial - loans re-
mained practlcally unchanged. at
a level “averaging only about $6
billion . (commercial, industrial
and agricultural loans of report-
Reserve. ' member

. Since the end of the‘war,
there has been a_continuing. and
steady  increase in the total to'a
present level of about $7,700 mil-
lion, with the contra-seasonal: in~
crease in the first quarter of this
year particularly impressive, As=
suming : that' post-war- businesg
goes ahead with ifs present ex-
pansion plans, the loan total wilk
continue ' to  rise through the
course of the cycle until the aver=
age hank’s loan  portfolio: is ' at
least double the present level, An
increase of these proportions may
strike :some practical bankers as
beyond reasonable expectation; it
appears' fairly obvious,’ however
that production in this country
cannot achieve the dollar volume

(Continued on page 909)
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652 Employees o! Stock Exchange
Authorize Strike, Says Union

Work of Exchange goes on, however, and Emil Schram, President

vof Exchange, promises in event o
will similarly go' on. = Walkout

demonstrations with which CIO usually accompamed their initial
efforts at collective. bargammg in major industries in recent months,

f a real strike work of Exchange :
had air of “show of strength” -

Union is having dxﬂiculty winning recognition from Harris Upham

:& Co. and one thought is union

staged walkout to get Exchange

%o convince Hams, Upham & Co. it should do business with it. -

. Union employees of the New

York ' Stock Exchange left: their

]obs for a few hours yesterday morning to take a strike vote, but

the =~ work of

_ the Exchange
went on

‘‘newvertheless,

- Supervisory
personnel
filled: in. the

~vacancies. - It
is . true that

- the entire am-

« chinery of the
Exchange

< slowed - down |

somewhat and
even - bogged
“down serious=
“lyint some
depariments;
:notably. the
Stock Clearmg Corp. and the quo-
tation, which are specialized func-
tions, but the volume of trading
during  these ' troubled h ours
totaled 250,000 shares.

Euxil Schram

“The union announced ‘after the |

balloting, which ' was ‘conducted
at Oscar’s Restaurant in'the heart
of “the financial district, that its
members had voted 652 to 5 in
favor of calling a strike  should
the. officers of the union believe
such a step necessary as a. corol-

lary to negotiations. for a new
contract which' will probably. get
under way in earnest in about a
‘month. . The contract which the

union hag with the Exchange ex~|

pires on October 15 and there is
a provision in the contract which
calls for the opening of negotia-
tions looking toward:-a new con~
tract 30 days before the expira-
tion date.

Emil’ Schram, Pre51dent of the
Exchange, said that the Exchange
would remain open for -business
regardless’ of © whether : a- real
strike “is- actually ‘called or  not.
The : Stock : Exchange ' isn’t going
to let a strike interfere with its
functions. There was a time dur-
ing the ‘war when even the Presi-
dent thought the Exchange might
have to close, he revealed but
it didn’t.

-Usually--a -union - doesn’t ~talk
strike — much less vote on one —
before opening negotiations with
an employer. The strike weapon
is generally the last instrument
to be used in obtaining a contract.
The United Financial Employees,

(Continued on page 918)

‘Barter and Bulk Buymg

By PAUL EINZIG

vl.ondon observer notes that resort of U. S. to bulk buying abroad
represents an abandonment of multilateral free trade’ principle.

Says British opinion is becoming

conscious of trade discriminating

.practices by this country and points to Export-Import Bank terms
in granting loans and to adverse trade effects of rising U. S. prices.

Sees probability that Britain at

forthcoming International Trade

‘Conference will defend multilateral pnvate trading against Ameri-

can policy of dlscnmmahon. :

“+ LONDON, ENG. —The report that the United States Government
has decided to continue bulk purchases abroad aroused much com-

Granbery, Mara’ohe s

Open Phila. Office

 PHILADELPHIA, PA.—Gran-|.
bery, Marache & Lord, members |

of the New York Stock Exchange,

announce ‘the opening of a sales|
office at 1700 Walnut Street. The |-

office will be under the: manage-

‘| ment of Richard L. Weidenbacher.

Blair & Co. Adds |
Frank Lynch fo Staff

Frank Lynch, formerly with
Mellon Securities Corporation, has
become associated with Blair &
Co., Inc, 44 Wall Street, New
York City, in their mumcxpal bond
department,

E. F. Gillespie Moving‘ :

To Larger Quarters :

E. F. Gillespie & Co., Inc., will
move to larger quarters at 37 Wall
Street on. Aug; 16 in order: to
provide : for expandmg business
and a substantial increase in per-
sonnel.: Kenneth M, Smith;, Vice-
President '‘and ' Syndicate : Man-
ager, stated that his firm was en-
gaged in consummation of a num-
ber of new deals to be brought
out in-the fall. i

{Production Record Smee V- I Day

John R. Steelman, recently appointed Director of War Mobilization -

velopments in past year.. Holds

and Reconverslon, gives out optimistic.statement of economic de-

inflation is greatest menace and ‘.

reaffirms President Truman’s policy of ¢ economy in public spendmg
John R. Steelman, Director of Reconverswn and a close advxser

of Pre51dent Truman, on Aug 13 ‘issued : the followmg Vlctory Day

statement . Al &

which he out-
lined: recon-
version ‘ac-
complish=,
ments and, [
pointed , out
proposed. . fu-
ture “aims: :
The' text of
the statement
follows;

‘One .year
ago today Ja-
pan capitulat-’
ed, and this
Nation  faced
the task of
redirect=-
ing the world’s greatest mdustmal
machine from war to peace.  On
this Victory Day, set aside by the
President as a day of solemn com-
memoranon, prayer, and high re-
solve, it is fitting that we. pause
to evaluate calmly and soberly the
record we have made and 1.he
prospect before us. .

John R, Steelman :

JLP. STEVENS &CO,,INC. -

when, as and if 1ssued !
VICTOR-MONAGH‘AN’ COe it
PIEDMONT MFG. CO."
*,DUNEAN MILLS
~ EISELE & KING, LIBAIRE, STOUT & C0. "

Founded 1868
v Members New Y.ork Stock Exchange

50 Broadway, New York 4

ment in Lon-@-
don. Those
who are
against a’ re-
turn’ to mul-
tilateral free
trade quote it
a s evidence
that even the
United States
:does not seri-~
ously contem-
platei=the
abandon-
-ment of war-
time devices
with the aid
of which for-
eign' trade is
dxverted into “artificial” channels.
British free traders, on the other
hand regard. the American deci-

l’lul Einzig

Britain relinquishes the: artificial
methods fairly soon'it may prove
to be too late, for Isolationists in

the  United .States may gain the
upper hand.
1n inany quarters the announce-
ment by the Department of Com-
merce that foreign buying on a
(Continued on page 913)
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Direct Private Wire Service.
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STRAUSS BROS.

‘Members New York Security Dealers Ass'n

Plodger & Company, Inc.
LOS ANGELES

Los Angeles

Board of Trade Bldg.
CHICAGO 4
Harrison 2075

Teletype CG 129

Baum, Bernheimer Co.
KANSAS CITY

- On Ausg. 15,, 1945, the Director
of War Mobilization  and ‘ Recon="
version . stated our . four major
economic objectives; |
. #(1) Jobs for all those willing
and able to work.

“(2) A steadlly rising. standard
of living.
“(3) Stablllzatxon of our econ-
omy to avoid disastrous 1nf1atxon
or deflation.
“(4) Increased opportumtxes for

[farmers and businessmen,”

. Here is the record of the prog-‘
ress we have made toward reach-
ing " those objectives: in . the 112
months since Japan surrendered:

(1) We have reached substan-
tially full employment,. and have
created nearly five. million new
jobs i the process, in addition to
two million which may be attrib-
uted "to ‘the mnormalseasonal in- "
crease. - Civilian employment. to=- .
tals 58.1 million teday as against
: (Continued.'on page 915)
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chk Achon No Red Tape, to

‘Govern OPA Price Adjuslments

Price Administrator Porter assures industry OPA will carry out
* intent of Congress and will make on its own accord price adjust-

- ments. * Sets up new supplementary pnce standards and says anm 1s ,

‘increased production;

.On /Aug, 12, OPA Admmlstrator, Paul A. Porter issues the

Iollowmg statement:
‘Reportshave
been' circulat-
ing in business '
circlésand
even in the
press that ‘the
Office of Price
Administra-
tion :will. pre-
vent adjust-
ments: by re-
quiring indus-
iry. to jump
through hoops
of red tape.
.The.time has .
arriyed when
such stories
must be  vig-
orously’ denied and the facts pre—
sented,
* “'These misunderstandings may

Paul Porter

have arisen partly because we op~|

posed some amendments’ to ;the

Price’ Control "Act under which’

we are now operating while/the
matter was up for debate. How-
ever, the Bill is now on'the stat-
ufe books! The' decision has been
made. We-accept it. i

The OPA:is determined to fol—
low boththe letter and the spirit
of the law.. This agency.-has now
séttled down and is going full-
steam-ahead to ‘carry out the pro-

vevery means possible 1o expedite
the granting of legal price adjust-

of ‘the: OPA. We will grant™all

:| price"increases ‘called. for' by the

law. We will withhold those which

the law.

"1 We subscribe fully to Congress’| .
statement in the: preamble of the{!
Price Control: Act that “adequate ]
prices.are necessary ;stimulants-to | |
1 | production,” and also to the state-|"
| ment that we, need price control|
“for the prevention of inflation|
and’ for the'achievement of a rea-{ |

sonable’ stability :in the  general
level of' prices and: rents, cost’ of
living’and costs of productlont

The' OPA" will continue''of" its
own accord: to' make prompt ‘price
adjustments.: under" the ' general
earnings standards which are still

means; for instance; that; when_ an
industry’s earnings fall below the
minimum  set® forth” in the law
‘(normal peacetime earnings: of an
.industry) ‘price  intreases’ will be
:allowed. 'OPA. will  also: remove.
‘price controls. from non-agricul-
tural commodities which are not

ments.. If production. is slowed up; |,
" | it 'will ‘certainly' not be the fault

cannot be' clearly, justified under |
the standards set up. accordmg to |

authorized. under; the law. ~This|
mended for the restraint:shown |

_1mportant to business or: living|.

Urges That Business.
Explain the Reasons
For Price Increases

William. K. Jackson, President of | | vived Gestapo tactics and: is being used as political football: by '

U. S. Chamber of Commerce, as-
serts: it ‘is. inevitable: that prices
should go up when costs go up,

and that business owes:it to public |

to explain causes behind increased
living -costs:: Expresses confidence
in Decontrol Board.

i Unless. business gives ! to ' the
pubhc a clear explanatxon of . the
eauses -of rinescapable .price i in=

‘creases, it w111 be wrongly blamed.

i for higher
. living.costs

< brought-on by

a multitude’ of

factors beyond
“ts'control,
“William K,

- Jackson, Pres-

.ident of the
Chamber o £

" Commerce o f

~the United

States; said: in
a-ecurrent

. statement.

" “Business as

b e et B a whole,” said’
{ William K. Jackson = M, " Jackson;
. “is.t0 be com-

when price controls were dropped

‘on June '30. As ‘decontrols ' take
-place - ‘under - operation ' of - the

newly ‘- created.” Price 'Decontrol

‘Board ‘producers and :distributors
'should continue this pohcy in the
‘public interest.

“If -the -Board takes. the v1ew

OPA Should Be Abohshed

By: HON, ALEXANDER WILEY*
7 Ul 8. Senator from Wisconsin

Republican. Senator, asserting. that restoration of OPA: has re-

New [Jeal: Adminisération, ‘calls for: its. complete ‘abolition: by new:'

- Congress. ' Cites: OPA: maladministration: of leather industry and!-
i proposes: a: specialt investigation to review OPA’s' record durmg'

Thursday; August 15 19426'

war and postwar years.

|

Although it is‘only two weeks since the restoratxon of OPA 1t
is apparent that' the chaos: in ‘industry,.the revival of OPA. Gestap‘o

tactics,. the
OPA’s ignor-
ng'of Con~
%ress direc- |
ives' which'
the opponents
0f -OPA pre-
dicted, have.
now ‘unfortu-
nately come to |
passic o
! "The case for
the outright
abolition  of:
‘this Agency at
the convening
of th'e:80th
Congress hag
been: proven
once more. But the damage that

Alexander Wiley

| OPA will. doto. our country: be-

between now. and' then is/incalcu~
lably: great.
Only the primary. and election

{ *Statement -made.. by - Senator
Wlley on Aug. 8, 1946,

victories’ of' conservatwe candt—-

|'dates can help put fear into OPA’s
| heart’ and to reduce the damage
“I'that it~ will* do. { The ' American
-I'people can’ and should’ show. at.:
the'polls that: they will not . be:
' fooled: via the: OPA subsidy route
‘I'which ' raids the Treasury of. the
‘| taxpayers’ money.

Based: upon" OPA’s record in

‘|'these last 14 days, I make these:’

charges against this Agency: {
“(1) It is being used: now. more:
than 'eyer ‘as a' political  football!
by the New Deal Administration:
in: this election year. to pumsh and:
to reégiment’ business, in. order to‘
placate - the: PAC Collectivists, . in
order :to 'Hold: prices: below their
natural: 'levels,: which  will’ give
business’ a fair return on its in*
yestment. The:unholy alliance of :
the present. Administration’ with: *

the PAC and the corrupt city ma=.*
‘chines. is seen  in the Mlssouri- }

(Contmued on: page .917).

——a

As CI0 Vlews Price Rises

July issue of “Economic Outlook” published by Cl0’s Departmcnt‘ i

vgsmns of the Act.. Our.price. peo=

ple have been given orders to use - of Education and: Research holds: that a. 20% rise in living: costs

i would: equal a 17c. hourly drop in ‘wages. Denies increased’ pro-
duction is “the sovereign cure for inflation” and holds accumulated ™ ~
.. savings: will not maintain: purchasing power. - Calls for consumer
‘ reslstance to curb inflation and predicts that by saving their:

that the - time - has.come ‘to ‘end

| progressively these controls, which

were, 1mposed solely for the pur-

}| pose of winning the war," OPA’s|
.renewed lease on life may- foretell

al period." of . helpful : decortrol,

l(Contmued on page 91_5) :

LOOKING FOR{INCOME?

Approximate

A pproxtmate

BArclay 7-0570

NEW BEDFORD RAYON “CLASS A”

Paid $1.75 Annually 1939-1945

DELAWARE RAYON “CLASS A” |

Paid $1.50 Annually 1939-1945

CIRCULAR ON REQUEST

F H. KOLLER & CO., Inc.

Members N. Y. Security Dealers Ass’n
111 BROADWAY, NEW YORK 6, N. Y.

Market 23-24

Market 22-23

NY 1-1026

(ATL.

Bought—S

~ HorrRosE

; Telephone:
¢ BOwling Green 9-7400

1

RED ROCK BOTTLERS INC.
RED ROCK BOTTLING Co.

(CLEVELAND)

RED ROCK BOTTLING CO.

(PITTSBURGH)

ESTABLISHED 1914

74 Trinity Place, New York 6, N. Y.

ANTA)

old—Quoted

GTROSTER,

Teletypes:
NY’ 1 375 — NY 1-2751

_rather than a continuance of re-

strictions - that  have hampered

the processes of reconversion. |
‘' “The Decontrol . Board  will} |

‘serve ‘the public well if:it will

.adopt a policy of ending controls
‘as rapidly as circumstances per-
‘mit. ‘With' the setting up of the

Board, business can take a more
hopeful look at the immediate
future. The Board has the oppor-
tunity of ironing out many of the
inequalities. and distortions. that

.afflict. our  economy following

nearly four years of war.
| “Overall price rises that fol-
(Continued on page 920)
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Richmond Cedar Works
Tennessee Products
American Vitrified Products
Washington Properties
National Press Bldg.
N. Y. & Rich. Gas
National Shirt Shop
Montague Rod & Reel

.—*-—-

»H D. KNOX & €0.

1 Broldwuy, N.Y.4 ' . 27 State St., Boston 9
Tel. DIgby 4-1388 Tel. Capitol 8950
Tele. NY 1-86 Tele. BS 169

Established 1926

e ieaalaie

.~ dollars 1 n}m, consumers will get more for their money later. -
? " The following article is taken from the July issue of the CIO’

¥Economic Outlook”:

Midway of . the fourth week
after suspension of OPA, Congress
énacted a new law, It is designed
to exempt many items. from price
control and to raise prices of those
that remain under control. It car-
nies.assurance of: profits to. manu=
‘facturers and dealers well abové
normal peacetime - levels. - Only
rent: control’ is' continued on' the
same basis as before July 1.

Price control of basic foods will
not be- restored before. Aug. 20,
and may not be restored then. A

*Benguet Consolidated
Mining
_Laird & Co.
Union Brewing Co.
Common
*Viewtone Television:
. & Radio

: "Prospectus mailed on request.

Established 1922
Members N: YsSecurity Dealers Ass'n

42 Broadway, New York

| DIghy 4-6320 Teletype NY 1-1525

SR AT

“To Investment Dealers

Now that materials are flowing

step up production and make
Circular CC

“.'MAGOR CAR CORPORATION Common Stock

This quality Railroad Equipment 1ssue provides particlpatton in: a
= Buccessful: growth company with not' only .a good: history but a
concededly * active and profitable future,

.- Dividends 20 cents per quarter.

companies- like, Magor Car, sold up' for over a year ahead, can

more - freely into production. lines

better' earnings for. stockholders,
upon request.

STATE AND. MUNICIPAL BONDS
CORPORATE BONDS
LOCAL STOCKS
%

niew. Decontrol Board and.the Sec-
retary of Agriculture will make
that decision: Food: subsidies. are
severely reduced.

OPA becomes a subordinate
agency under the new law, Its ap=
propmatlon is cut in half. Food
price control passes to the Secre=.
tary. of Agriculture: The Decon-

trol Board, with final power to re=~ - -

move or retam price ceilings, may
‘be expected to determine. what.,
kind. of price control shall be ex~
ercised over those items on which'
ceilings remain:

! The intent of: Congress.is clear,. -
This. is a:law to slow down infla=

tion, not to prevent it. Some of
the inflationary drive will be re-
strained; but that which' remains:

will have off1c1a1 sanction of gov- :

erninent,

Authority to put ceilings on
wage " increases is continued by

this law which makes a mockery:'
of price control. Congress; hows..
ever, prescribed no formula for
wages, leaving' this for the Presi-
dent 'to determine by executive

| order.
" Outcome of this crisis furnishes' -

JOHNJ O’KANE JR. &CO. 1l

(Continued on page 910)

/ United States Government
. State and Municipal
Railroad, Industrial
Public Utility

BONDS

Investment Stocks :

RV, Pressprich& Co. i

Members New York Stock Exchange.

¥

Blair F. Claybaugh & Co.

Members Philadelphia Stock Exchange
52 WALL ST, NEW YORK 5, N. Y.
HANOVER 2-7064 'I‘ele. NY 1-2178

k Harnsburz-thtsburgh Syracuse-Miami Beach

The Robmson-Humphrey Company
Established 1894

RHODES-HAVERTY BLDG.
: Teletype AT 288

68 William St.” 201 Devonshire St.
New York 5 Boston 10

Knowlcdgc . Expmcme ¢ Facilities

ATLANTA 1, GEORGIA
. for Investors

Long Distance 108

Hoitized for FRASER ;
tp-/fraser stlodisfedorgl - v -
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Co.Trusvleeslups Objectionable?

By L. B. STAVER* .

Trust Offxcer, United States Natlonal Bank
Portland, Ore,

Nohng the usual objections to co-busteesblps by trust officers, |
Mr. Staver' points. out motives of trustors. in provndmg co-trustees .
or mandatory consultants . are not antagomshc and may be of as- |

. sistance, Describes these co-trusteeships as. (1) “Special Appoint-
- ment”;. (2) “Family Appointment”’; (3)- “Censor Appointment”’;
and (4) “Bargain Price Appointment.” States objectives as (1)

- concern about trustee’s liability; (2) inadequate trustee’s compensa-
tion; and (3) inefficiency and costliness in administration. Urges

trust companies to consult with trustees regardmg workablllty of |

trust provisions.

If trust men have any faults, jumping at conclusmns is certamly :
rot one of them, Nothmg could be better evidence of this than the "

_ fact. that we
.voluntarily
take the time
to arrive atan
. unprejudic e d
~answer “to ‘a’
question on
+ most of us al=
“ready have
very - definite
“-eonvictions, "
-:/This "is a
: scientific -age.
he atom
bomb —radar
—-D.D.T, ==
; Pemcxllm and
-other. like
marvels
- have made the world conscmus of
the unbelievable ‘achievements of
3 our chemists  and scientists, - It

L' B. Stavnr

‘/seemed to me that it would be|’
‘interesting to borrow something |-

from their. methods, and to ap-
groach our problem as they mlght

to perform  an experlment here

trusts:and to assemble them, both

favorable  and unfavorable,

separate little piles on the table.
(Continued on page 906)

*An -address by Mr, Staver be-
fore the Pacific: Coast Trust Con-
gerf&c(? Los Angeles, Cal., Aug,

Exercxsmg Trustees

Discretionary Powers

By LEO A. STEINHARDT*

President, International

Trust 'Co., Denver, Colo.:

I propose,, then, with. your help, |-

before you. I want you to:visual-|"
ize here on the table-a. pair of|
balance scales; then, I. will at-|
- | tempt to make-a chemical analysi:

of :the elements of- joint controi‘

'I'receive " the appointment,’’

Commenting on growing tendency to give broader djscrehonary
trust powers, Mr, Steinhardt notes disfavor by some trust Institu-
tions to assume the greater respons:bxlmes it imposes. . Holds duty
of banks and other trust organizations is to maintain expert staffs
required by grants of dnscretxonary powers. . Sees increased con-
fidence of public in trust companies and, since no frustee has. fore-
-sight-and judgment te forecast correctly future conditions affecting
"beneficiaries, holds a discretionary arrangement provides flexibility,

'adaptablhty and practicability.

\ The subject. of this. paper mightlogically. be approaehed from
two angles, viz.: (1) the legal standpoint; or (2) the business stand-

point; ‘and’ the paper will -deal

“yith the subject ‘only from the

“business angle in that the legal
-factors -are: primarily - those  of
-draftsmanship.

It has been my experiénce that
'_in the past trust institutions have
‘been too lax in accepting trust
-business under instruments the:
‘terms of which were inadequate;
‘poorly .drawn, or. too restricted
although I do think that there has
-been substantial unpz:ovemenL
along these lines in recent years
“and that more and more’ trust in~

'stxtutxons are glvmg careful andv'

*An address by Mr: Stemhardt !

fbefore the Pacific' Coast: ‘Trust|
Conference, Los Angeles Cahf
Aug."l 1946, .. ¥

special attention to the terms of
the instruments under which they:
 to . act pl;ior. to. time that they
(Continued on page 908)

Telephone' BArclay 7-5680

Dr. Anderson Is Gonnell |

Professor of Banking |
| At Galifornia University

Nationally famous authority . ‘on
money and banking expresses grat-

ification at appointment and sees |
{increased recognition of importance |
of - teaching banking - theory and |-
L practlce ;

Dr, Benjamm M Anderson, Pro-

 fessor of Economics on’the Los
' Angeles campus of 'the: University
'of . California’ ‘and . nationally=

famous au=
thority on
banking, . hag
- been ‘appoint-
ed to the new-
“ly-éreated
‘Connell ;" Pro-
. fessorship ' of
“Banking, it
was. ans=
nounced by
“President
 Robert: Gor—
‘don Sproul.:

it
omnig

R il TS
Ben).. Anderson economics-af
Columbia Uni-~

versxty 1911- 13 assistant protessor

1 | of economics at Haryvard, 1913-18]

economist of the National Bank ot
Commerce: in: New: York 1918-20,
economist ‘of the Chase National
Bank, New - York,  1920-39, and
editor and -author: of the Chase
Economic Bulletin: In 1939 -he be-
came: professor of economics on

the Los Angeles campus of the |
7 > - Ability to Pay Wages” by Prof.|
:wealthy‘borrower, a low rate from .,
-one less well-to-do—a whole scale .
‘of interest rates based on the per—

University: of California.
' “Naturally T am very happy ta
Dri

Anderson said. “Aside from' the

-personal satisfaction, however, it

is gratifying to seeé the Umver51ty
of California give increased rec-
‘| ognition ' to -the 1mportance of
teaching and research in the field
of money ‘and banking—a  field

‘|'which T constriie broadly as cov-

ering both theory and practice,
and as covering both public policy:

! gnd a pohcy within the individual

The new endowed professorshlp

.{on the Los Angeles campus was
i| created from - the ‘proceeds of a
i1 $1,000,000 "estate ‘willed the Uni-:
i| versity of California several years
il ago by the: late. M.. J. Connell,

Chairman. of: the: Board of. the
Citizens Nat’l Bank; Los Angeles.

“We are attempting to use: the: '

proceeds  from ‘it to ecarry on and
develop the principles of sound
banking in which Mr. Connell

firmly believed,” President Sproul 5
 said, . !

‘Reeves Brdtheré, Ine.
Marathon Corporauon

Analysis on request 4

BOUGHT SOLD QUOTED

New York Hanseatlc Corporatlon
L0120 BROADWAY, NEW YORK 5, N. Y.

. Teletype: NY 1-583.

- Differential Wage
Rates Lead to Stahsm

By FRED ROGERS FAIRCHILD*
" Knox Professor of Economics Emeritus, Yale University

: Promlnent economist, in attacking the “Ability to Pay” theory as a_

basis for wages, maintains that the plan ‘would create different

wage rates for same kind of labor; would make free markets im« '

possible; would induce labor monopoly; lead to unstable wages,
 ‘cause dlssenslon in ranks of labor; and would require government
*adjustment of wages in each plant, and thus destroy a free economy. !

Ability-to-Pay Policy Creates Discrimination : "' %
The ability-to-pay theory implies:that there will be different -

t

Dr.- Ander- :

Ine.,

wage rates for the same kind of!labor, Since wage rates are to be :

based on  the®

profits of par-
sticularem-
ployers, it fol-
lows ‘that
thosewith|
;’high  profits
will " be pay-
ing higher
swages: than
. .those whose
profits are

| moderate or
who are oper-

~ ating at aloss;
This obvi-
ously is not
the way prices

in general are
determined in a free economy. In
fact it runs counter to the whole
concept of the free market. In the | A
normal operation of the free econ-
omy, the wage rate is'determined

Fred R. Fairchild:

*Reprmted from “Profits and

Fairchild, published by The Foun-
dation for FEconomic Education,
Irvington-on-Hudson, New

York.

| by demand and supp]y in a com—~ 4
| petitive market; in the same gen~ "

eral manner as the prices of other !
N

| goods and services.

The ability-to-pay theory puts ¢
wage rates on a different footing. -

' The eniployer is expected ' to pay, .
' not the going rate set.by the mar— !

ket, not what the.services of labor :
may be worth:to him, but a dif« :
ferential rate based upon his abl!«
ity to pay. :

This is as though the grocer, m- ‘
stead of having a set list of priceg =

for his several products, appli= :

cable to all his’customers, shOuld ‘
undertake to set different prices

 for each customer: based on: his::

respective ability to pay. Butier

would ' sell for 30 cents, to Mrs.
A., who is in ‘moderate’ circum-—.

stances,. 75 cents ‘to well-to-do &

‘Mrs. B, and $1 to Mrs. C., whose
"husband is known to be a 'man of - :

wealth. -The banker would expect
a high rate of interest from a :

(Continued on pgae 907)
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TRADING MARKETS IN
y nOLDn

Preferreds & Commons

Chi.,. Mllw., St. Paul & Pac. Old Colony Railroad
Chi., Rock Island & Pacific Rutland Railroad
Denver & Rio Grande West, ' St. Louis-San. Francisco
Duluth, So. Shore & Atlantlc St. Louis Southwestern
Missouri Pacific ' : Seaboard Air: Line

N. Y., New Haven & Hartford Western Pacific

N. Y., Ontarlo & Western

WHitehall 4-4970

G. A. Saxton & Co., Inc.

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

Wisconsin Central

Teletype NY.1-609 .

Fuller Ho
Capital Stock
- Bought—Sold—Quoted
Hoir ROSE & TROSTER
EsTABLISHED 1914 i
74 Trinity Place, New York 6, N. Y.
; ‘Teletypes: .
NY 1-375 & NX 1-2751

' . Telephone
' BOwling: Green 9-7400

uses, Inc.

Soya Corporatlon
~ of America .

Present Price 5%
We believe that the shares ‘of this’|
company are selling at a lower level
than.the shares of any other company
in the Soya: bean field.

An_aly,szsr on Request,

PETER MORGAN & CO.

31 Nassau Street New York 5, N.'Y.

Tel. BA 7-5161  Tele.NY 1-2078 ||}

b VS'tee'p Rock Iron Mines, Ltd.
o A VOT Cl 0 o
Bololo Gold Dredgmg, Ltd

Placer Development, Led.

Brokers & Dealers:
“In Investment- Securities
; 6_2 William St. New York 5, N.Y.
" Telephone Teletype
Wl-htehnll 4-2422 NY 1-2613.
Branch Office
113 Hudson' 8t., Jersey Clty, N. J.

pitized for FRASER

JfrasersHousieergh: ~ v
R e

MAHER & HmsesoscH"

Linn Coach & Truck
. Super-Cold Corp.

'R.G.ILSLEY & CO.

Member of National Association
+ . of Securities Dealers, Inc.

64 ‘Wall Street, New York 5
HAnover 2-1140. . Teletype NY 1-2096

'Bought ~-Sold - Quoted - ||

seaboard Fina

NEW YORK STOCK EKI:HANGE
SAN FRANCISCO STOEK EXGHANGE®

“ NEW.YORK SAN FRANCISC

We: huve a conhnumg interest in

" common and! prgferred stocks

Our comprehensive analysis is available on request

Kaiser & Co.

MEMBERS

7

nce Company

NEW YORK CURB EXCHANGE
LOS ANGELES STOCK EXCHANGE

Q SEATTLE GCPOKANE
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Market Background Likely
- To Produce New Vigor

By G. Y. BILLARD :

Investment Research Depariment, J. R, Williston & Co.
Analyst contends present dullness is more typical of an over-sold
. than over-bought market, and looks for impending boom in capital
. goods industries. Blames “boom-bust” theory for cautious senti-

_ment and holds demand for goods is still vastly greater than pro-
"ductive capacity. T
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BALTIMORE

Justice Dept. Reported Speeding Plans for .
Investigation of Underwriting Houses:

Has enlarged staff to handle inquiry which has been under way !
“for two years. Not known yet if prosecution under anti-trust Jaws
will develop. b to '
According to a dispatch of the United Press on Aug. 14, the
Justice Department has enlarged its staff to speed an'investigation
of the business practices of New ®——= : c e
York investment houses to deter-)years and depart_ment officials |
mine whether antitrust laws are state it is impossible to say at
being violated. ‘| present whether any criminal or
The inquiry is-not recent:but|civil prosecutions would be the |
has been going on for nearly two | outcome.  They said it might be
; : “many months” before they would
‘| know whether violations existed.

Bayway Terminal \
Davis Coal & Coke

Emerson Drug
. Common

C. A. Reed

Class ‘B Common
Noxzema Chemical

STEIN BROS. & BOYCE
Members New York & Baltimore Btock
Exchanges and other leading exchanges
8 S. CALVERT ST. BALTIMORE 2
2% Bell Teletype BA 398

New York Telephone Rector 2-3327

Background

. Scattered selling giepressed stock prices to a minor extent during
the past week but failed to bring about any substantial liquidation.

DES MOINES

_ BOSTON. -

| Boston Wharf

| Dwight Mfq.

Purolator
Products

.- Descriptive Andlyt_i:‘
on request

Inquiries invited

1du Pont,vHomséy’ Co.

© 31 MILK STREET
BOSTON 9, MASS, !
HANcock 8200 Teletype BS 424
N. Y. Telephone CAnal 6-8100

WHEELOCK & CUMMINS

Towa Power & Light Co. -

~* Preferred

.Ulylyi‘ted.jl.ight & Railways Co.

Preferyedq :

Sioux City Gas & Electric Co.

Preferred and Common

EQUITABLE BUILDING
DES MOINES 9, I0WA

Phone 4-7159 Bell Tele. DM 184

LOUISVILLE

K American Air Filter
American Turf Ass'n
Girdler Corporation =
Merchants Distilling Co.
Louisville Gas Pref.
{ Winn & Lovett Grocery

-

THE BANKERS BOND co.
Incorporated
ist Floor, Kentucky Home Life Bldg.
LOUVISVILLE 2, KENTUCKY
tong Distance 238-9 . Bell Tele. LS 186

(= ——

PHILADELPHIA

Nu-Enamel =
_ Boston Sand & Gravel
U. S. Sugar Corp.
Eastern Utilities Assoc. Conv.
M. J. Whittall Assoc. 2nd Pfd.

B e r

10 P. O. Square, Boston 9, Mass.

General Stock & Bond Corp.

; Eastern Corj:oration
Standard Stoker
Western Light & Télephone

Memos on Request

~BUCKLEY BROTHERS

Members New York, Philadelphia and
Los Angeles. Stock Ezchanges ¥
1420 Walnut Street, Philadelphia 2

New:York Los Angeles
Pittsburgh, Pa, Hagerstown, Md.

Telephone Liberty 8317 . * Teletype BS 373

N. Y. Telephone~=WHitehall 3-7253

Teletype SU 67
L

According to the dispatch a De-
partment official ~stated: | ““Thé
Wall ‘Street.bank have been very
co-operative ‘in‘turning over their
files to us,” one official said, “We’
had to go.before a (federal) grand
jury, though, to get access to the
files of some of their. clients.”

The object of the inquiry, it was
said, is to determine the extent to-
which the large investment houses -
have -eliminated : competition " in
the underwriting of security. is-.
sues, it !

“Tf you réad the financial ad-
vertisements;” one official = said,
“you’ll find that the same banks
are always handling the security
issues. - Competing banks can’t
participate in stock offerings, even
though their offers might be more
advantageous to the borrower.”

Interlocking directorates among
the large houses were blamed for
eliminating . smaller  concerns: in
competing for underwriting.

In this connection it may be re-
called that the Temporary Na-
tional Economic Committee from
1939-40 heard. testimony of a Se-
curities and Exchange Commis-
sion lawyer that 18 leading New
York firms managed 85% of all
first-grade' issues during an en-
tire five-year period. :
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L.D.51 Teletype SPBG 17
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Retail New England Coverage

. L 2
Secondary ' Distributions
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" Bank and Insurance Stockl.
‘Industrials—Utilities

Inactive Securities

F. L. PUTNAM & CO., INC.

Members Boston Stock Ezchange
77 Franklin Street, Boston 10, Mass.
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Peyton Building, Spokane

‘were offset in

. 'To be sure, . J @

numerous = is-
sues recorded
new lows: for,
the year but

goodly  meas-
ure by those
reaching new
highs.  Fur-
ther ' continu- -
ation  of ' this
pattern ap-
pears in near-
by prospect,
but the effect
of cumulative
investment
demand re-
flected in those issues scoring ad-
vances to-new  highs ‘will most
likely prove more contagious than
the isolated speculative selling in
new low territory. ; :

In -short, the market back-
ground is one that seems likely
to -produce " ultimately ‘renewed
vigor with respect to both price
trend and activity.

Gordon_ Y. Billard

Meaning of Dullness
Present dullness is more typical
of an ‘over-sold’ than an ‘over-
bought’ market position. :This of
course is predicated on the as-
sumption that the main trend is

since the old adage.that dullness
is always a buying opportunity in
a bull market, and" a'selling.op~
portunity “in - a -bear market—
meaning in the oné case an ‘over—
sold! ‘position and in’ the:’‘other
case an ‘over-bought’ position—is
as'true as it ever was.

“By all logic the -principal: bul=
lish . argument of - an: impending
boomin . the basic . capital goods
industries carries :vastly greater
weight :than the :valid, . though
shallow, argument of a dissipating
boom ‘in the consumer: goods' in=
dustries, ' What has been. true in
the past: will be true in:the fu-
ture, namely, that: the degree of
lasting prosperity in this country
will be measured by activity in
the building; machinery, automo-
bile, steel, Trailroad -equipment,
railroad, and . metal  industries
rather than' by feverish activity
in the necktie, shirt, suit, shoe,
jewelry, sporting goods and other
similar industries, The theory of
consumer:  rather  than capital
goods industries creating a rela-
tively high degree of prosperity,
except for periods of short dura—
tion; is a myth which was thor-

(Continued on page 899)

|Higher Profit Margins
 Forecast Larger

By EDSON'B. GOULD*

Dividends

Member, Reserve Staff, Smith, Barney & Co.

Market analyst asserts recent development indicate restoration of
manufacturing profit margins, which forecast higher dividend pay-
ments. Holds this should contribute to a higher stock market and
bring individual stock prices into better balance. Says durable goods
stocks are selling bélow prices justified by earnings potentials. -
The hig development of the past month was the restoration of
unit margins of profit in manufacturing industry to a level that wilk

permit profit-®

7 able opera-
tiong ‘and. that
is an impor-
tantly favor-
able factor in
the outlook
for business
and the stock
market - over
the balance of
the year.
© Toward the

“end of ‘the

war -~ period
unit  margins
of profit = in
“manufactur-
: ing sank to
very low levels, a fact which was
hidden by the very: large volume
of business generated by war de-
mands. Had' such unit margins
continued there would have been
no chance of profitable operations
on-the part of manufacturing in-
dustry with a return to a peace-
time level of production,

With the end of the war a year
ago, however, profit margins be-
gan to expand back toward nor-
mal ‘proportions as various extra-
ordinary ' wartime expenditures
were eliminated, but this salutary
and quite necessary trend - was

Edson B. Gould

halted abruptly by the wage de-

“%The opinions expressed by Mr.
Gould are his own' and not

Branches at .
Kellogg, Idaho and Yakima, Wn.

ized for FRASER
‘flfraser.stlouisfed.org/

| necessarily . those of -Smith, Bar-
ney & Co. ¢

mands of " organized: labor. As
these demands were granted prof-
it margins again' plunged. down-
ward and the.insistence of the
politicians and some labor lead-
ers that  higher manufacturing
costs  resulting  from - increased
wages must not find reflection in
higher prices made the outlook
for profits extremely dubious at
times. :

Now with the higher prices that
have resulted from inevitable eco—
nomic pressures, the economy has
again - achieved "a sufficient  de-
gree of balance to hold forth' the:
promise of truly profitable op-
erations over the months ahead. :

Labor: -demands - have - before,
could: again, -and - probably: wilk
eventually, ' upset this balance,
but with production rising and the
more conservative labor -leaders
laying emphasis on production
rather than wages, it looks as
though renewed 'labor difficulties
of a major sort may be postponed
at least: until the early part of
next year.

This business and earnings ouf-
look is important: to- the market
because of the effect that it'is
likely to have on dividend pay=-
ments. ‘The . bull market since
1942 is unusual in that it has pro-
ceeded without the benefit of sub=
stantial - dividend  increases. that
normally accompany a major rise
in stock prices, An index of in-

(Continued on page 911)

upward rather  than dov&nvx;ard, :
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- Public Utility Securities

" Consolidated Edison Faced lwith'jHeav'y;Charge-pff;r}‘_

~\\ Consolidated Edjson for a year or.more hds been planning a huge |

i« refunding program, which will reduce interest:rates on the’ _great_el:,
part of its funded  debt« (excluding the" small. non-callable rissues).
I Following 'the bond  refunding the 11,477,000 shares: of $5 preferred
stock will probably. be retired at 105 (the fact that the stock: is cur-
" ¥ently quoted at 107%-8 indicates possible delay, in accomplishing

@-
¢

There has already* been ‘a con-
siderable delay in getting the pro-
gram started, due in part to the

“large size: of the refunding, but
principally ‘due to long-pending
~regulatory issues now brought to
a focus by the refunding proposal;
< Under-the uniform system of ac-
counts prescribed by the Public

-+ Bervice Commission of New York,

effective’ Jan.” 1, 1938, approxi~

. 'mately $64,000,000 has been writ-

oy

ten out'of plant account, and some
..subsidiaries, items are: being
amortized | in'' smaller amounts,
Thus, utility plant account.is now
understood to ‘be stated on the

Dasis of “original cost to the per-:

son first devoting it to public
‘service,” 'A substantial part of
the adjustment was made in 1945
in connection with the merger of
the parent company  with two
large subsidiaries (merger of the
. three remaining subsidiaries was
not allowed by the Commission).
However, - the  Edison  balance
sheet still did not conform to the
' best accounting standards as . in-
- terpreted by the New York Pub-
lic. Service Commission. ' The
* Edison management prior to 1938
used  the so-called . “retirement”
method of depreciation account-
ing, the amount of the reserve be-
ing largely dependent onthe judg-
ment of the management. The
company - ‘was then opposed to
- *reserves for depreciation,” but
since 1938 has obeyed the orders
‘of the Commission with respect to
regular . depreciation accruals.
These accruals have been  sub-
-~ stantially larger than: the retire-
ment  reserve -provisions : setup
prior to 1938, Thus:lhe accumu-
Iated reserve has been increasing
-as a result of the new method (in
~. 1945 the consolidated  reserve
gained nearly: $16,000,000 despite
a drop in plant account of about
$90,000,000),  If this rate of in-
. erease were to continue for a few
years, the reserve might eventu-
ally be large enough to satisfy the

- State Commission' — in other
words, it ‘would measure  the
amount:: which would have ac-

cumulated if Consolidated Edison
and its subsidiaries had followed
depreciation accountnig prior to

1938, However, the Commission
prefers:to  have the adjustment
made out of past earnings (earned
surplus), rather than out of cur-
rent and future earnings.
“While there may be some doubt

regarding - the Commission’s ‘legal

power to force balance sheet re-
adjustments of such a sweeping
character, the ‘member and re-
funding programs placed the Com-
mission in' a strong bargaining
position - to  obtain ' concessions
from the company with respect to
such-adjustments, At a hearing
on July 3, 1946, the President of
Consolidated Edison conceded that
there was a difference between
the company and the Commission
as to the size of the reserve, and
stated that the System had in-
itiated a general -investigation of
the various factors which should
determine the: proper amount of
the depreciation reserve. He also
indicated that the company would
set up 'a special surplus item to
provide for the ultimate adjust-
ment in the reserve.

At a hearing on Aug. 1, the con-
sulting “engineer for the Public
Service. Commission : (Mr. George
E. Goldthwaite) testified that he
had made  tentative estimates of
dccrued depreciation which indi-
cated shortages for. the Consoli-
dated Ccmpany aggregating about
$185,000,000. - He also held that
there ' were other . questionable
items such as the book dpst of the
East River Generating Station and
of investments in subsidiary com-
panies, and estimated that these
items-were -overstated by about
$27,000,000.  In addition, the Com-
mission took into account premi-
ums and expenses in connection
with  the refunding program, so
that the aggregate total of all
these adjustments would approxi-
mate $238,800,000 (earned surplus
currently amounts to. only about
$817,800,000). ~ While' the company
has not accepted this estimate the
management has under considera-
tion the calling of a special meet-
ing of stockholders to approve the
reduction of capital account by
approximately . $160,000,000, In
other words, earned surplus would
be wriiten off and the value as-

(Continued on page 893)
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Railroads’ expert on physical eq
attention to problems of rehabilitation and maintenance,

| Looking Ahead for the Railroads

By CLARK HUNGERFORD*

nt, Operations and Maintenance Dept,

Association of American Railroads , ; ; .
uipment, after rec ounting  performance of carriers during war, calls 1

. Says, price rises will increase annual oper=,

 ating costs by half billion, on 1939 basis, and higher labor: and materials expenses will tax ingenuity %

1 of - railroad managers. . Sees serious  freight car  shortag
present “‘the view is not too encouraging.”
"' As a member of the railroad industry which

work rendered by the Purchases
Maintenance
Department of
the ,. Associa-
. tion of Ameri-
can Railroads,
I would - like
to take . this
~opportunity to
, express to you
my: apprecia-
tion . for .. the
privilege of
participating
in; your ‘pro-
gram, While I
am’ ‘not  here
to talk ‘about
the past of the
railroads,
their = contribution toward . the
building of this nation- or-even
their part in the war just closed, a
glance backward may be helpful
in obtaining a clearer perspective
of our railroad situation today.

Clark - Hungerford

Just a few years ago, there were.
-a. good many people who seemed

to have the idea that in the future
of America there was no large
place for the railroads. Newer
forms of transport were absorbing
popular interest. The airway, the
highway and the waterway were
receiving public acclaim and as-
sistance, Then came the test of the
second World War and the reali-
zation that, despite ‘all that had
been done by other forms of trans-
portation, ‘and all their fine serv-
ices "there 'was ! nothing which
could do for this country what its
railroads can.

As the transpoitation load ip—

*An ‘address by -Mr. Hunger-
ford before the annual meeting of
the Purchases and Stores Division,
Association « of American Rail-
roads, Chieago, Aug. 8, 1946.

We are pleased

MR. HERBERT E. GREENE
has ~ioine:d‘ our

FES .Traglivng Department

KALB, VOORHIS & CoO.

Members
New York Stock Exchange
New York Curb Exchange (Associate)

15 BROAD STREET,

Corréspoédgnls in Haﬂford . Bridgeport » Cleveland e Chicago  Los Angeles

e despite reduced traffic and concludes, at '

s Ihos_t appreciative of the generous: and effective .

‘a‘nd‘Stores Division and as a representative of . the Operations and

creased, more and more of it was
carried by the railroads. The na-
tion rediscovered the vital impor<
tance of its railroads. Never, in
any ' former . conflict, - was  rail
transportation more essential. Rail
service. established records hever
before known and then proceeded
immediately to break those rec-
ords. Passenger miles and ton miles
reached unheard of figures: Nine-
tenths 'of all' military and war
freight and 97% of all organized
military travel moved by rail,

- Such records were made possi-
ble by the close coordination’ of
the railroads on the one hand and
the fine cooperation; of - the ship-
pers and receivers of freight ‘on
the other: It was through the com-
bined efforts of all that your rail-
roads were also to do the job this
‘country called on them to do. That
it ‘was well done, the record
speaks for itself, a record in which
all lcan justly take pride and an
achievement ' that 'immeasurably
hastened the day of victory.

Such a' victory is not without
its price. In men and material—
in cars and locomotives—in tracks
and equipment, service miles and
service life were run out of the
plant with little or no chance for
réplacement  or . rehabilitation.

traffic would make it possible for
the - roads, within. a reasonable
time, to modernize their traffic
handling plant either by making
heavy repairs to existing equip-
ment or replacing that which had
become obsolete or worn out. :

Subsequent. - events, however,
portrayed ' an’ entirely - different
picture from the view held at the
time- of the Japanese ‘surrender,

one plant after another that could
have  produced materials or new
equipment for' the railroads. Wage :
increases in“ the ' railroad = and.
supplying * industries ' increased
railroad ' operating ' expenses ' to
such an extent that the margin of
profit 'which . might  assure: the
(Continued on page 921)-

SCHENLEY DISTILLERS CORPORATION

NOTE=From time to time, in this space,
there will appear an advertisement which
. we hope wzlf be of interest to our fellow
Americans.This is number 138 of a series.

SCHENLEY. DISTILLERS CORPs

Three Candles

By MARK MERIT

Scarcities in the labor and materi-
al supply prevented the rebuilding
and renewals so urgently needed to
keep the transportation machine
at its maximum capacity. Thus,
the war years took their toll, de-
pleting ' service ' capacity faster
Eharé it could be replaced or built

ack, i i

Problem of Modernization'
With the end of the war, it was
felt that a return to peacetime

to announce that
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OUR REMOVAL TO.
ey WALL STREET

'E. F. GILLESPIE & Co.

" 'Another year—the
third—has passed
since this column
: I, made its initial ap=
ie—— " pearancein thisnews-
: -3  paper. Today, it is a
“*three-year-old’’—
and what three years these have
been! Yet—in spite of the fast
moving events which have trans-
pired; in spite of the distractions of
war and victory which filled pre-
cious space in our newspapers, our
humble efforts, unaccompanied by
customary. attention-arresting ele-
‘ments, seem to have met with a
fair modicum of interest. ‘

\1/,‘

N
-
td

Since this is our birthday anniver~
sary, may we, perhaps, be par-
doned for expressing our pleasure
and satisfaction in feeling that we
were' correct in' our opinion that
many, many people are really in-
terested in knowing just a little bit
more about the behind-the-scenes
business ' philosophy: of a ‘rather
large Americanindustrial company,
which produces a line of merchan-
dise whose brand names are famil-
iar to millions, - S ;

And may we, on this third anni-
versary, -once - again thank . the
many thousands. of fellow Ameri-
cans in all walks of life, who have

-honored us by writing and request-
ing our little booklets of reprints ot
‘articles, appearing in this column.
Because of ‘their interest we ar
now in the sixth edition.

. We, at Schenley, hope that you
will' continue to read our column
and find 'something in. what we
write, to remind you, occasionally,
that we, in this industry;and in
this company; are here because the
American people at the polls gave
us a' mandate to re-establish a legal
industry, and supplant the intoley-
able conditions of a Prohibition—

which did not prol_libit. 3 :

FREE —Send a postcard to MARK MERIT
OF . SCHENLEY - DISTILLERS * CORP.,
Dept. '184, 850 Fijth’ Avenue, N. ¥, 1,
N. Y., and you will recelve a 96-pace book

. WHITEHALL 4-1670
AL L R DR

‘|| containing reprints-of ‘earlier articles o®
- varfous subjects, :

Strikes in major industries tied up .
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cast—Summer = issue—includes''a

\discussion of the Ford program to
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of comment and,review contain-
ing brief analyses of Rhinelander
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Special report—Cohu -& Torrey, 1
Wall Street New. York’.i N

American Window Glass Co—
Analytical - brochure * mdxcatmg
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Argo 0il Corp.—Descriptive cir-
cular—Seligman, Lubetkin & Co.,
%\?cyfll Broad Street New York 4,
Also avallable are c1rculars on
Tennessee Products, Temple Coal,
and Wellman Engineering.. .

| Aspinook Corporation—Circular
~—Ward & Co., 120 “Broadway;
New York 5, N, Y.

! Also available are.memoranda

on W. L, Douglas Shoe Co.; Gen-
eral Tin; Hartford Empire; Lanova
Corp.;  Mohawk ' Rubber; New
Jersey Worsted; Oil Exploration;
and Taylor Wharton Iron & Steel,
Batcalo, Halold

| Avondale Mllls—Report——Luck-
hurst ' & Company, 40" Exchange
Place, New York 5, N. Y,

| California  Consumers Corpora-
tion — Detajled report — J. S.
Strauss & Co.,” 155 Montgomery
Street, San Francisco 4, Calif. .

Also available'is a study of Towa
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: Auto Stock Review and Fore-'
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Chicago Corporation — A new
‘{‘analysis of the company, which is
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WalI
Pkl

Street New Yorlc 5,
Marchant Caleulating Machine

:| Company—Comprehensive -analy-
sis—Kaiser ‘& Co., Russ Buxldmg

San- Francxsco 4; Calif

_ Telephone State 8711

New York Philadelphia

—We Malntatn Active Ma'rke‘t‘a Ine: e
DEEP ROCK OIL CORP. Common
F. L. JACOBS CO. Convertible 5% Preferred
MOUNTAIN STATES POWER CO. Com. & Pfd.

H. M. Byllesby and Company

v -.: -Incerporated - —
135 So. La Salle Btreet, Chicago 3

Teletype CG273
Pittsburgh . Minneapolis.

231 South La Salle Street

Mlller Mannfacturmg § GO |
Study of “‘company . -and’: wholl
‘owned,. subsidiaries—for! dealers

‘La Salle Street, Chlcago 4, II12

" Also: available s & detailed
%nalysis of Hydraulic Press Mfg.
o. Lt

. Munising ' Paper Co.—Detailed

& Co,, 209 SOuth ,La Salle StreeL
Chicago 4, 111,

" National By-Products Inc _An-
| { alysis—Brailsford & Co.,; 208 South
La Salle Street Chlcago 4 111,

Natlonal Terminals Corporatlon
—Late ‘memorandum for dealers

Salle Street, Chlcago 4 Ill

PRna,
: New ‘England. Lime Company..
Descriptive- circular—Da ytor
Haigney &.Co, .75 Federal Streei
Boston 10, Mass.. .. - !

A—-—-—-p—-

'Northwest. Leather———Analysls —
Raymond & Co., 148 State Street!
Boston: 9, Mass.- Alsoravailable are
analyses on Sterllnx Motors, Bud&

1 Pollak..

: i
{ }

,Memorandum~Adams & Co., 231
?Huth La Salle 'Street,~ Chicago 41,

- Pamama Coca; Cola~-Clreular o
Rose & Troster, 74 Tnmty Place
New York 6, N. Y.

Street New York'4, N Y

~ Fred B Prophet Comnany—-De‘
tailed  memorandum—Deé  Young
Larson: & Tornga; Grand Rapids | J

Rapids 2, Mich,

Red Rock Bottllng Co. of Cleve-
land — Memorandum — Frank . C.
Moore & Co.; 42 Broadway, New
York.4, N, Y.

only—Comstock & Co., 231 Soutk | N. Y.

only-—Adams & Co., 231 Soutlr La:

Northwestem Yeast Compa-ny—--

lnterestmg possibilities - Hoit, |-

Pennsylvania. Railroadn-Analyt.. ;
i | jeal study—Hirsch & Co:, 25 Broad

National Bank- Buildmg, Grand

-California: -Company,

TR

‘Reeves Brothers,. rlno.—-—Analyslsl ik

,\',-New York  Hanseatic Corpora- ]

tion, 120 Broadwayi New York’
Also avaxlable 1s an analysxs of
Marathon: Corporation R

Rockwell. Manufacturlig . Go.-
Analy51s-—-Steiner, Rouse & Co.
25 Broad Street ‘New. York;

study : of; situation—Sills, Minton N Y

y Seaboard ‘Flnan'ce- ' Oomi)any L
Comprehensxve analysis =~ Kaiser
& Co,, Russ Bmldlng, San Fran—,

.cisco, 4 Calif,

St. Louis Pubhc “Service “A” -"- i
Detailed ‘memorandum — ' First
Securities. Company - of - Chicago,
134 South La. Salle: Street Cluc-
ago 3, Il ..

Also’ available is a memoran-

'dum on Standard Mllling Coi 'y

*

; Schenley Distillers Corporation
—Brochure of ‘articles:they” have
been  running in: the . Chronicle—'
write to:Mark Merif,” in care. 64

‘Schenley -Distillers - Corporation, |
‘350 Flfth Avenue, New York 1,’

L TR ;»_

Sheller Manufacturlng corpe —
Recent report—Mercier, McDowell -
& Dolphyn,: Buhl Building, De-: ¢
troit 26, Mlch

Showers Brothers Co.——Analysns :
-—Caswell & Co.; 120 South' La
Salle Street, Chxcago 3 Ill, :

Soya Corporatxon ot America—
Analysls——Peter Morgan & Co., 31
Nassau Street, New York 5, N Y.

Syracuse Transit Corporation—-

Study of situation and outlook—

Manganaro Co., 50. Broad
Street New York 4,N.Y, . . -

Transamerica Corporation e
Memorandum and: analysis—First
Inc:, ' 300
Montgomery Street San Fran-

3 cxsco 20, Calif

out interdepartmental conflicts.

] : attempts to
! direct-an un-
‘¢ 0 o rdinated

i

] ‘team.  In the
o rganizatlons

! which 51nce

. most : directly
"concerned
~ywith business

1 Herbert: M. Bratter

and  Domestic
Eommerce—-morale often has been
owered. bt perhaps: never -as
much-as today. The fault of the
present  situation : lies: with: the
Secretary . ‘and.’ with ' those - with
whom he has. surrounded himself,
namely his program planning staff
and his publlc relatlons counsel—
ors. 0

i In - addition to the operatmg

tuted by Mr. Wallace, the Depart-
ment is suffering from recent
transfusion and . still- incompleted

Demorahzahon in the
Commerce Dep artment

, By HERBERT M. mmrmn i
Washmgton observer cites Secretary Wallace’s high hopes
- panding operations of the Department of Commerce and his efforts -
. for its reorganization. Contends plans have been largely frustrated |
and. that adjustments. have created. difficulties ‘and lowered staff
. morale. Gives: cases of public relations difficulties which: resulted :
. is widespread criticism of statistical and other statements emanating +
_from the Department. - Says - purpose of Wallace: in "accepting *
. secretaryship was. to prevent a depression and: thereforé he has:
__appointed new special advisors on 'whom. he heavily relleo. Points. -

GX-~

Although Henry "Wallace "took: over ‘the top commercial post m
the government in March 1945 with high hopes, from his driver’s
+-wo-seat today: hew

and - unhappy-

; frequent re-

¢ |'partment.”

— the Bureau|
‘of Foreign

bystem or- lack of system insti-|

leeching operations resultmg from
first incorporating in the Bureau

of Foreign: and Domestic ' Com-

merce' large numbers of employees
from ‘the ' Congressionally. discon-
tinued. FEA: and SWPC, many. of

them at-high rates’ of :pay, and’'

fiow;accommodating the expanded. |
| structure. to'the cuts'which /Con- '
gress made this:summer in" the -

-|.appropriation requests” of -the Dd-' ]
‘In’.the distribution.of |

discharge: notices, it. has not. al=

ways. been ' the newcomers: who Lo |

have suffered. %
‘As a result,. Secretary Wallace

is: regarded.: by :many ‘of his sub-

ordinates ‘as the least efficient

‘Secretary of Commerce since Dan

Roper: : Probably -Mr,  ‘Wallace,
who is a well-meaning and hard«
working person, <does not hear

[ how unpopular he has become in
.hxs Department.

Notwithstand-
ing his interest in such activities

‘as the, Political - Action Commit-

tee, his, speechmaking ;across the -
country, ete., -Secretary Wallace

reportedly spends more time in
the - Commerce . Department on
(Continued. on: page 916y :
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NSTA SLATE FOR 1946-1947, el i
.- The following slate has-been- presented to thé members of. the
< National Security Traders Association by the nominating committee:
President: R. Victor Mosley; Stroud & Co., Inc,, Philadelphia. :*
1 First Vice-President: Paul. Yarrow, Clement, Curtis’ & Co./
. Chicago.,, : : e ; : 1
“.'Second Vice-President: Paul Mareland, Moreland- & Co., Detroit.
¥ Secretary: Edward H, Welch, Sincere & Co:, Chicago.
\B. tTreésu_rer: Joseph ; B. Duffy, Paine, Webber;:Jackson & Curtis,
oston. SNl ViR 1 { ¥ R A

;| ™

{a

R, V. Mosley Paul Yarroy Paul Moreland ' Edward H. Welch.

NSTA ADVERTISING YEARBOOK NEWS |

\ .- Gross advertising for. the NSTA' Yearbook of the Commeércial & |-
Financial Chronicle.tops the $33,000 mark and. we hope next-week to | |

give a’complete recap. of the business done<to date by all the affili~

ates. Though we have passed the !deadline on photographs,Herb |/ |
Seibert of the “Chronicle” hag been ‘keeping his photographers busy |
by getting in pictures of some of our members, who have been:on' |-

vacation or perhaps neglectful in their cooperation, to ‘make our
picture yearbook a complete photographic membership roster.

i o For a variety of reasons this has been a bigger job by far than
‘was originally anticipated so if you have not already sent in a photo-
£graph ‘of yourself, please do-your part by sending one now. Mail it
direct . to ‘the .Commercial . & Financial Chronicle, . 25 Park  Place,
New York 8, N, Y, with your name, firm connec?ion and city on

the reverse side. Sy : S
‘ HAROLD B. SMITH, Chairman -, .
Natignal Advertising Committee
Collin, Norton & Co, New York
. A. W. TRYDER, Vice Chairman’
P - National Adyertising; Committee | -
; : W, H. Newhold’s Son & Co., Phila.
BOSTON ‘SECURITIES TRADERS ASSOCIATION /
/-~ Sumner- B. ‘Wolley, Coffin & Burr, Inc., has been nominated for
President of the Baston Securities Traders. Association by, the group’s
nominating ' committee. *Others named on the slate were: Earl F.
Bliss, Raymond Bliss, Inc., Vice-President; Corresponding Secretary,
T.; E. ‘Williams; Hooper, Kimball, Inc:; Recording Secretary, Harry
. Madary, Geyer- & Co:; Treasurer; | Arthur ' E." Engdahl, Goldman,
Sachs & Co.; Governors;-Alex. W. Moore, J, Arthur Warner & Co.:
Dayton P. Haigney, Dayton Haigney & Co,; and Anton E. Homsey,

du Pont, Homsey & Co. .

Kellogg & Sons Bonds-
Offered to Public

for payment of:an: existing first
mortgage: on the: plant:property
in- the  principal amount ' of
$26,400, Pt : ¢

' Mohawk Valley Investing Co.;
Ine., is ' offering: to . the public
$150,000 -of . 5% * 15-year: sinking
fund @ first - mortgage -bonds- of
Charles C. Kellogg and Sons Co,
‘The bonds, due July 16, 1961, are
priced at 100% and accrued in-
terest. T : ; !

The net proceeds to ‘be received
by the company, together. with
other corporate - funds, wills be
used for the payment of the com-
pany’s. 10-year sinking fund first
and refunding mortgage . bonds
maturing ' Jan, 16, 1947 in the
pr_incipal amount of $137,000 and

The bonds may be redeemed in
whole or in part on any semi-an-
nual interest date after Jan. 16,
1947 upon: 60. days’ notice.at par
zlus ia‘premium of 5% and. ac-
cumulated interest to redemption
date, The bonds also are suhject
to redemption through the sink-
ing fund at par plus acerued in-
terest to date of redemption.

The.company is a direct contin-
uation of  a lumper  business
started in Utica in .1827.. About
1360 Charles C, Kellogg became
3 ‘partner.in'the business:-and-his
1ame has been assaciated with the
concern ever gince, -

R o

Ed Welch, of Sincere &
Chicago, Secretary of the

| built in the boom days of the

| NSTA sﬂﬁﬁiﬂ’rﬂ(é&dﬁng {or Seattle. Txipr.

Co.;: 231 South La Salle. Sireet,
National Security Traders Asso=
ciation, snapped nt-Central City, Colo, Central City is the -
old mining town where once a year the Metropolitan Opera
Company presents. a- three-weeks’ season in an old theatre

1800’s. -

AL

the

Agricultural Dept. Reports Sharp Price Increases
| 'The August issue of the “Agricultural Situation” :
U. 8. Department of Agriculture,

published” by
reports that prices received by

farmers for’ cotton, grains, mea ¢
animals, ‘poultry and eggs, .and
dairy “products increased sharply
during the month ended July 15
At the - same ' time; the general
level ' of ‘prices for' the things
farmers.buy. also rose. Mt
‘The level of prices received by
‘farmers, the Department reports,
went . up nearly 12% : from mid-
June to mid-July, reaching 244%
of the 1909-14 average.. The rise,
largest on record for any: single
month, - pushed : the ' average  of
prices received to the highest leve!
on record. However, part of this
increase . resulted from  discon-
tinuance 'of subsidies: on’ several
commodities—notably dairy prod-
u¢ts—and did not reflect a net in-
crease in receipts to farmers..
;Contributing: to the increase in
ayerage prices received by farm.
ers was a 712.% increase in aver-
age crop prices and a 16% aver-
age increase in prices ‘of livestock
and ' livestock ' products.  The in-
crease in -the latter group was

mainly. owing to sharp increases
in - prices for meat animals-and
dairy products, and to more than
seasonal increases in poultry and
egg prices. ‘ Contributing heavily
to the.increase in crop prices was
a.54-cent rise for corn, a 13-cent
rise for wheat, and a 4.85-cent rise
for cotton. Crop price increases
were general, except for truck
crops, fruits, and tobacco.

!In the same period, the cost of
the things”farmers - buy  (prices
paid, interest, and taxes) climbed
about 6%, reaching 199% of the
1910-14  average.  However; be-
cause of the increase in prices re-
ceived, farmers on July. 15 were
receiving  prices that taken as a
whole  averaged ;123% -of parity,
{:.ompared with 120% a year ear-
[ g : i
1 With: the lapse of price control,
the rise in prices paid by farmers
during-the month-was speeded-up.
Rural living costs and costs of
farm  production goods mounted

to a new ‘record. Rural refail
prices of commodities bought b

farmers increased to 209% of the
1910-14 base, up nearly 7% from
a month earlier and up 16% from
ayear. earlier,  The increase in '
prices paid in this period was b;

far. the largest.in -any month of
the 24 years of record, Jrr it g
JRural living costs jumped; Foods -
suchas, butter; meats, flour, and
meal’ made outstanding gains,-as
did .clothing, furniture and fur~

.| nishings, . and - building - material

for.houses. . Increases in prices of
farm production goods contributed
almest-as much to the increase in
farmers’ ‘costs as did advancing
costs ~of living. For ' production
goods -the larger. upturhs . were
limited to feed and building ma-

| terials for nonhousing: use,

| | TRADING MARKETS
i Cleveland-Cliffs ' Iron Pfd.
-1 Glenmore . Distilleries .

i Hilton Hotels
Lyttons, Henry C. Lytton & Co,
0 st Murphy: Chair

ey

KITCHEN & CO.
| 135 South La Salle Street -

pis Chicago 3, Il
l’l'el. STAte 4950 Tele. CG, 28

f

:Ac’tivél Trading ‘Market in

| } National

. Terminals
Corporation
4 Common Stock

Circular on Requeét

g : : *

| ADAMS & CO..

11231 SOUTH LA SALLE STREET
! CHIGAGO 4, ILLINOIS
TELETYPE CG 361 ' PHONE STATE 0101

b3

Aeronca 'Airc'rwaft Corp,
Howard Industries, Inc.'
*Hydraulic Press Mfg. Co.
Kropp Forge Co. =~
*Miller Manufacturing Co.
Nutrine Candy Company

Puget Sound Power
&’ Light Co. -

ISupe’rior Tool & Die Co,
. Trailmobile Company

*Detailed "Analysis Available
Upon  Request

ComsTOCK & Co.
CHICAGO 4

231 So. La Salle St. . Dearborn 1501
Teletype CG 955

i

v qupphpngz Daarburn; 6161 .

MIDLAND UTILITIES
MIDLAND REALIZATION
ROBBINS & MYERS COMMON & PREFERRED
| NORTHERN INDIANA PUBLIC SERVICE COMMON

INCORPORATED

135 SOUTH LA SALLE STREET
CHIQAGO 3, ILLINOIS

'DOYLE, 0’CONNO

Teletype: CG 1200

4

-

Koehring ”Co.
Nekoosa-Edwards Paper Co.
Red Top Brewery Co.

— o v

Compo Shoe Mach, Co.

2 .. Members Chicago
225 EAST MASON ST,

— -

e R R e R T

CONTINUOUS INTEREST IN:
THE SECURITIES OF 3

Cons. Water Pwr. and Paper Co.

i Lake_Superior District Power Co. | James Manufacturing Co. i
 LOEWI & CO,

!,‘ PHONES—Daly 5392 Chicago: State 0933

Weyenberg Shoe Mfg..Co,
National Tool Co.

: Northern Paper Mills Co.

Froedtert Grain & Malt, Co.
Hamilton Mfg. Co.

T Ny o G R S g

Stock Exchange

MILWAUKEE (2)
Teletype MI 488 l

AN

i
Hitized for FRASER
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Macfadden quliéatidhs
Gisholt Machine
All Wisconsin Issues

HOLLEY, DAYTON & GERNON

Member—Chicago Stock Exchange
105 So. La Salle St., Chicago 3, Il
CG 262 Central 0780

Offices in Wisconsin
Eau Claire - Fond du Lac - La Crosse
Madison = Wausau

i L dsee sty

1
{
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Mrclugan Brevrhes»'

Mercier, McDowell .& Dolphyn- was: in;the underwriting group |

“whlch offered 137,515 'shares” of 'Industrial .Brownhoist: Corp. com-
mon stock. at $11 75 a “share: .The: offering is in. addition to, an ex-
change of 172,201 common to holders of the 1st preferred on a share

for share “basis.
the under\yntmg group_

Stock not . taken Jn the conversron was sola . 0.
i i J|.dent’s :cabinet..had.: indorsed : Sir

iy gl

Chas. Parcells & Co Es o,ﬂfermg
a.nmew  issue of, 40,000" ‘cormmon
shares. ot Mackworth G. Rees a
Mlchlgan Corp o at $2 50.a share

Metropohtan Detr01t wrll be
advanced as a. world chermcal

Call Us On Any

 MICHIGAN
UNLISTEDS |

‘Wm.C.Roney & Co.

i Members New York Stock Ezchange |

) 812 BUHL BUILDING
DETROIT 26, MICH.

| Tel ; “ " Phone
‘1;!;:’:31;‘ Cherry’ 6700

Charles A. Parcells & Co

| Established 1919
‘| Members Detroit Stock Exchange .

Mrchlgan Markets -

639 Penobscot Burldmg -
DETROlT 26, MICH.

. Teletype.

Telephone ;
- DE 206

‘Randolph 5625

[Electromaster, Inc.

i Prospectus: fumished on_request
Sheller

Manufacturmg Corp.

Report furnished on request

MERCIER, McDOWELL
' & DOLPHYN

Members - Detroit  Stock' Ezchange
Buhl Bldg., Detroit 26 -
~ Cadillac 5752 ' Tele. DE 507

- ‘across' the river; will meet at a -

common on a4 for 1 basis.
ity e T Y

center through a $Z5,000,000 eX~
pansion  of ;Wyandotte Chemicals
Corp. ;.. Emory; M.. Ford,: Prep;-
dent,; said part of .ther downrrver
constructlon is, under, way and
hopes. additions. and enlargements
will be completed in".18 months:
The program includes a new.gly-
col :plant. and a synthetrc deter—
gent unit. ; %

i %
‘Howard P.; Parshall, Executwe
Vrce-Pres1dent and cashrer of the
Commonwealth -Bank, announced

| that -the 21 branches in ‘Detroit

and Highland  Park. will now. be
open from 10 a.m.'to 5 p.m. daily,
except Saturdays.: This extends

| the banking ' facilities = for . two

hours. Other large-banks in the
area have not as yet taken, any ac-
thn in the extensron :

i * K *
i} Directors of Hrram-Wa.lker.
Gooderham' and  Worts, - Ltd.;:

special ' session_ on Sept. 20 to
consider a proposal. to split the

' Budd . Co. of Detroit has an-
nounced the . conclusion: of ' its
postmerger . refinancing - program
with .the .sale .to..Equitable ‘Life

000,000 - issue -of - 15-year . 3% %
smkmg fund debentures
*

/The Detroit Stock Exchange has
approved - for - ‘listing . 600,000
shares of $1 par common of Elec-
tromaster, Inc. . Trading will start
around Sept 1

*

A stock seat sold on the local
exchange for $5,000, $500 over
the previous sale in June and,
the highest since 1937 when the.
price was $6,000, ° :
| * * *

.Camfield Mfg. Co. of  Grand
Haven  has reglstered 220,000
shares of $1 par common with ‘the
SEC Underwriters will offer is-
sue at $4.50.  Proceeds will go to
pay .. renegotratlon refund and
workmg cap1ta1 i

The SEC has authorrzed the De-
troit Stock Exchange to extend
unlisted * trading  privileges 1o

(Continued on page 900) -

FrediB. Prophet"‘
¢ company SR

Common Stock
Circuldr on Request,
‘lleloung, Larson & Tornga

,' GRAND RAPIDS, MICH.
GR 84 ' Phoné 98261

 Simplex Paper
Douglas and Lomason :
Stearns Mfg. Co.

Tradmg Markets

- WHITE, NOBLE & co.

.llembm Detrolt Stock E:rohanyo

GRAND RAPIDS 2~
MICH. TRUST BLDG,

Phone 94336 Teletype GR 184

‘MEMBER DETROIT

Bay . City

The C. H Dutton Company

A 66-year-old
Exceptional Prospects

Analysr‘c For Dcalern Only On Rcouct!
MoORELAND & Co.
1051 PENOBSCOT BUILDING
DETROIT 26

Lansing

company with’

STOCK EXCHANGE ‘

Assurance Society-of U..S. of $30,~ |-

: Inlernahonal
| “Ever- Normal”

Granary Approved

Secretary Wallace anpounces Presr

"John Orr,  Director General of  the |

Food and Agr nlture Organlzaﬁolr

'to:set up an ever-normal granary fo |
aid farmers throughout :the :world. |

Will be:considered-at World Food |
Conference in Copenbagen, Sépt Z

Secretary of
Comme rce,.
Henry'
Wallace an-_'
nounced 'o'n’
Aug. 14 that.’
the Cabinet'
h a s indorsed
the ‘general”
principle of "
an interna-
tional ''“ever=:
normal’ gran-
ary,”’ ‘as em=- "
bodied in the!
world food: .
plan: recently = .- i,
bresented ' by Henr’y‘A.‘w-llaeq

{

. Sir. John Orr,
+| Director General of the Food and

Agriculture “Organization, ' ‘and

‘|added  that “some such’ plan: as

this will sooner or ‘later’ have to

‘be ‘adopted or the plight of “the

farmers of the world will eventu-
ally -be worse for a time ‘than it
was in either 1921 or’1932.”

Mr. Wallace made this comment
in denying published reports that
the ‘cabinet * had rejected Sir
John’s’ proposal, ‘which' in sub-
stance -would' operate ‘to stabilize
agricultural commodity prices in
the world ; markets, establish :a
world  food " reserve in:case of
need, and make possible the dis-
posal of surplus farm products on
special. terms to: countrles in need
of them, . |
““T have long been - in favor of
the “ever-normal granary: plan : of
buffer stocks,” Mr. Wallace said.
“In-justice both to the farmer and
the consumer, I.have felt that- the
internationalization. of the : ever-
normal granary idea is absolutely
essential. - I believe that our own
ever-normal
made a  great contribution ' to
world welfare: during. the recent
war, and I believe, .that an extens
sion of this program internation-
ally is necessary for continued
world peace and prosperity.”
Mr.. Wallace pointed out that
the Cabinet had before it a report
from an 1nter-agency committee
which described in general terms
the principles set forth in the Orr
plan as the U. S. objective at the
forthcoming  world food. confer-
ence in Copenhagen on’ Sept. 2.

He said that the Cabinet accepted
this princicple without a dissent=
ing voice and that it asked that
further study be made of thig and
of alternative proposals

‘With L. W. Hoefinghoff

(Special to THE FINANCIAL CHRONICLE)

CINCINNATI, - OHIO — Donald

. |’Li Bonhaus has become associated

with the sales department ‘of L.
W. Hoefinghoff & Co,, Inc.; Union|t
Central Bulldlng

) asked the,

_granaryl * program|

stockholders

1 The Assoglated Sprmg Corporatmn recentl offered o the e
119,690 shares of '$10- par- common: stock at y pubhc

amount. 54,690 shares -were: sold by: the company,.
Net proceeds from' the sale of thig
to fmance a.proposed addltmn to the companys

“Thi" corhpany‘ ‘wihich“is’ the successor to The ,Wallace Barnes

$30° a share.’. Of -this -
and 65, OOOfby six
stock ‘will.be used

plant_at, Bristol

 Compahyy! of ‘Bristol, The Willian.<
D. Gibson:Co. uf: Chrcago ‘and: the
Raymond , Mapufacturing . Coms.
[ pany. of Co_rry, Pennsylvama, is
the largest domiéstic manufacturer | *

;cal purposes.: The products.range
in size from fine hair springs. for
' watches to large springs for heavy
machmery While . the Targest |-
smgle amarket, 'is  the  automotive
-and ‘automotive parts, rndustrres
other - important : outlets . include
manufacturers of motors, genera-
tors, meters. and: other electrical
equipment; . aircraft, ‘Diesel “and
fnternal combustmn ‘engines;
household appliances and fixtures;
hardware; ' clocks  and’ watches
photographxc and motlon ‘picture |,
equipment; | office ' equipment;
agrrcultural equrpment general
machinery; firearms,’ .and  scien-

‘| tific instruments,

. Approximately half of the out-
put of the company’s-cold rolling

pany, and: the remainder is sold
to manufacturers of metal cutting
bandsaws piston ring expanders,
steel tapes automotive parts, and
various other products. requrring
hrgh-grade steel.
LG e TS
<'The ' President : of M
Rhodes, Inc., the nation’s: larg-
.est mam.facturer ‘of * parking
¢ meters, has ' announced  that
negotiations’are under: way: to-
“expand their: plant: space  in:
artford and ‘New Britain, to
eet the demand for the new
type meters & :
‘The Hartford Gas Company has
SEC: to- approve the
borrowing lof $1,000,000 from four
Hartford , bﬁnks "Proceeds to-
ether with" other funds will ‘be
used to expand ‘the plant to meet
increased. demands.’ In the last
five years, the sale of gas has 1n-
creased some 31%.
L RS B |

Derby Gas & Eleciri¢: Cor-
poration is offering its stock-
‘holders of record July 30,1946,
"the: right ' to ' subséribe’ to one
additional - share’ of '‘common
stock at $23 for each 10 shares
held.. The warrants expire on
Aug. 19, 1946 !

LI

Blgelow-Sanford Carpet Com-
pany - has  arranged a $5,000,000
20-year ' serial ' loan with two
banks and: an insurance company.
This loan  will become - effective
Aug. 1, 1946 and will be used for
modernization' of = plant’ facilities
and for additional working capi-
tal. - Present plans ;are to .boost
annual output between 15% and
20% over pre-war volume,:

. For the six months ended June
29, 1946, the company showed net
sales of $16,309,498 compared with
$19,799,317 for the corresponding
period last year.: Net income for
these periods was $218,797 or 45¢
a share pompared withy §532,282
or $1.47 a share respectively. Net
income for the second quarter-of
this year was $378,202 or $1.10 a
share against a deficit of $159,405

| of precision’ springs for ‘mechani- |°

mill at Bristol is used by. the com- |.

oria‘deticit 6f 64¢a share fdr‘the o
;f;rs;t QUarten of, thrs yearr SOHTR

el e A R tertar
»Brrdg\eport Gas Lrght Company i
has called for {edemptlon on Aug.
‘30, 1946, its eéntire issue of 3% de=-
bentures due-Jan.'1; 1952 Call
price is 102 and mterest
PR ::rr';r',

The Electrlc Boat Company in

a report to. the SEC. showed et .

sales of $4,828,727 for the quarter =

ended ' June 30 1946, Of 'this
amount ' $4,169, 575 represented
government:, contracts ‘Unfilled
orders. at the end of the second ;
quarter were $2 786,913, '
JER e

Yale & Towne Manufactumgl
Company'showed a . net. loss. of |

$718,604 for the rfirst six months '

of the year. compared with a net
profit: of :$572,695 for. the cor-
respondmg perrod last 'year, ©:

For the 12 months ended
June 30,- Connecticut Railway
& Lighting Company - reported
net income of $882,642 com~ .
pared with $746,865 for the pre- SE
,ceding 12 months :

i

For the first six months’of 1946
Powdrell ‘& Alexander’s 'consoli-
dated sales were $9,372,058 against
$8,409,176 . for the: correspondmg .
penod last 'year. Net profit for .
the first half of thisyear, after
Federal income taxes, 'was ‘$1, .
327,630 compared to: $364 080 for -

.| the six 'months perrod ended June

30,: 1945,

Bales Mfg Prelerrerl ‘
Offered fo Public

‘Public offering of a new. issue
of Bates Manufacturing Co. 4% %
cumulative preferred - stock, $100
par value, was made Aug. 9 by
an underwrxtmg group headed by
Coffin & Burr, Inc,, at a price of
$102.75 per share. plus accrued
dlvrdends from J uly 1. ¥

"'The 45,000 shares of tlus 1ssue \
will be first offered by the com-
pany. to the holders of its com-
mon stock. All the shares not pur-
chased by the common stockhold-
ers will be offered to the public
by the underwriting group.

Proceeds of this financing to-
gether with other funds will be
uséd to pay a bank loan of $4,600,~
000 obtained in December, 1945,
in connection with the acquisition
by Bates of properties of Andros-
coggin Mills, Edwards Manufac-
turing Co.; Hill Manufacturing Co. =
and York Manufacturing Co.

.Upon completion of the present
financing Bates will have no:bank
loans outstanding and capitaliza—
tion " will' consist 'solely of the '
45,000 shares' of 415% preferred
stock ‘and 391,500 shares of com-—
mon stock

TIFFT Bnomns

Members New York and Boston Stock
-Exchanges

Assoclate Members New York Curb
Exchange r

Primary Markets in
Hartford and
- Connecticut Securities

Hartford 7-3191

.. New York:
BOwling Green 9-2211

" Muskegon

Bell System Teletype: HF 365

New London 2-4301
< Hartford 7-2669

Fifty-fifth Year of ‘Deolr'ng in :
- Connecticut Securities

Primary  Markets—Statistical . Information

CHAS W. SCRANTON & Co

Members New York Stock Ezchange '
'New Haven 6-0171 '

New York Canal 6-3662
~Teletype NH 194

Waterbury 3-3166
Danbury 5600
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Observatlons on..World _Outlook

**. By HERBERT HOOVER*",’ '
7', Ex-President’ of the. United States iy TS ‘; :

) Mr. Hoover, -in- reviewing - conclusions gained from ‘conversations :
- with top officials in 38 nations, contrasts. the situation .after World | ‘ :
‘War'l when' there was- hope -and. conﬁdence, V(llll present situation | -

“"of “fear and ‘frustration.”
., consolidate communist elements’

Holds Rassia:is. qbstructmg peace to - §chase ROk At onablelmaTTanis.

behind ““iron" curtain”: s0as’ito |’

; absorb this area, " “Deplores:. drsmemberment of. Germany as ‘source
i of another’ world explosion, -and  urges'.that. wé . conserve .our re- |
 sources and retain atomic. bomb until after'a general dlsarmament '
Says we must end ourSanta Claus role. i .. s B

| 'There ‘were several conclusrons besides the food s1tuatlon whlch
1 arrived at in recent: conversatlons wrth -top: o£f1c1als and - other

in:

‘The domi-

" nant note in

the world  a
year-after
- World War I
was hope and
confidence;’
. today it rsfear,

and frustra-

* tion: One year,

- after the first !

WorldWar:
we had signed ' A o
there ist()dgg Herbert Hoover
. peace, .

Today: there is’ universal de-
sire in all nations except’ Russia
to make and. breserve peace. ; My

“own’impression-is that Russia is

- obstructing to gain time ‘for the
< elimination of all non-Communist
elements behind the “iron curtain”
and Manchuria, and' thus the' con=
» solidation . and - practical. absorp-
“tion of those areas. Her: invigor-
+ ated fifth column in every scoun-=

“iry add to the confusion: The rest

of the world is rapidly concen-
! trating its fears, and. consquently
its animosities, toward ‘her:
 Far from freedom havmg ex-
panded. from - this’ war. it . has
shrunk to far fewer nations than
“a: quarter ‘of “a’jcentury  ago.:In
‘addition. there are at least 15,-
000,000 people“in concentration’or
forced-labor camps who are slaves
in “every sense  of  the ' word.
Several . scores. of millions more
are practically serfs.

‘"The 'dismemberment of the
German state and the attempt to

‘reduce the German people’ to’ a

-level  of perpetual poverty will
some: day break into another
‘world  explosion;: ' °

The destruction and deteriora~
tion .of the world’s productive
-equipment  is unmeasurable. Our

‘own country has’ suffered great

.depletion of reserves and.equip-
ment, . We are ‘burdened’ with
fabulous debt and are slow in re-
covery of production.

In all this unhappy  situation,

necessity requires that- the Umted
States should observe three ma]or

. policies: .

.1, In.-the economrc ﬁeld we
. -must- now  conserve. our ' re-
;' sources, improve our equipment
and reduce- our spending: We
must . end  our role of Santa
“Claus. Now: that world. famine
No. 2 is about over we should
announce.that our. economic: re=
lation’ with  other nations is a
Awo-way. street — and balanced
traffic at that.
2..In national defense we
should’ hold . the  atomic bomb
" until- there is real. cooperation
- ‘for lasting ‘peace which must
..include general disarmament-in
the world — allies as well as
enemy countries. Our military
are today spending huge sums
" to .improve ‘the bomb so‘as to
keep ahead of other nations, It

is nonsense to think. we can

keep ahead and at. the same

time give away' the blueprints.
g We should be willing.to.agree
.. that. jt will never-be used ex-

cept 11 defense - of free 'men.

*Statement - released by Mr.
;Hoover at-Salt Lake - Crty, Utah
August 12,.1946,.

yitized fOF FRASER -y e b o n i

£

‘“That trust we should' keep, but |.
‘until the world returns to keep-
ing agreements and peaceful ac-
troh — ‘keep our powder dry.:
3,'We should devote ourselves
to cooperatlon in' UN to main<
tain peace and to do so, appease-.
““ment -must ' cease. To hold ‘up|
the ‘moral banners of the world |
we “should - at -all times  assert |
the prmcrples of ‘the Atlantrc
“Charter for "Wwhich: we fought
‘the war and ‘to which all ‘other |
¢ natlons pledged themselves to]
us,

Wall SI. Leglon Posl
Awarded County Trophy

Wall Street Post No. 1217 of the
American:Legion has been named
the outstanding post in-New York
County:for the year 1946 and has
accordingly ¢
been:awarded
the New-York i
County -Amer-
icanism;  Tro=-.
phy, theé chap-::
ter :has. an=
nounced- in:its
August “Bul-"
Jetini v opn

Se le e ted
from: among
180 posts. in-
the county for
its - efforts in.
the cause: of
Americanism,.
the Wall
Street’ Post’
has suceessfully placed every, un-
employed veteran who has applied
to it for assistance in obtaining a
job. The’ group, according to John
J. O’Kane, Jr,, of Jokn J. O’Kane,
Jr. & Co., post commander has
grown durmg the past year from
125 members to about 450.

The Wall Street Post was orig-
inally-organized in 1937 by Nelson
J..Mozxley and other members of
the 'New York Curb' Exchange,
and held its first meeting: in the
governors’ room of the exchange;
with' some 40 exchange members
and' -employees .present . as. the
nucleus of charter members.

Month]v meetings are currently
held in the: Sub-Treasury Build-

S 6

J. John J. O’Kane, Jr."

ing.at-Wall and Nassau® Streets.

On Sept. 24 the post will hold its

annual’ Bill ‘'of ‘Rights dinner and |-

‘celebration in the grand ballroom
ot the Hotel Pennsylvania.

British Industries
Stock Publicly Otfered

*Anissue of 99,000 shares of com-
mon- stock. was publicly . offered
August 14 at. $3 per  share by
Strauss Bros and ‘Stubner & Co G
New York.

The offermg is intended to raise
additional working capital for the
company, which was organized ia
January, 1945, a distributor under
exclusive contract of - articles ‘of
British manufacture, » including
solder, .cleanser, ‘gramophone ac=
cessories and ' die-casting ma-
chines. “Authorized capltallzatmn
consists of 500,000 shares of $1 par
value capital stock, of which 199,

000 - shares wrll be- outstandmg-
_‘ with this issue." o .

_://fras»ewr;.stlouisted.grg/ et T—— o e T

a registration- statement ‘with the

The Mrdwest Packagmg Materlals Co., St.'Louls; on July 12 filed |

SEC for 15,000 shares of $10 par

‘5% cumiilative. convertible preférred stock and 85,000. shares of $1-
par: common; stock. . Edward D, Jones & Co. of St, Louis, it 'is’ ex~
pected, - will offer: pubhcly the! preferred 'stock, at' par and: 30,0007
| shares ofi the commen stock at $5:per share,. - The remaming common

ishares. will  bé- reserved for. purs

‘exercisable until Aug. 1; 1951, The
'net, proceeds. will be ‘used by’ the

outstandmg ‘common, ;stock }6f
‘| Midwest. .Wax: Paper,Co. and..to
‘increase general funds.
e s
i“The - American’ ‘Wine Co., " St
LOU_IS on:July: 24 filed a registra-
tron statement with, the SEC for
120,000 shares of $1 par. common
stock” which are held by Louis E.
‘Golan,” “President, - who, ‘acquired
‘them on" June’ 5 upon " the sur-
.réender for cancellation of a $432,-
1000 note; About 60 184 shares are
'to:be offered..to stockholders of
‘this. ‘company,” mcludmg remain-
ing stockholders of Cook’s Impe-
irial; Winie, 'Co}; at '$3.60 each and
lat the rate:'of ;12 new shares for
leach 26 shares héld.” The remain-
ing 59,816 shares w11]. be retained
‘by Mr, Golan. :
. E A Tetvul 3 i
'Black, Sivalis & Bryson, Inc.,
Kansas City, on July 29 filed a
registration with - the SEC for
- 20,000 shares of 4.25% cumula-
.tive preferred. stock, par $100'
per share, and 100,000 shares: of
of $1 par: value common stock
- held by stockholders. It is ex-
‘pected that they will be offered:
--to,_the public ‘at $100-per share

{|. for the preferred and-at $12.50°

’for the common stock.:
& e D St T Tl !
J ohansen Brothers Shoe Co. ,Inc,
St. Louis, on Aug. 5 filed a letter
of notification’ with the SEC for
53,221 shares of .capital stock. It
is expected that Stifel, Nicolaus &
Co., Ine,, of - St. Louis, will’ offer
this. stock at $5.62% per share,
subject to. preemptive ' rights of

i | stockholders of the company. Part

of the proceeds are to.be used to
finance the acquisition 'of a mini-
mum of 80% of the stock of Valley
Shoe Corp. of St. Louis, and to re-
deem ~$48,000 of 5% debentures
due 1951 of Johansen Brothers.

: % L3 * * i g 1

‘“International’’ ‘Shoe  Co., = St.
' Louis, in’ its report: for the -six
months ended May 31, 1946, shows
a-net profit after- taxes of $2,813,-
648, equal to' 84 cents per com-
mon share; -compared with $2,-
966,749, or 88 cents per share for
the correspondmg penod of*1945.
Net sales for the first six months
of the current ‘year amounted: to
$66,523,561 against. $79,390,395 for
the first half of 1945, Subsrdrary
plants produced materials amount=
ing .to  $29,864,237 for ' the ' 1946
period which, ‘combined: with the
company’s sale; made a total busi+
ness transacted of $96,387,798.:

The decrease in net sales, the
company states,.may: be attrib-’
uted to'a nl{lmbe_r« of causes. The

company.“to - purchase all".of .'the |..

most important of: these was the"
‘truckers” - strike which ‘took
-‘place in'St. Louis from Jan, 7 to -
Jan, 235, This strike, over which
the ‘company’ says it had no con- -
/trol, resulted .in the shut-down
of about 90% of the company’s’
shoe manufacturing facilities for:
periods of iwo to three weeks, '
Another caugse was the difficulty :
in obtaining necessary materials
and’ manpower throughout the“
period, ;
The net sales comparison was

-further affected by thé high pro-

duction in’ 1945 of military 'shoes
which cannot quickly be replaced
by civilian productlon in the same’
dollar volume GRS
Monsanto Chemical" Co St
Louis, reports sales for the second
quarter. ended June 30, 1946, of
$25,620,043 and net earnings ‘were
$3,159, 501 which after dllowances

Afor: preferred dividends: is- the

equivalent of $2.24 per: common
share. For the first'six months of
1946, earnings were $6,185,234; or
$4 45 per-common share Ad—
justed net earnings for the first
half of 1945 were $1.95 per share,:

At the special meeting held on

July :23, stockholders approved,

’mcreasmg the ‘' company’s au-"
thorized common stock rrom .-
000,000 to 6,000,000 shares, and
the issuance. of.three shares of
$5. par value: in exchange . for
each share of $10 par value out- .
standmg.‘ SRR :

DU, S li #
Clinton = Industries, = Inc,, St

Lou1s, which on June: 19 frled a

registration’ statement . ‘with ~the

SEC for 60,000 shares. of capital:

stock, par $1 intended : for ‘issu-
ance to its executives.and key em-
ployees upon the exercise of war-

rants for purchase of such: stock:|

at $16.6624 per share, reports that
the company and 1ts subsidiaries

earned, after all charges includ- |/

ing income ‘taxes, $907,661, equal
to $1.24 per share on 730, 465 shares
of 'capital stock in the first six
months of 1946 as compared, after’
preferred ' dividend' requirement,
with $616,094, or $1.06 per share
on 578,445 shares common stock,
in the same penod of 1945, Fed-
eral income taxes in the 1946 pe-
riod: amounted 'to ' $570,075,
against $1,958,959 in 1945 ;
* & =

Southwestern 'Bell ’Telephone
Co., St. Louis, reports a net:in-.
come after charges: and. Federal
income taxes-of $5,266,869 for the'
three months ended June 30,1946,
compared with $4,177,070 for the
corresponding period of last year.
For the 12 months ended June 30,
1946, net income amounted-to $19,-

i ‘ducing: facilities,

SL 456

0Lll BEN COAL
Capltul Stock

) Sellmg ath t1mes 1945 earnings with 1946 profits
expected to approximate those of last year. De-
mand for: bituminous' coal’ continues to tax pro-

.- Recent refunding of Company’s funded debt re= .
. duced fixed charges to only $49,000 a year.
saving is equivalent to $1.15 per share on the

194,037 shares of outstanding stock. :

Description on Request

| SLHIERCK, RICHTER CQMPANY

Landreth Building
. St. Louis 2, Mo,

The

s R U

528,004,.as agdinst $16,241,771 for .
the year ended Juhe 30, 1945, || .
# ll *

'The Minheapolis &' St 'Louis
Ry. has applied to the Interstate
.Cominerce. Commission for au-
thority to.increase. the author- .
ized. common. stock. from 150,-
/000 shares to.600,000 shares, and

to’split-up the present shareson . !

“a. four-for-one basis.’ ‘The ‘com-
pany ‘stated “that ““with. the,
“present capital structure ‘of the
< applicant in a’ much stronger
‘position than was contemplated '
in 1939, it -is desirable:to in-
crease the number of shares so:
that the market price per share .
will be in the $20’s or 30’s. :

R R0

GARFIELD 0225
L. D. 123"

PR OO T
Primary ‘Markets . .
Bank & Ins'ura'nce* ‘Sto'cks'

*Stromberg Carlson Co. ;

*Mld Continént’ Airlines i
 Wilcox-Gay Corp, "
: *Ampco Metal Tnc,
*Plckermg Lumber Corp. *
Trailmobile Co. -

} Common & New. Pfd.
*Bonus Products Co.. (Umts)

'Stuti:tical lnlormatlon on Roquu!

Wlnle & Gompany

Members St. Louts ‘Stock Ez‘chanqa
Mlnlnlppl Valley Trust Bld].
ST. LOUIS 1, MoO.'
Bell System Teletype—Sl.. t'l'I-

We ‘a;e intereated in
- Convertible Pfd.

& Common Stocks
¢ "7.,‘:* e

Metropolltan St. touls

{COMPANY .
718 Locust Street -
‘Saint Louis 1, Mo,

. Central 8250- -« :
L. D. 208 e St. L, 499

St Louis

Peltason, Tenenbaum Co.
. LANDRETH ‘BUILDING.
ST, LOUIS 2, MO~ *

Teletype—SL. 486 L.D. 240

STIX & Co.

INVESTMENT SECURITIES

509 OLIVE STREET
St.Louts1, Mo, = ¢

- ‘Members 8t. Louls Stock, Exchange ; |
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Atomic Power—It Must
" Be Controlled! .

| THE COMMERCIAL & FINANCIAL CHRON
=2 | Dec, 31, 1945 for the two groups,
as reported by “The  Spectator,”
compared as follows: [ vt o

Percent. Allocation of Total
Admitted -Asséts

.Ban'k and Ii’z‘;suranéé’jStbéksv‘

By E. A, VAN DEUSEN== SRR T : :

5 4 i i ; Fireagggt)?nkies FlggColxp:;ies ; By'.HON' ‘BRIEN MCMAHON* e 5 i

This Week—Insurance Stocks : o Cashiwsind i o829 (98% [y G e Us 8 Sehdtor from:Connecticut '« ./

. " Mutual fire, insurance companies, of WHICH there SrerdTn. oo e e 32|« Chairman of Senate Committee o Atomic Energy stresses necessity

> € ) of - 3 mpar Giled . B B . » .ol . o e )

i S ok 75 oo fee nswance compines The ae Real Tosta’ - © 0 | af domeste and ntematonl colrl o tomic ehtey, sipee ¥
‘etage annual business per mutual company was $1438,680, and per| & Mtges. . 20 . - 45 | is an instrument either of a better civilization ot civilization’s d;_- o

, Stock company $3,357,000. Total business by the two groups ‘aggré- |U. 8. Govt. 394 ' oo | Stuction.. Says only.sure defense Aagainst - atomic weapons s

* gated: $1,504,022,814; the mutual companies’‘share represented 16.7% frolggfldﬁbﬁﬁ‘sﬂ- b i g polmcal :defe_nse-, u.d.exprgssgs? hope -‘-Uqlte‘d N_apons will ‘agree
:?F-lgvg;etﬁ?cpkas‘tm%p;giaﬁss' z?gfu%ivpanies’ growth. has' been more|Total Stocks .445. '~ .162; | - on plan for international control. Urges that: we* follow road ‘of |~

' premium - receipts of .the mutuals
‘}mve increased from $122,561,050
An 1926 - to * $251,769,494 in " 1945;
his: represents ‘a  growth :in. an-
' -nual  business of: $129,208,444 or
1.105.5%. per]
[ stock . ‘companiés’ : prémium:, ‘re«
I ceipts have increased ffom’ $988,-
1:334,003 to $1,252,253,350, a'growth

.1 lof $263,919,347 or approximately

| 27%. In volume, the stock comn-

Over: the same period,|

than doublé that of the mutuals’,
but in percentage thé latter make
a. superior ‘showing" when meas- \
ured against their smali 1926 vol- $3,689,991,000  $547,322
ume. L '.\:f LS R Ny g 7
The accompanying tabd shows ., Toel ivestment ncome o tre
the comparativé xecord, yeat by} ,teq 105,064,000, which . repros
year, fror 1926' to 1945, as com-|sented a return:of 2.85% on year~
piled  from : “The  Spectator”: in-|end tof;lggg‘sosgéﬂ;f thitsh .’cqml;o;a;‘ei-s

{ woo s withe 812,088, or' the: mutuals
surance Year Books.’ ' |and a 'r"je{ufr‘l«‘of‘ 237%5 {ihte

. Total ,__.._100.0% . ,100:0%
Total Admitted Assets * -

‘Despite: the very large per cent
- increase shown by .the mutuals,
r they still-write-only a small pro-
. portion of the total business, al-

.-+ though' this' proportion! now | is

+ Ssubstantially - greater - than the
: 11%  reported. in 1926, ‘It 'seeths
ivery . questionable,  however,
~'whether they-can enlarge their

i 'share' much ' above the 16.7% | of|

1:1945. Their facilities for building.
‘ business cannot compare with the
! country-wide agency system ' of
‘ the" stock * compatiies, in . tonse-
' quence they do not serve the ink
! suring - publi¢ ‘on niearly so'widée
a scale as do the lafter. Furtherk
“more, they -appear: to be much
more ‘“choosey” in theiraccept-
i ance of risks, their: ratio of losses

" paid to premium receipts being

Digitized for-FRASER. .-

g :‘lélrd, Bissell & Meéds ,

1l BANK

; cand
INSURANCE

|- sTOCKS

{ Members New: York Stock Exchangs '
! §{ 120 BROADWAY, NEW YORK 5, N, ¥.
"M, Teléphone:  BArelay 7-3500

: el Teletype—NY . 1-1248:49
(h A. Gibbs; Manager Trading Deparfment)

fadmitted -and "invested assets on

R T : . PREMIUM RECEIPTS - 5 PERCENT OF TOTAL i | There is plenty’ of room in:the
F ; (BODO) s ool s | Averiean ecohomy for. both” mus
J .. Stock Companies | Mutual Coripanies' Total- 7 Stock ~ Mutusl tual and stock . eompanies;: with
1926 334 | 122561 . 1,110,895' 89.0 S AL0 L Ve Browth  prosbects “for
: AR pa we nt atehin daf e

1,027,028 | | 1520604 179,632 87.1 129  [fully “selected fire S Inbutaice
bl E e Bkt : | /|stocks -still. constitute " “quality’
918,039 | 153495 1,071,534 85.7 143! |5 2 e ing e
787,019 | | 142233 . 920252 841 153 inyesenty IOr, e fongsting
B80,521 ) 1. /OT,891 : 717,912 878 < qaf . [IOVESWOL 4 S s R :
622,277 | | LI21000 77 734,467 a7 1531 |5 (e e ettt
6237 13033 80270 838 162 | [ John MeKee Pres, of
- 702,620 | 134415 - :gs’:,gas ; gg.g. ﬁ‘.g: Sttt ot [IB : k S
759,429 | 131426 . 890,855 852 > 14.8 | ; ; el
1831622 | 140,506 ©':972/128 855 145 | Gonlmella an e
782,204 . = 130469 - 921673 849 151 | | The Continental Bank & Trust
814,514 142,128 -~ 956,642 85.1 149 | | Co. of New York announced: that

| 932,074 | ! 156,298 1,088,372 85.6° 144 | | John K. McKee has been elected

TN A 1,075,617 | | 183,206~ :1258,833) 854 146 | | president and a. member:of: the

AR 1,144,461 199,826 1,344,287 85.L ¢ a4 | [T T board ' of " dit

La9a3rractand 1,014,725 | 212,042 1,286,767 835 165 | rector's ‘of the

1119845 S SR ~ 1,154.056 | 217,764 | 1,371,820, 842 158 | bank, . effeck

DU 1,252,253 | 251769 1,504,022 83,3 167 | _ tive’ Sept. T’

i : ? : : RSt e d " next.: The an=

| Totals ... $18,189,940 ' $3,089,437 - $21,279,377 *85.5%*14.5% nouncement|

; i ; B e Prasite el D was ‘made by | .
*Average, Frederick  (E,

zelatively low; ‘averaging * only Haslet, chale

34.1% ‘in 1945 ‘against 50.0% fo Inan ;. of.  the
the - stock * companies.” Their 20 ral i
year: comparison is as follows: | " ‘year has been
A Ave;gge Ratio,. Losses Paid" 1. serving as
B t | R Al P AR
(Cmtn“‘pifel:ﬁ}lglxnh %g;:ﬁ:ge; Of niand . both .C,h.a“‘maﬂ
{w““The Spectator ") . ' il ', and. president
Year  Stock Companies Muttial Companids |/ . .of the bank, |
et R e BT ek Mekee Wk B et Y
1926 ... 547 8357 . - known . in
1927 ... 512 08320 [k o L banking and
1928 _ ... 489 33.2 industrial. circles;: Mr. McKee' op
1929 . .. 476 54,4 Feb: 1 last completed  a:10-yeat
1930 --.. 568 ©40.2: 0’| term of office as a member ‘of thé
1931 ... 697 415 . i | Board of Governors 6f the Federal
1932 ... 589 37.1 .| |Reserve System  in . Washington!
1933 Loiz 0463 36.0: | | He" begatr his banking career in
1934 ___. 429 331 1907 with' the Peoples National
1935 _._. .36.6, 28.8 Bank of Pittsburgh and has been
1936 ... 4238 :35.3 closely identified with theé' bank+
1937 5. 5.042.8 34.6 ing profession since that time. |
(1938 _.._. 483" 3y | M. McKee entered publie serv4
1939 L _ .. 450 38.1 | lice in 1931 whesi he became asso-+
1940 "_... 435 876" |ciated with the organization of thé
1941 ____ 438 384 Comptroler: of :thé  Currency]
1942 ... 55.0 364  |When the Reconstruction Finance
1943 L . 472 331 | | Corporation” was created. the ol
1944 .- 281 37.7°7" llowing year, he joined its o‘fficiaj
1945 .- 50.0 341 f)taf}f{ ‘and is remembered in"th[
W s Uy ' Tggme | banking fraternity for. the! promi-
Avetage‘ 485% g _?6‘7% | nent role he played ,_in,wvthe,_;p\rej
~In only one year, 1929, did the | ferred  stock - Program-: sponsoré
mutuals suffer .heavy;losses, with by the RFC during ‘the early :30°/
an average ratio of:544%. . |1 February, 1936, he left the RE'C!
{~The . investing practice of " the|to “accept’ a4 \Presidential “appoint-
mutuals . leans 'm0t &' heavily | meént as & ember of the Board ‘of
towards bonds' than does that. 6f | Govetnors of the Federal Reservel
the -stock companies. - Aggregate System, . representing, the' Cléve-

land’ Reserve Distriet.’ -

A

Mr, McKeeis a‘natlve of: Pitéé-‘

INSURANCE &

" ANAYLZED
. Special Bulletin and Booklet
Trading daily, 7 a. m,

Inquiries invited.

«

210 Wes

New Yark — Chicago —

Bought — Sold — Quoted
== REVIEWED

BUTLER-HUFF & CO.
+" . OF CALIFORNIA

t 7th St., Los Angeles

PRIVATE WIRES
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- : ?ﬁlrg}\l and served overseas with
: e Army. during: the’ first World

BANK STOCKS |[{war. =~ = "% i Yot
; Pt e e — o —

Claude S. Jameson with '
Carter H. Corbrey & Co. |
(Special to Tre FrwanciaL CHRONIGLE) ' -
. L.OS -ANGELES, ' CALIF.
Claude 8. Jameson, Jr. has be-
come  associated "with Carter H.
Corbrey & Co., 650 South Spring
Street. He was formerly manager
of the trading department for the
Boston Commonwealth Corp and
prior thereto was with G.

—_ COMPARED
Service to Dealers & Brokers
to 5 p. m. (P. C.T.,) :
Orders solicited,

San Francisco Seattle

—

00|
| |-ed:u cational;

3| We wera - a,

| Atomié Enx

ity. - Urges such'c
surprise atfack.” i
I have just completed a short.

“'coopération by subjecting domestic :
ontrol must be entirely ‘effective to prevent: “a’ :

I graduated from. the course

control to intérhational author..

Rt Sl e 3 M e
ut intensive course in ‘elémentaty.
magna

physics.. I.will:no pretend that .
Cum il an @ enti e i
However, : thé
experience.
wagztruly
unigue and

‘w.er.e known
as ‘the Senate’
Special: Com-
mittee on:

erfgy "and we:
literally 'went i
to“ school. ' to - -Seh.  Brien McMahon
the - scientists. .. ol s g
I.doubt if ever.in'the history of

| subject’ they - were tea i
| These 'mén-who hid unlocked the
‘| atom; released: atomic’ eniergy and

produced the atomic bomb wete'

matriculated,

education did 50 ' small a:class’ 8 1946

e v i e

have' a :faculty ‘s distinguished
and so detérmined, A
The inen of scienee Wwho ‘testified
beforé. our: Commiittée : were: de~
termined - that - we - Who . répres
sented  the ‘people: shotild ‘realize,
the“extraordinary: nature:, of the
ching ' us,

filled’ with fear and tiey wanted
us to’ understand: Why. - Wheti we
: L, .we . ‘may.’ ‘have -
(Continued on page 919) -\
**An: address:by Sen; MeMahon
at the Columbia’, University Sum=
mer: Session, New York City, Aug,

] ]

Jackson's

By BRAY H

-F ed_eiﬂ Resetve official. attacks
;. matters” in recent book; -

. exploitation  than
- had 2 monopaly. of credit. -
+ of . authoritative scholars.

on inflation and checked speculation s o iy
«:.: Mr..Schlesinger’s bood- [“The Age of Jackson”] is important and

abounds in excellences;

it deals wi

“Econonucl'umblmg" mTale of £
Attack.

 Assistant. Secretary of Board of G
L Federal Reseive Systém: 4
“fumbling treatment of economic -
matters” in ¢ ook, “The, Age of Jackson,” by Arthur M. ;
- Schlesinget, Jr. “Holds Jackson Era was more an age.of triumphant - °
of ‘liberation, and denies. Bank of United States *
Accuses author of failure to use works -
“Says; Bank 'was a restraining influence '

AMMOND*

¢nfsBank;_pf‘*zU;fS'_;.g{ .

overnors -

e )

th -a significant period; it is:comi=

prehensive .in . ;
itg interest;
and it i§ ‘en-
tertainingly
written. . M.
Schlesinger
hag a fine tal-,
ent: for' peo
pling an epoch
vividly. - But
his: 'book is
marred By two
faults. One'is
a7 Manichaean
naivete: " with =
respect to »
the nbbility Of i o sl ani' s
SOt W A g 3 A M dehletinger, Ji,
Jacksonian-and, the:

& othet 'is'a
treatment “of - economic
nd - particuldrly “of' the |

the Unitéd' States.” " ]

(“Mr." Schlesinger’s cabularf

Purrs-over:his friends; ‘The land-

derhook

leader's “have' ‘a “pervadihg i
sight,”: their® wiath " is “magnifi-
cent,” one’ or’ anothér:of them is
“handsome,”’ “grave,”’" “masterly,”
“erudite,” " “thoughtful,” ““qutet,”
“intelligent,” “brilliant,” etc.; etc.)
and thé old hero himself is touch-
ingly fond of children.: The oppo-!
gition is a sorry ‘outfit, “They are
bank :“lackeys,” they “roar” aad
“suarl,” they deal in “hullabaloo,”
they are “phony,” they have “fan.!
tasies,” they -work ‘“backstairs,”

" *Reprinted from the “Journal of
Economic - History” ‘published by
the New York - University Press

Brashears & Co, and Fairman &

Co.

raser.stiouisied:

* tion,

for the Econornic History Associa-

wsl) their - best' minds are’ ‘“opaque,”
tiijand one gets. the: impression' that .
| Mr. Schlesinger never thinks of -
|| them' as loving little children. at

|| awkward questions by simulating

i Patd-Up Capital s

didness of |

scapes at‘the Hermitage and Kin|

all. * Jackson’s  trick of evading .

(Continued on page 920) = -\

Australia and New Zealand

NEW SOUTH WALES:

“ " “(ESTABLISHED 1817) -, .
_..#8,780,000 - -
Reserve Fund. .. <-+.6,150,000 .
.Reserve: Liability of Prop.. 8,780,000

PR 51,2 £23,710,000 ¢
R R ey
‘Aggregate -Assets
g g::f: 1945 :’__;,_-J...;J._m:%.ls.’t.
THOMAS BAKER HEFFER; '\
S Generalo Manager: e B
-Head: Officer-George, Strect, SYDNEY.
-7 LONDON:-OFFICES® .7 s
* + 20 Thréadneedle Stréet, E. C. 2. -
(747 Berkeley i Square, Wai1 1.7} "0
7 “Agency Arranpements; with Banka i -
;o througheut the. Uv: B. Al i

T o e T A e

i

Xt

“of INDIA, LIMITED
.’ Bankers  to the Government i .
¥ Kenya Colony Ihd-u.ll‘ldrﬂ‘v &

. 1 Head Office: 26, Bishopsgate,

London, E. C, 2

1 B Ceylén,

T oy CeTldn,  Keare

" Subséribed Capital...-£4,000,000'
Paid-Up Capital_.....£2,000,000

- Reserve’ Fund.. £2,200,000

The  Bank ..condu;tu _every  description - of

{Hant, scond! £ :

R R R R

Hfanthes in
: Colony

T rusteeships and Execﬁinnhl'pl
also undertaken .. .

D L————

rerts L et et S 5 T,
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More Restnctmns “on
Instalment Credit

Federal Reserve makes changes in- Regulatlon ‘W which slwrten
{ repayment ‘period on ‘many transactions and reinstals controls on
. amounts up to $2,000, Aimed chiefly at automobile buying.

The Board of. Governors' of the' Federal: Reserve: System on
© Kug. 13 issued new ‘restrictions ‘on ‘instalment credit under’ Regula-

tion: W, intended ostensibly as an
anti-inflation measure to cyrb the
rising ‘volumeé 'of ‘instalment’ sales.
It iis. undoubtedly- aimed 'at’ auto=

mobile credit sales, since it limits.

ithe repayment time 'on instalment
crediis® and - reéimposes * controls

abandoned "3 little over a‘month |-

ago.on credits ranging from $1,500
to $2,000. -The changes are made
effective September 3, and apply
tq all instalment credit operations
not connecied with the purchase

- of consumers durable or semi-dur- |}’

a le goods.

,President; Allan Sproul of tbe
Federal Reserve - Bank : ‘of . New
York.: has : 1ssued the followmg
statemerrt 5
CONSUMER: CREDIT

Amentment No. 21, 1o’ Reg'ula-
/“-gion W .of the Board of ‘Gov~

'=; ernors of thé Federal -

’ Reserve ,System .
? To Regtstrants under Regulatwn

*W, and Other-Concerned, in the

{ v.,‘

o Second Federal Reserve District:.

..For your information we quote
bélow' from a’ statement’ for: the
press.issued by the Board.of Gov-
ernors of the Federal Reserve Sys-
tem for release on Aug. 13, 1946:.

*The Board of' GOVernors of the

Federal Reserve System took' aé-’

tion today to amend Regulation W
relating to consumer credit in two
respects. The first enlarges the

scope of the regulation by making.

it apphcable to all consumer cred-
its up ‘to $2,000 instead® of only
those up to $1,500. The second re-

ces the maximum maturity from

18 months to 15 months for instal= |
ment loans that are not connected:

with the' purchase of consumers’
durable or semi-durable’ goods.
Instalment:- credits ‘for ‘the pur-

chase of such goods remain syub-

ject to a maximum maturity of 12
- months, or 15 months in- the case
of automoblles .
L ALLAN SPROUL,
i . President.
| The text of the Federal Reserve

Board order, “Amendment No, 21|} |

to’ Regulation W?” is as follows

iy CONSUMER -CREDIT

i Amendment: No. 21 to

g ‘Regulation W

Issued by the Board of Governors
! of the Federal Reserve System-

i Regulation W is hereby amended.

in’‘the following respects effective
Sept 3, 1946:

V1 Sectlon 1, 2(e);-2(h); 2(i);
G(a) 6(b), 7(a) 7(b), and 7(c¢)
are amended by striking out
$1,500” and msertmg in *lieu
thereof “$2,000.”

| 2.:Sections 6(b) and 10(b) are |

amended by siriking out “18
months” and inserting “in lieu
thereof 15 ‘months,”

3. Footnote 5 attached to-sec-
tion 7(¢) is amended so that it
will read as follows:

i “The- maximum_ maturity is:6,
12, or 15 months from the date of
the original loan as determined by
its purpose, except that 18 months

from the ‘date of the renewal .or |

extension is: permissible with ‘a
Statement of Necessity pursuant
to section 10(d).”

| 4. The last sentence of ~footnote :

7 attached to: section’ 10(a) :is
amended S0 that it w1ll read as
follows:
y "Whenever the  regulation: is
amended to increase or decrease
the maximum - maturity for any
cldss of transactions, the terms of
repayment ‘permitted in the first
instance’ in 'so far-as they relate
to the maximum maturity for such
class - of ' transactions” shall - be.
. deemed to 'be the 'terms applicable
under the prov1snons of the amend—
ment %
5. Sectxon 10(d)..is amended by
Inserting after the words “except

that”. the words “1t ma?r have a
- maturity ' of* .ot more than 18
months end T :

tJames:P, Hart Now
.| With Skall, Joseph
Muller Go.

(Bpecial ' to ‘TrE FINANCIAL cxnomcu)

CLEVELAND OHIO —— James

‘Hart has . become associated
wlth Skall Joseph, Miller & Co.,
Union® Commerce Building, mem-
bérs of the New York and Cleve~
1and ‘Stock Exchanges. : Mr. -Hart
was formerly with Paul H, Davxs
& ‘Co., and.Hirsch & Co YRt

]

; dger and cashler

‘Herzog Incorporates

Herrzog\& ‘Co,, Inc,, 170 Broad-
way, New York Clty, is now doihg

busmess as.a corporatlon Officers |

are ‘Robert I Herzog, President;
Morrlson - Gilbert, ' * Secretary-
Treasurer Norma E. ‘Herzog,
Vlce-Pre51dent Mr.. Herzog ‘was

formerly Sole, proprletor of “the,

§1rm w1th which Mr.. Gilbert. was
assoc1ated for many years as man-

: o
WAGCS Receive

Joh Rights

President. Truman .on_Aug. 9 .
signed a bill designed to give all
Women'’s ' Army = Corp - memhers
re-employment rlghts similar to -
those held by all service person--
nel, the Assoelated Press reported :

from Washington, adding .that un= -
der ‘a’previous act some of the"

WACS were riot eligible, % =1 1

3 4

DOLLARS BEHIND
THE

The basus on whnch the whole structure of a Flounshmg

2 i

is Found

MAN BEHIND THE BUSlNESS

busmess rests'is oFten the brain power, mﬂuent:e and personahty
of one man. In case of hls death, readlustment would be a long
and costly process.: Lfd 5 insurance for l:he beneﬁl: of the busmess
secures continuity and safety, protechng credit at a critical tlme

and bridging the gap until a successor competent to l:ake hls place

At all times life' insurance ,safeguérds;and extends
credit, for.a business that-is protected by insurance is one

that bankers and business men trust.

It has come to. be

regarded as anessential part of the equipment of a modern

_commercial corporation or partnership. We will gladly

demonstrate how' valuable busmess life insurance would

be to your company.

. Your inquiry will receive. prdmpt -attention,

"LIFE INSURANCE COMPANY
Springfield, Mng'saehusetts;

}
Coapia il

ditized for FRASER
://fr,aseg._s_t_l\ouisfed.or /
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| Real Estate Securities |

HOTEL SECURITIES

The real estate security “fraternity” have been initiated to a
bear market in their securities ‘and they’ are disturbed no end.

During the past four. years

prices: of real-estateibonds have

moved steadily upward in contrast to: frequent :corrections. in ‘the

stock market and now, for the first

securities show a minug sign.. " .

% You may. recall that sometime
‘ago we suggested. caution ‘inse-

| ‘REAL ESTATE
~ SECURITIES

'BOUGHT
- SOLD
QUOTED

* k%

-SHASKAN & CO.
" Members New York Stock Exchange
Members New York Curb Exchange
| A0 EXCHANGE PL.,N.Y. Digby 4-4950
Bell Teletype NY [-953

Real Estate Securities
" Prince & Lafayette Streets.

; 58 '52—New York

Lott Hotels, Inc.—Chicago

" Wacker Wells: Bldg.

“Roosevelt Hotel, Common
St. Louis

Myles Standish Co. Boston

VALIQUET & CO

135 So. La Salle St.
CHICAGO

CG-81 Ceniral 4402

_ Firm Trading Markets:

California & New York

- Real Estate Issues

SETaEoTRR T e

J.'S: Strauss & Co.

155 Montgomery St., San Francisco 4
Tele. 8F 61 & 62 EXbrook 8515

= SPECIALISTS IN =

'REAL ESTATE
SECURITIES

One La Salle Co.
. Lott Hotels Co.
100 North La Salle St. Bldg.

- Chicago Builders Bldg.
4/56 W. S g

333 Building- Corp. Units

FIRST LA SALLE co.

11 So. La Salle St., Chicago 3, Ill,
Tel. Central 4424  Tele. CG 660

lecting hotel securities because of
impending wage increases,
The decline’ in real estate:bond
prices was led by Hotel Securities.
We hope: our suggestion of cau-
tion ‘was not ‘misunderstood. Our
suggestion was ' that  because' o
the impending wage increase, in-
vestors.should be selective in their

with sufficient earnings to with-
stand ‘the wage'increase. Ll

*- Years- ago, ‘when.some S. W.
Straus issues defaulted after .45
. years without loss to any inves—

of ;.their . Straus ;Bonds ‘without
checking the security behind each
individual issue. This: resulted ‘in
many good.issues, which were al-
ways worth par. (and are: today
_selling near there) being sold at
prices ‘of 20 cents on the dollar,
along with the poorer issues, -
The decline in the averages of
real estate bond prices for the
month -of ‘July received a great
deal of publicity in the news-
papers.. A prominent statistical
service issued a long memorandum
on these issues and has advocated
the liquidation of hotel issues.

We maintain the same caution
we suggested in purchasing hotel
issues should be used in the dis-
posal of them.. .

Let us see what the situation in
the hotel industry. actually boils
itself down to: b
-The wage increase we expected
has materialized itself into an in-
crease of about 20% over prevail-
ing ‘hotel ‘pay rolls. :

- Apartment-hotels with little or
no ' restaurant ‘business will ' be
‘very badly hurt.: On the other
hand ' commercial hotels with a
large restaurant and ' beverage
business ‘will be able to absorb
some of this increase by increasing
their  prices on their food and
drinks, (We ‘understand - this. is
permissible under new OPA reg-
ulations.) In addition the  hotel
industry has a strong feeling that
there is a fair chance that the
OPA may grant an increase in
room rates. :

Restaurant. and bar  business
play an important part in the in-
come of commercial hotels. “As an
example, let us see how the: in-
come of two of New York’s promi-
nent hotels, with bond issues; is
livided. Park Central Hotel (870-
7th Avenue): Income from rooms
1945, $1,978,991; income from food
and beverages during. the same
period, $1,373,757. Governor Clin-
ton Hotel: Income  from - rooms
1945, $1,596,286; income from food
and beverages. during the same
period, $1,111,412, ‘

Because ' of - the inability = of
building new hotels on account of
the high increase in construction
costs, we' believe good ‘business
will continue for a: considerable
length of time in present hotels.

time, the averages in real estate

purchases and choose those issues:

tors, many of the Straus investors|
. became panicky ‘and.:liquidated. all

By .good business we do.not mean,
tae’ peak business),woﬁ.:thg War
Years,  but ‘we do' mean’ decid-

business 'should 'reflect - itself  in
the reduction of the debt of these
hotels to a level even more ad-
vantageous than before.

Park Central, Savoy-Plaza, Madi-
son,  Sherry Netherland, etc.,
should continue to enjoy 100% ca-,
| pacity ‘business. because in addi

they can.also cater to those people
who cannot get apartment: ac-
commodations, i :

Truman Hails 100 Yrs.
For Smithsenian

‘The Smithsonian Institutioh in
Washington on Aug. 10 celebrated
the 100th anniversary of the day

Smithson, English' chemist and
mineralogist, was formally ac-
cepted for; the ‘United Statés by
an:Act of Congress, Congratula-|
tions were received by the Instiu-
tion from President Truman for
its “record in the advancement of
science and culture during a most
important century in the history
of mankind,” a' special dispatch
to the  New York “Times” from
Washington stated.

“The - Smithsonian :should con-
tinue,” the President went on to
say, “to strive toward the end that
man should not only know better
his earthly abode but should ac-
quire the means of knowing him-
self better, Such studies are of
vital significance in'our present
efforts to build a better world
order, and to break the cycle of
recurring wars of ever-increasing
destructiveness.”

The ‘advices in the “Times”
added: - The. institution. is 'con-
trolled by boards embracing the
President, Vice President, - Chief
Justice of:the United States, heads
of | the executive departments,
three members of each chamber
of Congress ‘and six prominent

citizens. :

Its active executive is called the
secretary. The six men who have
held this post to date were Joseph
Henry, physicist; Spencer Fuller-
ton Baird, biologist; Samuel Pier-
pont Langley, astronmer and pio-
neer in areonautics; Charles Doo-
little Walcott, geologist and pale-
ontalogist; Charles Greely' Abbot,
astrophysicst, and the present sec~
retary, Alexander— Wetmore,: bi-
ologist. :

Garl Marks Employees
Annual Outing =

The employees of Carl Marks &
Co., Inc. of 50 Broad Street, New
York City, specialists’ in foreign
securities' will = hold . their- first
postwar annual outing during La-
bor Day weekend. The outing will
be held at Alexandria Bay, New
York, near the Thousand Islands.
The employees  of the ' firm
wil leave on Friday, Aug. 31, and
will ‘return Tuesday *morning.
This annual outing of the employ-
ees of Carl Marks & Co., Inc.
started in 1935 and continued un-
itil the year 1941. The war inter-

rupted this annual affair,

OFFERING

Brooklyn Fox 3s, 1957
Dorset Hotel 2s, 1957
Cerana Apts. 5s, 1942 W. S,
Gov, Clinton 2s, 1952 W. S.
B’way Motors 4s, 1948

150 Broadway
Tel. BArclay 7-4880

* Sherneth Corp. 534s W, S.
Wall & Beaver St. 414s 1951 W. S.
62 W. 47 St. 5s, 1951 W. S.
79 Realty 5s, 1948 W. S.
80 Broad St. Bldg. 4s, 1952 W, S,

AMOTT,BAKER & .C0.

Incorporated

S WANTED

-

New York 7, N. Y.
= Teletype NY 1.588

edly. better.business than prewar | |
years. If we are correct, this good |’

Hotels' with" suites such as the|:

tion - to: their transient business, |

on which a: bequest by’ James |

 Ohio Ends. ﬂonlroversyWulh N.Y, Cuh.

factory,

i Ernest Cornell

the mérkét value,

Ernest Cornell of Ohio " Division* of ‘Sectirities * writes' President :
-Posner ‘of New York Curb he is convinced the Exchangé had no in-
tention of- circumventing -State’s Blue:Sky Law in listing ‘Kaiser'
Frazer shares, and that proposal of Exchange in future not fo list
any security which has been denied registration in Ohio is satis-

' The  controversy’ between  Ernest' Cornell,” Chief of ' the ,Ohio

 Division of Securities and the New York Curb Exchange over the
Curb’s listing of ‘K ;

Corporation shares has been sat-
sfactorily 'settled. As moted :in.
the issues: of ‘“the 'Chronicle”
June.20 and July.'4 of this year,
the Ohio official: had severely
criticized the Curb Exchange for
| listing shares | of . the. Kaiser-
Frazer  Corperation, which the
Ohio  Division of  Securities had
refused registration in that.State

j on:the ground that the offering. g
price of the issue was excessive..
Mr, Edwin Posner, of the Curb
Exchange, contended - that, - in
in' view ;of © the / fact  that. the

‘shares were already: distributed . -
when " listed, the exchange had

no authority 1o’ be'a ‘judge of .-

aiser<F'razer

Edwm Po-nel' i

) ‘as this‘is ‘de-
tors. :
The recent correspondencé’be-
tween: Mr. Posner. and Mr, Cor=-
nell . follows: .~ - S
& NEW YORK CURB
EXCHANGE: '
New York
Office of the President
Aug. 7, 1946
Hon.’Ernest Cornell
Chief of Division' of Securities
614 Ohio. Departments of State
Building .- . :
Columbus, Ohio, .
Dear Mr. Cornell:
At our conference .in Colum-=
bus on July 2 it seemed to be the

Curb Exchange  in listing the
Kaiser-Frazer stock had  delib=
erately ‘ignored your  opposition
to the sale of this stock in Ohio.

We: explained that there. had
been no  intention to be - dis-
courteous to. or to circumvent
the .conch}ions of, .the Division
of Securitiek;-We. had understood
from your letter to the Company
that ' your objection was merely
1o the ‘offering 'price, and we
thought that when the issue had
been sold and - distributed - the
appraisal of value established by
the public on ' the . Exchange
would eliminate your - objection.
It was for this reason alone that
we failed to' communicate with
you, as had had been the prac-
tice, as to why the application
for registration in Ohio had been
withdrawn,

It occurs to us that a recur-
rence of a similar “misunder-
standing - might be -obviated ' if
the  Exchange . should ' agree,
which it is glad to, that it will
not in the future list any secur-
ity which it knows has been de-
nied registration by the Division
of ' Securities ‘of - Ohio = without
first requesting the reasons un-
derlying the refusal. Your: views
will . receive the most careful
consideration of  our Committee

belief of your Division that the|

termined by -outside market ‘fac-\on Listing ‘and ‘it the ;”Exchén‘g‘e{
“|'decide’ 'to " 1ist, notwithstanding’*

your ' objéctions, ‘a’‘'statement of -
our’ reasons” will ‘be" forwarded '’
to'you. The Exchange, of' course, ¢
understands. that this in’ nowise *
limitg the 'Division of Securities '
thereafter ‘in taking, such action
as it ‘provided for by the ‘Ohio
Statutes, 3

We  hope  that this prdcedure -
will -indicate to you our purpose
to. collaborate in the publi¢ in=~
terest, . 4
; Yours very truly,

EDWIN POSNER,
President.

STATE OF OHIO
DIVISION OF SECURITIES
Columbus 15
-.614 'Ohio Departments of
State Building
Ernest Cornell, Chief of Division
Joseph J. Van Heyde, Asst. Chief

; ‘Aug. 8, 1946

Mr, Edwin Posner, President
New York 'Curb Exchange
86 Trinity Place
New York 4, N.Y.
Dear Mr. Posner: ;

Your. letter of Aug. 7, 1946,
setting forth the position of the
New York Curb Exchangé and
its: reasons - for - the listing 'of
Kaiser-Frazier  stock, has  been .
carefully noted.
. Your  explanation - convinces
me that the Exchange has no in-
tention ‘of circumventing or 'at-
tempting to. circumvent the Di-
vision ‘of Securities of the State of
Ohio, : e

The method, which you propose
for handling similar ‘matters in
the future is satisfactory to me
and I believe will obviate any fu-
ture ' misunderstandings between
us. The present controversy re-
garding the Kaiser-Frazer com- 2
mon stock matter is now closed
so far as the Division of Securi-
lies is concerned. = 7

Very truly yours,

. ERNEST CORNELL,

Chief, Ohio Division of Securities

U. S. Plywood Pfd.
Publicly Offered

Eastman, Dillon & Co. heads' a
group of underwriters which on
Aug. 14 offered ‘a new issue’ of
60,000 shares of 3% % cumulative
preferred  stock, series A.. The
stock, par $100, is being offered

jat $102.75 a share and dividends.
The company will use $2,458,310,

of the proceeds to redeem 13,824
cumulative preferred shares, series
A, and 9,412 cumulative preferred
shares, series B; outstanding at
$106 and $105.50 a share, plus div-
idends. The rest will be added to
general funds for expansion and
improvements. : i
The company recently spent
nearly $2,000,000 to acquire the
capital stock of Seattle. Export

Lumber- Co.-and -the . controlling
stock of Kosmos Timber Co. It has

appropriated $400,000 for plant
additions for' its' Canadian sub—

sidiary, Hay & Co.; Ltd., and plans *
to expend $215,000 for new ware-

houses in Detroit and Oakland. -

Great Lakes Paper :
Bonds Placed Privalely

The private sale of $4,750,000 of
3% % 20-year bonds of the Great
Lakes Paper Co.,  Ltd., to the
Mutual Life Insurance Co:,: New
York, and Northwestern Mutual
Life  Insurance . Co., Milwaukee,
was announced . Aug. 8:by.  The
First . Boston Corp., McLeod,
Young, Weir, Inc.; and Wood, Gun-
dy, Inc,.who are the investment
bankers managing ~the transac-
tion. The company will use pro—
ceeds of the sale to retire $4,746,~

960 of 5% bonds due in 1956.

Pigitized for FRASER
/iraser-stiotisfed-orgt -
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- Foresees 20% Income Tax

Reduchon in a Republican Vzclory

vRep. Harold® Knutson,  ranking: minority 'Republican  member . of -

~the House

- Means .C om-

"issued from

. that a Repub- M

ficates can be issued for its book

.the miner deposits his cheque in

" pank forwards the cheque to the

«» ' the Treasury; the Treasury ¢redits

.;wlll never be reduced by present

. House. Ways.and Means Committee, asserting expenses. and taxes.:.

Administration, holds a tax cut !

+is ‘required as one method of enforcing economy, .- Rep..Clarence -

- J. Brown, Republican Nahonal Campaign Dlrector, calls President

“ Truman’s economy plea “a pretty-please memo,

and says his

" estimates of expected revenue are “in error.”

“The' issue on individual income taxes for 1947 has been made
wvery clear,” Rep. Harold Knutson (Rep ~Minn.), ranking member of

’Ways and

mittee, stated -
in a statement -

Republican
WNational Com~
mittee Head-
gquarters in
Washington
on Aug. 12,
Predicting

Jican House
of Represen—
tatives will
see its way
clear  to  vote
a 20% reduction in individual in-
come  taxes for the year 1947 if
Republicans win  control of  the
House in November,: Congress-
man Knutson said that Congress
must “compel the government to
retrench, live within its income
and ‘at the same time start pay-
ing off the debt. The veteran
Congressman  insisted: “that: ap-
propriations and taxes will never

be reduced by this Administra-
tmn "

Hon. Harold Knutson

‘record . for

 “The . Democrats . claim ' there
can be mno reduction in taxes,” he
pointed ‘out. Congressman Knut-
son’s statement continues:
“Rep. Cannon (D.=Mo.), in" his
capacity as chairman of the Com-
mittee on Appropnatwns defends
the excessive appropriations for
the 'current fiscal year and pays
tribute to the Administration for
a. program . of mcomparable re-
trenchment’ and  ‘an  all-time
retrenchment  ‘and
economy. in the history of this or
any other nation.’. So speaks the
chairman of the Committee on
Appropriations;. and, inasmuch as

all appropriations must originate’

in ‘this body and the gentleman
will continue as chairman of the
Appropriations Committee unless
the 'Republicans take over 'in
January, the : taxpayers  should
know what to expect in the way
of appropriations next year un-
less there is a change, The sim-
ple “truth is that appropriations
and taxes will never be reduced
by this Administration. It is: too
(Continued on page 899):

| Sa s Gold and Silver

Cost Government Nothing

Edward Henry Neary, attorney, holds miners in sellmg gold and

. silver to Treasury get credits and

the publxc gets promises to pay

_ - dollars in the form of irredeemable promlssory notes and credits
‘ which are exchanged for goods, etc. ~Sees in process an explosive

. fiat-money mflahon.

EDITOR, The Commercial & Financial Chronicle:
There are 371.25 grains fine silver in a silver dollar (U. 8. Code,

title 31, .sec. 316); 480 grains in an®
ounce; ‘therefore an ounce ren-
ders 1.2929-4 silver dollars; that
is the monetary value of an ounce
of silver in silver dollars. But a
silver dollar is legal tender for a
dollar; therefore its' legal mone-
tary value is $1.2929-.

‘The :dollar is 15 5/21 grams
gold 09 fine, 135/7 ‘grains fine
gold (Proclamation of- Jan, 31,
1934); the monetary value of gold
is therefore $35 an ounce (480
divided by 135/7). It is notorious
that gold, dollars, are not paid
(e. g. Gold Reserve Act, Jan. 30,
1934 sec. 5).

The government pays $1.2929--
an ounce for domestic fine silver;
charges a seigniorage of 30% (Act
of ‘July 31, 1946, Public 579), ap~-
ptoxlmately 39c and’ pays the
miner 90.5¢ net,

Silver has ranged in market
price between $0.246 in 1932 and
$1.383 in 1919. So far as I know
the price is now rigged by various
governments. While the price of
silver is 90.5¢, ‘the value of the
silver in a silver dollar is ap-
proximately 70c!

The seigniorage, so called, is
not 'a material substance, it is
due to the over-pricing; it is sim-
ply ‘an account-book . entry, an
idea, imaginary; but silver certi-

value. (Silver Purchase Act, June
19, 1934).

The miners of gold and silver
are usually paid by bank cheque,

a commercial bank and is credited
with the amount; the commercial

Federal Reserve bank on. which
it is drawn; the F. R. bank credits
the commerc1a1 bank and- debits

itized for FRASER
//fraser stlotiisfed.orgl -
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sued without its consent.
consent of the United States,to
be sued on contracts payable in
gold coin, and for damages for
the taking of the gold and silver,
was withdrawn by the Joint Reso-
lution approved by the President
Aug. 27, 1935,

the Federal Reserve bank; it can
issue' gold certificates or direct|
obligations . of the United States
to 4the)z F. R. bank, (Act March 27,
1942.

The gold and silver therefore

cost the United States nothing!
The miners get credits written in
account’ books; the ‘public ' gets
promises 'to pay dollars, silver
certificates . which can' be dis-
charged with other legal tender,
irredeemable-  promissory - notes
and
subsidiary and minor coins which
are
need no attention.

credits; © also’  over-valued

comparatively ' trivial and

The. government can not be
The

- Those  monetary measures made

possible the financing of the poli-
cies ‘which have resulted in the
most colossal debt of all time. '

Some people are reported to be

exchanging - their: credits = (bank
accounts) and irredeemable prom-
ises to pay dollars, for things, ma- |’
terial substances, farms, jewelry,
etc.; as more and more people do
this, prices will rise higher and
higher, and money will appear to
be scarcer and scarcer, until there
will be ‘the condition known as|
explosive, fxat-money, inflation, as
has happened in other countries
under like conditions!

Older economists called gold an

anchor

EDWARD HENRY NEARY

Port Washmgton, N. Y
Aug 10, 1946. G aE T

Publlc Utility Securities|

(Continued from page 885)
signed to the common stock would
presumably . be.. reduced.
$392,095,820 (as of Dec, 31, 1945)
to ‘about $232,000,000. ' Thus the
book': value: per: ishare' of ; Edison
stock . would : be; reduced. . from
about $42 a share to about $20 per
share—assunming ‘that the  ‘entire
amount ‘set’ aside ‘out of " surplus

| may have to be used for the vari~

ous adjustments mentioned above.
Temporarily, the whole' set-aside
amount would ‘probably be termed
;‘Surplus Special” or some similar
erm.

The adjustment of depreciation
reserve, if .consummated ‘accord-
ing. to the views ‘of the expert
witness for the Commission, would
permit: a  reduction in. current
charges for depreciation of about
$4,000,000, which would increase
net ‘income by $2 500,000 (after
increased  taxes). " Potential 're-
funding savings (less taxiadjust-
ments) may be"estimated at about
$4,150,000. On the other hand, the
company has" agreed to rate cuts
of about $6,000,000, which (after
tax ' savings) would' cost an. esti-
mated $3,700,000 - (though  there
might be some recovery through
increased business). The net esti-
mated result of all these changes
would be an eventual increase in
net income of some $3,000,000, or
about 26c per share,

Arthur Freer in Chicago
CHICAGO, Ill.—Arthur J. Freer
is engaging in the securities busi-
ness’ from offices at 176" West
Adams Street.

from | .

ﬂpposnlon Io ﬂongresslonal Reorganization
Still Smoulders

sentatives who opposed the pas-
sage of the Dbill, to reorganize the
Congress mforms the: ‘“Chronicle”
that'in his opinion streamlining
of; House committees, as: described
in last week's issue of this pub-
Ilcatlon, is not necessarily a fore-
gone conclusion,

‘According - 'to our mformant
that feature of the reorganization
act which applies to House Com-
mittees may be obviated in Jan.

simply - by - the House adopting |’
a resolution to adhere to the rules|:

of the 79th Congress, If this is
done the existing ' committee
structure of the House will be
continued. . withot: affecting ''that
of the Senate and without ‘dis-
turbing ‘the retirement and: com-
pensation = features of ‘the ' act
which are overwhelmingly popu-
lar with their beneficiaries. 'Such
a resolution by the House would

1 not require Presidential approval,

According ' to ~our . informant,
what the House does on this mat-
ter when the 80th Congress: con-
venes in 1947 depends in impor-
tant degree on the results of the
November ' elections, Should -the
Republicans take over control of
the House, as many of them ex-
pect to do, under the Congres-
sional reorganization act a num-
ber of them would lose the rank-
ing positions which they have ac-
quired through years of service.
With the. Congress streamlined,
there will ‘be fewer committee
chairmanships to be distributed,
and chairmanships mean power.

One: of the Democratm Repre ®
This. is perhaps ‘more: -important

to those who have been in ‘the
minority all these years since the
Roosevelt revolution of 1932. The
opinion exists on Capitol Hill that' .
many : Republicans ‘'voted  for the':

Congressional reorganization act—
with its higher remuneration and
retirement, features — with their
tongues: in their ' cheeks, so far-

|as the committee shakeup is con= -

cerned.

Bauer, Pogue in N. Y

* Bauer, Pogue, ‘Inc. is resuming
the ' investment - business
offices: at 115 . Broadway, New
York City. " Officers are Frederick
R, Bauer, President: and Treas-.
urer; and Ruth R. Bauer, Vice~
President and ' Secretary. = Both-
were formerly  officers 'of Bauer,: .
Pogue & Co., Inc of Jersey City-
and New York ; :

Crumpton Co. Incorporates
' BIRMINGHAM, ALA. — T. U.
Crumpton & Co.,  First National -
Building, is now: doing business:
as a corporation, -Officers 'are
Tom U, Crumpton; President; Roy
W. Knight, Jr.,. Vice-President;
Willa R, Doss, Secretary-Treas-

urer; and Amelia L, Crumpton, *'

Assistant Secretary-Treasurer, AlL '
were . associated . with the pre-
decessor firm,

New Issue

Coffin & Biire

Incorporated

Incorporated

(Incorporated).

E. H. Rollins & Sons

.Pame, Webber, Jackson & Curtls ”
Central Republic Company ‘

Hornblower & Weeks
Julien Collins & Company
Maine_ Securities Company.

: Tlns advernsemenl is netlher an.o _ﬂ'er to scll nor a salmlatwn of offers to buy any of these securities,
The offering is made only by the. Prospgctus

45,000 Shares*

Bates Manufacturing Company
4Y5% Cumulative Preferred Stock

($100 Par Value)

a *These-shares are being first offered by the Company to existing stockholders for subscrip-
tion at the price of $100 per share plus accrued dividends -from July 1, 1946, and the
unsubscribed shares will be purchased and are being offered by the several Undcrwritcre.

Public offering prlce $102.75 per share

Plus accrued dividends from July 1, 1946

(,ojnes of the Prospectus may be oblained from such of the several Underwrzlers,
wncluding the umierszgned as are registered dealers an securities in this' State,

Harnman Rlpley & Co.
'R, W. Pressprich & Co.

_ Baker, Weeks & Harden
Charles H. leman & Company

Whltmg, Weeks & Stubbs

4

H. M. Payson & Co,

_ Pacific Company of Californie\

August 9, 1946

Incorporated

Ingalls & Snyder

from
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.~ Now thaf:the Wheeler-Reed reorgamzatlon bill has been kllled
it may be-well to.reflect: regarding ‘what' impact the’ measure might |
+ ~have had on the railroad stocks laffected.” The sprincipal peneficiaries'
_'were to be the Missouri Pacific, The Saint Louis Southwestern '(Cot-'
" ton Belt),: the Chicago, Rock Island  and'Pacifi¢c ‘and'the New York;
New Haven and Hartford Companlés Each of! these systems have been

reorgamzatron
-.more - than:a -decade.:; The ‘MOP
confessed bankruptcy -on “March’
. -31;:1933, the: Rock: Island, -and ‘a
. few months later, the Cotton Belt,
. .though- controlled - by Southern
. -Pacific, entered a bankruptey-pe-1
tition ‘on Dec. 12,1935 preceded
on Oct. 23 -of the same year by the
New Haven, All of these lines took
advantage of ithe newly enacted:
~“'Section .77B -of -the Bankruptcy
~Act, 'which was intended ‘to sim-
phfy .and ‘expedite redrganization
proceedmgs and "reduce’, the cost
“thereof.: The amendment to :the.
Bankruptcy Act; moreoyer, aimed
1o protect stockholders equmes

PR,

Arden Farms '
Common & Preferred

Consolidaied'
Dearborn Corpn. 2

Du:taphone Corpn.
i Common DA
Walt Dlsney

Productions
i Common &
: Debenture"4s, 1960

; ERNST&CO

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

},1231 So, LaSalle St.,-Chicago 4, IlL.- ~

: Si)ecialists in
. RAILROAD
. SECURITIES

: red
GUARANTEED RAILROAD STOCKS-BONDS L
25 Broad Street '~ New York 4, N. Y.

fPelephone BOwling Green 8- 6400
p Teletype NY 1-1063 X

RATED'

Kendall Company

€

Common Stock

Circular on request

[

‘Adams & Peck
63 Wall Street, New York 5 ~
BOWling Green 9-8120 “Tele, NY 1-724

‘Boston Philadelphia Hartford

'11,20 Broadway, New York 5, N.Y, ,

Sclu!ed Sztuptmpu at all ! T}n;c: el

g

wfor®-

by giving- them a“voice m the re-
organlzatlon proceedmgs nL

' “Despite the beneflcent aims’ “of
the Act, which; in reality deprived

vested rights, ,proceedmgs ‘under
it 'were tedious, difficult .and ‘for
the most part unsuccessful ‘Thus, |
although ‘the Interstate’ Commerce
Commission approved, a plan for
the MOP .in July, 1940, this plan
has been revised and is stlll hang-
inig " fire, :though hearmgs were
concluded on it in ‘March of last]
year.. “TheCotton elt" has fared | ;
no. better, although a‘plan ‘of re-
orgamzatlon ‘was [ submitted " as

| early ‘as December 1937,. There'
1have been altogether fiyve  plans

proposed for'-thist railroad, - and

i | though : the ICC: approved a. plan’

on Jurie 30,1943, and it has btén

: “approved fby the U 8! District’
| Court in :8t. Louis, ‘the ‘Southern

Pactflc, the : prmclpal shareholder
is taking -an‘appeal. -1t objects o
its treatment asa stockholder un-
der‘the plan. = 7

"The New Haven management
filed a ‘plan of reorganization as
early as June, 1937,.and the ICC
submitted  a revised final plan.on

ings have been held, resultmg in

1 a U. S. Circuit ‘Court ‘approval

early in 1945. But final approval’
still hangs fire. Under the ap-

proved. plan, .the shareholders .of

the New Haven were declared to
have no .equity; .and. were ruled
out of partlcrpatwn in the plan of |
‘reorganization. - As -to the Rock
Island, more than three years ago,
Judge Igoe of the District Court

bondholders ln many instances of |-

March 22, 1940, on_which hear- Frisco, “its '$8,851.000 .of ‘net ‘aper-:

-v of thcago announced that the
proposed reorganization was .pest-.

poned qndefmltely .and -remanded

merce :Commiission.*

‘While- these ‘dilatory ,proceed-
ngs were under way, all the com=
panies concerned were. undergoing

were piling: up. ‘surplus
Shareholders, accordingly "clam-
ored ‘for -a' recognition ‘of " their
resuscitated . equrtles They wanted
the: companies restored to' their
ownership.- Hence, the agitation
for .a new railroad ‘reorganization
aw, Congressman ‘Reed of Kan-
sas,. and- ‘Senator . Burton ' K.

Wheeler, Chairman of the Senaté¢:
interstate Commerce , Committee
poth .drew ‘up measures {o annul
Fectlon “17B ‘as it related. do. thf

arge and important system in re- | .

peivershlp The ‘Wheeler—Reed
Act resulted as ‘a compromise be-

tween: the Senate and the ‘Houss‘

versmns

i But whlle' the ‘measure - was| ..
pemg .deliberated’ in both "houses, |

railroad iearnings were taking a
flop. «In the first:six- months of
1946, MOP .reported ‘net operating
income of but. $6,882,100 compared
with - $16,399,207  .in'/ the ' same

period ot the (previous:  year.

Similarly, .the .Cotton. Belt: net,
pperating -income. dropped - from:
$5,686,331 o $2,737,682, 'while that

f -the. Rock rIsland was .reduced

rom-$14-milions to slightly-more
han $6% millions., :New Haven
arnings suffered an even more

serious reduction falling to $1.- g

241,707 -in first six-months of 1946.
compared with .$9,763,000 for the
same period 'in 1945, : As-for the

ating income jn:first half of 1945

has been converted into. a deflcxt;

of $696,729.

“Of -eourse,the-decline in-earn-.

ings shown ~above “is common “to
all lines and ‘was to be expected
when ‘the war.was ‘over and nors|
‘mal operations would be resumed.
Certain: carry-back and other tax

refunds whicH were to: cushion |

the shock have, been more’ than

hé ' case to ‘the Interstate Com—'

abnormal,)warume earnings ‘and’
.cash.

financing.

,\J l 4
offset by “increased- avages” and'
other operating, costs.-. Moreover,
therailroads have'mot ‘yet;been
reimbursed ‘to any substantial ‘de-~
ree by rate .increases, - Under
these' ‘circumstances, ;new ' reor-

ganization-plans that might have,

been drawn up and adopted in-the

next 18 montHs as requ red by the
new. bill’ swould ‘not . ‘give-share-|
noldexrs-any firm ground on which.|

to . base | itheir equities, . Reors
ganjzation plans must necessar;ly
be “based  on “future  prosperts
rather ‘than ) recent wartinie -past |/
berformandes.
banies undergomg reorganjzation
=xhibit reduced earmngs and are

*When the ' com~

facing def:cits, there seems’ to be
little- likelihood ' that . either: the |
ICC.or the; courts will favor a res
organization - 'which " -will " ‘give
value to railroad shares; that have
meither earnings' .or prospects. to
‘their “credit, * ‘Certainly,: it.-must *
be. assomed. that o’ plans would
‘be’ acceptable to. bondholders or
to-! goverhment reg‘ulatmg and
judical; authorities; Which iare not
based on pro:pects‘ of future in-
creased earnmgs i Certainly fu-
ture earnings @annot Pe expected
to ‘match results obtamed under
wartime . abnormal hlgh trafﬂc
cpndltlons e e -

A

Frelgh! Car Shortage

.:some roads would velcomz
_others are proceeding

- Pelley, Presxdent «of Assosiation of

American Railfoads, says

government ﬁnancmg of new .cars, but
with “purchases ‘from “own funds.

Sees

 greater meed for cars ‘because - of shorter working hours.. - 4

additional freight cars;

“Suggestions -for ‘government fmancmg in. the copstruction Of
-announced by the .Office .of Defense ‘I‘rans-

portation; ‘ace oeing expioied i} 9

the railroads and the several gov-
ernment agencies concernéd; J, J.
Pelley, * president, Assoelatlon of
American Ra;lroads, said; :

. “Several. railroads -are. inter-
ested in the program proposed by
the ODT,” Mr, Pelley said, “‘while
others .are proceeding thh ‘the
purchase of meeded cars under
plans . which mvolve pnvate

i “Through the .program:  sug-
ested by ODT, orsotherW1se the
railroads will jincrease ‘their sup=
Ply of cars,” Mr. Pelley added,
‘although 'shortages: of. matenais
and .other. production . difficulties,
have made deliveries of new. cars,
difficult'this year. In fact; during
the first 'six months ‘of 1946, ‘the
railroads received fewer new cars
than in the corresponding months
of last year, although orders are
greater. ‘At the same time, ithe
‘number of worn-ouf cars disman-

tled' and de‘stroyed was “almost
twice as many “as in the first half

of 1945 ref’ectmg ‘the ef{ects of

,61 Broadway
Te}ephuns—DIgby 444933 |
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iimzs BDARDWALK et | ¢

artxme ‘wear and, te,ar and
ponement of ‘retirements,

" “While railroads are carrymg
fewer ton-miles of freight traffic
how than they were a year ago, to :
do it is taking just about as many :
cars, and more in the some.classeg *
of equipment The ‘average: load *
per car is'less. than a year ago,-the
‘average haul 'in shorter, and . rthe
average turn-around: time .
longer. ‘One cause of ‘this .is- that E
a much greater. proportion of hox :
cars is ‘being ‘used “for less~than-:
carload freight \this year, partly :
due ‘to " pressure for: ‘deliveries .
which:cannot be made lin carload *
lots because of production ' diffi- -
culties. . Another. cause  is: the '
shorter work week ‘in mdustry,
with fewer loading and unloading -
days, and slower handling of cars, .

“Through the program suggest—
ed by the- ODT or. otherwise, the -
railroads will increase their sup-<
ply of cars. At any rate of build-

Jpost< -+

ing -possible - under the present
production difficulties, there will
not - be enough new  cars in the
near future . to bring freight car
supply ‘up to demand. To get the .
maximum use out of the available
and prospective supply is going to
take the best efforts of -everybody
-concerned. in doading,-moying and *
unloading cars—and this goes .for
railroads ag well as ¢ =h1ppers e

s | New Yotk: Stock Exchange

Weekly Fizm Chanees
‘The firm name of. Friedman & -
Companv will b,ccome} ‘Spiegel- >
herg & Co, effective Aug. 15, fol~ *
lowmg the retlrement «of Ralph..
Friedman, from the f;rm Qn Aug

1450

Edward P Fueld & Co wrll dns- .
solve as of Aug: 15,

“Interest :of ‘the late Albrecht
Pagenstecher, I, in Ingalls &
‘Snyder -ceased :as -of July :30..

‘Frank ‘L. ‘Newburger, Sr., lirh- =
dted . pdrtner in Newburger & :

- ‘Morris Hochmzm Opens
NEW BEDFORD MASS.——Mor,- :
rris- Hochman i ‘engaging ‘aT

secu,rltles busmess from omces at

et Branscomb- Street

Iradmg Markets -
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#goads :after ‘their feorganization.

\THE c MMERCIAL & FINANCIAL CHRONICLE

Reorgamzahon Bnll

'» "les lo sign measure which would remove certain‘ pending veord
~! 'ganizations from Section 77 pf. Bankmptcy Act. - In ‘memo’ cites;

... shortcomings.as: (1) failure to. grovnde for Jower interest Tates on|
-obligations; (2) failure to provide praper control after: reorgamza-, :

tion;/ (3) Tailure to provide agaimst fnrfex(ure «of securities ‘andin

5

 companies, . i 4

5 ;‘“;iveshnen.tr ‘and '(4), failure to Timit excesslve reorgamzahon fees
s Objectlon also made to «lmutatmn provnslon of Jull to larg

i

Président Truman; pn Aug :14 ennounoed that he wou}d not 51gn.
‘the ‘Wheeler- Reed Raxlroad Reprganizatxon Bill, and ‘thus; -in effect
{4

wkll‘l:ng the :
"+ 'measure by-a v s i g
pocket .. veto,: .
X s,ince .Con-’
gress  is . no.
longer in ‘ses-
sion. After
.making  his
5 decision,r. the:
President . is~
sued a. state- .
w ment in which -
. hemade publie
. his objections
i to the bill. . .
o' The text jof =
cAhe TP e gie s s e i
dent’s .state- . -'Paresldent"l'ruman
ment follows:
T am, w1thholdmg my approval
of S, 1253, entitled ‘an.act to:en-
able raxlroad corporations, whase

" properties.during . a period of sev--

en-years have provided sufficient
earnings to. pay. fixed charges, ito,
. . effect a readjustment of their fi-|
..nancial . structures; . 'to. alter: or
.. modify - their. finencial - obhga-
... tions; and for other purposes.’ |
“Even. though 1 am .famlhar
with  the ' deficiencies and  in-
. -edquities .and ; the 'eyils that exist
‘under Section 77 of the present
~"Bankruptey Act, I fear that this
- new bill :will not -accomplish the
.. purpose for which it was intended.
..+ “The bill containg twe.sections;
“‘the  first of which - contemplates

the . preventian: of , bankruptty’

proceedings’ where pracucab;e
. the :second - contemplates ‘the TR~
';:orgamzatlon of : certain . railroad
-~carriers by the institution -of pro-

B & dwer‘cmg, qnder cover of'a re-

: organization;plan,  the ‘funds of a
«zailroad. for :the purchase of ats
wn stocks in the: market

Approves Snme Prov151ons
“QOn. the other’ hand; the" bxll
does: incorporate prmcl.ples for
which I was one of the 'sponsors in
lhe’ Senate.” I..commend. particu~

“larly the emphasxs which'the “bill|:

‘olaces ion ‘the: prmclple that'reor~
1amza*tlons ‘must - give pnmary

3 ‘onslderatmn 4o the publi¢ ‘inter-

Last,and. to “the best interests of
the railroads whlch are bemg re-
‘organized. -

“Thig - requn'es among other
things’ that: reorgamzatxons shall
place control ef railroads in per-
sons - primarily - ‘'concerned ~with
traasportation for ‘the: ‘communi-
ties: served -and for the nation jas
2 whole; without ‘any ‘strings di-
reet or, indirect,  conditional ' or
atherwxse, to institutions or others
in distant financial*-centers. "~

“Such regatd“for the public in-
.terest will: also help - the ‘stock
‘holders, whether they be railroad
employes- who have “invested in
the "stocks* of  the companies,for
which they work, or ordinary ‘in=
vestors, desirous-of; safeguarding
their, ;nvestments,,bnt not of help-1 "
ing_any interest te capture.con-
trol of their railroad. These stock-
holders, whom: the bill “justly
seeks 1:0 protect against. forfeiture, ]
ean and ‘should: get such.protec-

- {tion, . but wx(hqut enabling. ax;y

*

-|segislation to- acquire- contrel.:

. exther ‘immediately. or - within| a,

~| meet- the *'State -abjections. and
| which. will ‘be‘in’ the best mtere ts

{wvided for a new ‘procedure for

mnnmal “interests" ."to wse - such
- “Bywithholding: my 51gnature
40:this ‘hill T do not intend-to in-
dicate  that I' favor the pending]
reaorganization “plans, I .am ‘jin
agreement with. those objectives
of ;the bill which prevent unde-,
sirable:  control “of 'the: railroads,.

few years, ad which prevent fdr-

Zeitures: of ‘securities.: T
1 believe* that:theé mnext ‘Con—-

gress’ can pass a “bill *which “will:

of ‘the ‘public; the railroads, .t
bond “holders and other creditors,
antl'the’ stockholders.” " I

“The, ‘vetoed bill was pending lin.
Congress for several, months, ahd
‘was enacted by both’ houses, after|.
a ‘conference’ report, just prior ito.
adjournment It provided for thel|’
cessation of pending ‘reorganiza-|
tion of’ ‘several - important, . ;au—
roads; . and the turning back lof
the bankrupt companies. to their
.owners with. a provision ' that
new reorganization plan:was, to be
drawnup within 18 months, The
major ;railroads .covered by the
bill are the New . York, : New
Haven and Hartford, the Mlsso ri
Pacifie, the St. Loms ‘and. San|
Francisco, the “Cotton Belt” and
the Rock Island System... The
Denver & Rio Grande Western»
‘was exempted from the new. pro-
visions, and ‘it was not yet de-
termined  “whether  the Jersfeyv
Central o and  the’ Flonda Ee?st;
Coast w111 be affected:

“Asrevised by Senate and Huuse‘
cunfexees, the new: legislation prp-

capital readjustment of rTailroads,]
removing it from Section 77 of the.
Bankruptcy Act, and allows rail-’
roads -which meet with prescribed:
cconditions to/ inapgurate.'a’ mew:
procedure even if:such’railroads’
ax:e“already in: ‘receivexjship. W
" The' proposed - procedure. is'
basxcauy a. proposal, of the Inter-
state’ - ‘Commerce  Commission,
drafted by Commissioner Charles

expu‘ed 1ast ‘year nnd whxch the
{House Reed- b111 would have ~re-
.enacted,

The new: bill would dlscuntmue
all: proceedings under Section' 177
‘of the Bankruptcy Act with re- |
spect - to. .major  roads showmg
qpecxﬁed improvements -in. their
financial position, ™ The: speclfma-
tions state that -earnings of -a road |
must .equal fixed'charges for the]|

[|'sevenryear. ‘period ‘from 1937 ito|

1945; inclusive, and’ gross ‘operat-'
ing [revenues were: in, ‘excess |of
$50,000,000 in any sof :the ca}endar
years 1942 to 1044, inclusive, " |

” *Stockholders - would have: hbd
18  months,-or longer iif authorized
by the ICC, to work out a regr-
‘ganization: plan, * At: the .end :lof
the period the ‘carrier would file

commlssxon

R-K-0 Gommon Slock |
lssue oversubserlbecl b

Lehman Brothers and Goldman,

public offering ‘Aug. 9 of 420,000
shares of Radio-Keith-Orpheum
Corp:.common stock;. $1 par value,
at $21 a share.. The issue, whic

.does not represent new financing,
for the corporation, was oversub-
scribed;. Of the  total offering,
400,000 . shares are being sold for
the account - of Atlas Corp., and-
20,000 - shares are. :being + sold

~threugh ‘the ~exercise .of -optién

right purchased from.two officers
of the company.. The’ total net
‘cash’ proceeds 10 ‘be received by
the corporation from the.exercise
of ~the ! option rights <amount’ to
$160,000, ‘which will be added to
the icompay’s working capital. |
“Organized in 1939 as'a suceessor
in reorganization to a:company of

-/| the: same: name, Radio-Keith~Or-

pheum: Corp., and ‘its ‘subsidiaries
produce,: d:stmbuter ‘and’ exhibit
‘motion pictures:and ‘operate thea-

@+ plan:.of adJustment w:th the.

! precedmg year,

Sachs & Co. headed an ‘invest-|.
‘ment banking ‘group -that’ made]"

sents the corporation’s' major ‘in-
terest in‘the business'6f produc-
ing motion pictures. It also dis~
tributes “pictures, mamtammg 32
film- exchanges in the' United

‘States and six in Canada. The pro-*

duction phase of this subsidiary’s
‘business | consists chiefly -of the
production -of  feature  pictures,
costing -anywhere from $100,000 to
over -$1,000,000 each."In: 1945 it
distributed 30 features, 51 shorts

and 104 newsreels whieh it either

produced itself or which were pro-
duced by ather subsidiaries in the
Radio .- Keith'- Orpheunt Corpora-
tion. In addition, it distributed for
.others “eight features and 15
shorts.

“-Radio-Keith- Orpheum Corpora-
tion and its consolidated subsidi=
aries had met income for the year
ended. Dee, 31,'1945, of $5,889,916
| compared w1th $5, 359 659 m the

i

L

Newburger, Loeb & Co. -
Celebrates Anmversary

Newburger, Loeb & Co,,
Broad Street, New. Yark Clty,
members: of the New. York Stock
Exchange; held ‘a dinner to -cele~
brate the forty-seventh anniver—
sary of its founding. L. N. New-
burger, senior partner and founder
of the firm in 1899, was pria—
cipal speaker.. All the partners
and . some 120 employes’ of the
firm were present’ at the ‘dinner.

Howard S. Filston Is With
Hornblower & Weeks =
T (Speclal t6 'THE FINANCIAL CHRONICLE) 1,
CLEVELAND, OHIO.~ Howard
S. Filston has become' associated
with. Hornblower & Weeks, Union
Commerce - Building.: Mr.. Filgon
was previously : with ‘the . Cleve-
land ' office of Paul. H. Davis &
Co. In the past he did business
as an individual floor broker jomn
the New: York Stock Exchange:in

‘ters ‘and related real estate and

D. Mahaffie and favored.by Sena-:
1tor “Wheeler, .’ 'It ' differed, from

the nld McLaughlm Act which

other: enterprises X
‘R-K+O  Radio. Pictures, Inc.,;

wb,o,ll;( owned »subs};gzary,} reprqm

New “York City. Prior o Jommg
Paul H. Davis & Co. he was \in
the armed iorces. : e

. «eeding under Section 1 pf the biH " jeememti

2 -for. read)ustmem of ‘theig fmanc
. aﬁalrs P

; bnu include ‘the following:
"“The bill fails to “direct. spﬁcxi{x

2 ;cally the immediate reduction: pf
*. the. grossly.. “excessive.’ interqst,
- rates now: wasting ‘the funds' ot}
* ‘the railroads’ in"Section 77’ pre=| .
ax .ceedings, by reducing the interest| *

rates. on-their 'bonds’ and o)

" debt: down to the’level .of the in- |

I 4erést rates’paid by failroads not{"

“4n’Section’ 77: proceedings . I re-| -

iterate a statement which 1 m?ﬂ
e

‘in.my-message ‘to Congress on

- «State of the union, which’ is .
o follows: ‘Low intérest rafes w)

be an. important “force’ im . pro-

7 mboting the “full production’ a d

- full*employment * in 'the postwar
: perlod for which we z\re all stm

ik 107

st “The bill: does not adeauataly’
5 "Cllm ‘the evil, 'present i recbrga
e r-
foromitting 1mpropsr controls of ra

“:: ¢ The.
'protectxon ‘against. im:ﬁmure
2 ',securmes and gdnvestments.

11 fails 1o ~provide: 41;1%
8

17 u“The-level of fees and’ expﬁnsyes o
‘'t 4n Teorganization cases unqler sep— ;
‘"¢ tion *7T has-been expessive.’ - This:: '
1 7ig mot corrected o’ thig biIL ¢ A;f-

: .:m:mahve provmons to f:urb

'blll which may-be- enacted

£ MThe bill excludes profits, ben il
. 4itg certain railroads ‘which should | -,
.~ be prought within its provisions uf. o
" it is to :become’law.” In: this 1

gard it appears. that the $50,000,-

€000 limitation in sections 2 of the :
~ bill would exclude some railroads:| -
.. for-whose ‘exclusion there appears |-
+to \be no Jogical justification. 1{. -

. {‘This bill fails to-correct.a sexi-

. .ous abuse which I condemnéd in,
“-the ecourse .of the Senate railroad | §
“investigation, . I refer tothe ‘abuse-! -

. “Objections 3 swhich T haveto t’)e‘ )

n-1|-

u‘.?

August 14 1946. S
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.- (Continued from finnt naga):

stand or that one can find contra-
(hctxons in his writings, or because
his: theories -have: changed, as : he
grew: olders  There " ig something

more fu:ndamental awhich is:puzzl-|

ing one in:his case, themorg.so

ag.one isiconstantly: conscious: ‘that |

Keynes:was: except;onally intelli-

gent, well nurtured in economics]

and: apparently i lalso, ,mu pohtlcal
doctrmes siniaiant ¥, tie

. The .great mystery in ‘vLOrd
Keynes’ case;is whether or not.he
was . conscious; that; his . theories

were: carrying seeds-of -national-|

ism i’ and --totalitarianism.  This
_question is all .the more pertinent,
. .@as he himself has written: ..
10 “The ideas of ‘economists and
T+ political’ - philosophers, « b-oth

4. when:they are right and when|:
i they are wrong; are more pow-|:

erful than is commonly under-
stood. . Indeed, the .world, is

o ruled by little else.”:

v In:1927, Lord Keynes publ.\shed
“The End of Laissez Faire.”

‘time of, John: Stuart Mill, |
leading | economists “of Endland
were dehverxng Arontal’ attacks
‘upon laissez-faire in’ gereral, and
‘that the work of Alfred Marshall
=—to take one instance—was di-
rected to. the “elucidation of the
leading cases in Which private in-

terest’and ‘social interest are not | ¢

harmomous 4

‘Marxian Soc1ahsm he calls_

“poor thinking” and he'professes

Yo ‘wish' to  maintain  capitalism,
because he’ ‘thinks that “capital-{: -
ism, wisely managed,. can prob- |

ably be made’more ' efficient: for
attaining economic ends than any
alternative system’ yet in sight,
* but that in:itself, it is in’ many
ways exremely-objectionable.”*
».. - His Dislike of Capitalism
-However, he expresses his dis-
like of capxtahsm in the following
terms:
individuals, fortunate in situation
.. or in abilities,: are: able, to " take
advantage of uncertanty and ig-'
" norance, and also because for the
same reason big-business is‘often a
lottery, that great inequalities of
‘wealth " come "about; and - these,
'same factors are also the cause of!
ihe unemployment of ‘Labor,”
Lord Keynes asserts in the same
book that the essential character-
istic of Capitalism is “the depend-
‘ence upon an inténse ' appeal to
\-—_—_

: ’*From “The End of Laissez-Faire.”

Teatoae

Kevnes’ Posthumous*Message‘i

. the* money-makmg and money-

He\:
'\ therein contended  that ‘from tge ;
the |

Keynes considered ‘that the out-!

(e R partlcularf He loved to play with ideas and:

; quotatlons from his writings.

R TRETYRD s ko ik

loving mstmcts ‘of - 1nd1v1dua1s as

the main motlve force of the éco- :

aomige machme. b
T nsxder it extﬁemely reveal-
ing'of 1§ way of ‘thinking,'that
when'"in"* #The \ E #! Laissez-
Faire” he analyzes ‘the’ “meta’phy-
sieal”: (1) foundationsrof laissez-
faire, he. does ‘not even discuss
whether:  or.i.not . individualistic
capitalismis‘the ‘basis of:demacsr
racy andof our c1v11 and pohtlcal
liberties:;:

- Inthe summer of.: 1933 Lord

Keynes pubhshed an artmle bears{:

ing the:title, “National Self—Suffx-
ciency”r. in; the . Yale- Revxew
Therein one can read: . S
“The decadent - mternatlonal
:but individualistic capitalism; in

+is ‘not virtuous—and; it: doesn’t|
deliver the goods. In short, we]
_dislike it, and-we. are begmmng
to deSplse it. . But when we won—

are extremely perplexed.”

" Lord Keynes became conyinced |
apparently ever. since :the first|.

World War that the.world is em=
barkmg on a’‘variety of pohtxco-
economic experiments; He loved
to. play with ideas andin"the
above mentioned article he wrote:

.possible; -of interference ‘from

order to make our own favorite!
experiments - towards the :ideal
. social republlc of the future.” &

“This ‘much  is ‘certain.’ Lord

standmg ‘fault of the econdmic so-
ciety in which' we live is its fail-,
ure to’ provide for full’ employ-
ment and he wishes to correct the
arbltrary and 1nequ1table dlstn-
bution “of ‘wealth and incomes.’

was willing to embark ‘the world
on expenmentatlon But- he was;
not' dogmatic.’ Quite. the contrary
—he considered an intellectual in-
firmity one’s incapacity to change
ideas,” (I wish as much could be
said of his disciples!: I shall re-.
vert to ths'important point later.)
I shall ‘prove my point by ‘two'

In a - concluding ‘note -to ~his
book; ¢The;; General; “Theory - of
Employment Interest . and
Money,” he writes:

“Is the fulfillment of :these

thehands-of: which ‘we found]
,ourselves after the war is not:aj:.
suecess: It-is not: imtelligent, it
i, is not beautiful, it is not just, it |-

. der what to put in_its place, we/

“We all need to be as free as|

- economic changes elsewhere, in |-

RIS A i })t}ln)'?*) h{ .

sfi the 1deas are correct-—-—an fLH
hypothesis on ‘which the: author{.

himselfmust. necessarily base
what ‘he’, \ffr;tes—xt would, be a
mistake, I predict; 16 ‘dispute
“their potency ‘over/a period of
time.” i erh ) g
'{In thei-abeve-mentoned: »artlcle
pubhshed. invthe *Yale Review,”
he wrote:;i (it v.q!
1w “Yet the new economle ‘modes;
~towards which we ‘are: blunder:|;

“vl.‘

i nature, experlments We have
;/ino clear. idea. laid  up -in. our
< /minds - beforehand ' ‘of:. exactly
. what:we wanti,; We. shall dis-
v cover; it‘as we move along, and
~we:shall have ‘to mould our ma-
terial: in accordance with -our
. experience.-Now for this proc-
ess 'bold;: free and . remorseless
criticisms ;[My note: for the at-
tention of Keynes’ disciples and
some Washington officials!] is a
.isine qua non: of ultimate suc-
".cess,. We need the collaboration
of all ‘the: bnght spirits of ‘the
*.age. Stalin has éliminated every
independent, crltlcal mind, even
‘those . sympathetic.  in: general
outlook.., .. Let Stalin be a ter~
rifying exampl_e to all-who seek
to make experiments, If not, I,
at any rate, will soon be back
again. in my old nmeteenth—
_century ideals, ,.,..” :
o &
Keynes" Influence: on U S.-
"Lord Keynes’ théories and 1deas
have influenced economic, think-
ing ‘in’ 'the: U.S.A. in" iwo .ways:
they have' either created an ap-
pallmg and detumental confusion
in’many urncritical 'minds, or they

mists, and also’ by many political

bad!—the worst one, it seems: to;

me, is that most of his disciples;

are not aware of the “hypotheti-

cal” nature of his’theories—not-| =

withstanding ‘the'fact ‘that he has

himself clearly stated so, (see page}
383, of his “General, Theory”)—| .
and therefore are teaching and]-
preaching ‘dogmas ‘and. recom-:

mending’ policies in-»actordance

thereto, as if they wereistemming |

out of a Bible.; . ; )
It may serve a useful purpose
to remind Keynes’ disciples of one

ideas a visionary hope? ;.. But

of ‘his most forceful dicta. which

o
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ing, are, in the essence’of their |

‘mous  article in ' the

have been 'uncritically and dog-|
maticaly- accepted by many aca-|.
demic:‘and governmental - ‘econo--

leaders  for'reasons which I'shall
| explain later; :While' the ‘conse-|
quences of Lord Keynes’ theories |,
are manifold-—and: not all of them'

.. 46. Gordon: Square

e enuncxated in’ the “Yale Re-
4 ylew” ar’ncle of 1933:: -

.' U\

 Wotds-pught to be a ht-
tle “wild—for they .are an as-.

power and authority have been
attained, ' there: should be no
more poetlc license. . ,'An‘éx-
perimental society has‘need!to
be far: more efficient than'an
old-established” one, 'if'it is to
!survive. safely., When & doc-
trmalre proceeds to . action, he
‘must,! g0 to ispeak; forget ‘his |
Ty doctune‘ For 'those’ Wwho'in "ac-
“tion'remember the -letter: will

=iprobably.lose what they are ;

seekmg it
TG LR e e
Correspondence With- Keynes
After the publication of my ‘es-
say onthe consequences’of Lord

Féb. 8 and-15,:1945) 1 had an ex-
change of letfers with him, ‘and I
hereby offer two of them (those
which were not. marked ‘“Per-
sonal’’) iin' the hope that they may

serve. 'ai useful “purpose in . thel '

thinking ‘of ‘'some dogmatic disci- ||
ples and followers of his theories,
who may: otherwise .be: doing lots
of harm' to our country'and-the

rest of the world.

Lord Keynes’ answers to my
letters are evidence, I-think, that
he accepted some of my. criticisms,
notwithstanding,. or should I say
because, of his: protestatxons and
that he was sharing my fears as.
to .the consequences of his: theo-~
ries, as conhrmed in his posthu-

Journal,” referred to at the begin-
nmg of thxs article;
‘. 46 Gordon Square
Bloomsbury
June 26, 1945
Philip Cortney, Esq,
1423 West 55 Street
‘‘New: York, U.S.A.
Dear Mr. Cortney,

your:pamphlet on my theories.
You have indeed been-a dili-

gent student, and your lecturer | .

. must apologise . for not having
done better with you!

But you have approached my
words with a closed mind"and
have given your own interpre-
tation to’ them '(as we are all
“apt ‘to do)- without having pen-

etrated to their real full-blown

meaning.

/“There is hardly a passage or
i quotation
““{yhich you could not claim some

“textual -justification in some-

thing I have written in the last

25 years, And yet, and yet .

the result is to produce a story
. overy remote indeed from'what

" is my actual position and pur-

pose.

.- Anyhow you will be glad to

hear that! And I can end up by
most fully endorsing ‘the last
sentence of your preface—that
“in order of urgency the! main
‘objective to be attained is the
free convertibility of the pound
sterllng >
Yours very truly,
! Keynes
New 2%or11§)46 }
Jul F
’u y' : o - New Yox'k

.. July 23, 1946
s-The Honorable Lord Keynes 3

- Bloomsbury::. S R
.England.: ;i niin i s il
~Dear Lord Keynes, . wofqod

Many :thanks for your. 4letter

of June 26th.

Being only in pursuit of truth
I am not insensible to your re-
proach to have approached your
words with ‘a closed mind. It
may be helpful to you, however,

to know that the same reproach ;

can be ‘addressed to many pro-
fessors . ‘of economics, ’
whom, some of the most promi-
nent in the world, who have

“ written to me, commendmg with
more praise than I probably de-

serve, my essay on the conse-— 5L

quences of your theories.:
May I suggest very respe‘.t-

fully-- that - there is - probably‘

sault, 0f ‘thoughts upon the un-{.
L thmkmg :But when the seats of

“Economic |

Many th%nks for sending me ;

in - your- essay‘/for|

i economists; -
‘| bears’ agreat”’ responsxbilxty ‘for

among >

o g SE AT Y i
great need, for a: “Keynes mter—
- pretation -of . .Keynes’. theories™ "
for the following reasons:.'i

-+ 1) either the wording ‘of your
past- writings leaves -room for -

““misinterpretations by those who '

have no - special axe 'to grind,
nhke mYSelfmorm. R B
()1t gwes “to. your “‘pro €550~
rial”i 6pponénts: plenty of Toom
i for}interpréting your' 1deas ‘the
£ way they w1sh—-or
©3) and ’co my mmd worst of
“all, it givés'some of your disci-
ples a pedestal to propagandlze\
“itheif’ own wrong ideas'in prac-
~tically “Schachtian” terms.

v May I also respectfully sug-,,
'gest: that 'the wording ' of ‘your
- letter to.me is open to misinter— -

“'pretation.; When you' protest
: that “the result is to produce a

Keynes’ theories - (see  “Commer- |- story: very remote indeed from

cial and ‘Financial Chronicle”  of |-

-what g my actual position and
' purpose,” is’one to understand
that you share my views on the
‘causes"of 'the 1929 Depression
' and in general, on the economic
’“and ‘monetary deVelopments be-
‘tween the 'two ‘wars? .
You will also be interested to
‘ learn that the last paragraph of
“‘your. letter, whlch 1 brought to
the' attention of a few friends
~‘and ‘Senators, " was “considered -
“news,” which fact is also prob-
‘ably due to a mxsmterpretation
of the ideas you stand for. -
In my last letter to you, T ex-
pressed the hope that you may
have a good time | . .’at my ex-
pense , . . readi ng my  essay.
 Apparently, however, it.did not
quite produce this result. There-
fore, I might perhaps finish’this
letter with a story which I'think
amusmg, and pertment 1o your
situation " among: your ' fellow
-‘economists. I shall tell it to you
in French, because I believe the
“story has more punch in the
““language in which I heard it.
As'you know, it is the custom
in France that a couple wanting
a‘divorce must appear before a
* judge for a final attempt at rec-
““onciliation.
One day, there appeared be—
: fore the French judge a couple
~ seeking ‘a divorce. The woman
was rather attractive and “out~
wardly very nice and sweet.
The husband was the complain-
ant. The judge tried to convince
the  husband = he ' had ' 'better
.“change ' his ‘'mind “and " said ' to
vhimei.Je  ne ‘2comprends.  pas
pourquoi vous voulez divorcer
cette charmante femme; cdr, aw
fond, elle parait tres’gentille”
..The husband answered, some-
what annoyed: ‘Il se peut que
+ vous ayez raison, Monsieur. le
Juge, maise je ne suis pas sca,-
phandrzer moil”. i
-Please believe me, dear Lord
Keynes
; Respectfullv yours, :
: Philip Cortney
- Keynes’ acknowledgment of
my. letter: of July 23, 1945'is of
no particular interest. = . -
+ Last winter I became dxsquleted
by the conflicts -between manage-

:-|ment : and labor: approximating
| sometimes civil war. Wrongly or

rightly; it seemed to' me that the
main: cause ' of our- predicament
was: wrong: thinking, particularly
among: ‘government - officals. and
Inasmuch as Keynes

the confusion in:thinking in‘eco-
nomics -and " on ‘account: of » his

{ «-[ great rinfluence on ‘the minds -of

these  people; it occurred -to: me
that. probably the: only man.who ‘-
could straighten ‘out our thinking .
was’ Lord Keynes himself.: Hence
my following letter. to him.i!
" New York
* Jan. 38,1946

The Honorable Lord Keynes

46 Gordon Square .
“Bloomsbury

London, W.C., England
" Dear Lord Keynes g2

You certainly realize the tur-
moil which exists at present in
the United States. The labor-
management dispute has taken
on an ugly aspect. Should this
country ‘lack, at the present
: Juncture _the ‘necessary intelli-
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“gence “and w15dom I‘am afraid
i -the‘ conséquerices™ may beéome
ominous’ for the . entire “world.

The . confusion : in*’ thinking - in |-~

economics has.reached disquiet-

.. ing proportions,” If wrong-ideas |-
e continue. to. have a:-hold on.peo- |:

© ple in-key positions;’if leader-.
ship- of.-another - sort: tloes  not

.-assert itself quickly; I,am afraid|’

. that this country:will be-pushed;
5 albe;t unwittingly -and; against
its ' will ‘and : through'.devious|
ways mto«economxc -and’ finan=~

+elal” natxonallsm and ‘-"solatlon- ;

‘ism. ;

I may e wrong in. assummg
that, you are . probably :one: of |
the few. persons .in the.world
~who ‘can do somethmg about it,
I mean, something. about
stralghtenmg out -our thinking.
You have | very ' nicely re-
" proached' me ‘that I ‘have . not

' done . justice fo ‘your ideas. I
iy Wish' to assure,you that I have
mterpreted your wmtmgs with
_all the intellectual honesty. of
‘which I am capable. Further=
more if T have misunderstood
Yyou,: then there.is ‘plenty of
;i broof in my. ‘files that most of
""the’ economists” and important
, brofessors’ in the world, have
gotten a wrong .conception - of
your ideas.  The. worst result,

. however, is the abuse and . dis-

: tortmn of your ideas by parti-
sans, or by people who really
have not understood 'anything

- of what you intended to say.
At this time, you may right-
fully ask what you could. do-to
..clarify this confusion. I think
:that an article by you stating
in_simple’ and clear 'language
your 'present position  on: -the
subjects of savings, wages, pub-
lic. debt. and “currency-juggling

.. to atfain: the goal of full em-
. ployment, would certainly
.arouse great interest and mighty
- channel “thinking | on . sounder
paths. I do not know personally
.-where ‘you stand at present .on

- these' subjects.: The  'greatest
.compliment which I have been
able to pay you was to state
that . your ‘mind was flexible
enough and that you were per-
sonally of such intelligence that
you would know to change your
opinions’ when you think ' that
facts warrant: such a: change.
Your statement : that. I misap-

. praised your theories makes me

wonder where you really stand|

. %oday..on thesc 1mportantxsub—
jec Vs el R S

i Personally, sand “I.: have said
.'80-in my essay on your theories,
I have had the impression that
Yyou. were - endeavoring to find
solutions to  an’individual free
enterprise = system,"
‘mechanism of economic liberal-
ism.: The usage some partisans,
who. do not know better;: try to
make - of “your-:theories; is to

prove that you are either-a mer- |-

cantilist or a socialist with to-
talitarian propensities..'The fact
that  you 'have been working
hard to obtain a loan from’ the
United States makes me:believe
you ‘stand  for  individual: free
enterprise, economic: liberalism
and ' international - multilatera}
trade. Should my  ideas’ meet
with  favorable’ ‘reception ' on

your part I am of the . opmmn

{that your article should appear;

.either ‘in, the. London “Times,”
.or the New York “Times,”.or the
New York: “Herald Tribune,” I
“‘am convinced ‘that either the

: ‘N. Y. “Times” or the N.Y. “Her-

- ald Tribune” would be very.
Jhappy to ‘publish: an artxcle
‘written by you." '

I suggest publishing your ar-
ticle in a newspaper because
first, the matter is very urgent,
and secondly, in order for your
-article to carry weight and: in-

- fluence on . public : opinion, . it
will " have, "‘of : course, to * be

..coached in, clear, simple ‘terms,
understandable by an average
1nd1v1dual

gitized for FRASER
pi/ifraser.stiouisted.orgr.. .

using .the.

3 Bloomsbury

¢ January 16, 1946

1., Philip Cortney Esq)

i 1423 "West 55 Stree

. New: York, U.S.A.

i Dear: Mr.. Cortney, i
2. Thank you:for, ‘your: letter ot
i January:4th. If I-had~ tlme ;and

© strength, 1. would: act ‘on” your

,suggestion. But T am still'some-
. -what entang}ed .inaffairg-and
inot . freé to give my "mind-to

T educatlon. £

. Moreover, what- you " ask ‘me
. fo.dois not easy, especially : if,
. after a somewhat long suence
I had to' address the instructed
public as well as the uninstruct-
. ed public. : Very difficult, and
. perhaps - impossible, ' to: ‘handie

. both at the same tlme SH
I hope the day will come
again when I shall be wrltmg
for public: consumption. : When
that does come, it may be better
o be i guided, bothin subject
and in form, by how ‘the spirit
blows :and: what. I'feel I most

want to do.: ¢

Yours very trulv, L
: Keynes :
Thls letter proves beyond doubt
that Lord Keynes agreed with the
fears 1 wasg expressing. in my let-
ter of Jan, 16, 1946 and with - my
opinion on the origin of the wrong
thinking which was theé funda-
mental cause of our great'troubles.

Misinterpretation of . 1929 Depres-
; sion’ -

I explained in, my : essay on.
Keynes how and why his prestigc
was ' enhanced—and . why he 'did
not -deserve ' this ' credit—by : the

by Eng’lan‘d in 1931, and by the
US.A, in"1933. Due to his posx-
tion in 1925 against «a return of
the pound sterling. to par, econo-
mists and  much of the “informe-
public oplmon” ascribed the 1929
depressxon in England-—and ever.
in the U.S.A.—to the gold stand-
ard, or to the.return of the pounc
sterlmg to par. in 1925. Keynes:
himself, pronounced this diagnosis

lished in ' 1930. 'In 1936, Lor¢
Keynes .published “The General
Theory of Unemployment” where-
in he stated that he had become
skeptical regarding the possibility
of influencingthe long-term .in-

of the Central Banks.: There isin
“The General Theory” no diagno=
sis of the 1929 Depression, but the
new theory implies that the boom:
could: have been perpetuated -by-
“managing”  a]l ‘at. once, the rate
of “interest,. savings and mvest-
ments.

I consxder it to be. one of the
worst | - consequences. of . Lorc

distracted  the’ economists .of the
world from making a' ‘gealistic anc
-adequate - diaghosis . of / the 192

to approach more:intelligently. th
economic’: problems .with whict.
we ‘are ‘presently ‘confronted.
.The “General Theory” provided
the ‘explanation ‘that ‘an insuffi-
cient volume of aggregate expen-
ditures’is" the main’' cause “of" an
economic depression, and what is
more, " that ‘the Government,. can

in-‘“effective-demand.”?  This the-
ory—by no means new!-—appealed,,
because of its specious simplicity:
to many economists, and particu-;
larly to many politicians, because
the solution .to.our. economic .ills:
seems so simple and gives plenty
of scope to government interven-
tion.

The - simplified view of = the
causes--of -depression and of - the
remedy thereto, completely: neg-
lects - the  structural maladjust=
ments which usually lead to. the
breakdown -of - economic. activity,
as poirted out by . Dr.: Michael
Heilperin in his Ietter to the N, Y.
“Times,” Aug. 11, 1946.  The ‘pan-

" tasks ‘of public exposxtlon and !

departure from the gold standard |

in this “Treatise on Money” pub--

terest rate by a monétary pohcy'

Ry T

d |sions has resu ed‘in a complete

dlsregard “ofy ythe ‘question o ad

¢ | justment; of prices:and costs.: The

. | panacea-of “spending ‘will Tesult in
.| an -increage - of | government *debt |’
| and’ mflatmn, but *why-should ‘we
worry inasmuch" as ““in: - the* long

run, we hall all-be dead"”‘_

Wams (Azains Exaggerated i
oolg e cOrthedexy o 53
.I wish: to finish ‘this artxcle wlth
an admonitioni to- those ‘of my-fel- |-
low-economists whose ideas I fun-
damentally '\ share;. namely ‘ the
economists of : the classu: or neo-
classic: school.
I am+ convmced that the hold
Keynes’ -‘theories . has: on - most
minds " and:‘particularly ‘on the
younger ‘generation is due, {0 no
small extent; to: the fact that the
average opponent of Keynes’ .can
be charged ‘‘with exaggerated or=

thodoxy and ‘unwillingness to cri~ |«

ticize traditional views” as:it:was

asserted by Dr,:Albert Hahn in his|

address at Harvard Umver51ty in

1944, weE i3
My fe]low—economlsts of ! the

classic ‘bent seem,’ with'' too” few |’

5397

exceptxons mcapable or unwilling ‘{
to think over again’their basic as-|

sumptxons and: theories™ in: the
- |light of economic, social and: polit-
ical realities: If the facts ‘do not
$§quare: with 'their! doctrinal ‘pre=
possessions, they request’a change
of the facts!' Their position is log-
ical’and consistent, but unrealistic
and therefore dangerous because
they play into the hands of money

cranks- and. heretics, .and thereby |-
help to destroy the basis of our [/

Soclety. s

“Let me give two examples to .

make my crltlclsrn clear;

The classical school teaches that |

supply creates. its” own' demand,
and that-therefore general’ over-
production is: impossible. Most-of
the classic economists contmue to
ma.mtam this. view; and: base_on
it their criticism of Keynes' the-

ories, and in particular, his asser-,
tion that at times; there are in our]:.
“involuntarily --unused |

economy
resources.”: ' If ‘the real economic
world were . functioning ‘in ac-
cordance with the assumption and
tenets of the classic theory, their
position -Would be sound. Unfor-

tunately, .their position . is: un-
sound, because: their.assumption is
true today only as a:broad: gener~
ality. . No one will' deny that Pro-
fessor ' Charles Rist is .a sound

thinker,. In the last French edi- |

e lsers

) V‘:,;l

Doctrmes, he wutesi"

i ‘“The old formula-of '}, Bl Lay; |
Y which he thinks he can exor-

.| cise " the: ghost: of ‘depression
,,products are, " bought . with |
. products’ ‘remains ; always true|

.« in its generality, but’ ’has only a
' Temote relation to the phenom=

_enén; (general d preSsmnf ]

are exam,ming

b the recently, an~orgamzation
created -to: defend ‘our, individual |
free -enterprise. 'system, issued" a
pamphlet widely distributed - on |
“profits and the wage ‘problem.”
The .author . of this pamphlet de~
scribes . thusly the formation: of
wages’-in & free:market, in'con=-
trast: to the establishing ‘of- wages |
in*accordance' with ' the ‘ability to
pay of ihe employer as measured‘
by his profits, 1

#Free :markets: prevent spe-
14 cial privilege.  Under a free la-
bot market, different wage rates
¢ for'the same kind of labor. could
‘“moti long: lexist. Differential

‘wape ‘rates would be self de-
feating, ! i ;

‘Now ‘what” would hapﬁen in-
“der’. a free lubor market? Of
" coursé: those gettmg the low

wages would ‘b’ dissatisfied.

/'Some " would " strike. for higher
' pay; others would apply for jobs
“'with " the* firms that‘pay high
‘wages- for' the same kind of
work.  The /low-wage . firms
would find that they could keep
their ‘workers only by raising
wages. The high-wage concerns
‘would see that they could lower
" \wages and'still get all the'work-
_‘erg they wanted.: L
. After cons1derable m1111ng
about; ‘an equilibrium wage rate
- would be isettled. ‘At this rate.
- the ‘same for all.workers domg

the same- kind . of ; work, - each
! employer ‘could " get  all “'the!
workers. he wanted, and every

worker willing to work for that

. wage. could, get a job. In other.
.words, ‘this ' wage " rate.. would
.“‘clear the market” as the econ-
omists say. There would be em-
‘ployers who ., could ‘make little
.or ‘no. profit. paying thls rate,
but that would in no wise en-
. able them to get labor for less.
There would be other employ-
ers who were making handsome,
“ profits, but that would not coms |,
.-pel them to, pay higher wages.

“Suppose now we. start with
i a differént and more' realistic
..assumption. Given a previously

tlon ‘of his’ “Hlstory of Economic i

established equilibrium, ‘let us '
#ssume  that’ labor *Eenters its |
demands;-ppon- a,*ﬂew -of the
most. prosperous firms., That
appears-to. be wnat-has recently <
“been ‘goingon in .the United -
~States. - And* let“us. further ‘as-' .
‘sume “that:these- few~ firms, .on .

4 ‘account ; of ‘high: ‘profits, are in- j
"'duced: to ‘raisewages. ~Still:as+
“suming ‘4 free ~labor. “market,..
1% ‘what:happens? Just-about . the
“isame ‘as before.: The high-wage ' .
~firmg are‘swamped ‘with- work=- "
' ersseeking- jobs. : They: soon’
realize that.there is no:'neces=
“Visity of their paying extra high :
“'wages in order to.get workmen, .
“They drop their wage rate down
‘to about ‘the' rate 'that generally -
prevaxled for that kind of labor,

“Wé' are ' back at - equilibrium -

once  more——a: - level . of s wage .

crates’; permitting :employment -

<fori all,, .with all. w_orkers -of i
"«equal ability -receiving -about |
vithe  samer wage: for the same
ttype of swork? i

" What relation doés this descrxp- ;

Jtion bear: to the realities of our

hfe ‘may I'ask in"aifriendly spirit?

"On the  other’ hand, ‘the new
book by Henry Hazlitt, “Econom=
ies in One Lesson’'is a4 good ex-
dmplé of what can be’done'to’'ex+ |
plain’ with lumdlty the first prm- ;
ciples:of classic” economics.

‘The masses, . I am; convmced
will not “accept - in the future ;
either .a fatalistic development. of
a: prolonged depresswn or-mass .
unemployment. - What is our an- !
swer, which takes ‘account; of ‘po=.:
litical, social and economic reali+ .
ties,. to prevent the recurrence of |
depressions, like in 1929, or largre; i
unemployment like. in the 1930’s? |
What do" we, propose ta do- to !
cpunteract or mitigate the gathers
ing . .momentum  of .a deflation? -
How' and when-should-we inters -
vene? The "dogmatic classicist
may answer: “Let natufe take its
course:” “Ishall’ then not hesxtate 4
to retort “ThlS is the course 19
social upheaval chaos and: most
probably dlctatorsh1p

Wlllxam M. Watts Resumes :
AUBURN, N. Y—William M :
Watts' is'again active: in the se-
curities business from offices at.
19 East Genesee Street Inithe:
past he did busmess as an in= |
dwldual dealer. in Auburn.

sy ) g

Keynes' ideas, the fact that thev [J|. @

Depression, which would help u [} -

offset by deficit spending any fall |

. New Issue.. - .

acea of spending:to\ ‘cure depres-

August 13, 1946,

Thisis undcr no ctrcum;[ance.r lo be con.rlrucd asan offermg of these Sccurttzc.r for sale, or as an 0ffar to buy,
: “or as a wlicitation of an offer to_buy, any of such Securities.
The offer is made only by means of the Prospectus.

$2 000 000

SUNRAY DRruUG CO.

Flfteen Year 51/2% Debentures
Dated August 1 1946

Interest payable February and August ;

- Price 104% and accrued interest

\ Copies of the Prospectus are obtainable Jrom the umlcrrigncd.

| Eastman; D'iﬂon &.CO' .

Due August 1,.1961
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C anadmn Secuntles

== By WILLIAM McEAY

3 Charges by Dr..J.”J. Brown, young Toronto screntlst that there
has been waste of public money in the disposal of war materials by

the Canadian War ‘Assets Corporation; have led to‘loud and rnsistent_

demands for a combplete investigation: ‘of- the allegations,
. In newspaper and magazine: articles) -Dr.-Brown “has revealed
that with$900 -he  was able to purchase as scrap: fromy: '_runk' dealers

$45,000° worth - of ' former RCAgv

machmery and - eqmprnent

Quarterly
Canadran Rev1ew

: August 1946 Edlth'n :
Volume X, Nos. 2 & 3

Tlus enlarged Edmon isa
record of wartrme finance
in C€Canada. ° It includes;
among’ other things, merj
V1dua1 studies. of: ’

1 The Domlmon Gov-f
e ermnent :

Canadran provinces

3 Corporate profits
- since 1936 ‘

_ Copres avarlable to banks,
{ insurance’ companies and
other mstntutrons on re-
quest :

i ek

ON. Secuemes

. (OrPORATION
dﬂ'ExchangePlace, New York 5 N.Y

: Bell Syllem Tels!ypo NY 1-702—3 s

2 Each of the mnef

s very

parliamentary Committee on War .“j! Tourist Business Brisk

Expenditures and: Economiies at|:

Ottawa- has heard- his' story but' as|

yet . hag' given: -no-. indication . of
doming-'to:-any -decision~ on: ~the
truth - or-- significance: ‘of - his ~de=
dusations. It is-part-of Dr: Brown’s
contention that the' Ain Force; fol-
lowing: “instructions -from-- War

Assets; mutilated certain-types of |

surplus and repalrable ‘equipmient
during . the . first- -six months of
1945,

(IE Canada can fmd some’. way
to maintain -indefinitelg: the’ util-
ities and ‘the values of surplus
war stocks at their wartime. price
levels, ‘she will indeed succeed in
-gvercoming a .problem. which. has
given, no. end of trouple. to 8OV~

| .ernment officials, 1ndustr1a1 lead—

grs and a large segment of the|s
public.at- large in ' the  United
States since the end of the.wat. |

|'The war industries of Canada’s
neighbor south of .the border alse

[wondered:. (and,.. in -some - areas

where ;they .may: .be ;some- lag,
probably still. wonder): what {o-de
‘with _the surplus war stocks. they

‘Bad (or ‘have). on.hand. The:gov—

emmentauthorltres have not been
:very ‘helpful in disposing -of this
problem either, 'Perhaps very.lit-
tle can be ‘done about’ it because
‘material tHat. is no: longer needed
obviously practlcally
:worthless: surplus. Tn fact; :the
government is known’to have ac-
quiesced’ " in relegatmg much
fgood” equipment’ i - various
stlzlages of - assembly to the ]unk
e,
1 'The crlmmal 1mphcatwns of
Dr.. Brown’s charges ‘might;" Jof
gourse; throw a.different light on |

i fat lest some. phases: of Canadian

CANADIAN BONDS

GOVERNMENT

' PROVINCIAL
 MUNICIPAL
 CORPORATION:

CANADIAN STOCKS

A.E.AMES&CO. |

INCORPORATED

TWO WALL STREET
- NEW YORK 5 N. Y.

AEREcTon 2-7231  NY-1-1045 .

Wy

effort to ‘dispose of 1o  longer
needed’ paraphenalia of war,  In
the United States, the'attempt Has
been to salvage where' salvage
“was possible: at all, but, with rare
exceptions’ posslbly, never at the

B wartrme ‘level of prlces

Bank Dlrectors Resrgn pt
Bankmg circles in Canada last

| week were stirred by “the® report
|| that~ five'  directors: of ' Barclays

Bank  in. Montreal had resigned
over what was descrlbed as “a

B

| ]ERNST&’C@.

Abitibi. P_ower
* & Paper
-1st_5s, 1965. .

-~Gatineau Power

“““ 2%sand 35

© " MEMBERS
“New :York. Stock Exchange and other”
ieading Security and Commodity Exchs.

120 Broadway, New Yorks,N. Y.

- 231 So. I.ASllle St., Chicago 4, lll‘.

;1 ent:

chfference of O'plmon withr the' par—
institution - in  England- ",on |
fundamental policy.” The directors
“who tlrned in’their resignations
were Allan” A/ Magee," presldent
Col..J. L. Ralston, L. ‘A
reau, ' J. C.” Cushihg and ‘Henry
Borden, The' rémaining  five. di-
rectors; all. representahves of /the
arent 1nst1tutron aré-residents of
Gireat. Britain- with the “exceptidn
f H. A. Stevenson who is now,
president and-J. H. G, Vale who
1s general manager G

¢ Despite the fact that the: Amerr—
>can dollar no’ longer commands a

‘premium-in, Canada (though'Ca-
-nadian ‘dollars”are sold at’a’rela-

tively hrgh .discount” in’ ‘the" free

‘market’in New: York);:the-intush
‘of tourists from the Umted States

1o Canadd ' continues’ urabated:
Bookings at many Canadian:re:
sorts-are reported. at'100%= for.the } ™
remainder of this month and run-

ning ‘from 50 to 75% for the’ first|
“The s

two weeks’ in - September,
hotels inthe “bird-shooting “areas |
of Manitoba expect ‘to get. all: the
business’ they can: handle: the lat:
gr part. of September ‘and'all’ of

ctober. The hotels at Brooks; Al-
berta; are reported to- ‘be’ booked
solid for the- pheasant season open—
mg Sept 16. : :

£ -Forest Fires Cuuse Considerable

Damage
[ Forest fires havé been’ causing
considetable-damage in' the :Tich
timber: country. of’ central “and

Eastern Canada. At on.e time’ 1ast’

week,  fires: were, reported: in’ 34
'séctions “of - northern - Ontario.
Thunderstorms and showersaided |
firefighters” thraughaut' thre prov-
ince on FEriday .but the Depart-|
ment of - Lands. and ;Forests. said
hazards: in’ many  districts; ‘were
still: high. The United. States For-
est; Service " responded to . emer-
gency calls for help:in: combatine

two fires in Quentm Park north 3

of anesota
Steel Stnke"Contmues

. 'Shortages ‘of materials due to'

‘the steel. and’ other strikes  were
cited as the main-reason for; the
closing of the Canadian plants‘of
Massey-Harris Co., Ltd.; throw.ng |:
some- 5,000: persons out of -work.

Since the pbeginning of ‘June, Ca- | 22,

nadians have lost more than $7,-
000,000/ in wages as-the’ direct re-
sult::of : strikes,. it has: beén esti-
mated. Fast on 'the -heels: of ‘a

statement made by:Acting. Fmance‘

Minister Douglas C. Abbot before
the Parliamentary Industrial Re-
lations Committee that-a grant of |
any  wage increase beyond . ten-|
cents-an-hour in the steel indus-,
try would. seriously:increase thei
dangers of ‘uncoatrollable’ infla-|:
tion in’ Canada. Patrick Conroy;
‘chdirman of the Wage, Coordinat-|:
ing Committee of: the. Canadranr
Congress of Labor, told the same;|,
committee ‘he would not: advise
striking steel men to return: to
work: on’ a ten-cent-an-hour:in-|

-crease, pointing out he was satrs— ;

-fied Canadian industry could meet |

wage increases of flfteen—cents-'

an-hour: Louis R. Beaudoin, Lib-}.

eral member of Parliament fromi[:"

“Vaudreuil-Soulanges, warned that}
if striking unions persisted in de-

mands for, an ‘hourly wage i

hour “across 'the board,” Canada s'

|- farmers regard as Justlfled a pro~

portionate boost m the prlces -ofr
J

Tasche— ;

Pl n o Obligations

110%:10%% -to 0%-Y,

m1lk bu‘cter eggs and other farm g

products g
Plan New 55-mile R:ulwey- Line

{The' 'Standing * Committee on|, !

Rallways Canals and” Telegraph
‘Lines. has before:it for considera-

tion' a. House: of Commons resoli

‘tion: which . would:: authorize the
‘Canadian. ‘National: :Railways . tg.
cpnstruct.a new 55:rilé line from
Barraute: to -Kiask: ‘Falls>on: the
Bell‘River -in' Quebec at."an ‘esti:
mated cost 'of - $4;125,000; - The:line

‘I'wotld ‘open ‘up. an:area icapable! of

supporting ‘am agricultural:-popui
lation' of: about 15,600 and. would
‘contact a 940 square:mile*region
-containing 5,200,000 cords- of: tim.
ber, Tobacco ‘growers: in . Ontarie
-expect a'record:crop.of.80,000,000

.pounds this. year, accorchng td a

survey.: Dow Chemical of Canadaj
Ltd.,.at Sarnia, Ont will ‘be:pros|y
ducmg styrenem for:the: Canadian

market within.‘a.. few months, it
‘has been announced.

Newsmint Strong in‘, Stock
5 Markets Ly
One of the featnres in ‘the Ca*
nad.an stock: ‘markets’ during. the
past. week has’ been the. strength

T

-shown'in’ newsprmt, probably in

antlcmatlon of an’ ‘expected rise in
the' OPA/ price  ih’ the  United

| States which receives about 80%

dr. so' of ‘all' Canadian newsprint.
’Abitibi common*for instance; was
‘Up .a point ‘and’ preferred . up. 3
fraction,s Consolidated’ Paper: was
up three~quarters of a point.. On
.Monday ¢ and’ Tuesday’ . golds
strengthened : 'selectively. Quee..
mont,” which: sold-at ‘$14- a' week
‘dgo. yesterday, closed: at’ $17: on
Tuesday. The market for Canadian
-external ® bonds :remained: - quiet
.with: little change:in prices. Ca-
nadian..internal . ‘bonds, improved
somewhat ‘as-a result of a slight
strengthenmg, Y4 to % point, in
Fthe. rate: for Canadran funds in

ew York:'

b Montrealwv es to Refund

$47 000.000: in’ External

Important néws;" too, was the
report - that - the » Morntreal City
-Council had padssed a by-law pro=
-viding ' for- the,: refundmg of ap-
-proximately;: .$47,000,000 " in ©ex-
ternal municipal: bonds in compet-
Jitive brddmg at New: York Aug:

Trends in Stock and Bond Prices

The August.issué of the Quar-
terly Canadian Review, published
by Dominion: Securities. Corp:,.re=
veals. that ‘“‘since the first. of the

: year there has been d definite up-

ward trend in the prices of stocks
listed: - on': Canadian.: stock ~ex-
changes, ‘A 'study .of the market,

however, should 'be’divided: into:

two perlods, the' first ‘from  Jan.
1:to June 39 and the: second: from
‘June 30 to-the present time. This
division. :is’. iecessary 'because on
" July 5 the official premium on the
s U/ S.. dollar”.was - changed  from
of .1%. The
.total. value of ‘stocks-listed en' the
‘Toronto Stock ‘Exchange on: June
30 was $7,852;700,000, down. from
$8,056;200,008" on1” May 31; but al-|.

most $1,500,000,000- ahead of the|

'value on June’ 30;1945.°

‘ternal . bonds:in" the. United States
-again’; ‘advanced : duririg’ the first

-l halfsof; the year. During  the past
|'crease of fifteen: cents or more: an|

several “weeks, however “there

:|areas,
{ condltlon

"Columbia,

- “The prices’ for Canadxan exo|

Canad' ian Crop Report
By Bank of Montreal

In- its 'summary  of ‘crop condh
trons in ' Canada; .-the “Bank of
Morgtreal reported o -Aug. 1 m
par

W

“Rainfall throughout the Prar- ]

rie " Provinces'  during: the; past
week’ was: confined to-light’ ‘scat<

tered’ showers:and. high: tempera-» Pl
tures:and drying Wwinds. are:rap= :

idly: depleﬁng ‘moistuice, ' Most' of
the' wheat . is headed . and: frlhng
reasonably well.and coarse grains,
continue . to* miake. ' satisfactory:
progress.-.. Extent of damage from

the frosts of last week in.central

and’ northers.’ districts: of * Sas~
katchewan:.and: north-eastem Al-

berta’ has: not. yet. been fully- de~ -

termined,  but’ it ig" considered
yields and grades will', be - some~
what * reduced;. Damager t from,
hail; rust and pests is shght but,

’ weed., are  troublesome . in’. some.:
. Sugar: beets: are. in. good -
I - the . Province of

Quebec, ‘rains  during: thé ‘past
week have benefited: all crops and
the general’ gutlook is. promlsmg,,

The hatvesting of an': ‘average erop

of hay of good quality is’ nearmé-

competiiton. ' Pasturage is in fair’

to. good: condrtlon .Grains: . are
filling well in. most dlstmcts and
average ylelds, are. indicated;

Roots' are. progressing satxsfac~‘

torily. An average yield:of. apples
and' small fruits ‘is expected.: '1"01
‘bacco . plants are in ‘good- “condi~

tion. In Ontario, scattered showers
during  the' ‘past ter: days’ have.

been Beneﬁcral and’ crop. pross
pects’ generally’ contlinue  favor=

able; “ but more rain g needed.

particularly in:-eastern ‘and’ cen-.

tral sections of the. province. Hars
is. well

vesting  of fall ‘wheat'
advanced - and cutting: of sprin,
grains  is fairly . general;:
average: . yields« are: antzctpated.‘

~about.

Stormg of: & shghtly ‘below: nor- i

‘mal'’ crop’of ' good: ‘quality: Hay. xs ;
i riearing completion, Beans; toma-“

toes; roots and jtobaceo’are doin
well. ' Pastures generally - need:
moisture, Tn'the Maritime Prow

inces, favorable’ conditions: have

prevailed in most ‘districts ‘and

crops, generally 'show. 1mprove-‘

+
quired 'in: parts:of. New Bruns+

| wick and Nova Scotia. Harvestmg

of a below: average ‘croy of hay is
‘well’ advanced. . Pasturage is. in’
fair condition. = Grains indicate a

fairly good yield. The potato crop

promises,. to ‘be: good | average;’

‘other roots show. good growth. An
‘average: «crop* of apples ' of good

quality is in prospect. 'In: British
further dry, hot
weather throughout the Province
has continued: to benefit all crops,

‘but “heavy- anticipated tree: frurf:
yields have been reduced: to some

extent, by 'serious: damage from

average e

New Put & Call Memher

*. The' Put and: Call Brokers:

Dealers ASSocratxon, Inc
nounces’ that Bérton W Godmck

'has; been'a-slight decline in’ sym-. of Godmck & Son, New . York

pathy ‘with the ‘downward: trend |

trons

for hrgh grade ’Amencan oblxga |

'TAYLOR, DEALE
& COMPANY
184 Wall Street, New. York 5
| WHitehall 3-1874

CANADIAN
SECURITIES

Governmen!

Provmcml . Corporate

Municipal |’

In matters relating to

. Canadian Securities

Mumcrpal and ' Corporation investments, the
facilities of _our organization' in. New York,
‘;Cannda and London, 'England; are available,

Bond offerings furnished upon request,

- Wood, Gundy & Co.

» .. Incorporated . .
14 Wall Street, New York 5
Bell System Teletype NY 1-920.. %

Canadian Government,

Rgitized for FRASER

FOR
. f,;iHELP WANTED .
OTHER CLASSIFIED s

Crty, has: been elected a member

of the assoclatron S ;j )

 POSITIONS | WANTED

_‘sEE INSIDE »BACK COVER

‘ment. -~ Additional moisture is’re~ *

Jhail in certain areas of, the Oka—. &
nagan; - Pn:kmg of a good tomato {
‘crop is in progress. and all. veges 7
.table roots and grams are growing " ..
‘well. Pastiire conditions are above L

l
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Tax Reduchon

(Continued from page 893),

much the servant of the bureau-‘

crats and wastrels.

“This Admxmst*atmn hds spon-
v sored every: conceivable crédck-pot
« scheme! of préssure groups to' pile

- additiona]’ costs “on’ 'thé' backs' of |

: the taxpayers. Then; affer the ap-
| propriations:have: béen made: and
«tle money’ turned: over'to: the bu-
reaucrats,
- forth": with « much~ fanfare and
+ pléads’ with ‘the  heads of ‘de:
< partments not {6 §pend the money
{ they-have beert given for the next
12/ months:: . Instead- of ordering
‘ drastic reductions ‘in ‘the budget
P and: appropriations; he’ offers- thls

* dende: of the so-called detérriina-
< tion'- of - this " Admmlstration t0
economize.’

¢ govemmem experts; whose:stand:
.ing has sunk to an:all-time: low
_ during the~past:- year' because: of
; their tendency to-juggle: facts: to
. 8erve theé: political’ ‘expediency: of
. the: moment;’'come: forth: with' re:

mvxsed ‘estimates i -an- effort: to |-
‘the Democrat
‘spend”: poliey thx-xt it will!
. | ecorfomies’ w

. make the .excessive appropriations
- abit more palatable toithe: Amerl-

. )can people

pansxon -of ‘New' : Deal .bureaus
throughout‘ the: country: in: the: 30’s
»and- the unnecessary ;and /unb
lleva)ble squandering of money. by
. this ' Administration; during.. the

“wa ,,the . péople: have  seen the :

Fe etdal ' government. “handling }¢
- public money 14 their home com..
, munities. They know . of ' the
’ hordes ' of * useless Federal em-
- ployees, for they Have' had. first-
_hand’' contaet; with:them :Thesé
. personal’ experiences’ by . the! man

. in the factory, on’the farm or in,

" 4storé are associated: quite easily
with the  crushing tax burden
“they are being asked 'to ‘bear in
* peacetime- by this Administration.
v.“There is only: one- sure- cure.
- Cut off the source' of much 'of the
- Federal: government’s: income. By
* reducing: taxes and: compel ' the
> 8overnment: . ta:» retrench; : live
+ within its income: andi at the same
; time start: paying. off’ the' debt.
:'The first step is. the! election® of a
Republican - Congress - in .Novem:
_ ber, Then in 1947 individual in
Cm‘ne taxes wxll be reduced 20% 3

: °, ¢ Ariother statement emanatlng;,

from' ‘the'' National ' ‘Republié
¢ Headquarters; also: attacked De

I ocratic: fiscal:. policies”. Accordmg
<. to. Rep. Clar~ -

.. ence J. Brow
~of - Ohlo, Na

- tional Repu
: lican Car
paign DiF
stor,  President
Trumans re-
‘eént revised
budget mes-, .
sage ‘‘is ac-
cé p ted in
 the ’ spirit " i

o whxch pr.e=i

'-', sumably, ifi
was: given—as - |

Sa pohtlcak jge BB
csuesin thie 6
WY 9 4 6 e 1 ec=

i budget message and the record of
* Démgcrats in’ Congress; the nation
7+ ‘cani “expect. only’ ‘“higher ¢ and:
thher taxes and ‘more and’ more

‘the’ Presidenti: comes |

-clﬁc points which: he described: a
- belated ‘and:. idle* gésture 'as ‘evi_ |

‘And ' the': wouldibe |

“But the’ Amencan people are
‘s NOt; bemg, fooled:; During, the ex-

‘Mr s Truman

spenduing. - at, their. hands"’ He
‘added that by contrast the Repub-+
licans in' Congress-have'beén' outT
voted - “time’ and’ again' in them
efforts to' réduce’ appropriations:”

“Mr.. - Truman’s = -own ﬁgures
‘show & 400%: increase’ over-1941;
which’ was - Mr; " Roosevelt’s: ban-
ner spend-year,” he said. .

“Mr. Truman’s’ Secretary of the
‘Treasury—perhaps more realistic
than  his ‘chief—says : that' taxes
may: have: to be rdised next year.!

In . considering’ : the rev1sed
budget; Representatxve Browq
singled. out: for attack: four spe-

“misleading:- either’ throughA th
use of ‘imagination- orf mganna
tion.” :

1. Mr. Truman’s pretext: of askl
ing: for “drastic’ action
down. “expenditures” ' in
agencies is merely ai pretty-pleas

membo’ to thdse agencies; to* reiral

from: ‘sbending’ money already: ap
propmated’ to: them The: :na‘do i

“Spe-

be reffected.: From

the record; it is: more> probabl

that the' agencies: will ‘come: bac

for ‘more: money.: For mstanceg
only ‘last 'week: Corgtess passed
¢ Administration’s: seventhire
vised: ‘deficiene; appropmatm
bill—for . $2%: billion."
'2¢ My, Truman’s eIection’ evé

“wave: off economy” tries'fo lmpls{
'that. the” budget is’ “almost. bal
‘dnced”: this year. This istbased on

revised' “estimates” ‘that (1) more
taxes will: be' collected than: at

first thought'and. (2)" govemment
Wor't: spend . alli the  money. al+

lotted: by Congress:: But even
‘these: self-sparing. estimates show
(that. Democrat spending: for the
second . peacetime “yean will ‘run
the budget $1.9"billions irito ' the
red. By the time; next year, when
we discovef thi estimate i& shor

by .one -or. two billions,. the 194 !

ons: will' be over." - o
n'dn effort to show that' tax
‘eollections come: close’ to paying
for the' lavish expenditure proj
gram: — the' highest’ peacetim
budget in:" history—Mr." Truman

‘further misleads ‘the nation’in’ his

happily' selected : “estimates” by
anticipating’$5.5 ‘billions more int
come orr individual taxes’ than he|:

anticipated: last: January. He now| |

says he will get. $18.4 billions fro

|.that source; which compares wit

$19° billions > collected - fast yea

'} when there: was: & high, wartim

ecenomic activity and:when: theré

-were no -periods: of idleness bek

‘cause of reconversion and strikes,
But’ by “'the- time: {he’ revenug
books shaw
man’s .estimate is:in: errom,-the
election willybe- over. Remember'
be admits his. January estlmates
were 25%. in error;; -

~4.. The- President’s: message 1m1-

‘phes that the’ blame:for his uhl
‘| balarniced : budget, ‘lies’ with' Cont
‘[ gress’and its' new spending laws.
| ' We remind Mr.. Truman that it i

a- Demoerat - €ongress: and’ he. Bl

i ‘the leader of ‘the’ Democrat'Parfy ;
| We also'remind him' that" many' of
the spending: - measures. werg

recommended B hy hiny; and’ tha
every:‘one-:of - then 1 AT _ewez}whl‘
1} 3

apprcpriated: $1.5:billion

sident: seerr'xs not

hai‘ve*leamed thah it is.sthe Har

-:' “With: such’a huge Federal:
come as $39 billions——or even $35

| billions-—and still“an“unbalanced

Budget;: the ‘Republican: members

.|'of Congressmost: urgently ermphat
.size.to; the.taxpaying. citizens that:|}
‘the Democrat: Congress -has dis-

mally:failed-in its most favorable

opportumf,y for: relieving' the op= |

pressed.”

,the company’s: outstanding: capi-

.ated: in*1929" under; Pennsylvania
‘Taws, “Asof Jan.'l, 1946, the ¢om-
pany: was merged‘ Wwith® ‘Nevins |
It operates: a::

‘| of

Easlman Dillon’ llffers
Sun Ray Drug Debs

Eastman, Dillon: & Co:. offered ta
the ' publics -Awug. 13 . $2,000,000
Sun: Ray. Drug Co: 3% % deben-

‘tures due ‘Aug:. 1, 1961, at -104

and: - accrued, mterest to yield

term: v and+ /- shopt=term
amounting: to- $1,200,000, and; it is

expected;; ‘according: to ‘the' pros-

pectus; that, approximately $295,-
000: will, be-used to- purchase theI
assets: of Media:Drug Stores, Inc.}
which operates-a. chain of 12 retaxl
stores." in"' Philadelphia;. Norris4

g town,. Upper Darby,: ‘TLansdowne

Wayne and Media,-Pa.  The com+
pany- intends -to: use ' $150; 000 ouﬁ
of ‘the ‘proceeds to: finance addi-
tional mventorles for - existing
stores and. the balance of proceeds
| will'be’ used for general corporate
purposes ke %

2

_Giving. etfect 1o this fmancmg

talization ‘consists ‘6t the $2,000;-
000; - debentures being oifered
87133 'shares’ of 6% eumulative
c’onvérﬁble preferred’ stoek, pay
$25, "and> 105, 686 shares of; cor
mon stoclk.:

Sun Ray Drug COi was. mcorpor-

Drug :Company::
qham of 83 retail stores in Penn-
sylvania, New . Jersey, Maryland
and Delaware. A substantial nums:’
ber’of company’s stores are in the
l?hxladelphxa area. ' 'Of the 83
stores, 48 are operated under the
trade name of “Sun Ray” and the
remainder under the. trade name
“Nevins.” The. merehandise
handled by the company. includes.
staple drugs ‘and pharmaceutical
supphes, tobacco. products,
Tetries, electrical apphances, Hos-
pital and surgical supplies, hard-
ware and household supplies.and
anous other products.

J B. Eaton in San Fran,

vSAN FRANCISCO, CALIF,
John ‘Burwell Eaton is engaging
in the investment® business from
offices at 400 Montgomery Street.
Mr.: Eaton was previously ' con-
oected w1th Davies & MeJla

toi- |

jMarket Background I.:kel |
- To Produce New Vlgor

(Contmued from page’ 884)

oughly dxsproved during the: pre

3.16%to maturify.. Proceeds from | W2~ years;

the sale ofi new:debentures will be i
! applied'.to’ the payment of long= v py]
loans‘

W 3

Boom-Bust '.l‘heory

Prlmafy basis’ for. much’ of the
present cautious sentiment is the:
w1deﬂpread advertxsement of-the’
“boom-buist’; theory. ' Some fears
‘as'10 the duration of the boom no'
‘doubt are 'well founded  in view,

s of the facf that® when the first

OPA - Extension. Bill ‘was. vetoed
By the Premdent wholésale prices
‘rose ‘about’ 13% " and’ “food’ prices
25%. On the other: hand, prices’
of other. than farm and’ foed prod~
licts gained’ only '2.5%, while all
raw materials ‘advanced 12% and
manufactured’: goods, about ' 10%.
Purchasing power 'is not unhm-f
ited” and " ﬁ'aturally if” dosts.. m-*
¢rease:  out ‘of proportion’ toi
COnsumer mcomEs cderiand -
dimirtished rather than increased
Thus, a ‘further” ‘rapid rise on top'
tof. that -already experienced:
should bé looked upon‘as: an omen
of’ ill, portent’ ingofar ‘as the' in-
| vestor is concerned, since it would
thave: the effect-of ! mcreasmg dis-
proportionately the value of’ pro-
duction and dintinishing purchas-
ing power to-absorb such produc-
ion,

Barring such- a’ development; &
prolonged and sustamed perlod of
high industrial activity is in pros-
pect.. This simple ‘statement is
based- on thétfaet- that total de-
mand for-goods--for domestic and
foreign ' account—is - still = vastly
greater ‘than present total produc-
tive: capamty ~This,. in :.other

words, is the: substance-of the bull
argument and.provides: assurance
‘that the boom will last,

How Markets Dlsintegrate
It > should be- -recognized,
course, that all'markets, both bull
and bear after contmumg for
relatively long periods, tend: to

‘Jvance  ‘which . occurred
: “averages” in: the: meantime.

in the:

‘Such’ ‘a ‘situation. is .merely - a:
reﬂectlon of the fact that-demand -

‘for goods igi satisfied’ in* various™

stages: -Demands, so o speak; are
filled one by one. " Usually in'an-="}
ticipation of this' situation, there ¥
is & downfurn first in-one group | "
of securities, followed' in ‘succes- !
stve series by otHer groups; final< "
ly culminating  in' a' broad" and
general downtrend.” Such prob-~ 8
ably will prove to: be: the market | i
pattern® as . basic forces expend
themselves ; i
i It ‘may be premat‘ute fo’ can at- 5
{e‘nt’ion to’ such: a' situation: at this ¢
time: while' the: prospect over the /,
months ahead “ig ‘foy rélatively
high activity in: production: anhd *
trade, but sight cannet be lest of i
the fact ‘that the consumer goods | i
boontt which: Has now' beent under *
way' for nearly a yeuay Hus satis- |
fied, at ledst'to.a large extent; a

very (sizable’ pm't' of ' the ‘gecunmu- |,

lated: ‘derndnd; . To . cite “a few
statisties more or less: at’ ‘random !
to illustrate: the point, it might be b
1noted: that: productron of vaduum i
cleariers in: June was: 177,000 units |
vs.: 156,000 average in. 1941 wash- |
ihg machines 193,000° v§. 158 ,000;
radios 1,378,000 vs.: 1,100,000; gas ;-
stoves’ 141 000 vs. 125 000 pas— @
senger car - tires 5,200, 000 VS.
200, 000 cotton fabrlcs 791, 000 ]
yds vs.. 692,000,600, yds. On the i
other hand, auto output was 142,- §
000 units 'vs. 358,000;. cast. irom |
radiators. about: one—half of - pre=-;
War, and so forth. Coming events

|in the business: picture most cer-

tainly will cast. their shadows in i
the stock market. i

e

MacKenzie Baird Now \
Mercier Go. Pariner |

disintegrate~ and -develop . forces
within themselves.

On prewous occasions we-have
poifited out that certdin seeurities
could have' been purchased’ for,
instance in 1927 and sold out at.
a loss at the-tep-of-the market in

s 1929 desplte the tremendous ad-

DETROIT, MICH., —MacKenznet
C. Baird has. been admitted [to
partnership in Mercier, McDowe]l
& Dolphin; Buhl Bulldmg mem-7 .;,
bers of the  Detroit: Stock = Ex= 1
change.: He had been’ assocmted; !
with the firm for some years. |/ .}
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This advertzsement appeavs as a matte-r of record only and is under no circumstances to ba
" construed as’ ‘aw offering of these securities for-sale, or as a solzcuamm of an oﬁ’er to
- buy.any.of such-securities. The o_ﬁ"enng is made only by the Prospectus;

“Not' @' New Isstie’

how smuchy Mup.: Trut) .

- 420,000 Shares

 Radio-Keith-Orpheum Corporation ~

Copzes of the vaospectus may be obt’ tined ‘in‘any State: from'such of thesewml Undem*;teﬂ, "
; mcludrng the unde‘rstgned ‘as may lawfully- o_ﬂ"e‘r the swuntws in such State.
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Michigan Brevities
(Continued from:page 888). .

common stock; of ‘the  following
firms: Ainsworth Mfg.,” Armour,
Hayes Industries, InterlakeIron,
International . Nickel, ' Interna-
tional Tel. and Tél, Loew’s, Lu-
kens : Steel, Northern Paczflc,

Pepsi-Cola, RKO So.. PQClﬁd and:"transactlon
| *

'Westmghouse Electrlc 3
* o I!i

oL “Jacobs'.Co.! has arrang'ed‘
for a_ 15-month $2 million. loan |

Arom the Natxonal Bank of De-
* troit.. e
) W T
Superior Tool & Die Company s
615,945 shares of .$1 par-common
-are now being traded on the local
sexchange. 5 S :

" = <
Umversal Products Company

- holders have 0. K.'d recapitali-

zation plan increasing author-

_tized - capital -from 100,000 ; tp |
+::300,000 $10 par'sharés,  Two of
.. the new stock will be issued for |

- each share of the old stock. The :

i remaining 100 000.will be held
© in reserve. . .
*

The SEC has appro: ~_a‘pro~

-posal ‘whereby the National Gas|
& ‘Electric Corp .of . Benton Har-'

ipor’ would borrow: $2, 100,000 frc)m
banks, ‘Proceeds will be used : to
-retire National’s. first’ lien  colla=
-teral trust 5% .bonds’ outstandmg
in: the principal ‘amount of $2,-
000,000 'at a redemption  price 'of

S

,‘105 plus accrued interest

11100% %.:

‘Detroit Stock Exchange..
‘mer governor of the exchange( he

Q.S Dav1s, Presxdent of Borg-

‘Warner: Corp. has announced:the

completion of an arrangement, for
a - $30,000,000 revolvmg credit
usable at any time in the 10-year
period. dating from Sept. 1, 1946
to Aug. 31,1956, National Bank
of Detroit 1s a partlmpant in the

¢ IR B

: ;General -,Motors;fCo_rp. hasv so_ld
$125 'millions- in’long- term notes
to ' 8 'life: insurance’' companies,
Proceeds are for additional, plant
expenditures and increased, work-
ing capital. . Of the total note, 96

‘millions mature in 76 ‘and were

taken at 991 %. The balance will

mature in '66 and were taken at

Interest , ln both was

b e
TR A-

! Trading’ volume on the De-

troit .Stock Exchange' continues ;| .°
‘at,a record breaking high level.. |,

For the first seven’'months 3,-

353,304 shares, valued at. $40,

113,292 changed’ hands, as

against 2984..120 or $30,361,747

in the snmllar 1?45 perlod
L T

Jerome: E., J.. Keane has been
admitted ‘to membership on the
A for-

Gt
i

is:again: operatmg his flrm Keane
& Co.

o,
. «WariAssets Administration has

cacns

-and ;investment stocks.:

.| received ;2 bids' on the  former

Bendix 'Aviation; plant at.Owosso.
Bidders were Candler-Hill of De-
troit, $500,000 and Electric Auto-
ther .$720,000; - ;Bids, s were ' for-
warded to Washmgton
£ 3 *o o
The SEC has approved the re-
capitalization - plan of = Michigan
Gas' & Electric Co. ' The utility
will rreclassify. its capital stock
into$100 par pmferred and $10
par ‘‘common,  IIt" will ' acquire
$162,500 . par: amount ‘of' common
stock  from ' shareholders and

.create .a‘'capital . surplus . of &

similar amount.. ST

-'The company will also” sell‘
at competitive bidding $3,500,-
000 of first. mortzgage ‘bonds, .
series ‘A,-and 14,000 shares of
'$100 ‘par- preferred. - The  pre-!
ferred :sale ~will' be subject ‘to:
an’ exchange' offer to holders of |
prior lien"and ‘preferred stock: !

_,;Da\nd Dattels Opens

Dattels ‘& Company: with - offices

i1 in: the“Medical “Arts :Building: to

act as . dealers :in rgovernment,
municipal .and corporation bonds
Mr. Dat-
tels: was :formerly: connected with
Seagram, Harris & Bricker and
more recently was manager of the
bond department for W, R

Bricker & Co. .

lBﬁtigh;Ipdustries ‘ Corporation ;

iRk

. ‘STRAuss BROS.»

+ 32 Broadway
- New York 4, N. Y.

99,000 Shares

/ Coiomon ‘Stock

Price: $3 per share

| employment; "
is ‘that. Government should not
 spend--directly :for this purpose,

; pletely successful.

‘| spending. approach.

The Busmessman sRolein

Directing Our

Economic Future

(Continued from page 880)

ness spending, we. shall then be
able to maintain the level of ag-
gregate demand necessary for full
(An allied proposal

but ‘rather ' increase ' consumer
purchasing power by reducing
taxes, etc., when depresswn
threatens) :

Even a brief: study of our eco-
nomic - history, ' say - since 1900,
should quickly call ‘into que‘stion
the adequacy of each 'of these ap-
proaches to sustained full produc-
tion.f “Prior t0 1933 private enter-
prise had as much' freedom ‘(and
tax relief) as it can ever hope to

‘thave:in the future; its productive

: L -achjevements.: weres, ‘remarkable,|:
‘I but. it did not achieve continuou§

1 ,KITCHENER, ‘ONT.;.CAN,:—

| David:R. Dattels is: formmg D.Ri

full - employment. . During ' prac-
tically: all:this: period,:also, ‘the
real'wages 'of factory workers ad+
vanced steadily. ' Yet this was not

sufficient to- assure full: employ+.
ment;:in fact, the most spectacu+

lar/increases: in::\wage .rates :took
place between 1933 and 1940, .and
were  associated with -our. most
persistent unemployment. During

the 1930s :we had Governmental|

fiscal policies resembling fairly
closely those:of  ‘“compensatory
spending”: and‘monetary expan-
sion, but they were far from com-
It would ap-
pear- from :this .experience . that
continued - deficit  spending: of
wartime . magnitude . might  be

‘I necessary to maintain - full em-:
‘| ployment by such a. policy in

peace—a :possibility not accepted
and not explored by most of the
devotees of. the compensatory-
(They as-
sume, quite conveniently, that in
the nature of things the deficits

1in ‘bad years will be: fully :or

largely offset. by budeet surpluses
in' prosperous years.):

. The Businessman’s Viewpoint

I..am  particularly concerned
with the businessman’s viewpoint
toward the control of our eco-

| nomic future.  If he will examine

STUBNER & CO.

60 Wall Street

New York 5, N. Y.

August 14, 1946° v

$150,000

Charles C. Kellogg and Sons Company

15-Year Sinking Fund First Mortgage Bonda

5%, dqe July 16, 1961

Price 1}00%, and accrued interest

Mohawk Valley Investmg Company, Inc.

Utica, N. Y.

the free-enterprise system as. a

i| whole with the same objectivity

and acumen that he brings to the
problems of his own business, he

will observe that in recent de-
cades+ it has developed an addi-
tional  complicating  factor—or,
more . properly;  defect — which
compels some far -reaching
changes in “his ‘own economic
thinking. * This development is
the appearance -of mass unem-

Table I.: (constant 1940 $s)
Per capits income (weighted®)..
Productivity, per man-hour-i—.-
National ‘income
Total hours worked

- prosperity—127.2%

ployment in prosperity. Its early
and mild manifestations can be
traced: back to the ‘1920s, but its :
significance was not. clearly dis=
cermble until 1940 and 1941, The '
‘year? 1940 \'was- one” ‘of  “normal
prosperity”—it shows as '101.7%

- of normal on the Cleveland Trust-':

Ayre§ Index—yet it was marked
by ‘unemployment averaging: '7.5t

‘millions. - The year 1941'was one -

of extraordinary and unexampled
of - “normal’”
vs, 110.3% .in 11929-—yet: even rin
that year unemployment averaged -

.5 millions, -a : figure: which::cur-

rent. economic -planning - regards--
as inadmissible: for even a future
average: yeary ..l

‘Et:onomxsts and’ busmessmen
are .so. accustomed toassociating

'mass unemployment with cyclicak

depression—or::. quasi~permanent
“stagnation’ ~1that:."they ' have
given'little attention to ‘this rela< "
tively ‘new phenomenon of unem-=’
ployment in prosperity. This sub<*
jecti requires ' detailed ' quantita<"
tive analysis. Let me «content my~
self here with pointing out three:
significant ' conclusions from: my
studies, ‘the ' material for which
goes back to 1900 These are:: :

(1) The unemployment of 1940
and *1941 ‘was not 'due’ in any
significant degree to ‘a slacken-
ing of national growth as'com-
pared with previops normal years.

(2) Its origin may.be traced to
two dynamic’ factors, viz: (a) a
persistent’ tendency for produc-
tivity to expand faster than per
capital’ income (or ‘living' stand="
ards); (b) a recent tendency for
the working force to expand rela-
tive to weighted population..

Both of these troublesome fac-
tors are likely to face us in future
normal years.

(3) The development of unem-
ployment in the past has been re-
tarded significantly by the steady
reduction - in: working  hours.
this aid is: rejected in: future
years, the task of maintaining full
employment -will be made much
harder. '

The Outstripping of Income by
" Productivity

“Underlying: these conclusions-is
the ‘dynamics: of tincreasing ' pro-

duetivity—whichs beginning about st & '

1910 has shown“improvement at~
an accelerating rate; and at a rate
far outstripping the growth of per
capita income. A 30-year com-
parison will bring this home in
striking fashion; viz:

3% .

96%
104%
4%

$605

46.9¢

$46.4 bill,
$9. . bill,

$8217

92¢
$94.4 bill,
102.5 bill,

(*Note: To offset the distorting effect of the smaller proportion of children. in the’
population in' recent'years, I have counted children under: 16 as one-half. It seemed
preferable to 'use National Income: figures rather than those for Gross Nationak
Product, because the estimates of GNP prior to 1924 appear less reliable than those

of income.)

‘ From the historical standpomt‘

there is nothing ‘wrong with  the
rate of increase in the mnational
(per capita) income. ' It corre-
sponds  closely - with ~the ' rate
shown  for- the ' quarter-century,

1900-25, during ‘which there was
no: talk “of ' economic maturity.
Hence ‘the unemployment’ of 1940
~:and certainly that ‘of 1941—
cannot - properly be called: a
phenomenon of stagnation. It is
a ' 'phenomenon  of "differential
tempos . of growth—between per
capita ' income : increasing ' at a
fairly constant rate and produc-
tivity tending to mcrease at ‘an
accelerating rate.

The - arithmetical ‘consequence
of . this: tendency ‘has been a'sig-
nificant and ' persistent ~ decrease
in the number of hours.of work

required per. head: of ‘population

in order to provide our improv-
ing standard of living, If the
average work-week had remained
constant, this would have resulted
in' an equal reduction in the num-
ber of workers required  per
capita.  However, . the . radical
shortening of : the work-week i
this period provided an important
offset t6' what otherwise would’
have been an incredibly huge un-
employment; but it. was still- faxr
from sufficient. to  maintain fully
the proportionate need for work-
ers. On the other hand, an im-
portant influence ‘working in the
opposite direction, and aggravat-
ing the' unemployment ‘problem,
has been a growth in the portion
of the (weighted) populatmn in
the working force, . This change -

hag ;been 'small -and  innocent-'
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lookingn inpercent; but it has had
@.powerful jeffect: upon *the: un-~
employment.: figures*. .. i
+The-effect ot the factors” just
Y Taple Iri b s b 3
Hours: of work. required: per. hoad
2 of ‘population (weighted) .7 o=/
Average work-week' (pey’ worker) ..
Result:- Workers needed. per capitas .
~( Emloyment) gt i rat sy e b
‘Workers availalilé pep
7 (working force)
Unemployment’ er capital
* | Actunl;uriemploymentr >_
¢ ~.Phig arithmetical
believe; present
dependable picture
Pened -employment
ecoriomy in ‘the' decades ‘prior* tg
World War. IL. - There” is*n¢ eco-’
nomic' law: which- requires that
these factors: contintie’ to develop:
in: the future as' in-the! past. ~But'
busineéssmen would be wise ¢ ass’
sume. that there is/ at--least- g
strong probability of the persist<
ence of these relationships-—par-
ticularly the'tendenéy: of produc-
tivity to' grow faster than living
standards' (per' capita’ imeome).f
Enterprise System’s Production: of
Unemploynient With: Prosperity
' If this proves to be so; thei the
simple’ free-enterprise’ system: —
however: soundly - encouraged-
Will . contjnue’ to- produce unern=
ployment-alorig with progress’and:
g‘osperlty;» ‘It will* alSe “continue'
to . produce’ the  familiar' unem=:
ployment -associated: with'periods
of depression:- ‘Even ‘if; by some
measurey ay- yet undiseldsed;: the
business'world: were able: to ‘avoid'
* in the futire' the cyelical’ vicissi=
tudes’ which: have' plagiiedus’ in'
the'past; it would: still have failed’
to* solve the' more’ complex prob-
Iem' of ' mass' :unemployment” in
good times.: In view of the' popuw’
Iar' deterniination to' prevent such
mass ‘unemployment at any' cost;
business: thus’ faces the  strong
Hikelihood! that Government will
be “called’ipon’ to' provide’ full
employment. ¢ This' would’ un~
doubtedly’ mean’ that we shall re-
peat the' experientce’ of ‘the 19305
i which: busihess;j clinging to. old:
beliefs, " did” mothing ‘much: ‘but
mutter. and obstructr while the ad+
ministration groped: - awkwardly:
for‘new solutions:y oion et
. TE is high' time' that' businesss
meit ‘played :a' irore’ intelligent
and-constructive® role in- the’ con~
trol of our eécoriomic future: They
can’ do- so onlyif-they adjust their’
thinkihg<t6.the basic reality’ that
the' classic’ free-enterprise system:
is not an automatic producer of’
stibstantially’ full’ employrient; To.

" d A LU e

analysig-does,.
A’ redsonably
of ‘what hap-
Wwise “to* our:

maintain' fulll employment under’|!

conditions of free enterprise (and!
peace) will take a lot' of doing;
it will’ undoubtedly: ‘require the
adoption of @ number of new: con-|
eepts, techniquies, and' even: gads
gets, to) fit the economic  machine’
to the' taske i ho e pimen )
¢« - Experiments Necessary .. .

+ « Itiis a highly encouraginig sign
that the’ Conimitteer for' Economic’
Development—dn-organization: of
businessmen-—is now: preparing to
study: systematically: and : épen=
mindedly’ the' obstacles: to sus-
tained’ full'-employment, and- the
whole: range’ of possible means: to
gvercome. themi:' Fop the :simple
truth'is: that; businessmhen: ‘must
now. prepare . to. accept experi-
ments ‘and innovations ‘in the
general--economic- field;  just: as
tHey have always favored them'in
;ﬁei;" own' technologies; - They

~(*Footnote: ' My data’ show' that
practically all the increase in un-
employment from: 2.4 mill: in' 1924
to' 5'mill. in!1941° was: due to the.
ldrger working force in: 1941’ rela-
tive to' population.) e

+Footriote: There' “is- always  a
temptation’ to. put’ forward: :a
quantitative .relationship. of this
kind as anecotiomic law, such as
the famous: Malthusian. principle
of, the disparate growths of popu-
lation...and . . subsistence-which
our ' own: - statement:” reésembles
closely in form; though- with' al-
most -the opposite implications,
We present’ it rather

< | tinuing

ok 191’0 -

| discussed may be 'summarized’ by
!the . following ’ comparison,, con-
nuing . that. in" the: preceding
{tablessiidun b e iing Ve
1940 -
‘ggws
g

./ Chirige

PRIV
226 %:
: T8
g g
e & i ORISR0 0 008% v v o 24T %
,: N .1,4§mﬂv1;g‘ AL .rqm.;+4s_sj%z; ;-.'j
‘must abandon' their stubborn' pre<’
nise' that' | while'’ new:/ businéss:
ideas: ‘are’ ‘g60d,! new . economie;
lideas’ dre: bad. Instead of ignor=)
ing “or :instin_ctiv,elg opposing
‘evex;yas,ocial ‘inventior, they must
js’e"ek: to" take: a ‘constructive: part
‘int their: development.: What .they’
iHave: to offer here is ‘ai combina~
ition of .practical: experience; com=

1089
FahS 55.3 hxjs. Y

Lt L
a6t ¢

well—once -they rise to- the chal-
lenge.- ;Businessmen  aré - thus
ideally equipped to recognize, or
think through;; sound. and: judi-
cious: devices aimed: not alone at.
“revitalizing . the . profit: motive,”
but also .at remedying . .the me-
chanical’ defects’  of °traditional:
capitalism,; [~ .- T

Such’ devices cannot  well. be
based on the“now common ex-
hortations to busineéss to accept
voluntatily - and: pevmanently a
lower .profit margin than .would
otherwise be available: or'to'take

of ‘creating’ employment. " These’
concepts are alien' not only to the:
formula ‘of “capitalism but' {0 hu~'
man nature as well. On'the other:
Hand; theé proposed’social inveh-
tions- ust: as’ far as possible’ ex=
clude’the element’ of’ discretionary:
Government:" control!’ ‘over: . our
business: operations: ! For nothing:
in' our experience” suggests that
such controls: willi work:: well: it
peacetime, and. 3 great ‘deal sug-
gests ‘that' they are ‘inéompatible
with” al wellt funetioning: free en-
terprige systemiiz; w200 T g el
; sk me :what
types-of social inventions:¥ have

i

mon- sense, andgreat ingenuity’ agi’

uhwillingly  © dangerous . capital'|:
rigks; or to'employ for'the sake|;

‘public-works- authority, partially
isupported- by annual;public sub-
Isidies included in’ the -budget. -
{1 A's'suggested earlien, one. of our

- '|iecoriomit: . embarrassments:. | has

igrawn: out: of, the« tendeérey . for.
lour: working: force 1d rise dispro-
[portionately to; out population:
This fact 'greatly'.aggravates: the

- [iproblem 'of maintaining full em-

]ployme'ﬂﬁiihi the'fa¢é of-a* natural

{tendency" for:-man-lours: needed
:tos decline;: - Non-drastic: but’ rea«

ibe: ‘considered:, :and; -adopted: for'
‘gradually- decreasing: the .proper=
it_ion -of -older. peaple—and,. if pos-
sible; also’ that’ of married’ women:
—at. -work. - (Perhaps..half-time
‘employment, ‘for' married women,.
Permitting” - them' - “to” .combine:
home-making' -with' money-mak-
,-might ‘meet’ a combined" so~
icial’and ecbnomic need of modern’
jtimes:)* . R e
|  Underlying, some -of these sug-
igestions—and' " others that.-might
{be* made—is the! view  that . the
inechanical princplé ‘of accelera-
ition, which infuses’ the’ twentieth=
!éentury enterprise--systen; - re-

|lquireg’ ingenious” and:: inventive’

'handling if'it' is ‘to operate for the
itrue’: convenience’ “of ' society.
ITechnological man .is'muchiin*the
iposition-of theSorcerer’s' Appren-
{tice” in’ the well-known' fale—the
igenii’ he’ invokes bring” him more
than e can comfortably hande.
;Or, to use another figure, . our
jenterprise . system. ig--like a pe-
\culiarly difficult sort: of: bicycle,
iwhich: to' retain- its equilibrium
imust notonly keep’ going' ‘but
must™ Keep" increasing’, its® speed.
With such a. machiné nasty spills:
are: unavoidable; ‘If: we want to
avoid: fhemin!’our” economy we'
must’ " introduce’  approprpiate:
Braking mechanisms to' neutralize
the acceleration principle- to -the
extent: that. experience and study’

“You! may: well!a

in mind. ds suitable for study and:
possiblé endorsement by: forward=
looking . ‘businessmen: . I shall
name-a’ féw by way: of’ illustra-
tiong; without seeking to-eover the
Heldy bt il Lty matlans

> Oné of these' might-be the sys-
tematic adjustment: of basic hours
of work  to absork ‘the differen-
Hal—=if and- to’ the-'exteént it re-
lappearsi-—~between increasing per
ieapita :income .and ‘more- rapidly
iincreasing, productivity..The prin-

1

iciple here" is. that 'wages should
‘advance* with' productivity, while
‘the ‘work-weel shdild:decline: to;

ing hourly ‘and’ weekly ‘wages'

‘work, constant: iinit’ costs,-and a-
rising standard of living. .

:the” ‘double” purpose” of "(a) . sub=

duets: for many.
expansionist: uses.,
Another would: be.a more sys=
tematic' development (of the ra-
tionale of public works; espécially
low-cost housing-<notonly as''a
| depressiont remedy, but also as an
\offset to unemployment in pros=
‘perity. ‘Herg we may, clarify ahd
‘improve: the. budgetary status ‘of
:such’ expenditures by use: of'the
device 'of ' the semi-autonomous

the’ extentr needed -to: maintain|
.full-employment, .- It ig easy.tol '
.demonstrate’ mathematically that| :
as long" as” productivity and. per|.
.| capita: income! inerease—as. they!|’
i.are: bound. to- do—it:will: be pos-|
sible to combine.steadily. increas- |

with' slowly" ‘declining: hours of| |

' Another would' be' the develop-|i!
meént -ef a-comprehensive stock-|! -
‘piling’ system- embracing primary- |
.commodities.. - ‘This . would- have

;stantially stabilizing the generaly
iprice . level and flattening the |
ibusiness’ ¢ycle; and’ (b)- créating’ a:|!
physical’ reservoir of basi¢ prodc
protective and |

(1Foothote”” ‘At: the ‘moment we| |

find: to: be: mecessary. v
“'Our’ present ‘thinking; as ‘our
past, runs in the opposite. diréc-
tion.” 'We glory “in our  growth
possibilitiesiz " e onyt physical
ability fo ‘speed’ up’ thé" pace’ of
progréssi—and - we  confine: our]
planning o the’ removal’ of the'
bumps’. in’ the path of the ac-
Celerating - economic mechanism.
Thi§ is’ natural’ put hardly wise
;Businessmen should realize the
irisks‘ involved in staking, the fu-
ture of capitalism; on”its akility

—

s erorors

{sonably-effective; measures:should|;

tg expand smoothly from a $200
Billion product in1969.§. Al our
history speaks' against success; It
would ‘be  only ~priidérice and
commonsense-- to- develop--alter~
Hative Braking techniques to deal’
with the lumbering econémnric ma-
chine—besides' ' the ' over-simple
one of giving it its headir -We may
need" these: techniques, to: escape

disaster; e
My final point: relates to the
imatter of experimentation: inredot:
nomics. - This’ thought has been
;anathema--te---businessmen; alw
though';-it; ig:’ the -life: of ; their’
technology. ;. ‘We:' “have -, béen
jbrought. up- to; consider' economic:
or social’ experiments;; ag- synony=
jmous - with:; crackpotism- and- ria-
ttional Tuincs We- have; of: course;
jembarked, on many;such .experi--
‘ments, successful .and: otherwise—
(€. 8.,.the Federal' Reserve system,
{Brohibition,; the food-stamp: plan,
iete.~-but they have generally not
;been 'so .labeled; nor carried out
.with" "the I’ proper experimental
itechnique..In.the future .we shall
‘probably have to .try out. many
iSpécific ideas: incentive, taxation,
.public-works.  planning,. adjust-,
iment of -working’ hours, annual-
{wage schemes, slow and continu~
(ous’ tariff . reduction—to ‘name’ but
a few. " It i essential that. such:
things be done’in the trie spirit
of  seientific’ . experiment; . with
iprovision’. for' ‘close” obsérvation,.
coripetent reporting, and for con-
tinuance,  modification’ or ‘aban-
donmeétit; -as* sourid” judgrient” will
dictatess s aiisiini s el
. Insofar as'some of these devices

stimulate production’ in’ Mexican’
mines: * The: Ambdssador; réeférred.

budget, let' us be realistic too
about'- this  talichy. sibject.. . By
one’ of “the - hurerous’ paradoxes
in“our’ current. éconony . the huge-
isizet of our’ public 'debt gives: us.
imuch more. leeway than we' for
imierly” hadi“or thought we had-—
in fiscal ‘poliey, . : g

._.But.the important ;

3 point is: that
businessmeni:. should: be, at - onee
ipractical’ and"opénminded. in,re-
{Iation’ "t0°’. econemic:: measures..
| Their’ .own abilities: and." ex i
|énce,’ their: own' record: in, over
icoming formitdable” obstacles’ give
|assurance-that they haveé much'to
‘ctmtﬂblité’" to° the economic  as-
ipectsiof the' science- of! Govern=
mient. . Astmany business leaders

years|: to' dor this ‘will' réquire
"( §-F;-(>6fn‘<>t'é: ; Chester ;Bpwles, _ali—
‘most” dlovie” of "économic’ writérs,
‘has:in “Tomorrow:. Without Fear”

See'Increased Silver ..
Production i Mexico > -

i The ‘Ambassador - declared: t

‘may. involve« . unbalancing . the'|!

-l

over- [!

have beerr ‘repediing: in- recent:||

o0t

significant changes- in' our habxts
of thought. - I have tried to indi~
cate here some of the ‘directiong

that this changed thinking should:

take; " May T adopt’ (and’ modify.
very slightly) the words used by
Eric Johnston in his farewell ad-~"
dress to the U. S. Chamber of
Comnerce?:” “We"."in" . buibiness
must think profoundly and"liber=
ally;: or” face ‘the ‘threat’ ofi eeo=
nomic liquidation.". *The "law: of
life! applies: "Adapt or: d;_e."( it ¢

ey
)

' Ii: Washingtor on ‘Aug: 5 Mexi-,

can® Ambassador. Antonio: Eépinosa,
de'Log Monteros said that the re-.

cent' United’ States® increase in. the

prices of silver undoiibtedly wilk;

to’ an' increase receéntly” voted' by

Cohgress; raising’ the’ price” from’
T1.1" to- 20.5 ‘cents” an ounce, it was*
rjoted' in* Associated’ Press, Wash-'
ington advices; which'as’ given .in/
thi‘ Ig ew York: “Herald Tribune;”
dddedy o

" The new price, he said inf a pub-

lic' statement, would' in all proba-’

bility start Mexivar*silver flowing*
into-world markets. He stated that
the .previous. price - eaused~ pre-

ducers to’ withhold' the' metal fromx:
the market,. believing it/ was tao
jsearce and should therefore go up

in value. i
hat
Mexicari production: had: fallem
sharply undey the old price;:
{ - *The question now' is;” the' Am-
bassador said, “to see' whether the-
new, price: will' bring” supply -and’
ldemand ‘closer than: they had beemn
lin'recent yearsi” The'salerof ‘free”
isilvey by the United States Treas—
ury would indicate that shortages
lare- out' of the question” for some
ttime iri the future.” = - ks

f v R
(Clarke Resumes N. Y. St
Bankers News Post
‘Major s Harry: Clarke: hag re~
isumed:-his~duties:- as- Director- oft
the News Bureau of the New: York
Bankers Association' affer serving:
four years in the Army; it was an=
nounced: on’ Aug.'5 by Albert L.
Muench; Secretary of . the! Alssols
ciatiot, During his Army servite,
Major Clarke was attached o thes
Oftice Chief'of Firfance, the Ad-
jutant’ General; and the Offiee

$ 201

ate

touched, very lightly, on'the’ $400
bill: problem 'facing: us: 20: years
.hggce.)= il S

Chief of Transportation;. in“Washw:
MBS e gl

“d—

Cla i a0 NN

Tlhizs adverlisement:is nei,

NEW ISSUE

~

r

&

ik
|

|are expecting a shortage of work-

i“catching’ up” period

.1y recognized to:ber

fers and a lengthening of hours. |
(This “is < a'* pheriomena’ of * the |;
i The long-|i
 term’ problem’is almost universals ||
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The offering’ss midde only by the: Prospectus.

200,000 Shares

i+ (A New Yorls Corporation)”

¥
i

-/~ Commbon Stock
B o (‘Par‘ Value $1.00 Per Share)

... With Warranits to Plirchase 20,000 Shares of Common-Staels - -

J 1

Pnce‘ $6 Per Share :

‘with edt:l’l' 10'shares; the 'pu&:‘ﬁa’séx"'v?ill also receive one warrant giving the right e
s ftional share of Common Sto¢k at' !

any time'within five years. = |

Copie; afth} ‘P’rasﬁeczax may be oblained from Ihq1 ﬁndérsigmd !

... FLOYD D. CERF COM

INCORPORATED

offer to sell} nor af solicilution of offers to lfu’y',‘qny-of these securities, . |df <

Cellulose Corporation ' |

a"Sal,l%‘ Street, Chie"égé«i
U | ts

€9
'
LT

a b

§

»

$7 per share

{ =
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- Mutual Funds

AT - Two Fundamentals.

e

Lord, Abbett, in connection with 'the publication of new: descrip-

‘tive brochures on Affiliated Fund, American Business Shares and
“Union' Trusteed Funds, stresses” “two fundamentals of modernin-

vesting.” . They are: '

¥

(2) " Balance and Selection.

" The first, of. course, ‘is self-®

.explanatory—dollar value may be
_quite deceptive in a period when
.the purchasing power of the mon-
etary unit' is: subject to: rapid
.change. Investing should there-
fore “be done with an eye to hav-
ing more dollars if dollars grow
Smaller-" Y’ ‘ : i R

t..In:describing the second funda-
.mental,” Balance and  Selection,
Lord, Abbett raises an interesting
point on the divergent nature of
different mutual funds. “No mat-
ter what words are used to say it,”
~writes. this . sponsor, ‘investing
-comes down to BALANCING your
portfolio . into 'bonds, preferreds,
-and commons according to a pro-

LOW PRIC

- A PROSPECTUS ON REQUEST FROM
i 'YOUR INVESTMENT DEALER OR\
+DISTRIBUTORS GROUP, INCORPORATED
63 Wall Street New York 5,N. Y.

X

One of the

Shares

- “ Priced at Markef

; Prospectus upon vequest from -
B\ Lyour investment dealer or

_NATIONAL SECURITIES &
|l resEARCH corpoRATION

120 BROADWAY -
Now York 5, N. Y.

-~

(1) Maintenance of Purchasing Power, and:

FECTEVESE /S FPCIRE PRy T 4]

« | ness in industrial activity.”)

@

jection '.of . economic conditions,
and- then' SELECTING the indi-
vidual -issues which' are to make
up the ‘balanced portfolio.”

American  Business' Shares and
Affiliated Fund are then described
as fully-managed funds because
they include both Balance and Se-
‘lection. ~ Union " Trusteed ' Funds,
however, ‘are not fully-managed
in this sense, but provide only for
the Selection 'side  of '‘manage-
ment. : / B

If we are to accept this defini-'
tion ‘completely (and to us it is a
reasonable one), ' then the so-
called common ' stock funds—
which were the first to be devel-
oped and which today account for
more than half of the industry’s

| aggregate assets—are not fully-

managed funds at all. It would be
more accurate to think of them as
specialized funds, providing: Se-
lection for the common stock por-
tion of the investor’s portfolio.

Just Supposin’ ;

Hugh W. Long & Co.s current
“New York Letter” contains an
interesting analysis of the ques-
tion: “If we are now in the begin=~
ning ‘stages ‘of a  bear market
what - constructive action ‘can we
recommend to our clients?”’ Here
are the main points of agreement
among the analysts who partici=
pated in the discussion. :

1. ”If there is to be a bear mar-
ket now, or soon, it would have to
be a' bear market in stocks and
not “in’business.” ' (There are no
“indications of forthcoming weak-

2. “A slump in stock prices
without an accompanying or ensu-

) | ing _slump _in  business -activity
would ‘represent a. most

set of circumstances,” 70’ <.
.3 “None of this (points 1 and
2) ‘adds up.to a real bear market,

unusual

|
HELORDABBET AOU

OF INVESTING COMPANIES

New York

/| eycles and a major world war,

Union Preferredv
Stock Fund

Prospectus upon request

LORD, ABBETT
Y INCORPOBATED, :
Chicago

either | in duration or extent.”
However, - in . following "through
with the  'original - assumption,

these steps were suggested as con~

structive: - (a) . “Increase: .cash,
bond and preferred stock holdings
.« s (b) Concentrate stock hold~
ings largely in the building sup-
ply, gold mining, oil, and tobacco
industries ;v i 3

15 Years of Progress

Keystone Co. devotes the cur=
rent: Keynotes to'a' summary of
the record‘and position of the 10
Keystone Funds as of July 1, 1946,
Here are the highlights:.: (S

Combined net assets, $178,500,-
000. : : ;

Total - distributions . to . share-
holders . since  inception of the
original Keystone Funds in 1932,
$29,900,000 of Regular :Distribu-
tions and $22,400,000. of 'Special

Distributions—a total of $52,300,~|

000. :
Semi-annual reports on Key-
stone’ Series B-1 and Series K-2
as of June 30, 1946, reveal the fol-
lowing highlights:
. Series B-1—Net assets :during
the first” half of this year rose
from $4,548,305 to $6,906,396 and
asset value per share rose from
$28.23 to $28.67.

Series K-2—Net assets on June
30 were up to $7,846,336. from $7,-
061,964 at the year-end, reflecting
for the most part a rise in the net
asset value per share from $28.59
to $31.02. ; :

Wellington Fund

W. L. Morgan & Co., the spon-
sor: of Wellington Fund, has: pub-
lished a pocket-size booklet giving
the background 'and ‘investment
policies of this . $34,000,000 bal-
anced fund. A short section at
the ‘back of the booklet lists the
officers and directors: and gives
brief - biographical : sketches of
them. A quick: perusal of this lit-
tle piece should give the reader a
fairly clear understanding of why
Wellington Fund has been able to
achieve ‘an  eutstanding  record
over a 16-year period-that in-
cludes three complete  business

Balance for Uncertéinty
National Securities. & Research
Corp.:calls attention to:the July

25th issue of the’ “Chrdiiicle” in

which “opposing ! viewpoints ‘with
regard’ to the outlook for stock

& Co.

||:" SHARES OF GAPITAL STOCK OF

prices were presented. Two high-
1y qualified analysts “supported
their conclusions under the head-
ings, “The Bull Market Is Over,”
and, “Bull Market to Follow Emo-
tional Liquidation.” .

As a:sensible, middle-of-the-
road . course, . National . suggests
dividing one’s investment capital
about equally’ between National
Low-Priced Bond Series, National
Preferred Stock  Series and Na-
tional Income Series, Such an in-
vestment  “‘combines the object~
ives of better-than-average return
and opportunities for price appre-
ciation in a rising' market.”

On Again .

Commenting on the revival: of
OPA, Selected Investments Co. in
the current issue of “These Things
Seemed Important,” does a bit of
nifty word-smithing. :

“Many ' who had" fought" infla-
tionary policies for years nearly
stumbled :into getting themselves
labeled as inflationists on the OPA
question. 'Probably OPA' is not
going to be permitted to stymie
business production from here on.
For young, ambitious men there
are probably jobs ‘which  offer
more long-term - promise than
those with OPA.”

Credit Boom Possible

" Hare’s Lid,, in a follow-up dis-
cussion of its recent analysis' of
the  outlook 'for common stocks,
refers to the current policy of the
Federal Reserve in creating new
reserves through its open market
purchases. .

. “Through making these steady.
open market purchases, the Fed-
eral Reserve.is demonstrating its
willingness to create new reserves
as rapidly as the banks neeq them.
Such a policy appears destined to
finance a_credit boom.”

Mutual i‘und Literature -
Distributors. | Group .~ Revised
folder on Utility Shares; reprint of
Barron’s current investment com-
pany comparisons, with compar-=
able figures on all classes of
Group ' Securities . « . National

-|'Securities : & = Research . Corp.

__Current information folder for
August ton ' all ‘National funds;
memorandum giving July  port-
folio . changes; Current igsues
of “Investment Tinjing”' discuss-
ing foreign trade in relation to our
economy: . .. Hugh W, Long &
C0.—A new price-earnings ratio
study on the machinery industry
entitled, “Why Machinery Issues
May Be Considered Good Invest-
ments Today.” . .7, Lord, ' Ab~
pett—Revised Prospectus on Un-
jon Trusteed Funds, dated July 22,
1946 , . . Calvin Bullock — Re-
vised descriptive folder on Bul-
lock Fund , . . Hare’s Ltd—Re-.
yised highlights folder on the sev-
eral groups of Industrial Shares.:

Di{ddends e
Bullock Fund, Ltd.—A dividend

ot 20 cents a share payable Sept.

3, 1946, to shareholders of record
Augi 155 s 2ts i i iy

PUTNAM
~ FUND

Officials of Fund
(Sixteenth of a Series) . R
: Y. €. KOO : :
Executive Director of the Fund.
China being one of the Big Five.
in the Bretton Woods system, Mr.
Koo’s. position is appointive and
not elective, At.the time of the
BW  Confer- L NETERY

ence in 1944 -
Mr, Koo was

‘| Vice Minister

of Finance,..
and, he at-.
tended the’.
New Hamp-
shire . gather-
ing 'as one .of
China’s’ nu~,
merous  dele~
gation. In
China he has
held various
important
posts, some of -
them = simul-
taneously. ; ;
Y. C. Koo was born in Hwei-an,
Kiangsu, in 1901, He obtained
his  higher education at the
National University of Peking
from 1916 to 1920, He then studied
at Ohio State University and New
York University, - receiving the
MBA degree from latter in 1924,
During the years 1925-29 Mr.
Koo was financial secretary of
the China Foundation for the Pro~
‘motion of Culture and Education.
During the next few year's_he was
in private banking business. In -
1934-35 on behalf of the nationak
Government of ;China Mr, Koo
studied the organization ar}d op~
eration of ‘central banks in the
United ' Kingdom, United States,
France and Germany. Returning
to China, he became counsellor of
{he Executive Yuan of the Na«
tional. Government and in 1Q36
was delegated to negotiate with
the United States Treasury -the
first sale of Chinese silveri under
a program to stabilize China’s
currency. The vigorous and large-
scale buying  of silver by: the’
American Government under the
Silver Purchase Act of 1934 had
driven Chinese  currency out: of
circulation and precipitated, the

¥, C. Koo

‘abatidonment of the silver stand-

‘drd, with consequent demorfetiza~
tion of the principal circulating
medium in China, y
Following - this: silver. mission,
Mr, Koo seryed - (1936-40) as
President of the Kwangtung Pro-
vincial Bank, meanwhile becom=
ing commissioner of finance of
the Kwangtung Provincial Gov=
ernment. From 1940 to 1945 Koo
was General Manager ‘of the
Farmer’s Bank of China and con-
currently, from 1941 to 1944 serv-
ed as Vice Minister of Finance in
the National Government, In'1945 ..
Koo was made Secretary-General
of the Joint Head Office of the
Four Government Banks, a posi=
tion he recently relinquished ta
come to the World Fund, '
Mr. Koo-was decorated by his
Government 'in 1937 with ~the
Order of ‘the Brilliant Jade, and -
in 1944 ‘with Order of the Star.

& SELECTED
f# AMERICAN

,SHARES

Prnsbactus e
may be obtained ' ' * ‘»-\
from authorized dealers, or .

‘ SELECTED INVESTMEATS COMPANY
: 155 South La Salle Street -
CHICAGO 3, ILLINOIS N

Prmpechu may lu oLlat'neJ
Jro.n your local investment dealer or .
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your :local investment dealer, or
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' Prospectus upon request
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~ * Main Street Says—

. (Continued from first page) - ‘

/ He declined. to. he quoted unless
assured his ‘views ‘woiild be pre-
sented as:those of a typical Main
Street’ banker, not those of a fel-
low. ‘'whowanted to sound like a
big shot.. A life-long Republican
‘but no “hard shell,” he expressed
the broad views of the' commun-
“ity as he has heard them in hun-

_dreds of conversations,

" Main_Street’s Outlook -
It is possible to boil down Main
Street’s general outlook, including
that of farmers in the surround-
ing' areas, into three: brief cate-
gories: : ;
Economic — Times = are  better
an.can- be expected to last, per=
haps better than ought to last. A
leveling off period is anticipated,
even desired owing to fear of a
“bust” such as followed the World
War I boom, While most believe
the debacle will somehow be pre-
vented this time, it nevertheless
dominates much of the thinking,
National Politics — Main Street
and farmers feel capable of walk-
ing alone and consequently favor
an end to subsidies and heavy. gov-
ernment  spending. ' President
‘Truman’s popularity continues to
.sl'ip. So. far no Republican can-
didate has' captured' the public’s
imagination. =~ " :
. Enternational — The old view. of
the Middlewest as isolationist that
‘persists in the East is a miscon-

.ception. Main Street and its sur-|

-rounding farmers favor the United
Nations and international coopera-
tion, though not exactly sure what
ought or ought not to be done;
The conversation with Mr, Bay-
Ior took place in.the back room
'{no one bothers to dignify it with
-the title ‘‘conference room”) of the
-Union Savings’ 'Sigourney office,
“The bank has: offices also ‘in'the
mearby  towns ‘of Keswick and
Kinross.  Deposits at the close of
business on June 29, 1946, were
$2,231,066.84, compared with $723,~
'488.91 for the same date of 1938,
The bank, with the old-fash-
loped high partitions and barred
windows recently ripped out in
- favor of modern low railings, is on
the northwest 'corner -of ' the
‘square. - Sigourney is laid out ‘in
the approved fashion for Amer-
ica’s county seats—business hofises
grouped around a neat green yard
‘containing  a  three-story ' stone
courthouse boasting a loud-strik-
‘ing town clock in its tower, -
Occasionally Mr. Baylor, spying
a customer he wanted to talk with,
popped out to the front room for
a few minutes. He took occasion
_fo check his own views with theirg
.and now and then brought a typi-
.cal citizen back to join the con-
versation.,, 3o :
... The situation of the farmers was||
.delved into first. Right now the
farmer’s chief aim is to use some
of the relatively easy money to
reduce indebtedness.  The whit-
tling is on land mortgages, for
nowadays chattel mortgages on
-other than new machinery or stock
purchased for fattening is a rarity.
+Ten or 15 years ago a big portion

of farmers had put their last Tamé |

horse up ‘for Security, '
Even the loans for new machin-
ery are usually taken because the
. bank permits a lower interest rate
. than ' that  allowed' by ' finance
.- companies. A good risk can-get
~money at-the bank for:as:low. as
5% interest.  Because of the tre-

mendous - mechanization during|-

recent years, this type of loan is
important to-the bank,: :It- will
become even more 50 as ‘greater
supplies- of ; machinery: : become
available, i SRR
Other large items are loans for
. purchase of range cattle and sheep
for fattening, and for:linte and
. phosphate . for - “sweetening” - the
. soil, - The old systems of crop ro-
. fationare thus supplemented. ‘The
ancient system of fertilization by|
- manure is-almost-a thing of the
..« Past, - since : horses . are : scarce,

- everybody? ;

Minerals have boosted production
enormously  and «the- production
per ‘man has increased even more.
Especially during the war neigh-
bors :learned  to .work the  com-
plicated ' machinery together, :so

that fewer farm hands are needed. |

Local banks: are’ holding land

‘mortages at 4%, same - interest

charged - by - the Federal  Land

.| Bank. .Many farmers are paying
| far ahead, a privilege permitted

by both federal and local loan
agencies. :

What' about' the land. boom
which  was expected. by almos_t

~'Mr, Baylor places the:increase
in land values at somewhere be-
tween 15 to 25%, compared’ with
300 'to 500% during and’ directly
after the last war,” Memory of the
big break in the early ’twenties
was one reason for caution, but
there are others. :
“Whether you like the high in-
come rates or not,” Mr, Baylor
said, “it must be admitted they
have been a large factor in head-
ing off a land boom.”. . :
Whenever a farmer comes ‘in
and reports that he has had an
offer considerably above his in<
vestment, Mr. Baylor takes him
into the back room and they sit
down with pencils and scratch
pads for some figuring. e

Hizh Taxes Discourage Farmer's
: ; Profit-Taking: - -

If the farmer sells, he 'will|.

naturally be required. fo move.
That means a sale of livestock and

' equipment, proceeds of which the

government will look on as profit.
Amount between the original in-
vestment and the offer .is ‘then
calculated.” Net operating incomg
for the year is added. By thi
time .the farmer’s income  has
jumped into a rather high bracket;
He ‘usually decides to hang onto
his place. :

Veterans are encountering diffi-
culty in setting up as farmers,
partly because they have  less
money than others and partly be-
cause they .do not feel it wise
to - purchase . land,. equipment,
and stock at present high prices.
However, Mr. Baylor, who repre~
sents the government in GI loans
for the county, has found it pos-
sible to get a few loans through,
sometimes . with no  collateral
other than a mortgage on:the pur-
chase. ;

-~ Merchants, . with  ready  buyers
for 'nearly ' everything they. can
get their hands on, have fared
equally well - with the farmers.
Today there is hardly a merchant
borrower, - They have plenty of

.cash  for all transactions with

wholesalers, .

“It’s hard to say one type of
business has done better than an-
other,” Mr, Baylor said, “for the
good reason that all of themare
sitting pretty.” :

Even should farm prices break
sharply, merchants seem:in for a
period. of prosperity because  of
the family shortages of almost
all types of consumer goods.

A big boom in a small field is
that in town' real estate.. Build-
ing material has been scarce and
remains so, while returning veter-
ans have: put pressure under the
market, | Prices have jumped as
much as 300% since the war’s be-
ginning. Mr. Baylor feels, how-
ever, ‘that the peak  has been
reached.

GI loans have been made in
the towns, too.  Houses have been
purchased ‘with little above:the
property - mortgage  for ' security.
The:same is true for businesses.

~In dealing’ with" GI loans, Mr.
Baylor .takes - into. consideration
the prospective buyer’s reputation
and - examines " the ‘possibility of
the business carefully. The local

.bank is protected to some degree,

of course, by the fact thatits
claim on - assets is ahead of the
government’s; -~ 'Some . veterans

- burchase hay :. balers - and:‘other

| into. custom work.

large - farm implements “and' go
P L}
‘Wages have gone up, too. Farm
workers’ who' go out from town
get $1- an hour-or better for an
8-hour day, while a full time hand
may receive from.$100 to $150 a
month . with living - quarters -and
a portion. of food -requirements
supplied. Women who work; out
now ask and get 50 to 60 cents an
hour compared with 25 to 30 cents
a few years.ago.  Clerks and me-
chanics have_ had a raise, too.
;S0 the present is fine, ‘What
about the future?

Caution ‘About the' Future -

“You might sum it up this way,”
Mr, Baylor said. . “Almost every-
one through this section improved
his' position—that’s" ' putting " it
mildly-—these last few years and
he’s mighty happy .about it..'But
not one in a thousand thinks times
are going to continue anyway near
as good.,” ' - Gl ity

That opinion is heard on every
hand. Hard times after the last
war and particularly in the early
’thirties have not been forgotten.

“Some people flatly predict the
bust,” Mr, Baylor went on, ‘but
the majority believe prices will
level off, They expect them to,
you . might even say they want
them to. . Not that our people
don’t want as much as they can
honestly  get: It’s merely: that
prices: look too high to last., Most
of us:-would be pretty well satis-
fied with hogs at $15 a hundred-

to $1.25 a bushel, oats at 75 cents.”

ing,  the Des: Moines ' Register
quoted ‘hogs at: $22, cattle at $26,
corn at $1.65, oats at 81: cents.

Subsidies Disliked
With what ‘they! consider: fair
prices, farmers would welcome an

ernment cash. #{The ‘various pay-
ments’ were at: first ‘needed and
later “were accepted ‘because not
many: .people  like to tear up
checks made in- their favor, ‘But
to farmers the payments have al-
ways- had - the." rancid. . taste ' of
charity,

“Main ' Street proper- feels: the’
same way, or-more so.  Back in
the ’thirties the courthouse filled

and then overflowed. ‘In 1932 the
town  vaoted for -Roosevelt, . but
‘four ‘years later it was back in the
Republican column, Farmers'were
slower. . Roosevelt ‘did: not lose
the county until 1940, : :
But anxious‘as Main Street and
the farmers are to go back to the
good old days when they walked
firmly without the helping hand
of Uncle Sam, they have some
reservations. - When asked if they
want the government to stay out
of the picture, come flood or
drouth:or bust, they hesitate and
a look of doubt comes into their
eyes. { gt s :
“People . through here would
like to try.it alone,” Mr, Baylor
expressed. it.
ply ‘and: demand is believed :in.
Buf they rather expect the fed-
eral government to see that things
stay on an even keel.: In other
words, they like-the idea of Uncle
Sam’s ‘hand  being ‘there to take
hold of if the
tough.”

in the field? : : i

- “Fairly ' simple,”. Mr. Baylor
said. - “A good many Republicans,
perhaps a majority, would like to
see a dark horse. 'But the man

for the job.” Lt
The  Political Outlook
Probably it: is -this psychology

which accounted for the fast start
with which Harold E. Stassen, for-

away after hisannouncement ‘for
the Republican. nomination.
recent  Gallup. poll -showed. Stas-
sen ‘ahead in the . Middlewest,

while " a ‘sampling by  Wallace’s
Farmer and Towa ° Homestead

P R SRR G o Sy S NS S S

'sholvivéd“hivxi'g‘ léadinﬁ" amﬁné Iowa

‘he is already : beginning ‘to: wear

 criticism “of Truman is that he

weight, cattle at $18, corn at $1|
On July 18, date of this writ-}

end to:subsidies and other gov-

with ' federal - alphabet , agencies|

“The law. of sup-|

going = gets too |:

. What about the éandidateshow» 4§

is an exception who has a choice |

mer governor- of Minnesota, got | §

Al

farmers. y
. -Stassen at first appeared some-
thing new and fresh'in national

politics, - But there are signs that

thin after ‘a few  down-to-earth
political scuffles, - Lo

* 'The farm magazine poll showed
President Truman’s popularity at

a low ebb. in Iowa, with Stassen|:

almost. twice as popular: and ' for-
mer Gov. John W. Bricker of Ohio
holding a considerable edge. Chief

seems indecisive; not big ‘enough
for :the :job. Again the fear of
bust.seems to be involved. Wanted
is'a man ‘who'it is felt can:cope
with anything that may arise.

Secretary of Commerce Henry
A. Wallace shows up strong in the
farm poll, but that may be due
to ‘the fact that readers of the
paper, he used {0 edit  ‘were
sampled, Wallace "is a sort of
bugaboo. to Main Street, which is
more  strongly Republican ' than
farm areas. This is due partly to
a feeling that he is a dreamer—
Main Street thinks of itself as
extremely  hard-headed—and - to
the support of Wallace by labor. "

Farmers are 'affected by the
same things but to a somewhat
lesser: degree.. Many of Wallace’s
policies, such. as soil conservation
and ' the “ever normal granary
(which . provides loans for storing
grain on the farm).are applauded.
But Middlewestern farmers have
never taken Wallace the political
savant to their hearts.

The Approach to World Affairs
Main Street’s approach to-world |
affairs is quiet and level-headed.
It came through the war without
repetition of the' hysteria which
marred the last one, when: crowds
smeared- yellow paint on' houses
of “pro-Germans” and occasional-

ly engaged in bodily violence. But
no section supported the war more
wholeheartedly. . PRl

“For some reason the East al-
ways thinks we want to bury our
heads in the prairie,” -Mr. Baylor
.said. ‘“Same way Easterners have
the idea we go crazy over barn
dance music -and hayseed - gags.
Not long ago a poll was taken and
it turned out people’s favorite out
here was symphony music. ' But
it’s hard to down old misconcep-
tions.” : ;

The radio has, of course, been
responsible for increased. interest

“and knowledge of outside affairs:

Almost “everyone listens to one
and usually several commentators.
Circulation “of mnewspapers and
magazines has also increased. One
straw in the wind was the recent
change . of - an  -old-fashioned
recipe-and-joke rural journal in-
to a news magazine, .- .
This doesn’t mean Midwestern-
ers  have clear-cut  solutions of
world problems. The main idea,
they feel, is for our government
to stay .in 'there plugging.. The
United: Nations is favored.” Op-

'policy " loans,

position expressed to the British
Ioan was lesson the basis that we
ought to stay out.of European af-
fairs than that we should cut
down government spending. Some
disliked the loan merely because
it: was chiefly an: Administration
proposal,. The fact seems to bhe
that no one felt very strongly one
way or another. h

Since there is no cut and dried
opinion on exactly what should .
be done, the opinions of candi-
dates on international affairs, at
least. up ‘to’ thatof President,
probably cuts little ice in elec-
tions, " There is a feeling that a
man who isa little strong on the
isolationist side may tend to can-
cel out someone whose interna=-
tionalism seems too rabid.

But -a’ Presidential candidate
who ' advocated: ‘a head-burying
policy would make little headway.
Main Street wants its government
to take its place in'international
councils.  'There may: be criticism
of results, but the idea that Uncle
Sam' always turns out the sucker
in encounters with foreigners is'a
thing of the past,:/j: o b

Russia is probably looked upon
with a little greater suspicion than
in the East, with struggles ex-
pected in'all’ international con=-':
ferences; - But'there is not much
talk  of war.  Without knowing
exactly how, Main Street feels
things will be patched up. .~

That approach fits Main-Street’s
present” attitude — optimism.
Things are going pretty good apd
people see -no reason ‘why, with
lessons of the past, they ought to .-
go any other way. ‘But if charged
with a touch of wishful thinking,
most' are’'inclined to: admit the
possibility of it. oo e
War-Service Ins. Liberalized

‘President ‘Truman on Aug. 1
signed ‘a bill to give Government
service insurance held by GIs and

| veterans- the " same. .features . as.

commercial - policies,- with - lump-
sum payments. permitted, restric-
tions ended on' the naming  of
beneficiaries, ‘and’ with- total-dis-
ability ' coverage ‘added :and:pro-
vision made.for a flexible system
of . converting from military . to.
civilian insurance,  On the same
date,  Associated Press Washington
advices  continued, the Veterans’
Administration  announced a re-
duction: from 5 to, 4%, effective

‘immediately, /in the interest rate

on +Government! life . insurance
The press advicgs

added: S T e
“About 12,000 veterans of the
two World ‘Wars have loans :of
$115,000,000 ' outstanding - against
National  Service :Life - Insurance
policies.. The 4% rate, the V. A.
estimated, means an. annual sav-
ing  of more. than $1,000,000 to
them. The V. A. said the new
rate is in keeping with the pres-
ent trend of interest. rates on.
policy loans made by commercial

‘life insurance companies.”

5 AT

| The Great Lakes

Incorporated

[ August9, 1996. ",

These Bonds were placed privately through.
purchasing them for investment. They have not been and are not hereby offered
for sale. This announcement appears as a matter of record only. *

$4.750,000

Limited ‘ :
First Mortgage Sinking Fund Bonds
3% Series

-The First Boston Corporation
McLeod,Young, Weir Wood, Gundy & Co., Inc.

the undersigned with cerlain inslitutions

Paper

Company

Duie 1966 -

TETLR i ol TP X P

gitized for FRASER
p:/lfraser.stlouisfed.org/




THE CDMMERCIAL & .F.INANCIAL CHRONICLE

",’I“hursday, August 15, 1946

By JOHN DUTTON

3 Sometunes it appears ~that this is- the ‘day and age of “gettmg

: ;thmgs :done .in .a“hurry.” “Why: /there is.need for so’ ‘much ‘speed
2no gne.seemgi.to know, but:the ladvertisements ‘promise all kinds of
“-short cuts; from- lcarmng~Spamsh in 10 ;easy lessons to methods of
ibul’ldmg your own:home-in a day and a “half. ¢

“During’ the -past year or'so- we: have been . asked our oplmon as
“fo the proper way to-train new lnen in the ;securities’ busmess ‘as far
‘as the selling end'is concetned. The way :it appears to.most. :prac-
«tical securities dealers with ‘whom we have discussed -the .subject, us
“that there isno “short .cut,” or an easy .way to success in this;busi-
‘ness. The first con51derat10n is always—learn  your (fundamentals,
Study, read, and fill “‘your mind: with knewledge:that. will .give you
“background material upon which you can form: judgments that: will
.prove sound and beneficial to your:clients. " Approach this' busmess
irom the only . true: bams <upon which’ any successful achlevement
; xan be erected; which is ‘an honest desxre to make a career out of
Jlelpmg people to protect ,and ;enhance theu' fmanclal wel.fare 01
dn other -words TO: LIVE BETTER.> ! = o tl
.How are.you. gomg ito -help people unless you know what you
are domg”’ How ‘can you’ Judge a sultable mvestment ‘i yOUu are- only
Jnterested An; selhng -something - upon wluch you can make :an im-
‘mediate commxssmn"
¢other: business: for that matter, if you'only ‘look upon it as 2 chance
‘o get ‘in‘on a lucrattve :source of income: and ride : the wave ;of pros-
perrty whlle 1t lasts, only to get yours:and get out at.ithe right: txme".
5 The. writer. remembers-his first - -days’in’the secur:tles busmess
mhen it all’appeared 10 be nothmg .more. than a confusmg conglom-
“eration ‘of terms, phrases and comphcatlons In those; days there
. mas Jittle help that was offered to a.salesman tbut one of the Jpartners
m ithat firm, who must have sensed the. gropmg "futlhty of the embryo
salesman icalled 'us iaside’and ‘said; “You seem to ‘be havmg 5ome
;rouble gettmg the idea of debenture ‘bonds through your head.” Our
xeply, 1was that we, were, having trouble gettmg everyth.mg mfo our
ahead That fmght the old man left‘a Moody s manual on Railroads on
~our. desk with a note which said, “Read. qm That was not the .best'
wvay to' train  salesmen but ‘it was -effective. - ‘After a few months
conﬂdence Dbegan to bmld up in the young salesman’s makeup), be-
{:ause he began to acqulre knowledge With ‘confidence you can move

~the World—you can sell anythmg—you .can win any battle—but, you"

- must ‘have conhdence that is. genume and that is. based ‘upon icon-~

. wiction: The only way you can: galn such confidenceis through study.,

: Some of “the’ reading ‘and study which we would undertake if
‘we were starting out to- make 2 career ‘of HELPING O’I‘HERS
.4hrough security salesmanship would ‘be:’ broad background readmg
-dn’ economics, ‘publications such as’the “Commercial and “Financial
Chromcle” every - week .from cover to cover, ‘several trade papers
mvermg ‘major industries viz: “Iron &. Steel,”, “Textﬂes 2 “Electron—
.dcs,” “Aviation,” “Machinery Trades,” “Building.? Also books on
:hnancxal analysis of corporatlons the manuals. of the statlstlcal serv-

'1ces and ‘even ‘the sound courses in, chart readlng, market move-
ments cycles ete.. The more you know: the . better, and if ‘you are
. going to be in the securities business for the next decade or so youwll

«meed.all:the khowledge you can get: And don’t: stpp——lf you are going
1o be a top man in this busmess you'll fmd out somethmg else very
soon——you have to be good: to stay there because there are too many
- that_have tried to coast on therr Jlaurels and: found out foo: late ithat
Lt couldn’t ‘be_done.. This.is one.business where youw can never stand
-still, 'stop ‘learning; ‘or rest on yesterday’s victories—it is a . young
man S busmess and a busmess for men who always stay young! v

T
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war were generally “pegged;Lhus,
as prices Tosé in'‘many countnes
due -toinflation, the" rates-of ex-
.change, ‘which ‘were not shifted to

-adjust «for ‘the pricetchange, no

longer served'ito equalize the pur-

chasing ;power parmes of the cur-—

rencies.  The ‘result. .was. 'that
United States 1mports from many
ofthem: Became difficult” if not,

‘impossible :and. that :there was an
-opportunity for exceptional spec-
[ ulative profits earned by forelgn

importers: on -our exports 1o many

-countries. "Where : prices -rise. .and

fall, the rates. of exchange must
be: allowed .10 yary :.proportion-

H ately with them if the import and

export position of a country iSL 10

e maintained. . . 0o

4 Importance of Sound Exchange'
-\ Rates'’

~ Unless rates of exchange are

‘establishéd 'by “the “Fund’ -which

‘will :permit nations ‘to*-export ‘on
‘a-large ‘scale, they will‘find their

-balance of payments out ‘of ’lme,

Fun: short “of: forelgn -exchange;
‘borrow-on the international mar-,

* {'ket; find ‘it hecegsary ‘to have ‘re4

course-to ‘the purchase of -foreig
rexchange from- “the ' Fund = -or
i 'mportnpro—i
grams LG
Before the depressmn of 1929,
when ‘the Fund: was hot-‘even > a{

nations of ‘the world ‘were on'the

gold " standard. 'The’ par ‘of ex-|:
change for such countries was es-|
tablished by the proportion” o
fine gold-embodied-in-their mone-
tary.unit-to that iembodied in'the
money :of :another-country. Thus,
asjlong;as a. country remained on
the. .gold :standard  and:-did -not
devalue.its currency; the par was
establlshed definitely. The. mar-

| ket rate .of .exchange could not

vary by more ithan a few cents
from' the established par,-thanks
0. .the operation of the gold
points.

+ The -gold- -points - were deter-
mined by - the’ cost, of - shlppmg
gold .which amounted to approx-
imately two . cents  for .each $5
worth;of gold shxpped These costs
included freight, 1nsurance, loss
of .interest while “in transit - and
loss in weight due to abrasion and
was, .therefore, subJect to..slight
variation. Two ;gold pomts pre-
vailed: the gold importing point
or the cost of bringing gold ‘into
the country, and the gold export-
ing point, the cost of shlppmg 1t
to foreign lands. ;

According to its” 19th century
standard, 'working  through "the

gold pomts, was, supposed to regu-|- ¢

late automatically .a: country’s{:
balance  of ‘payments,~ distribute
internationally the Lworld’s gold
supply‘and bring about an’inter-
national ‘level ‘of ‘prices. If a na-

1'tion ‘had an’unfavorable ‘balance
| of payments; the rate of ‘exchange

ifell “‘below ‘the “gold “exporting
point-and consequently- gold-was
exported.:This in :turn; according
1o /the supporters . of th1s itheory,
‘brought.about a diminished ‘sup~

fall in prices. With the ‘drop-in
‘prices, this'nation wouldibegin to
export - again, ‘thereby restorlhg
its .balance of payments; The. in=
crease .in prices which took place
indicated’ that it had.. originally
too large a.supply. of gold which
was corrected by the export of
the metal.”

The gold standard dld not al-
ways operate :to efféctuate these
results, It had, further, the grave
disadvantage : of 1nflex1brhty and

|-did . not adjust -itself .readily .{o

changes .in .a mation’s .economic

| pattern . or balance of . payments

‘position.” ‘There” was “truth in

| Bryan’s” “Cross of ‘Gold”  speech |

dehvered during the’ presxdentlal
campalgn of 1896, . ;

“The ‘rates vof excnange - estab-
lished ‘just before ‘and during “thell

dream, many ‘of the laiger: tradmg’

-countries,

ply-of ;gald in the:country and a.

El’fect .of ‘Gold® Standard
< Abandonment :

"Thé . shortcommgs of thé golcl

(starfdard became mcreasmgly evi~

dent during the 20th’ century and,f
during the® worldwide ‘depression

-which'‘began ‘in’the fall ‘of 1929,
it was abandoned by the ‘more[E
important-trading ' countries, It

was-found ‘that- the ‘gold ‘standard

‘with«its! automatic regulatlon of

the gold- supply,: prices’ and ex~-
change rates, left’ certain ‘'mone-
tary and.exchange problems:en-
tirely: outside!the :sphere of: con-
trol in the interest of the national

-ecanomy, Today, the power of ‘the
International Monetary . Fund ‘to.

make " unifo rm proportlonate
changes on the par yalues:of mem-
‘bers’"currericies, . under, Article,

IV, Seotlon 7 of the Agreement,

douhtless -means, that’ the, Fund
‘hds ‘the power to change, rthe world,

| price.of gold and thus contro], its;

cost ! and supply. The ‘price . of:
gold;- therefore; may “not  depend.

.any longer on market forces ‘alone

but will-be ‘subject tocontrol iny
the interest -of world trade, | '’
Dumng the depressmn, various

iations* attempted’ to' utilize|

‘means . now’ ‘inconsistent: ‘with'
Bretton Woods; such as’ monetary:
.and  exchange. contrals: and. ' cur+
Tency  devaluation- to " stimulate
their 'exports.”As soon ‘as ‘one na-

: 'tlon ~umderdevalued its-currency,

‘others followed suit,‘These . pro-
gressive devaluatxons, although'
‘they ‘were employed ‘to gain com~
-petitive’ advantage in world trade,
generally ireflected :a ‘genuine de-

¢ |.preciation of a depression- -ridden

currency.  ‘They = were . accom-
‘panied by other controls such as
-exchange hcensmg ‘and ' multiple
exchange rateés ‘as well as by the|
use of tariffs,,quotas, subvennons
and’ valonzatron schemes' de-

1 51gned to reduce imports and’as-.

sist in ‘overcoming the depressian
by stimulating domestic ‘industry.
Whereas ‘during‘the ‘depression
it ‘'was felt desirable ‘to ‘use ex-
change control to stimulate busi-
ness, during the 'war, -exchange
and foreign trade regulations were
almost ‘universally employed ' to
cope with ‘supply and shipping
shortages, fo prevent a’ drain ‘on
‘the" fiscdl- system, -as’ meang§ to’a
successful ‘prosecution of ‘the war
or'the maintenance of ia‘nation’s
neutrality.  Furthermore, the ‘role
of : government’ 4n plannmg and
economic control is now so- well
established /that few nations .de-
sire'to return to the old unlindited
gold gtandard; It is against such
a ' background - -of - manipulation
thatthe :Fund ‘must exercise- its
exchange ‘rate controls i

Problems of Mamtaming e
~Exchange: Rates . |
:Under- the: paper’ money stand-"
ards which -now prevail in most
the . imaintenanceof
rates of exchange presents many
‘problems. ;Unless the gavernment

‘theoretical | proponents, the gold {1

;controls ‘the  rates,ithere ,are no

gold :points to limit"the fluctua-
tions of the rate of ;exchange
which 'may irise : or “fall 'to - any
level.. Theoretically, the rate of
‘exchange under :paper ;money ‘i
‘supposed’ to :establishi:itself at . ¥
point 7 which - will ;maintain the’
relative ‘purchasing :power of the
Jdoeal::currency. It~ maintains the
rélationships between prices .and |’
-exchange! rates: which existed :at
a:base period when international
payments ‘were in’ balance, :The
purchasing: power parity ‘rate of
exchangeis ;one, then,~which . ad-
Justs iitself : ;proportionately for:
‘price -changes ‘which. oceur: ‘be--
tween . countries, :The; relation-
shipsof : prices is ‘maintained by
the fluctuatmns of the rate; of ex-
change. -

v In. practxce as: the Fund Artlcles
of : Agreement -tacitly recognize,
free market xrates of exchange do
not . .dlways :maintain- ‘the pur-
chasing power parity of a nation’s

ccurrency. .During -the 'periods .of
. .great iinflation which prevalled in.
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“New Exchange Rates—First Task

Secu"tws S“les’"“".s C‘"" "‘” 75"'*'70f Intemahonal Monetary Fund

“Europe  aiter’ World War 1, the :
/[ rates of exchange often ieil. iaster 2
 than’ prlces rose,’
1valumg many currenc1es
-undervaluation” gave = these’ ha- ;
tions a temporary’ exportmg ,ad— ;
vantage. However; in some’ cases, N
uropean ‘countries ‘were export=. .

thus under=
. Thig

ing goods' at:prices "lowér" than
their .:cost..of .replacement. Thus;

with “the proceeds of their .ex-
ports; - they ‘were ‘unable-to buy .
back -from ‘foreign nations a' sup=
ply of goods of equivalent ‘quan~ .
-during ‘‘the
astronomical * inflation, followmg ;:
"World War 1, ‘this “selling ‘out” -

tity; «In’{ Germany,

“process was known as ausverkau

'Thig -iexperience “indicated, and
ithe :Fund: agreement recognlzes, i

that “uncontrolled’ rates-:of "ex>
|.change, freely ‘established on’an
;open’imarket; .do not’ always ;es-

taklish themselves at:satisfactory .

Jevels. For:this .and ;other reasons,

- the-International Monetary Fund
is.empowered 1o :negotiate :appro= -
priate rates thh member coun- .

tries.-

Authority of Fund Over Exchangb: ;

’Rates !

The authonty of the I‘und over
exchange :ratesis large. The Ars
ticles -of Agreement Jrequire ; the
valuation of the curren(:y ‘of each
member ’in -terms’of’ gold’ o
United ‘States ‘dollars - of 15 5/21
grains of gold:9/10fin€. The Fund

is authorized to establish the mar= - °
gins - above ‘and’’ ‘below ! par for.

transactions -in gold by ‘members
as ‘well" as. sthe - ‘maximum and
minimum’  rates ' ‘for’: exchange
-transactions. The Fund:has:not as
yet: established ‘the’ margin ‘for
frading “in" gold. In ‘the case of
.spot’ exchange” transactions, how=
ever; the Fund Agreement Pro=
wvides that foreign exchange deal-
ings ;must-not ;vary :from par by
more than’ 1%. For all other ex-
change' " transactions, jthe - FFund
will* establish, ‘once it begins :op=
erations, margins which 1t con~
siders reasonable,:

As’ soon as-the Fund is ready
to start operations which, from

all indications will not occur he= |

fore this winter, it will request
the members to- commumcate the
par value of .their currencies and

give ithem:a period-of thirty. days g

in which-to reply. The .par values
to0 be communicated in this man=
nerare those which ‘preyailed.on
‘Oct. 27, 1945.. Members .whose
metropohtan territory has | peen
.pccupied by the’ enemy may he
.accorded .a delay1 in commumcat-
ing their par values.

%f a merrhber informs’the Fund
that .the rate of exchange pre-
vailing on Oet. 27, 1945, is un=
satisfactory or’ if the Fund ‘ad-
vices a  member, that  this par
yalue cannot be ‘maintained with-
out: causing an. exaggerated e
course 'to ‘the Fund’s  assets, ‘the
Fund and ‘the member shall ‘theh
negotiate’.a “suitable ‘par value for
the currency. If the Fund and- the

member ' .are ‘unable * to ‘agree

within a determmed perlod on a
rate satisfactory ‘to ‘the Fund, the
memiber will be deemed to have
swithdrawn -from *the  ‘Fund. A
member can only: buy ithé cur=
rencies of ‘other imembers from
the Fund when satisfactory par
values-have ‘been :established. -

‘If ‘a. member has: accepted the
Bretton Woods Agreement jon be-
half ‘of ‘one of its: territories, it
must -also send.to. the Fund.the
par values for ithe. ‘ourtencies .of
ithese . territories. The" Fund  will
then ‘compute :the ipar .value of
each territories’ currency. {Unless
separate _pars .are communicated
for the various territories, the par
of ithe iMetropolitan .currency will
be.held to be’the:par of the ter-
ritorfal .currency. .- it

.Further, the :members agree to
promote exchange stability, * to
maintain ‘orderly -exchange ar-
rangements and ‘to avoid competi-

tive : exchange alterations. ‘They

-also : agree - to’ permit -exchange “-
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‘transactlons ’between members at
3the rates estabhshed by the Fund.
“The par values of a’ member’s
‘currency .may  only be ‘changed
‘on the proposal ’ of the” member
fitself and after consyltation with
© ‘the ‘Fund. In' these ‘negotiations
‘the Fund must take into account
all changes already made ‘in' the
‘initial par values of the member’s!
«currency. If -the proposed. cchange,
~dogether - with ~all' ‘previous
"changes; does not"exceed 10% of
‘the ‘par value, ‘the Fund is not,
“empowered to .object.’ Tf ‘the:
change together ‘with _all ‘pre-

“vious ~changes, exceeds '20% ' of |

“‘the “initial ‘par value, the Fund
‘may either concur or, Within 72
.hours, ob]ect i

" ‘member ' may, however,?
wchange the par value of its cur-i
rency, swith . agreement . by thel
JFund, if the change does not .af-~i
fect the international transactlonsj
of the members. Further, the. Fund
must agree  to . the. proposed

“change if.it feels that it is needed |

o assist a_ nation’s economy. .and’
re%tore its “balance, ‘of - payments.
If a‘'member changes its _par value
thhout the. eoncurrence .0f ‘the
JFund, it becomes ‘ineligible-to. use
;the xesources, of the Fund. .
*_Uniform . proportional changes
‘in the par valuesof the .currencies.
of all:members may. be. made: by.
“the [Fund if, approved .by A ma-
;outy iof the total voting powers
of the 'members and - by:each:
‘member swho - has. 10% : or. :more
sof #he- tatal -of  the Fund’s .quota.
‘Howeyver, .any member ymay ‘pre-
went.a <change in -its.par-value if |
.it potifies ‘the. Fund within 72
“hours; Under ‘the -Bretton: Woods
sAgreement Act, Public Law 171,
.79th |Congress, : approved: July 31,
1945, no-change in’ the par- value
of ,the "United -States- dolar 'may
#be: made unless: specxﬂcally au
thorrzed by Congress ]

.ands Assets Based on.Gold -
r.Value ¢ .

In spite of any changes dn-the
.par or foreign exchange walue' of
Jmember currencies, 'the : Fund
.must imaintain the gold value .of
<its assets. If the par value .of a
umember’s currency ‘is reduced by
sagreement ‘orif; 'in"'the 'opinion
wof the Fund, its forelgn exchange
‘walue' has declmed ‘the’-‘member
~must pay-enough of its' own ‘cur~
.rency--to equal ‘the ‘reduction in
2the -gold- value' of its" currency
-held by the Fund, On ‘the other
-hand, whenever the par value of a
members ‘currency s increased,
vthe Fund is obliged to return to
-this’ member enough of its cur-
‘rency 'to equal the ‘increase in the
“gold value of its currency held by
-the ‘Fund.

Thus, the Fund, under its .Ar-
-ticles . of Agreement . pOssesses
“adequate. - power to vestablis
»workable ‘exchange rates.and the
~determination of ‘these .rates will
\doubtless constitute. its- most im-
-portant. initial stask, “The .rates
_finally established by -the Fund

are not only of basic importange.

1o all” foreign-itraders: but ‘also
_BeIve, -in _part, ‘to determine. the
. xecourse: Whlch -members may

~have to the. assets ‘of xthe Fund-

.dtself. ;
..dn the determmatlon of . these
xates, the Fund must seek’ a:point
. of 'reference: or :an:objective.
. Among several: alternatwes the
«two imost-likely ito-receive. con-
-sideration ' are':the icalculation 'of
~exchange'rates by the purchasmg
~power - parity “'method  or'"-the
“maintenance of 'the balance of
-payments method

Purchaxmg Pamty FE

‘The ‘purchasing:” power’ pamty
-mmethod attempts’ to compute ‘a
‘wate “~of ‘exchange" ‘which " ‘will
maintain -the * price” equilibrium
~existing ‘between “two  or :‘more
! countries during 'some ‘past period
-when their international payments

Lwere in” equlhbrlum Thus, for ]

“dnstance,-"if ~ the trade: between
“ countries A and ‘B ‘was in balance
-dn 1929," and -prices “fell faster in
“iCountry’ A than “in* Country B
- during the ensuing-years, the pur-

{|-into «consideration'the operation: of,

chasing power panty ,rate .of ex~,
change would "he "a .rate’ ,Whlch
changed . proportionally. . to. .this
‘price shift. The problem of. ,com-
'putmg such'a rate is,one of deter-

prices .and expressmg this rela-~
tive change 'in’ terms of a new
‘rate of exchange, .Since Jhe price
structure’of ‘any country .is. com-
_posed of many commodxtles, re-
course. is had to the use:of index
_numbers -of . prices whlch present
.an \average (of a given: type of
price level.

/The ':use:  .of - the purchasing
power parity method is subject to
‘many Jdifficulties .and !‘qualifica-
‘tions.. This method .does “not : take

-basic’ economic ‘changes such “as|
-shifts \in':a mation’s ‘trade pattern,
productwe 'capacity,’ income  dis-i
‘tribution; the introduction’ of new:
~products, changes ‘in demand and,

‘obtain -price ‘indices, adjusted-for'
handling ' ‘and ' 'shipping
‘which ‘are ,comparable between all
the, member ‘countries and “many,
‘members “do” not’ ‘prepare statls-,
‘tical . series ‘'which render such.
compatison possxble e

The questlon then .arises’ ‘of
-what price series,. among the many’
-prepared by -natiens;should ,bet
‘utilized? Should. retail, wholesale,’
-industrial . - :goods, '
|.goads, raw materl,als, seml-ﬁn-
ished :goods; - imported :goods -or;
Lexparted: goods ;among -the -many.
‘possible :price :series sbe utilized?,
‘Rates of - exchange sbased wupon;
‘price levels, 'which  are ‘but -aver-:
-ages, smay :not, for ‘a variety :of
‘réasons,’;;serve {0’ maintain sthe
‘payments of -a ination ~in :balance.:
All the :goods which ;are used in
"price: series' -do not: enter into
foreign ‘trade “and, stherefore, do

siderationg, such -as.controls over
the total volume: of! purchasmg
power; - black . .market:

phcate ithe problem

The ‘Maintenance of a Balance .of
- Payments

‘have .recourse ito -the ‘determina-

port, 1mport ‘and 'maintain their
payments iin ‘halance — the bal-

.exchange srate ‘determination at-
tempts {0 ‘maintain balances of
‘payments. in . equilibrium despite
shifts in: “international! pnees,
changes in national economies and
trade patterns. It differs from the
purchasing power parities method
in «hat it ‘does: noti:attempt to
compute .a'rate which adjusts-for
price movements ‘in."‘general--on
any two .ot more markets ‘but ad-
justs only the prices of those goods
which ' enter ‘into ‘foreign trade:
A’-balance’ of payments ‘rate 'of
-exchange iis"one ‘which permits a
country to .export its surpluses to
its’ forelgn markets, ‘import  its
requirements from abroad at ‘the
same ‘time mamtammg 1ts forelgn
trade in balance. '

“The determination of these rates
w1ll Anvalve studies of the quan-
tities and values of .past, present
.and .prospective ; commodltles en-
tering into the foreign. trade .of
member’ nations.” It must, under
present circumstances, takeinto
account. related  factors such as
foreign ‘trade and exchange con-
trols, as well’ as national .desires
to mamtam face-saving rates, An
.accurate . balance ' .of _payments
rate of exchange will not nheces-
-sarily permit a country to export
or.import all .the .commodities -it
may, .desire sbut ‘it :will -allow. a
maximum of -foreign ‘trade, under
the .conditions which - prevail, :to
take 'place. .For ‘some countries,
with ‘largely agricultural - econo-
mies.and .but.few exportable :sur~
Dbluses, -the: determination of rates

is .comparatively easy. For hlghly
industrialized nations such ‘s the
United States, ‘Great Britain and

Anining : the relative .changes  in||

:supply, It is further necessary tol

costs,i|

agmcultural ;

not need to betaken into account'
by an exchange rate. Other con-

prices,
‘monetary: reforms further .com-~

tion ‘of . the .rates' of exchange
which:will .enable countries to ex-

ance :of payments approach. The.
Jbalance .of . payments imethod ‘.of

France importing and exportmg
a w1de wvariety of commodities and
‘products, ‘the .establishment. of -an|
.accurate . rate | will ' require -the
most careful study, - :

: Informatmn Requu-ed

In :the ;work :of :exchange rrate
determmatlon, ithe!Fund may re-|
quire members to furnish all the,
information needed for such:a cal-!
sculation. Among others, the Fund,
-‘may: require members to’ ¢furmsh’
«data covering the followmg items: i

‘1.Price ‘indices, ie, indices of:

commodlty prices in whole-

‘“sale ‘and retail .markets and
-of .export and import prices.’

.2, Total exports and :imports iof

merchandise, in:terms of local

' ieurrency values, according o/

¢ tcountrxes of destmatlon and

arigin,

; 3 Gold exports: and 1mports ac-

: cording to.countries of destin=

ation ‘and - ‘origin,

4.Tnternational balance of ‘pay-
- ments, mcludmg (@) trade in
goods. and. services, (b)..gold
transactlcms, +(¢) known.cap-
;ital transactlons, and (d)
“other. items.
5.Buying ;and : gelling rates ior'
. «.fexreign. currencies.
6 International investment posi-~
Ation, i.e;; jinvestments “within
the terrltones of ‘the ‘member;
‘owned - abroad ' ‘and ' invest-
“ments abroad owned by, ‘per-
" 'sons in its territories so “far

‘as it is possxble 10 “furnish
" this ‘information, =’
e Production of gold.

e 5 Official and other holdmgs .at
home and abroad,.of ,(a).gold,

(b) foreign exchange ;

‘9 National iincome, :
‘The accumulation of ithese data
by the Fund will bring itogether
in'one place a }arger body of facts
on foreign exchange than has pre-|
wviously ‘existed. Tt will not ‘only
assist the Fund in'its problems of
exchange rate determination; but

/|'provide this institution with’ de-
| tailed ‘knowledge -of 'the ‘foreign

trade and “international financial

; | position of member countries. The
iFor:these reasons the Fund mayi

Fund can, therefore, ‘act ‘as a
ccenter ‘for ‘the ‘collection ‘and : lex-
change of ‘information on mone-
tary and financial jproblems. The
Articles:of Agreement: permit:the
Fund to-prepare studies designed
ito assist . members:in the develop=
ment.of policies :which further the
purposes .of ‘the Fund. :This serv-~
ice should ‘'prove of subst‘antxal
ald to foreign traders:

Effect of Exchange: Control

In ‘some circles it"is felt that
the Fund will circumscribe and
narrow 'the market for foreign
‘exchange ‘and capital movements;
Its critics ‘hold ‘that its .activities
will' replace the’ institutions .and
practices of free enerprise by the
controls-of an international .gov=

view s not well founded.

began :in-:the :fall .of 11929, <the

movements-have:been increasingly
«controlled :by governments.: These
controls: reached their:climax 'in
the ‘wartime powers:.exercised by
belligerents (and  :neutrals :alike;

way: of iforeign, trade ‘and ‘were

economic warfare rather-than as
devices to facilities:world trade. -

" The ‘problem ‘today ‘is ‘thus not
oneof free exchange versus: Fund-~
controlled : exchange, but one of
freeing the world of foreign trade
from ‘the fetters of government
imposed ‘‘discrimjnatory and - re-
strictive practices, In' liberating

not- likely, ‘if ‘indeed we [can_ at
all, return‘to the foreign exchange
practxces in effect before ‘World
War I. The problems and com-
plexities of modern..conomic life
permit no such easy .solution.

our Dbresent practices lies ‘then .in

the ' direction of mter-govem-

i| tive “to  present and alternative

~i| tion.

emmental body. : This :point : of

~Eyer: since:the, depression whlch A

foreign  exchanges. . and -c.apital

They placed large barriers:inithe | /| |

usually: designed - as ‘weapons. ;of

us from these restrictions, we are|“}]

The most.feasible alternative to | -

mental cooperatmn as envisaged
by:the Fund. The Fund will guar-
antee the greatest freedom pos-.
sible, under present world condi-'
tions,”in foreign ‘exchange. and
capital movements, It will, rela-

practices, ' facilitate \exchange
transactions and serve to maxi-
mize foreign /trade.” Modern man
his governments are no Jonger
willing to risk the. determmatlon
of rates of exchange to the vagar-|
ies of free market trading for they!
have 'learned ‘that such ‘free rates
do not always mean maximum
trade,‘ ‘employment -and produc-

JFuture Exchange Speculation

‘ Trading, or speculatlon, .on the
foreign exchanges is likely to play
a smaller role in foreign trade

f financing ‘than. under the 'gald |

standard, ‘Previously, rates of ex-
change were established by mar-

‘| ket trading in ‘foreign .exchange.

They will now. be determined by
member'  negotiation = with . .the

‘Fund. The limits to swings of ‘the

‘rate of .exchange, now -‘that ‘the
action of the .gold ,points ‘has dis<

,appeared, is’ controlled : by ' the

Fund agreement, Without govern-
ment-controls, under ‘the -prevail-
1] ing ‘paper ‘money ‘standards ‘there
‘were no limits to 'these swings,

“We will, -nevertheless, ‘continue
to have'a market in 'forelgn com-
‘mercial and :ﬁmance “hills. and-for~
eign’traders will ‘be able, to ‘hedge
their ‘operations ‘muchas hefore.
‘Since ‘there ‘is nothing express or

. /|implied in the Fund Articles ‘of

Agreement which = prevents it
bills of exchange ‘can’be ‘bought
and sold as formerly with far less

.|'speculative risk, thanks 'to the

limitation = placed on ‘exchange |
fluctuations. . Variations in .the
rates of interest .on bills are with-
out the pale of Fund ;supervision,
and will be allowed free play:
Thus, financial - institutions’ will
be able to employ ‘these instru-
ments for the 'investment and
movement of funds and continue
to make a profit through discount
rate differentials.

The .exchange rates established
by the -Fund will -eliminate some
of :the -speculative . features - of
foreign trade financing. However,
they.permit the foreign trader and

financier to . continue, as hereto=

fore, to-eliminate risks due to.ex-~
change -and ‘interest -fluctuations
by thedging, shifting the risk to
the professional speculator; thus
Jleaving him free of ‘these hazards
to:carry out the:basic work: in his

‘| business. :The trader ‘and specu-

Jator in;:foreign exchange will ‘be
able, as inthe past, to effectuate
their - transactions ‘‘through “the
usual .channels,

The ‘United States will ‘be rep-~
resented ‘on the ' ‘International
Monetary Fund by Mr. Harry D.
‘White, ' Executive Director, and
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‘Mr.:.George Luthringer, Alternate '

‘Executive ' Director. ‘These - offi- *
cials -must .consult with the Na-
tional Advisory Council on Inter=
national ‘Monetary and Financial °

Problems : established -under the

Bretton Woods Agreement Act.on
questions relating to jrates of .ex~
change. 'The National Advisory
Council is composed of the Secrew
tary of the Treasury, Chairman

,.and the Secretaries .of the .State
.and, Commerce, the :Chairman .of

the “Board ,of .Governors -of the
Federal Reserve System and the
Chairman - of . the :Board ' .of

'Trustees ' of the" Export—‘Import

Bank of Washington. b

‘When the Fund opens .its doors
for: business, ‘which should take
place - next winter, new .rates of

.exchange will .be established with

all. member foreign countries, The:
determination .of .these .new rates.
should go_far:to eliminating.some .
forelgn Arade difficulties and pave:

opportumtles

Presxdent Addresses i

Air Force Dinner 5

President T ruman, together ;
with members ,of his . Cabmet and
highest Army ,and Navy . leaders,
attended a dinner on Aug.1 given

|| by ithe Army. Air Forces in honor

of -the ;39th anniversary of its for~
mation, :Speaking informally, the"
‘President told. those present that
this.nation is: not ;seeking ito ;gain

'POWeEr, | reparatxons or terutory :
from her. wictory . in “World "War '
LI, .that .the: United .States iwants

to grind.” ' Reminding his audience,
which consisted mainly of sever
hundred Air Force officers, Avet-~
.erans of ‘both ‘'the European and
Pacitic theatres of war, that al-
most a year has passed since V-J
Day, ‘the ‘President, according to.
Assocxated ‘Press 'Washmgton ad-
wvices, said that he wants ‘to see
ithe United .States take the lead-
.ership iin the cause of peace in
.the same spirit shown in winning
:the war.: “If you haven’t the heart
‘and the mental stamina to winthe
peace,” he said, “winning the war
doesn’t ‘mean too much.”
The - Associated Press further
said:
Mr. ‘Truman added : that . he
wants to .see .the American. .pro- .
.duction machine become the same:.
force for winning the peace ag it
was for winning the war. .. .
‘Mr. Byrnes, the ‘President . sald
is in Paris in .an .effort to get
started on the road fo winning the
peace. Mr, Truman said it is .es-
sential, "however, that the United
Natlons have a ‘police force’”
capable of enforcmg “that peace.”
The 'U. N. “won’t get anywhere”
without such a force, he said.
“It’s up to you to maintain’the
morale for peace that you. had in
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Co-'l'rusteeslups

Oluechonable’

(Continued from page 883)

‘In the scale plan, or basket, on
your right, we will place the posi-
tive - elements—those which ' we

find favorable. In the pan onyour|:

left, we will place the negatives—
those which’ we find ‘objection-
. ‘able. " When we -are ‘done; if our
analysis has been correct, the arm
of ‘the ‘scale will indicate which
has the greater weight—and there
‘will be the answer to our problem.,

Before going further, I should
say that I will draw no distinction
between “Co-Trustee” and “Man-
datory Consultant” trusts. The
term ‘“‘mandatory consultant”. re-
fers to a third person, with whom
the ' trustee - must . consult, 'and
whose approval ‘must be:secured
before the trustee may take: cer—
tain ' action proposed by’ it. Le-
gally, of : course,” there 'is a 'dis-
tinction between a’ co-trustee and
a consultant; but the elements are
substantially the same so far as
our chemical ‘experiment 'is con-

cerned. We will : classify - both

‘types of trust under the general
term *Joint Control” ‘trust.
’ 'We are ready now for the first
“step in our experiment. This is
‘fo’ be an analysis and measure-
‘maent of the motives ‘of our trustor
—what he expects: to accomplish
‘through a joint control trust. Cer-
tainly the purposes of the trustor
are a positive element to. the ex-
tent of the weight that should be
given them.  We apply a chemical
.- reagent to these objectives, ‘and
. find that they separate themsleves
iato four general classes:
. First: . Along with . the many
advantages of corporate trustee-
ship, the trustor wishes to ob-
- tain the benefit of the special
knowledge: and ability of some
. individual as it may relate to
- his  own estate. That individual
~'may “be his: partner, or a-key
i;-man in his business, or it may
- be an officer or director of a
corporation in which he owns
. a’large block of stock. It may
.~ be an:investment broker who
. has served him satisfactorily, or
an expert in some other field.
. The trustor himself may wish
{0 retain a voice in the manage-
- “ment while he lives, or he may
.- want to appoint some intimate
. friend or relative to have a
. voice in fixing allowances ‘for
his beneficiaries, seeing ‘to. their
b ,welfare, and assxstmg the chil-
" gdren in securing an education
and  becoming established in
- business, We will call this the
element of “Specxahst Appomt—
~ment.”
Second: He may feel that hlS
. widow or son will regard the
" appointment of a trust company
. As an indication of lack of con-
. fidence in them,-.and therefore
~designate one or hoth of them
“.'as co-trustee, to save any such
fancied indignity, In this group,
- too, is the trustor who appoints
. his’ son co-trustee - with:- the
thought: that “it will be an'ed—
~wcation to him.” We will term
" this ' the 'element of ' “Family
“ "Appointment.”’ -
o Third: *Although reasonably
- satisfied with the value of trust
+( company  management, he. feels
. that' the . association :of ..some

“ ‘pusiness 'or professional man. in-

% the trusteeship may give added
- mssurance . of - the  satisfactory
A handling "of ' the trust.” Usually
“-such an-appointment is made
. with the rather vague idea that
i the" principal  function: of the
% ‘individual will be to watch the
“ statements and reports of:the
v .trust company rather than to

fake a partciularly active part

~in the management.  In most in-

i stances the  appointment ‘does
not result from any actual lack

" of confidence in the trust com-
Y. pany, but occasionally it may
" be made for that reason.  This
| element we will. designate the
' #Censor Appointment,” bear-

ing in, mind- that we have two

. types — the Neutral” ' censor,

i, and occasionally the “Mistrust-
t ing” CENSOLL 1oLl i ity

©* Fourth: He may use the ar-
“"rangement . with the . secret
. thought that it will result in a

saving "to_his: beneficiaries by

requiring 'a  division: of the

trustee’s fee with the members
of 'his family ‘who ‘act as co-
~trustees.; This we will term the
“Bargain Price ' Appointment.”
We now have the first four
compounds to be used in our ex-—|
periment.  They “are all of the

same character, but of different/

atomic' structure. : Therefore, we
can measure them only one at a
time. First, let: us put the “Spe-
cialist Appointment” element: in
the right-hand pan. The scale
immediately: tilts in ‘that direc-
tion. Obviously, this element has
some weight, but' we have yet to
determine whether it will counter-
balance ~the ' negative . features,
which ‘are to ‘be ‘the subject of
the next 'step in our experiment,.
These negative elements are the
difficulties  trust’‘companies find
in the administration of joint con-
trol . trusts.. They may be: sum-
marized thus:. .
:-1,- The .trust company is . con—
cerned about its. liability.

2. The compensation in: inade-

quate when the fee must be. d1—
v1ded with the co-trustee.

:3. Such trusts are cumbersome
and inefficient to administer, and
are costly ‘both to. the trust in-
stitution  and to the trust estate
itself,

These three elements seem to
embody a good deal of weight.
We put them into the left-hand
pan. The: needle swings violently
to the negative ‘side. But we are
not finished with our: experiment.
Our next step is to throw a pene-
trating 'examining ray on these
negative elements. i

First, we will focus it on the
habﬂlty ‘factor. -There is no ques-
tion but that duties, and hence
liabilities, arise in a co-trusteeship
that do mnot exist: when a single
trustee has been named. ‘They are
based upon the obligation of the
trustees  to act in’ unity, with
neither delegating duties to the
other, and with each supervising
the acts of the other. The law
books abound with cases concern-

ing the liability of .co-trustees. I

think that perhaps this concern’as
to our added liability is traceable
largely 'to‘a’‘misconception of the
nature of many of these cases. On
analysis' it ‘will. be found that a
very considerable number of them
arose because one trustee; either
through negligence or actual dele-
gation, permitted the other to per-
form acts which resulted in a loss
to the trust and were found im-
proper. The result, of course, was
that. . the negllgent or - inactive
trustee . was  jointly ' responsible
with the one who was guilty of
the wrongful act. It does not seem
logical that trust companies need
have much fear as to this type of
liability, because it is their almost
universal policy to take over the
actual possession of the assets—
to 'do 'all 'the bookkeeping—to
make the security reviews—and
usually, ‘to.initiate the acts for
investment .changes. When  this
is'done, there is small opportunity
for ‘the co-trustea’ to commit: a
breach which was made possible

. by a delegation of authority or

negligence on the part of the cor-
porate-trustee, If anyone should
‘be concerned. about this liability;
it should be the.individual-who
performs none of the mmlsterial
functions at all, and often is en-
tirely inactive unt11 called upon
by the trust. company to approve
a particular proposal.

Of course, we. should not take
it.for granted that a trust institu-
tion has. protected itself against
all  liability 'as ' a. co-trustee by
doing these things. The point is,
that this: procedure is protection
against.the type. of liability with
which a great many:of,the cases
have been, concerned. .

The principal additional expo-
sure of a trust company acting as
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‘co-trustee "arises in those cases.
where it makes a recommendation
which, for-some reason, is not ap-
proved by its associate. The courts
agree- that' the trust' company is

not protected: in- being 'a*“good.

fellow” and deferring to the judg-
ment of theindividual 'if his de-

cision should later be determined:

to ‘have been improper or 1mpm—
dent,

. This' may not be as: serlous as
it sounds. It is to be expected that
. there will be differences of opm-
ion:between co-trustees: It is; in
fact; evidence that they are all

,takmg an active part in the man-

.agement, . If there were no such
disagreements, - there would ‘be
little -point "in having more than
one trustee.” If the act proposed
by the corporate trustee is one on

which there can be an honest dif-|:

ference of ‘opinion. there should

be no liability if the trustees cor-|j

clude to be guided by the judg-
ment of the individual, and such
judgment was honestly and pru-
dently arrived at—event though it
may later prove to have been the
less' advantageous course. When
a situation does arise in which the
trust company feels that the posi-
tion ‘of the “individual trustee
would ‘not be upheld as prudent
judgment, it “should, of course,
have recourse to the court for in-
structions:

It is worthy of suggestlon too,
that there may even be a buffer
against liability in the presence
of an individual co-trustee. When
the trustor has himself designated
a business associate or. close friend
or member of his family to share
in the management of his estate,
there may well be a greater hesi-
tation on the part of the benefici-
aries -in criticizing acts of ‘the
trustees: than would be the case
if an independent financial insti-
tution  had done the identical
things ag sole trustee. '

We must not dismiss the subject
of liability too lightly, but I thmk
that we sometlmes become in-
clined to see’ “ghosts under the
bed.” Certainly, the hazards in
joint control frusts are too little
different from those of sole trus-
teeships to cause us to shun them
for that reason alne,

Our  element: of llablhty stlll
exists, but I think that under the
beam of our examining ray its
bulk has been somewhat lessened.

Let us now turn the ray on the
second.megative element-that the

scompensation ig inadequate where

a division of fees is necessary, To
me, there is a very obvious an-
swer to. this, and that is that a
trust company has no one but it-
self to condemn if it accepts busi-
ness which does not provide ‘ade-
quate pay for its services, In those
states where trustee’s fees are not
a matter of statute, there is no
reason at all for a trust institution
to accept a joint control account
on any basis which does not give
it fair compensation, I appreciate
that many trust companies are op-
erating under statutes which defi-
nitely limit the amount of the
trustee’s’ fee, and'that in. such
states, the common pracnce where
there ‘are co-trustees is to require
this fee to bedivided on the basis
of the services performed by each,
There'is mothing, however, in any
statute of which I am aware, to
preclude a testator from fixing ‘a
fee on a different basxs than that
set by law.

Most - trust compames now
strongly recommend ‘in'their ad-
vertising,” and in  their - contacts
with their 'customers, ‘that wills
under which they are to-act as
fiduciary be reviewed with them
while the testator is living. The
primary: purpose ‘of this review is
to see that the trust provisions are
workable, and that they are ac-
ceptable ‘to the trust company.
There is no reason. why the trust
company should not include in its
“Check List” of requirements, an
adequate fee provision. There is
neither moral nor legal obligation
to accept a fiduciary appointment
under a will which. was not subr
mitted to the trust company be-
fore .the death of the testator, In
my opmlon there 1s no more rea-

son to accept a trust under such a
will; ‘'when ‘it does’ not provide
»adequate fees, than ' there -is to
accept' a trust which' has some

‘other * unworkable or objectxon—

able provision. @ -

Occasionally ' we' accept a sole
trusteeship-at aninadequate fee
as ‘a - ‘matter of public; or local
policy.If ‘'we accept' a Jomt con-
trol ' trust in which it’is obvious
that we will not be properly com:-
pensated, I think that such action
should be charged entirely to pol-
icy: expense;  and:that the joint
control trust should not be con-
demned because ‘the fee is not
enough,”

Without makmg use of our
scale for the moment, it seems' to
me ‘that - this negative‘, too, has
lost weight under our treatment.

We will now focus our examin-
ing ray on the final point of ob-
jection—that joint control: trusts
are difficult, and costly to. admin-
ister,. This seems to have, the
greatest specific gravity of any of
our negatives. The first thing we
note under the ray is that so far

‘as our routine administration is

concerned, the expense and:time
involved are no different than in
the sole trustee account.. We do
the same bookkeeping, collect in-
come, make security ‘reviews and
submit -statements exactly as if
we were acting alone. It is only
when we require ‘the approval of
our co-trustee to'a recommended
change of ‘investment or disposi-
tion ‘of property: or similiar dis-
cretionary‘act’ that there is any
possibility of delay or additional
expense. ‘In the great majority of
cases, ‘this approval 'is' obtained
by -the simple writing of ‘a letter
to our associate, who endorses his
approval on'a’duplicate of that
letter-and returns it to’ us. Here,
a delay of a day or so occurs and
we . have the expense of writing
and mailing a single letter,  Cer-
tainly this is not too:serious. -

Unfortunately, all transactions
requiring the concurrence of both
trustees are.not concluded this
simply. - Sometimes ‘our associate
is- traveling, or is ' careless and
slow in replying. Sometimes he
may be’ merely obstinate - and
wants “to. be shown’ before he
signs. He may be a habitual dis-
senter who finds fault with every
proposal at the outset' (although
he usually - finally concurs, and
later takes credit for any advan-
tage resulting to the trust). :
“'These  'are 'unfortunate' and
sometimes ‘unpleasant situations,
I'believe, however, that they are
very much in. the minority; but
as in all human affairs, they: loom
much larger ‘in our minds than
do the many cases of pleasant
associations with co-trustees who
act promptly and intelligently. In
our own trust department, we ad-
minister a number of joint control
trusts. The great majority of them
proceed as smoothly and satisfac-
torily as the cases where we act
alone, yet the common reaction of
our trust officers to joint control
trusts is colored by the two.or
three cases in which the individ-
uals are slow or difficult to deal
with, I should like to suggest that
you make a quick mental review
of the joint control trusts admin-
istered in. your own department,
and then weigh those in which
you - have'’ gooperative’ -trustees
against those in which ‘you have
recalcitrant ones. I 'believe you
will be surprised to find that the
former constitute the great ma-
jority of these accounts.

. ‘Perhaps our discerning ray has
not greatly reduced the weight of
this negative element, but without
returning ‘it to he scale . it ‘does
seem to me that it has lightened
somewhat.  Now, we will return
to the left-hand scale pan all our
negative’ elements in" their new
form.  We find that they are no
longer heavy enough to outweigh
the “Specialist Appointment” on
the right side. The indicator turns
to the right very definitely. We
have completed the first: step of
our . experiment, - and from  the
strong: posmve reading can' draw
our first-axiom: “Given a. co-
trustee.. whose :knowledge :: and

Gibdorr gl

traimng can contnbute to the ad< i
ministration: " of - the . trust,’ and
given adequate ‘comp‘ensatlon,
there is no reason to discourage
a joint control trust. Rather, the
wishes “of ' the 'trustor should be
respected, and on . occasion we
might “even -invite such an ars.
rangement,” =

Now, ' let 'us “substitute 'the
“Famlly Appointment” motive on
the positive side of the scale in
place of our “Specialist” Appoint-
ment” element.” The needle wav=
ers, and  finally comes to rest
showing 'a" perfect balance.  The
favorable and the unfavorable ele-
ments  offset - each other. 'From
this, it is manifest that considera=
tions other than those which we
have already mentioned may well
be the dominant factor in deter—
mining “whether to encourage or
discourage such trusts.” Such ele«
ments ‘include the nature of the
assets, the value of the estate, the
terms of the trust, and the tem=
perament and ability of the indi<
vidual who is to be ‘our associate,

From this, we may draw our
second axiom: “Given a co-trustee
who is appointed for family rea-
sons, and given an adequate fee,
the advisability of encouraging or
discouraging the joint control trusg
depends upon factors affecting the
particular case.” -

Let us leave the scale in balw
ance for'a moment while we ex-
amine a new element. We will
designate it “Form' of ‘Trust In-
strument.” A properly drawn will
or trust agreement creating a joint
control  trust ‘can ‘solve 'all the
major objections to such accounts.
The law ‘permits an. apportion<
ment of duties and 'liabilities be-
tween trustees, ' A well-drawn
trust instrument can take full ad«
vantage of this principle.

There is no reason why the in-+
strument should not provide that
the corporate trustee should have
possession of :the .assets. should
keep ‘the books and collect the
income and principal - payments.
There is no reason why the in-
strument should not say that the
duties of the indivual trustee are
limited to participation in the in-
vestment ~supervision, or in the
real property management, or to
a particular investment in the
portfolio. There is no reason why
the instrument should not specify
that, in the event of a disagree-
ment, the decision of a designated
trustee  should govern, and  that
the other should be under: no: lia«
bility for abiding by that decision.
In short, every serious problem in
the administration of a joint con=
trol trust can be met by a skill«
fully drawn trust instrument. An
excellent study of such provisions
has been made by Mr, Gilbert T.
Stephenson, and constructive sug-
gestions along the same line are
made ‘in a‘: Graduate School of
Banking thesis by William F.
Lackman of the Guaranty Trust
Company of New York. Both of
them  are available through the
library: of the Trust Division of
zhe American Bankers Associa~

ion, ‘
" 'The element “Form of Trust ine
strument” obviously has consider«
able weight, ‘As it is d positive
factor, we will place it in the scale
along: thh the “Famxly Appoint-
ment” = element. Our ! indicator
again turns 'to the favorable side.
Before drawing a conclusion froms :
this, 'we will substitute the “Cen<
sor Appomtment" element in ‘the
right-hand' pan in place: of the
“Family 'Appointment”: one.: The
“Censor Appointment” ‘is a.trifle
lighter, - but - the - indicator still
shows an affirmative result.. We
discovered  previously that there
are two types of “Censor Appoint-<
ment’” motive. The ‘one we have
used -in this experiment. ‘was &

‘| “Neutral” censor from a-case -im

which . the -trustor: appointed : his
attorney .with: the idea  that -ig
might.do some good, and couldn’{ -
do any harm. It was not made be-
cause. of any ‘lack of: confidence:
in the, corporate trustee, Since we:
do not-have the time to:continue
our tests this afternoon, I. will telll
you that I have discovered in my"
prellminary expenments that if :
YJ b PAES b iy W %
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we have a “Censor Appointment?”
which is'made because the trustor
does -not "have | complete ' confi-
~-dence ' in‘ the trust company, a
very much-different reaction ‘oc-
curs’ when we attempt: to com-
pound these elements. The result
is an extremely volatile combing-
. tion, creating ‘great heat, and often
Aactually bursting irito flame, -
¢ From the results of our meas-
Arement of the “Family Appoint-
ament” and “Censor Appointment,”
Wwe' draw our  third  and ' final
axiom: “Given a properly.drawn
Arustinstrument . defining ' the
duties and liabilities of -.each trus-
tee, and with a fair compensation
provision, there is mo reason to
discourage a joint control trust,
even though the individual is not
selected primarily for some spe-
cialized management purpose, un-
{gss the individual is designated
-because of a lack of confidence in
.the corporate trustee, In the latter
event, acceptance of the appoint-
Jnent is unwise and it should be
declined, ...y 0
I will not attempt to weigh our
fourth objective, the “Bargain
Price Appointment,”. because 'in
my research I found that it is in-
compatible ‘with the other ele-
ments we have studied. In fact,
it loses substance entirely when
compounded with the elements of
2 well-drawn trust instrument and
an appropriate fee provision.
This, then, completes the ex-

periments in our imaginary- labo-
ratory.. I have no. illusions that
anyone will leave here with new-
born enthusiasm for joint control
trusts.. I hope, however, that you
will concur with my theme—that
the usual objections to such trusts
are not insuperable, and that in
many cases the motive  of : the
trustor is a sound andlegitimate
one and should be respected, Ex-
cept in those cases, I do not sug-
gest that we need encourage joint
control, appointments, but I can
see no reason to discourage a po-
tentially profitable and. attractive
case which is offered to us if we
are willing to.accept it on a co-
trusteeship ' basis,  if . it ; tips :the
scales favorable in: tests similar
to those we have: conducted  to-
day. It would, indeed, be helpful
if we could actually measure each
such proffered appointment with
the scientific: precision which::I
have'attempted to paraphrasé in
my talk. ' Until, however, our
scientists perfect a ‘device which
can mechanically appraise the in-
tangible elements of human af-
fairs; our substitute for the ¢chemi-
cal balance must be the scale of
good judgment, and the weight to
be given the elements must be
measure on that scale. I believe
that in the application of the good
judgment standard of ' measure,
the axioms we have established
will be found to hold-generally

true.

Differential Wage

f-Ratesj

.Sonal abilities of the various bor-
:xowers. Land and buildings would
xent at different rates varying
swith the ability to pay of the dif-
ferent tenants. Subjected: to fact
finding, the customer would be
_required to. open his books so that
- the grocer, or ' perhaps, a “fact
- finding board,” could. determine
“his ‘ability to pay for:butter and

eggs. The man seeking to rent a
home for himself and his family
.would submit his books of income
and  expense 'to the prospective
-Jandlord, or to the board.

' This whole process - would of
‘course be entirely lacking in prac—
stical standards, fantastieally cum-
.bersame and complicated, and ut-
.terly:~unworkable, - Fixing price
.ceilings - by government - edict,
.tough as that task is, even in the
.minds of its proponents, would: be
only child’s play compared with
the task of setting on each prod-
.uct a separate price for each pur-
chaser, ki, .

.« Probably few persons would ad-
‘yocate any such method of deter—
. .mining the rate of interest, the
rental of land and buildings, or
“the prices of goods and services
generally, Would a wage system:
‘involving a separate price for each
.buyer of the services of labor be

?n}; more logical or work any bet-

.ter?
' The contrast with the operation
-of the free market is brought out
by .the very term used. “Ability
‘.to pay,” only recently introduced
<into the language of .wage theory,
... has long-been a technjcal term in
~;the field of taxation. Here it has

i .. been used to show the difference

.~ between a-certain method of de-|
- ~termining each persons’. tax pay-
.«ment and’ the method - by. which
;s the ‘prices of goods and:-services
- xgenerally. are ‘determined.  The
- ~advocates of taxation according to
. ability 'to pay argue that, whereas
.one pays for:goods:in general the
. prices set, alike for all,in the com-
... v petitive market, taxation is not to
‘:be regarded as paying a price for
' :government . services—what - the
»services are worth-——but should be
-on an entirely different basis; i.e.,
.“the citizen’s ability to pay.” .
«-It-is ‘the function of the free
“market to determine the prices of
~goods and services and‘ so to in-
‘duce the producers to bring forth
.what " the people desire,. so that
{there may be the miaximum pdassi-
-ble satisfaction of human wants.

| preneurs.

Lead to’Statism

(Continued from page 883) ... ..

Wage rates which are determined
by demand and supply in a free
labor market help to guide work-
ers into those lines' of ‘effort in
which their services will produce
what consumers (inclading work-
ers. and - their . families) ' most
want.  Fixing wages on the basis
of the employer’s : profits  intro-
duces' an entirely ‘different’ prin-
ciple. It puts wage rates out of
line with prices generally and
destroys the operation of the free
market: e

Free Markets Prevent Special
w0 Privilege o

Under a-free labor market, dif<
ferent wage rates for the same
kind of labor could mot long exist.’
Differential wage rates would be
self-defeating. ;
ow'To see how ‘this' works, let us
imagine 'a community in! which
wage rates for a certain grade of
labor  had . been: ‘established : for

nis ability to pay as measured by
profits. There would be just about
as many different wage rates ‘as
there = were employers. Some
would be quite high, because the
'particular enterprise had been or
was expected to be very prosper-
ous. ' Some would be very low,
paid - by  the  unsuccessful entre-
And  there would be
‘wage. rates - scattered - along : the
scale between the highest and the
lowest, . : :

- Now:what would happen-under
a free labor market? | Of course
those getting the low wages would
be dissatisfied. Some would strike
for higher pay; others would .ap-

pay high.wages for-the.same kind'
of -work, The. low-wage  firms
would ' find ' that ‘they could: keep
their | Wworkers only. . by raising
wages. . The. high-wage . concerns
would ‘see.that they:. could lower
wages and still get all the workers.
they:wanted. =0

After considerable milling
about,, an equilibrium  wage rate

same for all. workers doing the
same kind of work, each employer
could. ‘get all the workers  he
wanted, and every worker willing
to work for that wage could get
d job. In other words, this wage
rate would “clear the market,” as
the economists say. There would

be employers who could make 1it=
tle or no profit paying this rate,

every employer, each according to|

ply. for .jobs with the firms:that|

would be settled. At this rate, the |

but that would in no wise enable
them 'to get labor ‘for less. There
would ' be other employers. who
were making handsome = profits,
but that would not compel them
to pay higher wages. ! A

Now if “this 1llustration may
have 'appeared = somewhat  far-—
fetched as to its assumed starting
point, there is nothing far-fetched
about the final upshot, which is
in fact just about what we normal-
ly find ‘wherever a' free' labor
market prevails, o
- Suppose now we start with a

~different ‘and more’ realistic as-

sumption, ' Given a previously
established equilibrium, let us as-
sume that' labor’'centers "its. de-
mands’ upon’ a few ‘of the most
prosperous firms.’ That appears to
be ‘what has recently been going
on in the United States./ And let
us further assume: that these few
tirms, on-account’of high profits,
are’ induced' to raise wages. * Still
assuming.:a ' free ' labor market,
what  happens? Just ' about: the
same as' before, The high-wage
firms are swamped with workers
seeking jobs,. They soon realize
that there is no necessity of their
paying extra high wages in order
to get workmen. They drop their
wage rate down to about the rate
that generally prevailed for that
kind of 'labor. We are back at
equilibrium once more—a level of
wage rates permitting employment
for all, with all workers of equal
ability receiving about the same
wage for the same type of work.

Ability-to-Pay Policy Requires
Labor Monopoly '

‘We have a real problem of dif-
ferent ‘wage rates for' the same
work only when there is not'a
free labor market-—when there is
labor monopoly. ey
‘ ‘Assume that the most prosper-
ous firms are ‘compelled by union
pressure; with or without support
from government, to acknowledge
superior ability to pay and to raise
their wage rates accordingly. The
rest ‘'of the workers in the com-
munity who are performing labor
of similar grade, see certain fa-
vored laborers getting better pay.
Their first reaction may be to de-
mand a raise from their own em-
ployers. But the latter, not having
the requisite ability, must refuse
if they want to stay in business.
The low-paid -laborers may then
4ry-to:shift to:the high-wagefirms.

-But :against' allhexcept.those who'

-already: belong to;the high-paid
employees’ union this move: is
blocked. The closed shop prevents:
their ‘obtaining employment  un-
less they belong to the union; the
closed union refuses them admit-
‘tance. T R

When  the same union: covers
laborers in a number of firms,
some paying: higher wages: than
others, the situation is slightly dif-
ferent. There may mnow be ‘no
union interference with a laborer
who ‘seeks employment with the
high-wage firm. But now it is the
employer who refuses. He has
just had a higher wage rate forced
upon him, That gives him no abil-
ity to hire more workers; rather
the reverse. A reduction of wage
rate may-enable an employer o
‘increase his working staff with
profit. ' An'increase in wage rate

—especially 'if caused by external

pressure—is..more: likely to: lead-
him_to discharge some of his less
competent:laborers. or.those doing
{Jess necessary work, i i
" Rising profits tend to.induce an
employer ' to ‘hire more workers
and - ‘to ~offer 'somewhat “higher
‘wages as an inducement, "But an
increase of -wage‘ rates- whichis
brought- about at the "expense of
profits reduces the employer’s in-
centive and. his. ability.to, take on
more workers. S g A

Therefore, if- a certain autome-
kile producer should,’ for exam-
ple, on account of his superior
ability be forced to grant a wage
increase - that other-“automobile’
manufacturers could not mct, he
would ‘hire’ féewer workers, even
though his union were willing to:
admit more . members.. This ap-
plicationof'theability-to-pay wage

LTSt t4

laborers - from . employment - or
force them into low-wage jobs.
S0 long' therefore:as powerful
labor unions could maintain their
monopoly position, we would have
the ‘spectacle ' of . different - wage
-rates side by side for the same
kind of work. : - :

Monopoly Equilibrium Is Unstable
.. But in contrast ‘with the equi-
librium, reached under the free
labor. market, this is not a condi-
tion of stable equilibrium. !
It {would soon.' be - generally
known by the laborers: in any
community, that some firms were
paying higher wages than others.
Those who. worked for the low-
paid concerns would naturally be
dissatisfied : and jealous.  They
would  demand. wages equal to
their fellows and insist that fact-
finding boards look into the.abil-
ity of, their respective employers.,
Whatever  the finding = of the
board in any particular case might
be, dissatisfaction would continue,
supported. by strikes, citing  the
time-honored union rule of “equal
pay for equal work.” But many
employers could not pay the high-
er rates; they would not have the
requisite , “ability” which made
higher wages temporarily: possible
to their more fortunate competi-
tors. The less prosperous concerns
would thereupon be forced out of
bqsmess; either because they de-
clined to raise wages and their
employees refused to work, or
because, having yielded to' their
workers” demands, they = went
broke, “ s
_But this is not all. Suppose two
different departments of the same
corporation are, by. separate ac=
counting, shown to have different
rates of ‘profit, ‘It might seem to
the workers in the more prosper-
our department that they would
gain by separation; they could log-
ically' demand that the company
be split into two corperations: One
can imagine the chaos that would
result from such'a program car-
ried to its logical limit. !
- Again, assume that a company
pays higher - wage rates than

late in January, 1946, when Mr.
Reuther, commenting on the wage -
settlement between the Union and
the Ford and Chrysler Corpora~
tions, said, as reported, “in the ul-
timate settlement of the Generak
Motors case the corporation must

| pay a higher wage increase than

Ford or Chrysler in order to com-
pensate the General Motors work—
ers for the hardship the corpora-
tion has forced upon them.” (New:
York “Times” Jan. 28,1946, p. 1)
Incidentally, here is a new theory
of wage determination, hardly to
be ' reconciled “with the . ability
theory. Je ,

Is Ability To Pay the Real Aim?
Of ' course - differential ‘' wage
rates may be only a stage in the
drive ' for ‘wages for ' everybody
equal to the highest. It 'is” prob-
able that this is the idea of those -
unions . which are now -stressing
ability to pay. The plan is to get
the highest  possible  wage from:
certain prosperous firms and then
demand that all other employers
come up to this level. : .
In other words, the union goal ig
not an equilibrium of differentiak
wage rates based on each em— -
ployers’s ability. Rather the abil-
ity theory is merely the conven-
ient  instrument’ for - starting ‘a
wage increase for all. This line of
attack, pressed to the bitter end,
would result in some:companies
granting the raise and others go—
ing out of' business because they
could not pay it.
This would " both demonstrate
the instability ‘of differential wage
rates and imply rejection’ of the
theory of ability to pay as a:con-
tinuing rule of wage determina-
tion, : o :
. Monopoly Wage Rates Cause
. Unemployment
‘Whether the ability theory is
used as an excuse for monopolistie
wage differentials or as a device
for raising wage rates in generak
above free market levels, unem-
ployment will be the resulf.
. Let us. suppose that'a labor
union has picked out an especially

N

others,  Will the employees of thig
company acquire a vested right to
‘their. high-paid 'jobs? = 'The exis-
tence of such vested rights will
hardly be overlooked. Is it so far-
fetched to envisage thelabor union
assuming the right to say who
shall have the high-paid jobs?
‘After all,.this is not.so yery. dif-
ferent from, the present: common
practices of certain closed shop
unions which charge high initia-
tion fees, ‘require  years of resi-
dence in:the community, or re-
quire a vote of the members for
admission,: . £

Dissension in the Ranks of Labor
.. Still we have not exhausted the
elements of instability in a con-
dition of differential wage rates,
maintained : by sheer force of a
monopolistic | union or unions.
Such a rate necessarily ' contains
stresses and ‘strains: which must
tend :to break 'out in' dissention
and disruption within the rank:
of organized labor itself. :

.. If different groups of laborers,
each with its own union, have un-
equal -wage rates  for ~the same

grade of labor, is it not to be ex-

pected ‘that :strife: will: arise: be-
iween~the ‘unions? In their na-
 tional: organizations, how will the
privileged . union’ 'defend  itself
.against theunder-privileged, when
the: latter appeals - to -the labor
union doctrines of,“equal pay. for
.equal- work”- and : the - “solidarity
iof abori s i s

i If the differential wage rates
prevail ‘among ~members :of the
same: union, the disruptive forces
would appear ‘even. more ‘serious.
How: will the union, under such
conditions; explain its accomplish-
ment for some of . its: members
while failing ‘to do equally. well
for others? It appears inevitable

. that.dissension would arise, lead-

ing perhaps to' cleavage. into twc
or more separate unions, with sub-
sequent conflict within the ranks
of labor. .. S5 S

A conditior: somewhat like this

policy wuuld. thus exclude certain

was: foreshadow: i in the UAW;

prosperous . employer and.’ com-—
pelled an increase of wage rates
based on his alleged ability to pay.: .
Other members of this union are
working .for other 'employers,
whose ' ability ' to. pay :the higher
wage rates has not been shown ox
“is admittédly non-existent. Vet
‘pressure’df ‘the lower-paid mem-
bérs and threatened disruption of
the union will lead its officers to
demand the higher wage rate, re- .
-gardless of ability, and to enforce
the demand by a strike. Those
employers who cannot pay either
refuse to comply and lose. their
workers or yield and later fold
up. In either case the result is un—
employment, s
- Similarly, laborers outside: the -
union that has secured the higher
wage rates will make demands for
equal wages upon . their employ—
ers. Some at least will be unable
to pay; they go out of business,
and unemployment results.

Bringing In the Government

While unequal wage rates exist,
those ' laborers who  find . them~
selves receiving lower wages tham.
others .doing  the ‘same: grade: of
work may be:expected sooner. or.
later to bring pressure upon govs
ernment. . Government . will. - be
called ‘upon ‘to arbitrate ‘the dis-.
putes- between . warring . unions.
over unequal-wages and to force,
equality of rates, Because of po—.
litical  pressure, government will
be unable to resist the call: .
- ‘When wages are set by govern—.
ment, the decision will be-deter—
mined by political pressure rather
than by economic’ considerations.
Since: the laborers represent many.
more. votes than- the employers
and investors, a wage-fixing gov—
ernment is likely to be.a labor
government. In wage negotiations,
it would be labor and government .
vs. employers. .
“ In this” ‘unequal“ contest it is -
hardly to be expecied that- gov—
ernment  would propose a com=

promise involving reduction of the
(Continued on page 908)
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forced upon. employers supposed')a
to: have superior, apility 1o pay.
;- Instead,. it woutd' require equali-|

zation by ‘forcing! up ‘the lower ||

rates: Tnose’ employers who had-
Tiot. the. ability' to pay would' be-
forced’ out of business. Unemploy-
ment would' be the result. .,
+ Whetheér or not' the" government!
is committed  to' the mainténance
of full employment;. ‘spreading’ un«
employment. causes insistent calls |
' upon. government' for, relief.. This:
adds- strength’ to’ the ever-present ||
temptation: to. accept: any excuse
to embark. on extensive develop-.
. 'ment of government mdustry, sub- |-
sidies; ' deficit.’ spending, ‘currency.
. mﬂatlon, and: “the managed: econ=
omy.”::

: When. thmgs have reached this || 'l

stage, through government arbi- ||
tration of: labor disputes: and: gov—
ernment employment of. labor, the

. 8overnment will: be in. control of
wages.. . There will be: Nno.More - a:
free labor  market; . or free col-]
lective' bargaining. ' Goverament
will'set wage rates as well as com~-
modity prices, and when govern-
ment, has. responsrblhty for wages
and authority to- determine. rates;.
labor itself will cease:to. be. free:
! “Laborers will no longer. have
power to.accept or refuse employ-
ment, - They ‘will ‘not" be. left: the
choice: of occupation, or working ||
place,. or employer., They will go|:
where they are sent, do/what! they
are told, and accept the pay gov-|.
ernment dictates. :

This'is what happeried: to wages,
employment; ~and: the: status of
labor under: government: domina-
tion: in Russia,; Italy,.and Ger-
many. It means. the end: of. free—»
dom for labor. . .

" Compare ‘the: Free 'Economy
+ o Alb this'is i contrast with the
ree economy:. . Under freedom,.
wage. rates fend: to approxlmate

‘and  supply.  They ‘are reached
‘through voluntary agreement’ bew
itween employers: and: employeeés,
Under'! such frée market: conk
‘ditions; all workersidoing’ the same’
;work tend to get: about the’ same’
‘wage,” Wage rates in general ap-

| proximate levels :whichi  attract!

enough investment and' job-mak-
ing:  enterprise’ “tov provide: “full’l:
‘employment’ —jobg: for all who;
iwant: them:.: ' Emiployers® who' utis|!
‘llze their workers' and machinery|;
'more:- efficiently” tend' to mdke
'more profits. With' higher: profits’
,they expand’ their operations' and'
‘seek. to: Hire'more" labor.: Rising|i
iprofits: and: rlsmg demand; for la-
\bor: result in' rising’ wages: -

Those' employers: who'  cannot’
‘pay . the going’ wage rate§ are eli-
minated: But when wage rates‘are
,deterrmned by bargarnmg in" &
‘free' market; the passing’ of- those
1employers who' cannot. pay does
inot ‘cause unemployment It 'sim~
iply means that industry is gravi-
itating into'the hands of those em=-
iployers: who. are: better ~able to.
ikeep' going" and’ provnie Jobs,
| “In. the freé economy  govern-
iment does not have responsibility.||
for wage rates. It does’'not have:
'to have a “wage policy.” Gov-
‘ernment’s function is to make and
lenforce fairand equal laws in. the
Jinterest of the whole comminity
land o act as the impartial referee
‘when' required by’ the conflicts. of
{interest between' different factors
‘of production.

Rising! profits: and. rising wages ||
‘have prevailed: in all those nations
whlch have established and main-|!
‘tained free markets: for commodi-|:
‘ties and: services:: Only as govern-
‘ment has come: in’ to: establish: or
support monopoly: and- to’ control:
prices; wages; or profits.in.the in-
terest of: one: class : or another,
have‘ chronic’, unemployment,. po-

certain levels determined in’ a free’
market by’ the: forces ‘of demand

litical turmoil,:and: statelsm made
thelr appearance; :

;_Exerclsmg T:uslees

Bxsctehonary Powers

(Contmued from page. 838) .

acc';lept the appomtment or desrg—-
nation. .

T have seen, and no‘ doubt you
have; cnticrsm’leveled at’trust in-
stltutlons by’ reason’ of’ the' adw
ministration” of - trusts' under' in-
struments that were ‘too"restric-
tive and too'inflexible, While that
_eriticism® was® unjust’ in' that’ the:

trust’ institution' had' np‘ power to|
do- other than it did; ie.; carry’

out the terms of the’ trust as pro=-
vided' in’ the instrument, never-

theless the® criticism is' still’ made-

- and it.is. most-difficult, if not-im-
possible, to' justify the' adminis—
tration of that' type’ trust to- the

. ordinary or average layman; After{
all; a bank' or trust institution is‘a’

seml—pubhc institution even
. though'the capital may be private
‘money. and, ifi we do' not perform
the reqmsrte banking’ and" trust
functions in a‘proper and satisfac-

tory’ manner, some system will be'

developed’ whereby' the‘public will
Teceive proper: service:’: Corse-

quently, I"think" that it' behooves’
each of us’in the’ trust’ businessg o

.- earefully examine the instruments
under which “we are’ to’ act. and

to see tHat those instruments’ conz |

tain provisions: which: will enable
the trust'to. be’ ddministered:in an
efficient;: capable: and satisfactory
manner
Among the prowsrons that in
my opinion; should Be in most-in—
struments are’” wide- discretionary
bowers and in discussing: trust re=
- “lationships! with prospective cus-
tomers I. think::that: we- should’
reason with’ them in g clear and
logical - manner " the: advantapes
and d1sadvantages of having wide

Rioitized for FRASER
B (asensilpuisfed.orgh. -

discretionary powers; the advan-
tages' of' which" are” very much'
greater than the' dlsadvantages If
after doing so the Settlor is: still’
unwilling to grant.such powers,
then the instrument should be' so
drawn' as” to make it clearly ap-
parent/ from: the face’ thereof' that'
the' Settlor' desires to' restrict’ thel
provisions: of' the’ trust: expressly
to those set forth in ‘the instru-
ment.

In‘approaching any problem in..
volving' the bank’or trust institu~
tion-asa whole; prrmary consider=
ation must be’ given to’ the public
relationships © involved:  in' that,
even though our respective insti~
tutions ‘may: be strong financially|
from< the standpoint: of capital,
surplus’ and’ ‘undivided: proﬂts
the ‘most' valuable asset any of us:
have’is the' reputation’ of our" in-
stitution' for ability; mtegnty and’
capability; that being! something|
that: may’ "be intangible from the
standpoint ' 'of 'dollar” value,” but/
nevertheless: 1t is’ the factor ‘that

public from’ whom: we derive our
business and’ our profits;:

I choose to look at aftrust ar-
rangement’ as’ ai“living’ thing' and'
oné- * that: “provides . flexibility,
adaptability’ and: practicablhty In
other words, if anyone today i ig'to
create  a’ trust darrangement) T

that’ none of ‘us' has' the foresight’
or' the' judgment to' attempt to’
forecast -what' conditions might be |
over the-life of’ the' trust with
respect to living standards; living |’
costs,  inveéstment condltlons the

‘needs,. desires or ‘wants of benes -

Yoaidod gopa ) A

‘| 'groups; viz:,

is paramount in the minds: of’ the |:

think that it i~ safe to' assurie||

f1c1ar1es or even, if you* please
‘the” ablllty of  the beéneficidries:
Therefore, the only thing that we
can’ do- in’ creating’ a" trust” ar-
rangement” is to" pick our’ trustee
with care and a§ meéting the
standards'that we desire, and then:
{to vest in” the trustee’ wide dis-
cretionary powers’ to: enable’ the
trustee to’ exercise: its- best judg-
ment froni’ time: to” time on: the
basis: of the then; existing condi~
tions’and’ the’ needs' and. require=-
ments of the beneficiaries,, and I
think’ that,, if an individual is: un=
willing, to: vest in the' trustee such.
'powers, then: that individual had
‘best riot use that. particular trus-
itee.". Our ability to satisfy: the re=
iquirements" of: the - beneficiaries:
‘and to render the quality of serv-
ice that we- should: render intthe
administration: of our: trusts istaf<
fected materially: by the' powers
ithat? ave: granted: tor us inv the in=
strument and,.unless those powers:
are! broad: and:’ dlScretronary, we'
lare - definitely’ curtalled in ‘per=
formingrour: duty: T

As: we' all' know; there' aret two'
types of. powers in® practically: al¥
instruments; vizi,- (1) mandatory
{powers (thbse which ‘require’ a
trustee' to do' certain’ things), and
1(2) discretionary powers; In' con=
nection’” with mandatory powers’

‘lithere are; of' course, discretionary

ipowers, - However, ' this'  paper
{does’ not. deal with that’ type dis-
1cretlonary powers; but. rather it
deals ‘with"the broad discretionary
powers which‘should: be-conferred
jupon a trustee in' order to enable
it - to- carry out the wishes. and
|desires of the seftlor of the trust;
;A’ trust ‘can be made just as
{flexible: as the’ settlor: desires, not
Ionly with respect’ to investment
and _management: provisions, but
likewise' in commection’ with' dis-
tribution provisions; and the needs
;and’ requirerments’ of the' benefix
‘claries,. In' fact, the only Timit
ithat' I kriow of that niust be placed:
jon the granting: of. dxscretlonary
;powers fo trustees is' that the
powers’ so' granted’ must. not en-
‘able. the trustee: to ‘act in an’ il-
legal. manner or' be contrary to’
pubhc policy,

- Discretionary: powers oﬁ ‘the
‘type dealt with by this' paper’ may:
‘be: classxfled into « three' primary
(1) "those: havings to’
‘do* with: the management’ of trust
Jbroperty, (2)° those' having" to'do
Wwith' payments of income’and- dis-
 tribution’ of principal to and' for ||
the benefit of beneficiaries; and'
(3)) those' having' to" do". wrth’ the
trust’ relationship: Among the
discretionary ‘powers:: found' ini[
modern instruments having to"do’|:
with' the: ‘management of | trust
property “are' the' following; al~
thoughr the list' is' not' mtended to’
be all inclusive:: \

1.7 To " retain’ or' dlspose of
original property.

20 To make: loans to' the!
settlor’s general estate, = .

3. To . participate in busmess
reorgamzatmns Fa

4. ' To ‘continue’ to carry on. a
going' business; ,
P e apportron expenses be--
tween principal and income:
7 8 To; 1nvest in “legals™
“non-~legals;”
trust funds.

ST borrow money ‘secured

or’

the trust estate ;

"8." To compromise;’ arbxtrate or
abandon claims, @

9. To set up-reserves for taxes,-
.depreciation’ and: repairs, .-

10: - To: make leases; irrespecs’
tive of the duration of’ the trust:

115 Tof - exercise’ optmns and‘
rlghts

©120- To vot‘e stock in’ person or
by* proxy.

tered” securmes in the name of a
hominee, | ;

-14:~ To- arnortrze* premxums and
accumulate «discounts: : !

15, To' make (distributions-in
kind! or in’ eash.

+16;- - Ta dlscontlnue‘ dlstail?uh

:tmns‘ in’ the event the beneflclary
\assigrs;, alienates’ or’ hypothecates
\his 1nterest in the' trust estate, or
Jin’ the' event theie' is a Judic1a1
llevy " agaihst’ His: interest in the
trust. estate;

Among the powers having todo !

with the: payments: of income’ and
tdistribution: of prineipal: to: and ;

are;

i Toi fix thé mannér oft dis-
t’rr ution'i. e\; either asiand: when'!
the! income’ is’ ‘collected or' to''dis<
tribute in equalized! installments:

2.--To! apply’ the“income: orithe |/
pr;hcxpal‘ for“ the- use' and- beriefit |
of - the:: ‘beneficiary, ‘this™ discre= [i
tionary  power': doing: away - with
the ‘necessity” of Having” a' cons
servator' or committee’ appointed |’
in" ‘the’ event: ‘the'’ beneficiary
should' become' incapacitated, -

3. To. distribute the’ income or |i
principal” in" the' trustee’s: discre=
tion, this' power! havlng substan=
tlal‘ advantages for "income" tax
purpo's'es

4. To dlstmbute to' a: minor or |
apply funds: for the benefit: of a
minor without the intervention: of
a ° guardian, - this; power doing |}
away . with: ‘the ‘necessity . of - a
guardranshxp in: the- event of a
mmor beneficiary:; :

5. To'encroach on‘princrpal for
thé' needs ‘and « reqmrements* of
the beneficiary.

6. To determine when the
prrnmpal is to .‘be  distributed:

_ includihg"common-
: | tees’ to- act’ with" the -corporate
fiduciary, the: ‘co-trustees’ usually

or' unsecured for’ the' benefit' of | being' some ‘adult. member. of the:

13.". To carry stocks: or reg:s-'

among /a class. of beneficiaries

staggered,‘the ameunts to be dls-
tributed’ at’ such' times,

7. To anticipate income,

to' al beneficiary ‘ to enable him' ory
her' to :enter; into! ar business or |
profession etey i

‘Among the powers' havmg to do
with' the’ trst: relationship are;

1. 'To' resign’ the trusteeship.

2. . To' tetminate’ the trust: .

3. To transfer the trust to an-
other corporate trustee in anothet
state..

4, To name new co-trustees

JFrom: the . list of the: foregoing:

that almost any contmgency can
be: provided® for. By the -use' of
powers of this type, In fact, an
instrument: properly: drawn;: with
discretionary: powers, seems to'me
to" be the! best. medium\ for the
head: of' a family  to’ provide: for
ithe welfare of his family’ after His
‘death.’ In- other 'words, he can
through such:an arrangement
‘with a reliable corporate fiduciary
‘assure- hig' wealth: being’ used' for
‘the’ maintenance: and’ support. of |!

his family, the’ education' of  his:|

childrem;, and 'the ultimate pass-
ing of the remairnider of his prop=

erty to his” descendants: after’ the'
primary objects  of  his' bounty
‘have been provided: for, * Such an:
insures: ‘unto - the

arrangement’:
‘Settlor that: degree' of flexibility,
adaptability - -and! practlcabrhty

that he’ himself could’ exércise in:

the’ handling’ 'of* his’ property: for |
the! benefit' of his' family: had he
contmued to live,

“ Tt is ' quite” ‘common’ i instru-
ments' -cohtaining’ wide' | discre-
tionary’ powers to- name" co-trus-

family* or a* friend of tHe’ farily:

While I'know there are.a number’

of trust institutions' that do’ not
ook with' favor- upomn co-trustees,

nevertheless in' this. type arrange-,
‘ment I think there can’ be nd’real
objection ‘to’, having' a: co-trustee,.

especially by reason ‘of 'the’ per-
sonal problems’ which ‘arise*in-'the
Ladmimstratron of thig-type. trust;

i e}, personal relationshrps of* the'
'beneficlanes‘ and! that is especial=

1y7 true- if' the c¢o-trustée be- an
adult member’ of the = family.

Where: an* _instrument ; contains’

broad: discretionary powers such

as those mentionied above, ‘it is'

necessary’ that the procedure for
the exercise’ of those' powers bBé
properly set up' and. maintained|:
by: the‘ corporate ﬂduciary Gen—

for' the beneflt of beneﬂclarles-

and, 1" distributions are o be

8. To provide prificipal’ funds’

dlscretlonary powers you cani see:

erally speakmg, T th nk’ that as’ td
the exercise of stch’ powers where :
itne. eéxercise” does" not. involve a’
major decision the: discretion may -
be exercised.” by "the frust:com~
‘mittee;. ii'e., the  trust officer
‘handling: the ‘account’ could pre=
!pare a memorandum covering' the
.discretion to be exercised: and: that
memorandum,_in' turn . can ‘be in-'
'itialed. or approved: by ‘a majority
' of:the: members: of: the: trust:com~ -
‘'mittee.;.- However, ‘where: the ex—
‘erciset of ‘ar discretionary” power' is
,of major:.conseéquence;; then: the

{approved: by: the" execiitive com
!mittee; if: the bank: operates:.un<
xder that. system,: or' by the: board’
‘of directors;:if there' is' notfj an*ae~
'twe executivé committee.  Whern
1L say; of major: 1mportance I do
inot ntean’ providivigrmodes ‘sums’
;of ‘money . for unforeseent emer
igencies corfronting ’ the' benefi~
lciaries or ‘the education of oné of
ithe beneficiariesioy’ the! hospit‘alih
;zation of one of the benefrcxarlesg
.but ‘rather: ' I mean’ discretion
which: iftvolves the' continuance of
‘' business; the' distribution -of' a
itrust, and-items:.of that nature; -
<“T'know that there are’a numbe?
‘of institutions' -in’ trust’ Pusiness
\who' do'not look’ with entire’ favor
‘upon discretionary trusts’ of thid
‘nature”on: the basis’ that sucH’ an
jarrangement imposes’ upon’ it too
‘much responsibihty I think that
‘attitude is one of least resistence
‘because, after all; we are repre~
'senting’ ourselves' to bé experts in
'the' ‘administration’ ‘of* trust ac~
rcounts and! we should -be willing
‘to’ assume-such risk’and’ resporisi-
" bility” ds” is* involved®in® this*type
sarrangement:as, if the instrument
s, properly drawn,, such- riskr can
‘be minimized' provrdmg the .in~
'stitution’ has 'a' proper. and ex~
perxenced staff in its: trust’ depart—
‘ment; and,: if: it does not” have' a

|istaft of that nature;’ then: if should:

not: be. in the. trust busmess. In
other words, T think. it is our duty
t0. provide to the public: 2 satis<
ifactory and. proper’ method! and
’medrum for: the administration of

1 w’trustv acecounts and: a- wide' discre=

tionary ‘power is'a  necessity, if

the beneficiaries ‘are to' be, pro=

trust’ service andi trust’ business
as a: whole are enhancedsini, value:
in the minds:of the. publie: - r
; The ordinary settlor whorwishes
to éstablisha trust:is coming more’
and’ more o' want one' with: wide
|discretionary” powers! by’ reason’ of
‘the ‘uncertainty ‘of' present eco~
nomlc “conditions; ‘as’ well” ag! by
ireason - of havlng knowledge® of
{tHe inddequacy " of ‘trusts: which
are’ restrictivé - and' inflexibley
iwhich T think speaks’ well for Hiel
-administration of trust business'int
‘this’ couhtry i’ that the ‘public ds’
‘@ wholeis coming to' have: more‘_'
‘confidence in ‘this' typé arrange-
‘ent ‘and’ tHe" method: in” which!
‘trust “institutiohs - have a&mmrs—
tered trusts,.. . .

Simply as & sidehght on. theq
basis of experiehce ir admirnster—
ing. discrétionary  trusts .of the
character .covered. by this, paper
‘the  trust- officer. can. look. back:
over his. experience of: years- -and:
derive -a:great source, of satisfae~
tion from. his contacts, in.realizing;
that-a. widow has been provided:
for: for life; that. her:family: has:
been educated, and; that. the- chil=
‘dren have'taken- their places: in-.
the . world: equipped ‘to, meet; -the:
dallywproblems» -ofs hfe,z -all! ! off;
which'is not quite as-cold aspure«;
ly:- handling : meney:- and’ -invest--
ments-from-day-to day..- This-type-
arrangemenb has* a -definiterplace’
inrour economy: and: in! our’ social:
structure; and: -Ir'amr sure 'ir’ the:
long: run’ will': rédound’ -to<: the

benefit and respect’ for” trust n~’
sﬂtutléns, altliougtfr I wﬂl adnnt_
that it" involves morée ‘work. and.
responsrbﬂlty in- - administratiors,
thani does thé ofdinary trust whicl’

is* limited purely to one’ havmg"
mandatory powers. e g T

‘exercise ‘of: that’ powey should be =

the needs: and' requirements’ of

vided: for, and.I.feel. sure, that‘ pio e
admlmsternng trusts of. this nature;




\

" Volume 164+ Niimber: 4516

THE COMMERCIAL & FINANCIAL CHRONICLE .7 it/ f

B

i-$

AT

Jei Wl Pl DS T R ey
“Our Reporter on Governments”

<

By JOHN T. CHIPPENDALE, JR, E=

The government securities markets are under the full influence

of the summer. dullness, which usually comes to an end with the

Ppassing of this month, . , . Price

light volume. ;.

changes have been minor on'very

. .The market .is on the professional side, although

there has been some’ scaitered  buying for the account of savings

banks... . . Not much of

-a:trend in either direction . is expected for

the immediate future, despite the opinions. that.the market has not
Yyet reached:the point of stabilization. . .. It is believed that ihere
will still be pronounced price movements which will afford careful
fql!ovqeps of the government securities markets  excellent opportu~
nities'to acquire obligations at yields that they consider favorable, PR

v

‘The buying range from 2.329%, to 2.359% is still considered - .

'z_tttractive by most of the money-market experts for. the longest
.neligible bond. -, ... As:for the. bank issues, a yield in he
.., neighborhood :of 2.10% for the 2149, due 9-15-67/72 is looked :
‘. upon as'a favorable area’.to start scale buying. .. . For the:.

The Comi
Lom
- mow, in. prospect: without ‘at least
- adoubling of the commercial loan
. total,: -Higher ' .volume, = higher
“prices;;: and . higher .inventories
combine :''to: mean higher : loan
totals,. and ' in: an inflationary
- period; ‘the only effective:limit-
dng factor is an actual  shortage
of bank credit, which is.certainly
not in prospect over the forsee-
able future, ;

- ’The : banks"  present . inflated
'level. of Government = security
- holdings' is not an obstacle to

mnormal credit expansion; on the
contrary, it is an incentive. The
Yeporting member ' banks now
hold $10,693 millions of Treasury

- certificates “and - bills; assuming
that this total declines dollar for

- dollar - with - the “War  ‘Loan de-
posits, they would hold more than
$3 billion if all the War Loan de-
posits were drawn down, plus al-
most . $5  billion  in - short-term
Treasury notes and a further very
large amount in short bonds. The
very low yield on these short
term holdings provides not only
an incentive to replace them with
higher-yielding loans, but: it also
provides the banking liquidity, to
a greater extent than ever before,
to finance a tremendous expan-
sion in loans, and in deposits.

. 'The coming loan and 'deposit

- expansion.will take place; not as
a replacement for, but, to a great

. extent, on top of the present in-

... flated - level of security holdings

.. and  deposits, For: the banking
. system ‘as a whole, an increase in

loans means an increase in de-
posits. To margin a $10 billion
increase in loans and  deposits,
the commercial banking system
would have to liquidate less than
$2 billion of its present large
holdings of short term securities,
assuming no change:in the pres-
ent 20% reserve requirement for
central reserve cities. To the ex-
tent that the banking system sells
securities to individual and 'in-
stituticnal ‘investors, there will
be an offsetting decline in total
deposits; to the extent that the
securities find their way into the
Federal Reserve system, which is

- more likely, there will be no de-

“ cline in the deposit total.

.. The . individual ' banker, .. of
course, does not look at the pic-
ture from the overall point of
view here presented but from his
own immediate banking point of
view, If he makes a $100,000 loan.
he figures on selling $100,000 of
his existing assets to make room

ng Rise In Bank Stocks

(Continued from page 880) = . . T

on an offsetting increase 'in ‘de
posits. It is sometimes difficult to
get' the 'banking fraternity " to
-agree:;on the inflation prospect
for. any: particular bank’ because
frequently the ‘individual ‘banker
fails to see ithat his own loan:ac+
tivity is being duplicated all over
the country, and that the $100,000
he has created will come back to
him in the form of increased de-
posits,  assuming . that: his bank
maintains its relative position.
If ‘our basic: assumptions are

sets and bank earnings are in for
a.period of further large expan=
sion, this' time 'as ‘a ‘result of
private rather than public financ-
ing. In considering the merits of
the individual banks in New York
City, it is interesting to note that
it is' the branch banking institu-
tion, rather than the purely Wall
Street banks, which have experi~
enced the largest increase in loan
income, and it is probable that
this trend will contihue until ‘a
much later stage of the cycle.

Comparative operating figures
for the 1946 half for 11 leading
New York City Banks which pub-
lish interim ' earnings are sum-
marized below.

Garbutt Assoc. Ed. of
“Trusts and Estates”

pointed associate editor of “Trusts
and Estates Magazine,” his pri-
mary interest to be in the report-
ing of investment and economic
developments. :

Mr.  Garbutt: entered . financial
circles in New York in 1930 with
Harris, Forbes & .Co., and was
with Chase Harris Forbes Corp. in
San Francisco.  From 1933 until
called as a reserve lieutenant,
CAC-AUS, in 1942, he was with
F, S. Moseley & Co. and more re-
cently with the brokerage firm of
Wt. E. Burnet & Co., both of this
city.

Bump With Lester

(Special to THE FINANCIAL CHRONICLE)

LOS ANGELES, CALIF.—Sher-
wood W. Bump has rejoined the
staff of Lester & Co., 621 South
Spring  Street,. members of  the
Los 'Angeles Stock Exchange. Mr.

prfman & Goodwin, -

for the loan, and he doesn'’t figure

i d Income from
! S Loans
] First Half
$4,315.: i $3,523
9,272 7,648
| 3,136 1,998
IN.A ~ N.A

5,636, 4,955
2,405 2,169
3,869 3,252
5,203 4,195

AL NAT
7,624 5,826
1,696 . 1,664

iBankers ooiiao

Guaranty ...t
Irying
" .Manhattan .
“./Manufacturers ..
J. P. Morgan....
INational City._
)New York “Tr...-:

1 $14,682

(000's omitted) : ;
Total Net*
Oper. Earnings
~First Half
$4,572 $5,523
9,606 8,426
3,890 . 3.587
4,615 4,754
9,785 7,680
3,656 3,383
172,803 - 12,611
5,442 774,986
1,963 2,198
9,591 8,376
2,238 2,278

Oper. Earnings.
First Half
$14,443
- 32,416
10,128
8,323
24,370
9,832
10,135
18,938
4,591
37,823
5,924

543,156 .~ $35,230

% 'rotal_ﬂAvve. Inc..- + R25% ..

$177,162 - - $161.515

$58,161° $53,802
9.1, ERTIE X T A

"N, A—Not available. *After all expenses. including tax. reserves. $Includes City
- +Bank Parmers Trust Co, fExcluding a $400,000 non-recurring tax ‘saving. :

Ry 1A dde’~12;15-52/54, 'sce.le, purchases should' be' made 'ag‘this

i -higher interest:rates. .. . /. -

correct, it follows-that -bank ‘as-|

_Glenn Garbutt has been ap-|

Bump was formerly with Walston, |

;- bond: approaches a '1.40%: yield basis. . . ,  These yield ranges
«-aré ‘the ‘lower: limits that' money-market experts: believe are -
- satisfactory ‘areas to begin accumulation’ of issues in ‘sizable
i-amounts,” in" event price - declines' should’ be accompanied by
_ substantial volume, . . . ‘ d

GOOD TRADING MARKET :

This does not mean that securities should not be bought at yields
that ‘may be higher or:lower than those believed to be attractive
by:.the' experts, because it is: well:known that very few buy at the

 bottom of any: move. ..., However, scale purchases by investors

egun at these limits, with additions’from time to 'time; should’ give

favorable return for the wholei block of. sécurities being ‘accumu-
Tated ot g 4 RibY Bl R Nl e Akl
I+ The fact.that a good trading market is looked for should enable
shrewd buyers of government ' securities to pick up obligations’ that
they need on a scale basis during periods of price gyrations. | .t

THEORY AND PRACTICE ki 4 | QLA g
. .. Despite ‘all the 'stories that:are being heard inthe  financial
district about higher: interest-rates and the lack of buying interest
on. the part.of. institutional  buyers, particularly the life insurance
companies, one of the. country’s largest industrial concerns' recently
sold to a group of these same life insurance companiés ‘a’ substaiitial
amount of long-term securities ‘at prices to yield about 2.45% for
20-year. obligations, and, 2.51 % for,the 30 yaar issue.’ i il pt
“This 'seems 1o be a’ paradoxical situation, because if those
- that talk higher interest rates really believe if, why should they |
' ‘be’ loaning: money  for such. a:long :period and: at such low
. -rates? . It 'seems.as though a more fayorable ,buyihg;opnoy‘-‘“:
1+ tunity should ‘be in ‘thé making ;in the future’ if thereis to be

'/ 'The eredit of theindustrial concetn that ‘cbtained this’loan"is
among the best in the: corporate field, . .. Theréfore, if ‘the yields

that were: obtained ‘from‘the institutional’buyers; for the '‘¢orporate'}

securities. sold ‘to them; were. to be used. as ‘a-yardstick ‘to“measure
the yields on government bonds (the best credit in the world); ‘and
it should be just the opposite, then the retiirn available on Treasury
issues, based on the rates for this:loan, is so far out of line that it
makes ‘the government issues look very cheap. .. '

_It is believed there should be a yield differential of between'
0.35 and 0.50% in basis, in favor ‘of the government obligation
. compared with the highest grade corporate bond. . ..

OTHER INSTANCES s “

- The rate also obtained by two other large industrial ‘concerns
for loans with maturities' from five-year to ten-years, likewise in-
dicates that the banks and insurance companies are not too fearful
of :a substantial ‘change in the short-term and intermediate-term
rates. ... , If the rates for these loans are to'be taken as sign-posts

of the future trend: of:short and ‘intermediate-term ‘interest rates, |1

then it seems as though comparable maturities of government securi-
ties are in a range where some profitable buying can be done by
investors ‘that are interested in:acquiring the ‘best security in the

market, /. . i ; : : i
BUYING TRENDS' : i
. The 2¥s of 1959/62 have been taken by institutional buyers even
in this dull, inactive market. .. . As a result, these bonds have been
giving a better performance than some of the longer restricted 2% %

issues. . .. The spread between the Victory 2%s and 2%s has nar-
rowed . recently as the savings banks have sold the ‘soon-to-be

eligible 2%4s of 56/59 and put the proceeds into the 2%s of 12-15-59/62 ||

instead of the Victory 2%s. . . . Talk of a new issue of 2}%s may
have had something to . do with the purchase of vthe 2Y4s ipstead

of the 2%s. ... . g ; : ; :

Switching out ‘of the three issues of 2s of 1949/51 still con-:
.tinues, with the bulk of the bank.funds being reinvested in the
2s of 51/53 and.the June and Deceptber: 2s' of 1952/54. . i . The ‘.
short 2s are at about peak’levels now and will be losing pres *
mium from now on, so they are likely: candidates for a shift
into the longer maturities of the 2s. ... )

In the ineligible issues, the 2¥s due 1966/71, according to re-
ports, have come in for selective buying among the non-bank in-
vestors. . .. They believe that this issue will be less vulnerable
marketwise o a new issue of restricted bonds. . . . Also the eligibility
date for' this bond is some eight years shorter than the 21%s due
12-15-67/72. . . b : ; ! ;

The bank-eligible 215s due 9-15-67/72 are still being put away
by the smaller commercial banks, with savings deposits; since these
institutions have not yet been able to get sufficient consumers and
mortgage loans to offset the increase in time deposits. . ., = .

CERTIFICATE REDEMPTIONS o
The redemption of $1,250,000.000 of certificates on Aug. 1 re-

duced the holdings of the New!York: City member banks of this-

security to about the level of June 5, when they amounted to $2,596,-
000,000, compared with the position on Aug. 7 of $2,571,000,000. . . .
When the holdings of certificates went: under. the: $2.600,000,000
mark in June, these institutions added to their inventories of cer-
tificates  until, they had. reached a level of between  $2,700,000,000
and $2,900,000,000. . . RS A
It is believed in some quarters that the New York City
member banks do not want, their holdings of certificates to be
. decreased much from the levels that have been prevailing prior |
to'the latest redemption. . . . If that should be the case, and these
institutions feel that they need. holdings somewhere between
$2,700,000,000 and $2,900,000,000 for liquidity purposes, then they .
are not as likely to be sellers of this security as in the past,
to put the proceeds into longer-term issues. . :

A'NEW LOW

The certificate holdings of the Chicago member banks for the
week ended Aug. 7 amounted to only $989,000,000, the lowest level
for a considerable period. ;' ."Whether the. positions of these insti-
tutions in certificates have reached a point where it may be advis-
able not to have them depleted further is not known, but it is the
opinion of some money-market followers that they are close to such
levels. . ..

. The. continued redemption of certificates by‘.th‘e Treasury - |
may, in the not distant future, be having the desired effect on
the deposit institutions. L3 & : T CTNE

| Government Economy
| nflation Weapon

William K. ' Jackson, President
of the Chamber of Commerce of
the United States, addressing the
opening session. of the National
Institute - for ' Commercial - and
‘Trade ' Organization Executives at.’
the Northwestern University in
Chicago on Aug.’ 12, said that the
Federal' Government 'could wield .
'the''country’s “most  powerful
' weapon' against inflation by curb-
ing its ewn expenditures, accord-
ing ' to a special dispatch to the

i| New York “Times” from Chicago

on‘Aug. 12, which added: _
““Mr, Jackson ‘called on‘ Con-
gress - to: establish -an- over-all’
budget :committee ‘to ‘ recommend
a ceiling on appropriations’and to
coordinate’ the total with expected
Tevenues. ik Sty ;

i “This" would ‘bea radical’,de=,

/| parture from our present systems:. -

under ' ‘which  ‘appropriations are

‘I made without any regard for:the

anticipated ' revenue’ ‘totals " for'a
given year,” he said, -7 i
"“The Chamber, of Commerce has
asked business’ groups to® refrain
from. seeking specialFederal ap- :
'propriations for the benefit of in~"
-dividual States or'local communi-
ties, Mr. Jackson said.” 0 0t
Mz, Jackson asked the business—
men to campaign for legislation to
“equalize the responsibilities as
well ‘as the' rights” of ‘labor and

‘| management. i

“Jurisdiction disputes, boyc?tts,
coercion, intimidation, mass pick-=

1 eting, blocking of public highways

by strikers and prevention of ac-
cess to private properties do' not
represent law and order, but mob
rule,” he asserted. : “They should
be removed by legislation.” "
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-~ As CIO
(Continued from page 882)) W
striking' proor or tne‘liiastery over:
public. policy exercised by : the
business community. Spearheaded
by the National Association.  of
Manufacturers. every: conceivable
“business group Has’ been  hewing’
away at. price controls throughout:
the war.; Since:V-J. Day the drive’
has been intense.‘Radio-and news-
paper propagandahas:been. sup-
.plemented by’ tremendous: pres-
sure on OPA; exerted frequently:
through' Congressmen. and  busi~
nessmen. on OPA’s staff. <
. In March of 1946, OPA adopted
.new policies by which. it ‘aban~
doned its traditional hold-the-line
:policy and. launched: an-aggressive
program. to remove. price ceilings
from. large: numbers: of commodi~
ties, and to allow generous: price
increases: for, those remaining: un<
der control.. !
. Added to. relaxation-of controls
over. scarce materials- by the  Civ-
ilian. Production: Administration;’
. and_the release, of:rationing: and
“other'food.controls-by the Depart-
..ment of Agriculture, the new. OPAS
policy. set: off a. new: upsurge: in‘
.wholesale. prices; . including: many:
- basic materials that had:been held

““ quite stable since early:in the war;l

. i The." new « decontrol: -program:
took: price- ceilings: off. thousands!
of commadities.. Before long it was:
removing- them by whole categon-
ies, loosely defined. Practically no

“check of the:etfect: on prices: was:
made" by OPA; but.the effect: oni
‘related: : commodities: “was  clear!

-Manufacturers refused. to-produce:

these when: the. could produce and!|!

sell: goods: free ‘of control. Extent!
of the -diversion, of. scarce’ mate-:
- rials: to. decontrolled goods. also:
was not known to OPA, but theref
can be no doubt it was substantiall
vand ‘has’ impeded ' much-neededi
production’ of’ essentials. -
» < After giving automobiles a firsti
‘Tound ‘of postwar price increases;
OPA so' interpreted ' the 'Presi~
- dent’s wage-price-executive order
of Feb. 14 as: to grant a’second
-:round ‘and then a third round of

.. increases.

This step, made applicable to all:
Teconversion: products; completely,
reversed the President’s ' order:

‘Manufacturers: ' were ' assured: of
good profits: on ‘output: far: below:
capacity, whereas, the Presiderit
¢learly intended: and ordered: that!

- return of ‘normal ‘ profits should
await the return, of high produc-
tion. To achieve:its purpose, OPA!
provided that every wage. in-

crease* be' automatically’ reflected |
in higher prices, without regard to|

. actual labor costs or to present or
future  profits. '-In many cases
Wwage increases that had not been'
agreed to.and were not being paid

. were fed' into” the OPA formula

- and prices went up. R

7 OPA also used incentive pric-
ing withi increasing:liberality dur-
ing’ this period: ‘It raised’ ceilings
on the theory that higher prices
stimulate’ - greater production;
Withholding of production to en-
force such action by OPA was fre-
quently reported in the commer-

cial press;

- During its'suspension, OPA: has
not beenidle.  Schedules of goods
slated’ ‘for" decontrol” has “issued
ahpost.:daﬂy‘."i Plans’ for ‘raising

* prices immediately .upon: renewal
,of authority have been preparedi*
« ¢ Price’ increases: will - be’ rapid
and ' widespread. from  now:.oh!
Rollback: of ceilings to-the-June 30
Jevel' will be: talked: about but: not

. carried:out: Rent" ceilings® will
Jhold for the present; but must give

"+ way" before. long. under._the pres<

sure .of' rising prices. - Legalized
inflation: is what - Congress: pre<

4 '*“The "Olffce- of Price Administration,”
+ 8ays the well-informed “Journal ‘of Com:
merce,” Jtly 24: “Has completed theproc=
essing of a large batch of price increases
which will-be' put: into- effect’ as soon as
the OPA-revival legislation i$: enacted. into
) law ... . It was said that approximately
two-score” price sthedules, a- substantial
5:5:&::33 of ‘the. economy, “would be - af-

séribes and OPA" policy. is well
adapted’ to that purpose.

The OPA ‘solution for the wage-
price  problem will -have ' even
more lasting. effect. It re-estab~

|lishes for the postwar economy: the

same: high-profit. low-output’ pat-
tern of operation: that character~

industry.to’ earn good ‘treturns on
capital-éven though-output is low.
{This policy requires that prices be
high' with. respect. to. wages, and

workers  ‘win' “will . promptly : be
‘capped: with higher prices on the.
‘products- they-:make.. Here is the
«root- cause” of . continuous: under~
‘employment: and; recurrent: period:
‘of unemployment..- OPA: gave: it§
,officiall sanction: to: the: re-estab-
lishment of . this: policy: in’ March:
1946550 i
-+ Labor . opposed:: this: décontrol
procédure:-of: the; government at

1 every stepi. It: predicted: the:inevis:

table: inflationary’ result; Its ad-:
‘vice'was igniored. Now, as the gov-
-ernment: program;: executed: un~
.der’ the! whip: lash. of dominant
;businiess interests,: bears' fruit-in:
inflation,: business and the ' news-
:papers ‘which: speak:its:voice unite
iin:placing: the: blame: for inflation:
iupon:labor’s; wage demands, Even:
some officials of government echo:
the. voice’ of ‘business inr making

rénder to forces:which: proved too
strong to control. : i
. . Consumers :-Must Fight Bare-
S e ot dedri e

¢ Inflation already is:well: begun.
By June: 30; wholesale  prices: of
basic. eommadities .. were: - rising:
rapidly as- a: result:.of the radical
Telaxation: of ‘ price: controls: by
OPA: in March.. : iy
.. ‘Within, three weeks after OPA
expired, the basic index rose 25%;
but some. of this rise appeared to
be .temporary. These commodity
price increases naturally tend to be
reflected’ in: retail’ prices. as stores
‘replenish their supplies. Increases
in" the over-all cost of living come
‘more slowly,.though certain prices.
Have. already risen strikingly—for
-example, meat and butter.

Extent of the inflation author-
ized. under OPA: since March, and
of »-the --uncontrolled: -inflation
thereafter, is:illustrated in Table1.
TABLE 1—BLS  wholesale price’ indexes

illustrating: effect of relaxation  of cons

trols by OPA in March, and end,of com
trols in July, 1946, . . i g
: (100'= 1926) :
. Bemi~-marnu~:. Manu+

Raw factured " factured
Materials: Products
‘Feb. 24, 1945 115.7 ''94.8
Fel 23,1946 119.7 98.5 8
June 29,1946 < 126.7" 104.4 107.8
July 20, 1946 141.4 108.5 118.9

Increases - over. ‘periods: shown, stated 'as
weekly' average rise 'in points ‘of index.
Féb. 94;°1945, .
to Feh, 23 .« i
1946 .08

n 39 .33
§ s 7 A

 July 20,°46, 4.90 - 1,03
+. Further increase: of the:cost of’
living: by at. least .15 or 209% ap«-
pears likely to:occur unless the in-
-flation -is. checked. - Thist outlook
for - consumers:is: - bad’ enough.
There are few:family budgets that
cani: stand: such:curtailment’ of: buy=
ing" power" without hardship; and;
in: millions: of: cases; without  sew:
vere: déprivation:: oo e ni
“A20% risey. however;: will:be-
mild’” compared : with' what: may
heppert if' the: public becomes per=
suaded. that-the comirmg* price rise’
will continue: indefinitely, will rot
break within a year.or so, and will
‘not'be followed by prices at lower
‘levels: than @ at. present:: I that
event,  more« and more* families
‘will® jettison ‘their savings;:believ«
Ang'that good¥ or real estateat al-
most' any: price are: more’ secure'

than dollars. -~ . - :
| Mucl depends; therefore, on the
degree to" which' consumers: take:
confidence in their. ability to

07 .03

.24

ized American: big business before |
the war, High unit profits: permit

insures that: every wage increase |

| the purchasing. power of our'wage:

Jikely to be promptly reflected in

2.78: |-

check and finally to. crack':the
‘speculative boom. by refusing to
buy any but a minimum of neces-
sities.. The' government. has-abari-
doned them to their own devices!
.Confidence’ in their power is: an
essential .ingredient of ‘the: strug-
gle that lies:ahead. ' & it
Determination'’of. consumers: to
make a bare-handed fight against
inflation ‘will: be increased by an
understanding of * what " they’ - are
up ‘against. 'Some’ of ‘the particu~
larly: vicious' aspects: ‘of inflation
are glossed over when it is meas+
ured rherely’as.a: percentage risd
in:‘the average' cost' of living. On
‘the: other: hand, the forces: tha
promote” and' profit -from: infla4
tion' are 'more:; vulnerable: tha
they seem: Such matters deserve.
«careful study and wide publicity; |

“. - A Wage=Cutting Device - |
. 'For example, let us consider in-
Alation not as-a rise-in the’ cost of,
living;. but as. a cut’ in wages: Al
rise of 20% in living costs: equials
a’'wage cut. of nearly 17%.. Fo

‘the average manufacturing: work

er this equals a loss of: :
Hout. Thiy kind’ of wage> cut is
more universal than- any series: of
‘wage increases: labor las' ever:ob-

In other- words; inflation. as. d

cient and more’ swift than: any
machinery we have yet discov-
ered 'for raising. wages. . At.thd
‘present stage.of everts we can ac-
‘complish’ more " by price’ actiorl
than by wage action to maintain

income. If 'consumer resistance
‘eracks inflation, the resulting fall

place. ti : ;
Success in forcing: prices down
icannot: possibly. break the: wage
scales: i existing contraets. What
we' gain: will be a'real’ gain. It is
‘not. so sure; however,that wide=
spread wage increaseés can be won.
‘at’ this’ time.  If won; they .are

further price rises. -Any" stimulus
to higher prices will be edgerly
:seized: iipon; and multiplied, by
the speculative operators who now
.occupy’ the'driver’s seaf.. This is
one of the faetsiof inflation:that
labor: should reckor: with' ini its
fight to protect its standard of liv<
ing, ; r 743 :
Rationing in: Réverse = '
. Determination | of * consumers
will' be fortified also by unders
‘standing’ how unequally . inflation.
falls upon ‘families at high and
‘low  income levels: ‘It draws. its
‘nourishiment from'the ready: pur<

the strength: of that support visits
the full impact of its deprivation
upon millions of people at’ lower
income:levels; L s :
For those who do not have the:
money: to: pay- rising’ prices; infla+
‘tion° works as 4 rationing’ system
in reverse.’ Instead of assuring an
equal sharing of the aviilable sup+:
ply;"it" makes- certain’ that allof
the supply shall’go' to those’
‘Can pay 'and"none: to+ th
eatot il T BT i '
. Eeonomists® tell * tg. this. is:the
Jrormal’ function,. “is! indeed . the
economic:’ system. This: ig -how
supply and -demand are: broughf
‘intoagreement. T :
An unusually candid’ statemen
,of.this:theory, appeared’ in-a:New:
York ““Times”’ editorial -oni-April
122; 1946.. In. support:of its charge
that.price control: was: interfering’
with the riormal function.of prices;

less urgent demand  and - steer
available supplies. to. fhose buyers:
‘who are willing to' pay more. be+
‘cause of more: urgent demand.” !

17 cents.an| .

tained. It strikesall workers alike |
and’ quickly.. It avoids: the:Iong}|: «
Jaborious process-of separate’ ne- | :
gotiations and strikes by which{
{ 3 TR e eI § 3 ¥ RO Tt

labor the: scapegoat: for: their sur- | W28€ galnsare won. .

‘wage' cutting dévice is more: effi< |

gs\prices will reverse the universal |’
age cuts that are now taking|

chases’ of the' well-to-do- and" on {!

Jpurpose,. of. prices. in/ our kind:of |

it said, “Higher pricesscut. off the:

AT Sl oS

presumably, is measured’ by the
isize’ of -its' parent’s. purse.' Rising.
iprices™ récognize: this - distinctton:
‘and- channel’scarce foods to those

pay... ;

i+ As pricesicontinue to rise, more
and: more people are’rationed: out
iof.-the “market. = First luxuries;
‘thenthe decencies; then the nieces-

‘|isities of  family living ' must: be

foregone. :Already the food 'prob=
ilems. of :low-income: families are!
tbecoming inereasingly 'acute: High'
prices-'of ‘fats' ity particular’ will'
itake the'fat foods:out of the reach
;of .. those™ fantilies whe normally
rely upen: them: as a:cheap sburce
of energy. A: crisis'may arise this
winter, - Starvation: at. home ‘' will'

t | challenge ‘continued relief of star-

vation abroad; with the probalility
that the relief will- be stopped but
hunger. at home will not be as-
sudged. Such are the' fruits of in

flation;’ SR e B
" Ofganized : 'labor = should -noéte

‘reduted: to poverty as: inflation:
:proceeds:. Impoverished workers

!phildrenzwhusepareqts aréableto |

that' more and moré" fanilies ‘are|

:are: d disgrace: tova’ civilized! na+

Divisions of’ ;
. money inconie

{ fam
e $7.609" |
.4/

Vi) 2nd 109
. 2rd10%
4th 10%
5th-10%

cor o 10tR 100 —o.

.

rankings of sp

-units by i

When inflation destroys: the: pur:.
chasing: power of their income)
.they' will find but brief relief by
spending their savings.. ‘

“Easy” Payments the Hard Way
As the value of incomes shrinks
.and: savings' are. drawn. upon;; in+
flation: will” cause* many consum-
ers.to borrow.. Expansion. of ‘¢on=
sumer ‘credit. under the’ spur of

of the most.injurious effects of in-
flation.. It stimulates  further in+-
flation and it encourages consum+
ers to' go info debt' to pay high
prices that will :not holdy:: -
- Between those whe do not need |
tor borrow in order to keep: up.
with: inflation! and&those who can’t’
borrow because they earn too lit:
‘tle, there is a* large part of the
population’ whigh  both’ can. and-
will: “Some’ of them" will' borrow
in order to'make ends meet while

' f'the squeeze is-on, Other will bor-

row in order to buy early rather
thar late, believing: they ‘can bea
ithe rise‘and effect a saving; 2
““Alarge and aggressive industry’
‘stands’ ready’ toexploit' this* de+
mand' for borrowed' money. ' It is’
lalready at work: Government sta=
tistics' show:'that ‘from' Octtober
1945 to® April 1936"the increase in
‘total consumer ¢iédit outstanding
‘was* greater: than‘ for any: similar
period ' since’: reports: were- first
gathered 16 years ago. Charge ac+
counts’are!at a peak: During the
first four ‘months:o :
‘ment'loans were being. i
rate“20%: more: rapid;.

rought
‘payment

way; the value of ' buying -early

'rather than late is doubtful.. Con-

Urgency” of " a . child’s . hunger;

sumers may beat the rise in prices

3 Average. |,

rising.prices: may- well. prove one|:

tion. They ‘are also a constant.
threat to-collective bargalymg. At
Inadéquate Savings
" Unequal! distribution’ of family:
savings: gives inflation ‘additional

' opportunity - to -inflict. ‘hardship

upon' low=-income - familie_zs'f whilye
fattening on the spendings of those.
who are better off. . ..
: Savings, . we - have: re'cvent}_y;n
Jlearned, are more unevenly dis-,
tributed than' incomes, The Fed-,
eral:Reserve’ Board "reported im
June on a'survey of family l_'?ld"
irigs of government bonds; savings,
accounts:-and’. checking’. accounts:,
Currency: holdings  were' not in-
cluded:. i s G i ; BRI
“The"top’ 10% of .family  units:
holds® six-tenths ‘of ‘the' total* sav= |
ings, "The top" 50% holds' 97% ‘of. . |
the total. The next 25% holds 3%,
and the lowest 25% ‘hpldsv none.,
If all' the’savings of the: entire
lower half were pooled: and' spent’
at the:low level of average income:
in that ‘half (it is-$1,150 & year),

4| 'they would: last ‘just one' month’

and 'eight days.’ (See' Taple: Z)

'TABLE. 2—Family: spending onits: ranlk‘edi dceording’ foincome: and savings,. and’ {He:
i duration of -average savings if spent at thé rate of average’ lnoome“gt each’ lqull‘_ he
i : 258 i : ‘ How' long savings ‘

- Average '
L savings .
$10,566°
T 3,0008
Dgte () L R
.1,065

. would:1ast if spent. "
. alt'average incomerate
.. I'year, 4 months; 20 days
L g menthis; 20 days
& months;

3 months; 17,days’
2months, 9days
1 month, :10'days*
Rl - 24 days

“*The averages are approximations- dertved’ fiom: percentage distributfon: tables in:
the originali:report . of' this’survey. by’ the: Bureau- of  Agricultural’ Economics.

The

:and by savings weré separately determined and
‘therefore do rot include identical units in!each:decilesgroup, but
'probably provides & reasonable approximation” of " the -actual: situation.,

ithe above comparison '

in this way; bit they probably ate
‘outsmarting: themselves' by doing
:s0,- When: inflation ends’ it' is over

+for the cash' buyer. Not'so- with

the borrower; he must continue to -
reckon: with:i{ so long s his time:
payments . continue, - perhaps' for
many: long months after new and
better' goods can* be" bought at’
lower: prices than he’ contracted to
pays: e Bl
Consumer credit has been' sub-
‘ject: to wartime: confrols.  They

‘fectiveness, however, appears to
be slight.. |Need for stringent coh-
‘trol of' credit is now greater than
during’ wartime, but a Congress:
that scuttles piice control is not-a;

profit- expectations: 6f so- power~:

ful an industry, . . % :

. How Long and How Far? |

' How 16ng will inflation'Iast, and
how: far ‘in its upward: flight! will
it'go? Any plans consumers make - |
fo" combat’ it must: -be based’ on-/
some’ kind’ of ‘appraisal -of the' di-

ing. Iff we' canhot ‘make’ predic-
‘tions; we can at least gauge’the
factors that favor’ or oppose’.coh-
tinuationr of the inflation now un-
der way. Nl e

- First we must reckon’ with an’

‘enormious volume of money i the
‘hands'of individuals and. business.
Currency’ and’ checking' aceounts -

‘totalling" 100" billion’ ‘dollars; are

ore than*double what. is ‘consi

. The .only 'gendinelbzai'tri"cflé.» ‘o= | €M
sumers: buy from. this -industry-is |
tire, But'when inflation is-under

“There simply i odoubt’thatlf
quantity alone' is what. govern

there is enough money-on hand to

5days’ g
~4-'months, 12.dsys - ..

still stand, and there is no' present |
-intention-to: relax them..Their ef-

Congress. to “dampen: the'  eager. '

‘mensions of what they are fight- " |

bgitized for FRASER :
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. finance: .aﬂ;‘inﬂationnofn great: pro~
-« portions. It is: more: likely, how=:

' every that .consumer expenditures:
will prove to bethe limiting factor

- which will put; the; brakes on. in-
flationr and. stop its upward. flight.

" Consumers have high' current
incomes -and : large 'savings . that
they ean-spend. Income:payments
to. individuals: .are at, as high. a

.- level as in the War years; although
. 'wage and salary payments includ-
ed, in-the ‘total have: dropped 10%
from the war peak. But. consum-~
ers  do -not:spend-all they earn.
Preliminary -indications. are that
during ‘the second quarter of- this
year they were saving at a rate of

.. some 13- billions- a year..:This. is
only half. their: wartime.rate of
.'savings;. and 'is:'about -down. to- a
. mormal. propertion- of .expendable
- intome:.as . measured: by pre-war
habits, ' This  suggests: that- con-

. sumers will* hesitate: to: make -in-
creased expenditures:  out of cur- |}

rent jncome as prices: rise;. ;
' They have in:their hands; how-
ever, some 80 to 100 billions of dc:

‘ cumulated : savings,; which  (igiia:

# 1arge hacklog compared with: their
. present’ ‘anntal] expendifure’ of
. about. 120 billion dollars;" A sur-

vey made .in 1945 revealed. that

‘ few consumers plan’ to: draw upon'
their savings to.buy either houses

' or{durable goods; and.that most of
: them: hope to hold' on: to savings
¢ for'use in an emergency; Yet the
-~ pdssession of a large backlog may

., enicourage them to-spend a greater:

<~ than normal proportion' of current
income.: . For & many: -consumers,

;. mecessities | ‘doubtless: ‘constitutes

an emergency. which' will: cause
: tl;am to draw upon’savings: @
*. |.<The Federal Resetve Board esti-
-mates that” expenditures ‘out: of
-/.5avings'may add 5 to 7 billions to
¢ .thie . anintal’ . raté . of " ‘consumer
¢ spending. - Expansion of: consumer

- credity if the ‘present ‘rate” holds.

«.can'add- another 3 to-5' billions: to
-+ total spending. If, in addition;. con-
;. Sumers*spend an-unusually large
“w.proportion  of / current income,

thiese -three: sourcés' of spending

. fn;br}ey ‘might add some 10 to 15
‘billions® to' the annual‘total which
. 1s-now running 120 billion dollars;
Such a sum will mot finance
. much inflation. But there are two
gt}ier sources of increased spend-
ing. One is the factor of fear.: If
_consumers . become: frightened at
the pos_s{bility that prices may. go
very much higher and for a long
" period.of time, they will begin. to
. draw out their savings to-convert
- them :inte. goods.: This- 80. to' 100
billion dollar fuel supply; if used,
will stoke - enough  inilation’ tq
burn the economy to a hard cin-
der.. = :
-+ The: other factor is increased
- broduction. ' As production: sched-

. ules aresstepped up; consumer in<

comes' will expand. At’the same
+-time,-however, the incressed: sup-~
~ply.will offset’. the increaséd. in-
come: and at the: high- profit:mar:

gins that will" prevail;: the dollar’

. values ,placed . on''the ' increased
supply. ,of : goods: Will: keep! wael
ahead. of the increased consumer

income' that is derived: from' pig--

< ducing them,, ooy
+'This is'not an inflationary fac-
 tor; therefore; but neither is it the
~~sovereign eure for inflation whick
*many voices today ‘proclaim: it: to
bé.. Release; of -hoarded guods - to
.bé sure, puts.a brake: on- risin
" prices:.But increased factory out-
put increases both the supply and
-".the money available:for buying.it,

and' its. net:-deflationary effect,.
~while difficult. to. estimate;. cer-:
“'tainly " is not" overpowering..  We.

wouldbe ill-adyised to rest easy
irf the simple faith-that production

< will rise like a.cool tide to. quench|

 the. fires ‘of inflation.. Long be-
‘fore the slow: creep of those waters
reaches the :-bonfire, consumers
either, will .have.- exhausted- ‘the
funds which: they-have to' spend,
““or 'will -have. quit feeding. their

. dallars. to the fl¢mes because.they | T

. have . distovered'. that-: they:“are

bitized for FRASER
p:/lfraser.stlouisfed.org/

‘which;.in’.‘turn/- will - speed  the

‘how long and how: far the infla=

“answers - which' may"have” some]
|valuesin® gauging the: outlook. "~

! ron ‘ | commodities;: of course,would in=
.. also; the present increased cost of | .

| fact’ it is present before the'in=

'| ised by -poverty.-:As: prices rise,

inflation~to:destroy’ the' purchas=

-ence,

-the.-inflation.. Of' that: we can: be

gl upon- “can’t:buy’ is:not likely: to:

“juries: when: the :boom: goes into

‘sooner or later; they will"do just

sfoki,ng the fire that.is giving:them:
a;roastingy. i . 6,

There is. no. convincing . reason, |;

furthermore, to believe:that. pro- |
‘duction.will be significantly stim-
‘ulated by inflation. . Every: day’s
news' from.:the: business. world
brings.. new . evidence:. of - bottle~
fhecks: which: arise from: price:un-
certainties; - scareity: ‘of - essential:
materials; :and - doubts: about: fu--
ture deliveries. It-is: the prattice:
‘of the press to-attribute most.sueh
difficulties: to- (1) OPA"and: (2)"
‘strikes by organized: labor; but no
‘realistic. observer.can: fail-to see
thatspeculative: pricing: together
‘with disorderly,. unplanned - and-
.unregulated. struggles: to acquire
‘scarce materials‘are the basicills
of. production at’ this: time. ' Accel
‘erated: inflation'is'more’likely to
\increasethan:to: cure: these:ills;

‘inflation: by delaying’ the  éxpan--
‘'sion pf output. ; i )
Having: said all this; can-we'say.

tion:'willi go? . There.. are:.three!

. First; if consumers” take fright:
and’ begin to:liquidate: their sav=
ings, weare in for a catastrophe of
the' first order. Real’ estate; espe~
‘cially; will:soar to' dizzy heights.
~i-Second,’ if: consuners;Hold on to
their savings. but continue' to buy:
at. rising’ prices’ ds-much: as their
current: incomes: will: permit’ them:
o' buy, the cost of living will con<|
tinue to rise rapidly and:may go’
up 20%:in-‘about: a year:: Many.

crease by far’ more" than: 20% if
the over-all:cost of living’ goes-uip’
by: that amount. R
= Third, consumers, may 'strike:
-against  rising: rents’ and prices.
:That is to'say, they’ may: become’
unwilling' to*pay high prices: be=.
fore the time arrives when; on'the
‘whole," they' are ‘unable t6 pay
‘them: This is the; one prospect now.
in; sight'that may' check. inflation
soon: and allow the nation to es=
cape’ a first-class ‘boom-and-bust
with all its'political-and-economic
"hazards. Therefore it.deserves.ex=
amination insome detail. * =
/. The Customer is King
.1 'The' distinction between “can’t
buy” and’ “won’t buy” is impor-

tant. Limitation of consumer buy=- ||

ing due to inability to pay begins
at once when' inflation: starts. In

flation, since' we are never:with-
out' a large number of citizens
who  dre’ economically - disfranch-

more and more families join their
ranks; they: become unableto‘pay;
they cut down the volume of their
purchases, o Cob oo s £
‘Eventually 'and inevitably. in~
flation will outpace the ability of
ithe: consuming’ public:to pay:its
rising : prices.| . This: brings: " its
downfall; It is: of | the* nature -of

ing power it feeds upon; because
inflation
crazy, It'is aconcentrated dose’ of
.the same profit-centered practices
By wHich free. enterprise: as. we
Jhave  known  it. periodicallyde=]
stroys:its.own markets, eating the
.substance:out, of ‘the: people: upohn:
‘whom 'it"-depends: for:its:subsists

i'7 Consumer ‘resistance’ ‘will  end
surel But: resistance based: ‘only

-strike-its’ effective  blow-until: toa
late: '~ until infla'tion - has
thoroughly:  fleeced: consumers: of
their - spending -money "and . has
set.the ‘stage’ for. still: ‘greater:ims

bust.. .. Nevertheless;. : organized
labor ‘,and - all . other - consumers
should set. it down:as a fact that
they can break inflation and that

‘that. They  have ¥one. it -before;
they will do.it again. If they can'
do it ‘later, they can do it sooner-
—providing ' they: work at it
here: is power. for their arm in

s /. profiteering: = gone}

the moment so. difficult is entirely
.possible~-is, in: fact, inevitable.!

v Aeogreat  deal . hangs: ‘upon
whether  consumers.: will - become
unwilling’ to pay. before they be-
come: unable to pay. They. will
have  to - wait too. long for’, the
Jatter: The former thiey can have
‘at’ once: Early: refusal to" pay’ ris-
ing® prices will: save:them billions
-of consumer - dollars: while: infla~
tion' is on the:way: up;. and will
‘earn them billiors of income:dol-
larg during’the readjustment that
'will follow_ inflation,

"~ Some of the after-effects of in-

Already: we are so far'into it that’
weshall ‘not: get out” without: .a
shakedown. -But. the readjustment
that is now in: store for us, should
weé: crack inflation: promptly, will
‘bemild compared with what will
FE6ftow: an’ inflatiors 'that ‘has run
its'whole dizzy course..The higher
we' go, the harder we fall, An
early reversal of rising prices will
shorten: and’ soften: the. period of
readjustment;" - Therefore, . the:
sooner the: better, e ‘

... Probably

1o 'doiwithout during the  war:
.They are:impatient; the goods are
here;, they’ have the money..

{1'On the other hand, many’con=
.sumers ‘.suspect, ‘and . with- good:
reason, that these first. post-war
products’ -are: 'little' more: than
facexlifted | versivrs: of" obsolete
‘pre-war: models, streamlined for’
| the: sucker trade and’ glamorized
awith the new magic of electronics:
:=/There is.the.fact also-that. con-
sumers today are better organized,
‘better informed, than.in'any pre-
'vious: inflation, ' Organized- laber
now.speaks with. the voice of con-

found’ their-.own voices: s
“- Most. fundamental. fact. of in-

try ' organized .. consumers have

put.up effective resistance-is. their
belief. as to: the future. course: of
prices,. If “enough: consumers: can.
‘be:convinced. of the right answer
‘soon::enough; they can. be ex-

I'pected: to bring inflation to' an

‘early and well deserved. conclu-
sion. :

That answer is: Prices; although
rising’ rapidly now; will not rise
‘forever, but: on: the contrary: are’
‘bound: to- come ‘down-again,' so
that: by saving: their ‘dollars-now:
‘consumers will get-more.for them
‘later on; and this they can:eéxpect:
‘probably within. some 18: months
at. werst-and. within three to- six
-months. at best. : :

" Consumers’who: see no end to
‘the rise in prices will ‘spend now,
and’so they should: But those*who
Jknow that prices must come’down
-again before too long will: hold on
to: tHeir savings: and: nurse their
incomes; getting: along from: hand.
to-mouth- and buying' only: what.
-isi most. necessary.. ! ¢
. 'The- prospect of ' cracking ' in«
flation by’ consumer action'is not
so -hopeless as' it may seem! The
power of manufacturers and’' mer-
‘chants to'charge what they please
and’ make' consumers: like- it" is
‘more - apparent: than' real.” There
is; in" the- first place; the: fact that
this ‘power- i§: self-déstructive.’ It
‘egrries-its own’ death warrant; its
days' ‘are . numbered. ' It insists
;upon destroying ‘itself; every’ in-/
flation:: always’ does.  Consumers
.need: only-speed the'day: ‘
. In the second. place:these’ High
and ever higher prices which' to-
day -come- at" consumers ‘as the
"most substantial of realities are it
fact'-speculative ' values - reared
upon..a: flimsy - structure “of ' long
chances taken by ‘market -opera=
tors, - manufacturers, middlemen
.and other- assorted gamblers. Not
-costs, . but * hoped-for . turhover
profits, account for -the . greater
part of the rise. The whole struc-
‘ture: is ‘as: shaky as: it is rotten..
This ~means:* that -consumersdo

‘knowiagthat: what may seem-at

not have to: take the price. struc=
‘ture: apart brick. by brick.. They

flation: will: be-. felt in any event.|H

the' most .common |
eason why. many consumers will |, -
not strongly’ resist rising. prices|;
'is the: demand for goods:they had |-

‘sumers, and.throughout: the: coun-{.

flation: that ‘will' ' determine:
'whether consumeérs’ do' or do not|

need: only kick out one brick’ and’
the . structure . fallg:,” That: kiok,
‘which: consumers can; and’ sooner
or:later will,-deliver,.is simply; to
rebel — to refuse. to .pay these
‘prices. Let them-implant. fear. in
the speculators'— that their gam«
ble® will not" pay- out; that. con=
‘sumers ‘are not the suckers they
took: them to" be' -~ and the trick
is done: Speculators will' them uns
load: their~inventories; -cancel for=
ward:contracts, ‘sell for:what' they
can’ get, and' get out’ from under,

. When this day arrives the same
seemingly ‘automatic. magic . that
as run . prices up,.to fantastic
levels, ‘will' just as.smoothly run
themt.down' again; The: consumer
need only-give: the' command;: The
customer is King, asfree enter~
prise in its advertising’ proclaims
himito. be.: A:-healthyportion: of
'righteous: indigriation at this hour,
Thatched by-a: stubborn refiisal’ to

‘pay the price, will prove How true
this- is. King: Consumer need: but
exercise’ the prerogative of his’
sovereighty: < “I do not.choose to
pay.” But he had: better: speak.
with a. united voice. - \
. All. over. the' country, con«
sumers: are  beginning; to spg‘ak.
and to act in unison against rising:
prices. The' International Execu-:
tive Board.of the:CIO:has urged
members. of .labor  organizations
dlong’-with.- other. consumers. “to
mobilize “for . nation-wide defen- -
sive action. to refrain-where pos-
sible. — . individually' and in. an
organized fashion. — from' avoid-
able ' purchases, to.. demonstrate
to. .industry .and to- government
their -opposition. to profiteering,
to “protect by local and. nationa}-
dction and by . every . available:
‘wedpon their right to food; cloth-
ihg'and’shelter for their families.”,

e Continged: e
idustrial! company - dividend ‘pay-:
ments -has'been upward'since*late’
1942 But: the' total® rise has* been:
only 22%..

'/ In contrast industrial’ dividend’
payments from the low: of 1922 to

§2%. : ‘The* further: increase™ into’
1929 was 170%.. Again® from  the
low of 1933’ to" the'middle: of 1935
industrial’ dividend’ payments .in='
areased” by:-42%- and’ the subse=

payments. e :
. Importunce  of. Dividends.. '
{“The’ importance of:dividends: to
the-level ' of - stock: prices, espe-
cially -ir' - a - market ' that™ - has
reached ‘as low & yield:basls ds
this - market,} - cannot’ be~ over-
‘.emphasized. : It was undoubtedly,
worries about’ dividend” payments
‘during’ the transition: period: that
caused: some: . investment uncer-
tainty: earlier- this year. Tha" risk
was that: with: work . stoppages
and -earnings declines; caused: by
labor and: raw’ materisl. diffi-
-culties; dividend: payments’ might,4
at. least: ‘temporarily; be ecut: or
deferred” by al number: of: com=
panies. - -A: number:: of-rates- were
reduced;: . but: enough' offsetting
increases: took: place: to' maintain
the slow’ upward: trend in. force
over the last. several years.
-+.The significant point is:that we
are .now at that juncture: in'the
recovery phase of business where
more . substantial’ .dividend  in-
cregses: than: witnessed: ;thus' far
should " be seen;. and 'shauld. ‘this
occur'. it will' contribute : impor-
tantly to: a  higher:stock" market.
Furthermore, the economic back-
ground is suich: as:to suggest that
the earnings-available: to . manu-
facturing! industry will: be: suffi-
cient! to: make: industrial: dividend
payments. . .over : coming: months
more: liberal thani at- any  time
in recent: years. : :
"« Dividend 'payments: itv. relation
to:earnings. have' been: at' mod-
erate: levels;. a reflection: of con-
servative . policies - well justified
during the war” years: when marty
companies were either: experienc-
ing abnormally large: earnings. beé-
cause’ of war demands:or desirous
of harboring- cash. resources: for
then: : unknown . costs . of - recon~
versiornt tor & pedcetime: basis:
Now with the’ process of recon-
version - and: transition ‘to: peace-
time - operations’ well “advanced,
more ' generous dividend  policies
may be' expected, providing only
that. the" broadeconomic’ back-
ground  permits a ' satisfactory

7One .dollar ‘of - industrial- div-
idends is' capitalized. in the cur~
rent market. at about $28.. In the
low market of 1942 one dollar of

industrial.'dividends -was. capital~
ized. at- about $13. ; ;

Higher Profit Margins
t Larger Dividen
-the’ middle* of :1924" increased” by |

‘quent advance into early. 1937.was|'
another 92%: added on'to'the 1935 |

om' page 884) ..~
level of earnings and the’

s
ey
outlook:

‘Here is" favorable. (el
b Inany: further: advance predi=: - -

-l'cated v upon: expanding ’ earhings"

‘and dividends, the'industrial mar-"
Ret is' likely’ to- move more as. a'
‘unit’ than over the past: year, for
‘what hag happened over the- past:
six’ months hag been the* develop=-
‘ment of a.number of cross-cur-"
rents that have brought individual'
'stock: prices”into" better  balance; :

- Durable Goods: Stocks:
i-Durable goods: stocks* generally”
areselling below: ‘prices- justified:
By earnings potentials; given an -
uninterrupted :period of full‘pro-
duction; :because: oflingering . in<
vestor. doubts-over' the: intermedi-;
ate’ termoutlook; By the: same"
token+non-durable -goods' stocks,’
which roseabruptly: in- the early’
months: of’ the year and: suffered"
sharpdeclines in recent nmonths,’
are currently: selling at’ prices be=
low-a: reasonable- capitalization’ oﬂ‘
current earning’ power. ;
.“Such groupg as-electrical equips-
ment issues, ‘steel ‘stocks; railroad:
equipment shares, heavy machin-
ery: and farm equipment shares:
should: out~perform: the: market in:
any . general advance. Spending
stdeks, of -which - movies, retail
trade .and liquor: are typical: nor=
mally - experienice: their: largest
earnings in' the: second half- year.
and current' prices appear to:rep-
resent. over-conservative: valua~’
tions . of . probable earnings and
dividends.. Bearishness : toward
aircraft. manufacturing stocks ap=
pears. overdone. AR

“The: following . are' believed to
offer good relative values in' the
current market: : 5

7

]
1 Recent
Issue G Price
American Bank' Note_.. =~ 40%%
American Brake Shoe:_55%-56"
Amer, ‘Mach: & Fdry.__ 355
American: Rolling: Mill:_ 405
American Smelting’ 64 1
Beech- Aircraft .o.coue- 21%.
S 1135%

Bethlehem: Steel: —ou-cx-
3 28%:

- 18%
(B4 1500 i 1 R s S 4815
Cutler Hammer _......
Deere & Company. :
Devoe’ & Rayrolds A._
Douglas ' Aircraft
Fairbanks. Morse
Foster -Wheeler  __.....
Francisco: Sugar’ .. ...
General Electric
General Tire & Rubber
Glidden: G :uocioca bl e
International Harvester
National Steel
Oliver::Corp: ailLiiin s
Pullman; <. divsiiog e
Westinghouse Air Brake
Westinghouse Electric =
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of ‘the —barrel

goods; and the absorption of such
8oods, by .our. occupation - forces,
. together. with, ‘all- the:destruction

- which ...occurred’;; under:: \military |
operattons added to the general o

scarcity. 2

“

LA qulck survey of these flscal o

pohc!es and ¢ depreclating cur-

rencies furinshes’ one with iuch i

material ‘for: thought in' connec=

+ tion 'with “the. fiscal ‘policy “fol-| "

~lowed by the previous and pres-
ent administration as it previously

related to and does now:relate to|
our  deficit” flnancmg, the- mone- |
tizing 'of our federal debt; the're=|"
‘duction of taxes when income was,

exceedingly . high,. the slight 'at-
tention givento the' proposition
of positively arresting the growth
of our federal debt Tow interest
Tates or cheap money pohcxes and
the surface, attempt to prevent. a
declme in"the ' buying power of

the Amerxcan «dollar through such
pohtrcal economxc umbrellas as
0 A i
The U.'S. Internatlonal Progr m

These matters cannot be: con—
sidered " to any materxal depth
without bearing in'mind' the pol-
icy 'established by ‘the . United
‘States in connection with World
War 1, whereby: the announce-

~ ment was made to' the world. and
the: policy “established that' we
. would support certain other coun-
tries in their military programs,
but with the strict understanding
that the government and the peor
ple of the Unitéd States would ask
for no. war booty, claim no terrr-
tory, and accept no reparations of
consequence. . This whole ap-
proach.was further supported’ by

the numerous loans made by:.in~|-

dividual © American  citizens and
corporatlons and by the Umted
States " Government, during  the
~interim November 1918 to Jan. 1,
1933. Furthermore, it is jmpos-
sible to' give this.‘whole. matter
proper consideration.’ without
bearing in mind the economie; po-
litical - and . social ' consequences
which must eventually flow from
the participation of the United
States . in ' the: following agree-

ments, programs and general pol- 2

~icies: ; SRR

(1) +The Four Fredoms enun—
.ciated by Mr. Rosevelt; i i1

v (2) The Atlantic Charter re-
:leased to the world by :Messrs,

. -Roosevelt and Churchill.

“1(3) The -Declaration by the
.United Nations; with the Umted
States a party thereto k I

:'(4) Lend-Lease, which cost
the people of the United States
du'ectly a sum  estimated' be-
‘tween $40 billions and $50 bil-
1lons, and ‘which indirectly may
“cost ' “the - taxpayers ' of "

" "lions: to $25 billions before the
= job is completely finished.

(5) " Thirty-five  Mutual ‘. Aid
“Agreements executed. between
"‘the “United  States and ' other
‘countries throughout the world,
“which' agreements further: ob-
ligate - the taxpayers of the
Umted States; ‘call* for -a“'re-
vision downward of our. tariff
dutles and a general revamping
“of our international trade pol-

= icies... i

- (6) Our partlclpatlon under
" the leadership .of Mr. Roosevelt
“.in. the United Nations Relief
‘and Rehabilitation Administra-
-_,txon in connection with which
.there is .so much international
“scandal and pilfering on a large
scale going on at the present
time.
. (7): Our participation in the
‘San Francisco - Conference,
. which led to the creation. of the
,United’ Nations = Organization
"with ‘its’ Security Council and
+ ‘other machinery’ which ' among
‘other: far -reaching :objectives

S lniemahonal Comm:tmenl
Of course” the de- :
cline in-production ‘of consumers |-

the| "
Umted States another $5 bil-

ki

-.,taxpayeryoﬁ ‘the ‘Umted States!
in the affairs of other nations,

»(8). “Bretton.’ Woods with: ‘its

i Internatlonal Monetary..Fund

and.International Bank for Re-

cconstruction; and. Development,

“togeéther with the lending power

of ‘the; bank 'must:be’ primatily
‘ financed by the taxpayers of the
<United i: States »if ' the . Bretton
Woods : Agreement ls to prove
i successful, .

(9) ‘The Britlsh Loan of .an
initial commitment ‘of  $3,750,-
000,000 which must be provlded
“by the taxpayers and the bond
purchasers of the United iStates.

i Orgamzatlon which is‘now tak-
ing form, and:which: is. a part
of  the British. Loan Agreement

..and, overall .approach ' in . our;

new world . program 1: i

Oppresswe Policies of Fore;gn
;Natmns S

yeik

i In :Eurtherl consideration of' thls.
international :: pro-|
| gram:-of  the: United States: it
/| should be. ‘kept .inmind: that for
centuries some four or five major|

far ' reaching

forces ‘have:been at work:in,many;
of the other top ‘ranking:nations:
of the ‘earth, and .especially in
most of those countries with which
we have allied. our efforts, and|
particularly ' certain: other ' coun-
tries  where' there is such great
need for social and economic re-
forms. :Some' of .the forces: to,
which I'now refer: are the: foIIow—
mg 1,

l) The recurrmg burdens

»whlch down' through' the ‘cen-|®

i turies!:were :placed { upon  the
| nationals’ of the countries m-
volved.: for the specifie purpose
<of financing great wars: primar-
ily engineered -and . encouraged
by certain militarists operating
wat . that partxcular time - and
place : ;
() Burdens  of tremendous
. ’significance imposed upon ‘the
‘people " either * in° the form ' .of
taxes, as we understand ' them,
or through’ involuntary : servi-
tude for the specific purpose of
“ building. great monuments (for
example the pyramxds, private
' tombs - with - their = fantasti¢
.riches. buned with. the remains
“of the particular leader,in pow-‘
" er):to honor the rulers of a par-
~ticular time-and perlod i
-+(3)+ Taxes - in -the ' form of
money and labor collected from
the people for the specific pur-
~pose * of building: vast - public
' buildings primarily for the pur-
- pose ‘of glorifying: the ruler in
.power, and secondarily for the
purpose -of ‘providing  unneces-

sary-as well as necessary places|

for the use and entertamment
. -of the people.: :

(4) +:The « economic burden
placed. directly upon-the people
under -State or other churches;
the ' pressure: being. applied in
. such a manner that the nation-

als: in.question had ne choice of
" action other than:flee the coun=

try or conform. The enrichment

of the State and other churches
~down through the centuries ‘as
+ evidenced by real'‘estate hold-
.ings, art treasures and other ac-

cumulations: which : represented

the ' labor of the people, has

reached values in the aggregate
.-of fantastic figures,

- (5) 'The enrichment of indi~
vidual ' rulers, : princes, ' poten-
tates, ‘etc., ‘through the direct
explmtatmn -of * the nationals
involved, resulting in vast ac-
cumulatlons of treasures ' and
property by the individual ruler
at the cost of his subjects.

Here I have: only mentioned|:

some- of the major forces which
have operated. :

It so’ happens that when the
Government of the United States
was conceived- (and- all as-evi-
denced by our Federal and State
Constitutions, the- statutes which

;. both eapital structures of:which.

"(10) The International Trade|

Lo kL ) O Y

Maylead to Disaster

down through' thie ‘years, thé ‘cas-

tom-of 'the  people, and the " de-

cisions of our lower, intermediate
and ,higher courts) a policy or pro-
cedure was accepted which ‘left
our: people free to primarily- es-
cape. these ' bad ‘institutions’ and
policies which: have been followed

in‘ other, countries.: “The; net; eco-|

nomic and ‘social consequences ‘of
the ' policies. we: ‘have:: followed
have allowed: our people: to exer-
cise! their: energies.'and ' intelli-
gence, produce on a high per: cap-
ita basis, live.simply and practice
thrift, 'and, as individuals, enjoy
the. fruits of our: labor. Until re~
cent’ years 'we “have been free to
use :our: own’ judgment, make such
contributions;. as’ we = voluntarily
desired . to''do, ‘and’ ‘manage our

{own: economxc and :social. affairs

without any material interference

ofiithé" part of  the Federal Gov-|
*ternment: It ‘is no strange ‘thing
|for the people of-‘the United

States to find themselves' enjoy-
ing. individual possessions: on a
level so far above those of other
nationals of the other countries of
the earth that a: comparison be-
tween- the social “and ' economic
status "of Americans - with = the
othet peoples of ‘the earth 'is of
little ‘interest: to  citizens  of ' the
United tSates.:

. But,the United States through
our entry into World War I and
World War II, plus all of the com-
mitments which we have made,
together with the policies. we are
now following, brings us into the
‘arena primarily as-a contributor.
The other nations of the earth still
assert that ‘in the prosecution of
their wars they propose to claim
territory, capture war booty and
they fight for reparations.

History teaches us that a coun-
try which is sufficiently success=
ful 'in’ prosecuting wars may. go
along for many ‘years acquirirng

| territory and loot and thus mate-

rially ‘relieving the war burdens
of their ‘people through bringing
back to them the actual goods, art
treasures:and even slaves so as to
more  than compensate its own
people for: the financial and ma-
terial  contribution = they. might
have made to the prosecutlon of
the war. ' Thus hag the game' of
war  been ' playéd ~down  through
the centuries.;. ' But “'the: United
States; follows : a course . which
says in substance:to; the balance of
the world—“we will help you suc-
cessfully prosecute your wars but
we decline to’ dccept into ‘the
United: States: any loot, repara-
tions or territories to compensate
our people for their contrlbutlon

Examples of China and. India

The other peoples of the earth
are. poverty stricken. Their pov-
erty is not due to the fact that

they. have ‘not worked, but duef

primarily. to, these explmtatnons

to which I have referred.’ The|

game ‘continues- to be. played. in
these countries according. to the
rules above specified, By this I
mean to say leaders are still am-
bitious..'The oppression continues.
There are no. effective steps being
taken to. enlighten  the.. people
against. the :oppressors; -and 'the
rich.leaders..of :the. countries;, in
question are much- less concerned
about the poverty and the social
and economic forces which are at
work' in their respective countries
than are the people of the United
States.

Take China and India for in-
stance, The provincial princes,
potentates and other aggressors in
those countries are primarily con-
cerned with . further looting the
physical energies and such little
intelligence as their subjects have.

These two countries are pri-
marily without means of trans-
portation or communication.. Illit-
eracy, ignorance and superstition
are the orders of the day, Liter-
ally hundreds. of ' millions : of

Chinese and Indians have little, if

head” of ‘their: government or. thé|
form’ of government under which'

'they :must “live: "In’ India; for in-|

stance] it is ‘quite’ the order of the
day “to: feed. foodstuffs, -which
¢could otherwise:'be: used. for hu-
man, consumption,, to the Brahma
cattle: But it would be ‘a terrible

sin to kill the cattle to be used as|

protem {in’ the form ‘of ‘meat :ani-
mals:in order- o sustain human
life." It is; quite in order: from the
vrewpomt of the Indians, for the
people - of the,.United “ States - to
ship: grain and-other foodstuffs:to
India while ‘at: the sametime the
Indiang divide foodstuffs with the
cattle. .

,In this connection it is interest-
ing to.,observe . the. testimony, of
Mr. Paul -Porter, OPA Adminis-
trator, .before. the Committee on
Banking and.. Currency. of :‘the
United. States Senate under  date
of May 10; 1946...1 quote from the
printed. record
“Mr,  Porter.
pletes, Mr.: Chalrman the: presen-
tation of: the case of.'-the agency,
with: the 'exception  of meat, and
I would like to state, before: ask»
ing Mr: Erikson to respond to any
questions that * members of the
committee might have, my under-
standing ' of  the position of the
agencies  concerned “with< respect
to a number of- suggestlons that
have been ' made on: an: experi-
mental decontrol or a permanent
decontrol of meat and hvestock
products. = -

“As 1 mdlcated in my dxrect
testimony this morning, it is our
position: that it would not only be

‘very dangerous-but: perhapsdis-

astrous.  We' think, further; that
the. diversion that. would . be
caused of the available supplies
of ‘grain  would likewise ‘ cause
many  serious complications; and
I think that the several agencies
of ‘the ' government, including
OPA; the Department  of Agri-
culture, and’ the Office of Eco-
nomic Stakilization, are united in
their . belief © that = every . effort
should  be ‘made to continue the
enforcement and  control  orders
rather than to abandon controls in
a most difficult field. We" feel
that experience indicates that the
problem  can be ‘solved, and we
propose to mobilize our resources
to solve it, and I do not want any-
thmg that I have said in discuss-

ing. the difficulties ‘of the prob-

lem to. be ‘taken to: indicate that,
we feel in any sense should we
experiment with a trial period. of
decontrol -or with the permanent
decontrol ‘of 'livestock -and meat
products.

“Now,  Mr.. Erikson is here to
answer: . any. detailed: questions
that members . of the: committee
may have. o

“The Chairman, - Yes..

““Senator - Millikin. Mr. Chair-
man, before we get into the tech~
mcalltles of it:

“I want to, say, Mr. Porter, that
you open a‘very new vista when
you ‘make . the subject of price
control aninstrumentality of our
foreign policy. Are you prepared
to comment. on that? -

“Mr. Porter. No, sir; only to
this . extent, Senator, that I be-
lieve——/

“Senator. Millikin." There is no
authonty of that kind in the law,
I bring to your attentmn to start
with, .’

#“Mr: Porter. . Except: that we
must take into account the short-
ages ‘in determining ‘the balance
of supply and demand before any
action can be taken; and as an
element ' in  those shortages are
commitments that = have: been
made, lawfully made, by this gov-
ernment, in the feeding of star-
vation areas abroad——

“Senator ' Millikin,. I am not
now making any final argument
for or against, but I invite your
attention to the fact that there is
no authorlty in. the law for mak-
ing price control an instrumental-
1ty of our foreign policy; and I
invite your attention also to the
fact that it'might be argued that

segmernt ol oul*‘ eéb’hdfﬁ}' ?:arry the‘, :
burden ofzoun’ foreign polxcy“ Wil
“Mr. ‘Porter! ‘It seemsto me

that, from whatever cause there'is ¢ .
pressure on:prices,: that'‘there: is '/~
the -obligation-of : the- OPA -under: - - .
"the emergency prrce control b {0 R
acth iy el e R
~For 'soi many centumes India and i
China’ have been ‘subjected:to ex= 1
pleitation,’ faxation,“slave™ labor, -

and' the’equivalent lof a ‘composite -
of ‘all ‘of thesethat 'what. they'are -

prtmaraly ‘concerned about-is-how * /

they" can-retain’from' their daily
efforts  “a “'sufficient:amount: of -
material’ Substance to keep soul
and* body - together. - ‘In some" of
these” “areas, ‘human' beings- afe
born, ‘spend their lives and die in
a commumty without getting 'as
far ‘as five' or’ ten’ ‘miles away
therefrom to see what is' happen-
ing' in the other’ féllow’s com=

I munity. Due to favorable climati¢
Now, that com~‘

conditions a’ great excess of food-+
stuffs may be producedin ‘one
area, while ini anothér area within
a reasonable distance ‘there may
be crop failures due to _particular
weather’ conditions or’ other, ad=
versities, but by reason of the ab=
sence’ of transportatxon facilities
the surplus goods in the first area
cannot: and. are not transferréd to
the  deficit area. For the United
States to step in and'through such
anagency as, UNRRA attempt to
relieve such conditions to the ma=
terial - advantage of the  victims
involved. in' sheer nonsense. ' For.
the people of the United States to
perform sufficiently as measured -
in tons: of foodstuffs to -bring
about " material relief to the hun=~
dreds 'of: millions' of. people; inw
volved and‘ maintain  that relief
over a period of years would re=.
solve itself into a task whxch is.
utterly impossible.
-In_China,” for instance, where :
the >armies of Japan, the United
States, and the British Empire op .
erated and :where the armies: of -
the Chinese National Government
and the Chinese ' Communistie
Government' now. continue; their
Civil: War,  you find: where the
usual activities of the people have -
been so  completely ' interferred
with 'that the suffering is of.
course more severe than would be
the case in the' absence of ‘the
prosecution of war in that gen=
eral ‘area. The scarcity of goods ..
and the use of the printing press, .
together w1th ‘the' “absorption’ of
consumers”. goods by invading ‘ars
mies, have all contributed to de=
prematlng the Chinese : currency -
to a point where it is almost
worthless as :measured’ with the
currencies, of : countries such as
Egypt, Siam, Sweden .and the:. .
United States. . : &

. Not'a Problem for U. 8.
These leaders and oppressors let

the peoble ‘of the United States . .

worry about the poverty and the
degradation  of / the - hundreds: of
milliong of Indians'and Chinese.

No. country ' is rich:enough.to

buy the good-will of the leaders :'.
{and the ‘nationals of other:coun= -

tries. If ‘all of the people of'the
United States 'reduce themselves

to sheer poverty they ‘cannot pos=~ . .

sibly make a -contribution  suffi- /
ciently .large: to the hundreds of :
millions ‘of ‘people in ‘India:and -
China, and- aII towards' removing -
the poverty in those countries to
even make a:good -gesture. < To
claim that the United States i§'the
arsenal “for -Democracy * with” re= :

spect to human beings and blood,

dollars and materials, and other X
physical  contribution. is to -over=.
look the: outstanding and funda-
mental fact. that God “Almighty
imposes upon " other people.re= .
sponsibilities  the 'same "as upon':
the nationals of the United States.
If the oppressors of other peoples .
and other lands are to continue to

follow. a, course which forces their.
nationals to suffer economically -

and socially, pray tell me upon
what basis can there-be found a
sufficient ; amount - of. -strength -

among the people of the United ..

.tremendously involves all of the have been approved by Congress { any ‘concern about ‘who ‘is at/ the [in doing that you afe making one | States to solve the social and ecos |
. g, ik ¢ e g a tol g a o .
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: ''nomi¢ problems: of the",peoplesﬁﬂ ;
' the other parts-of the world? <. ‘f-
i The currenciesin imany ‘lands,

. 'of .too much
©fiscal policy.
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are rapidly depreciating  because |
government-and bad |

There are three or four rare ex-
ceptions; . .In::Siamy  Egypt-and
Swederi; the (riational: leaders and
the people.seem; to. have, their feet
squarely«.onithe ground; are: in
control jof their fiscal policies; and,
are following;-sound:.-procedure;

~ and they are_greatly contributing

towards. . stabilized:: government
and - sound  fiscal. policies: in..the
family, of nations. It gives a per-
son possessed with a conservative
mind, great. encouragement - and

_relief to-visit in these three coun-

tries,” econfer with' their leaders,
and; hear these people talk con-
structively and see. them’ acting
construetively in a world as badly

. disorganized and,working at such

cross-purposes as we  find to, be
the general rule today. It is only
natural that in these countries we
find their currencies more or less

- appreciating in buying power as

‘related :to. the -currency of “the
United States. For instance, the of-
‘ficials of one of these countries
informed: me that only two weeks
before my visit to that country it
had become necessary for them to

. depreciate the ' currency of the

United States approximately14%.
Many of the people in these three
countries feel ‘that the United
States is rapidly 'drifting away
from 'its conservatism, and that
unless we“establish a more con-,
gervative course-it is only-a mat-
ter of time until these other coun-
Aries will have to further depreci-
ate the currency of the United
States, . - ;
Time for People to:Take Stock

It is time for the people of the
United ' States  to take stock of

what is going on here. No intelli-
‘gent . person  can  view. without

< alarm the  monetization : 'of  our

federal debt which has occurred
during the past 15 years.. Our ad-
ministrations have done little in

. the ‘way- of informing our’ people

of fundamental causes.and conse-
quences. It will be a miracle if
the United States escapes a far

.~ greater degree of disastrous de-

clines in.the buying power of the
peoples.currency than that which
is already evident. . =

‘++ The ‘proper management of the'
Jpresent.federal: debt (to. say noth-
dng @about:additions that may be:
made thereto) is of first impor-
tance to those people of this coun~
try who have some concern about
the economic and social conditions
of our citizens. Any administration
which  lightly = deals . with ° this
question. of the ' “Management of
the ‘Federal Debt”  hastens our
people  towards ‘'the 'day Wwhen
their -buying power in the form of
our nationa] currency will amount
to very little,

 Stettinius Named Rector
Edward ' R. Stettinius, Jr,, on

“~Aug. 9 was named . unanimously

as rector ‘of the University of Vir-
.ginia'and Chairman of .its govern-
“ing ' Board 'by: the ' University’s

- “Board"of Visitors; according’ to
- United; Press advices from Rich-

mond. . The former’ U. S. Secre-

““‘tary - of . State iand‘ Chairman :of

- this - country’s delegation - to ’ the

* United Nations. becomes' the - uni-
. .versity’s 26th rector, the post first

filled by :Thomas Jefferson.:

=% 'The position corresponds to that
“"«of Chancellor in other universities.
- John Lloyd Newcomb,: as'.Presi~

dent, is administrative officer. Al-
though he did not remain to grad-
wuate, Mr, Stettinus, who is now

.46 years old, was a student of the
- University of:Virginia from 1919

" t0:1924. At present -residing in

Virginia wthinan “hour’s: drive

- from the University, Mr. Settinius

is reported :to have said that he
planned to:devote as much" time
as necessary to advancing ‘the in-

- -terests of the:institution, its prog-

- gredt ‘extent on‘thé cofitroversidl’decisions over the' pérsohnel’

' UN’s General Assembly: this year; or on the other

5
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i FUE e {(Continued  from page: 878) qradeneand
‘their satellite 'spokesmen; ‘including. Mr. Bujade ‘of Yugoslavia, and
Mr. ‘Manuilsky of thé ‘Ukraine, brought up the ‘Albanian’ issue, with
speaker after speaker repeating the same arguments a la phonograph-
record-revolutions; ‘the : triplicate vérsions’ in  Russia, French; and
English requiring ‘six-hours, '’ sl b bl edand o
‘. The'ability ‘of ‘the'Conferénce to-get going has’depénded’ t)ré;lg

ofthi

Wk

committee: chairmanships, particularly” over::the ' !
Steering Committee ‘and’the Italian Commission.!
Even-so,-Mr, Byrnes hagi clearly been unable de=:
cisively to ‘clamp’ down -on M. Vishinsky’s or (M.::
Molotov’s - diatribes™‘on’'the Italian "treaty. :Tt'
largely ‘depends: on the parliamentary ability“of
the Steering Committee’s 'Chairman whether the !’
Conference finishes ‘its work  before the‘General
Assembly is scheduled 'to meet. 'This timetable is'
extremely fiecessary,.for if’the Paris Conference -
should: stopi for ' an intermission; it is‘ generally-
thought' that: the Russians will ‘block -its recon-
vention' indefinitely. Hence a coming iresult. of
the: Russians’ present filibustering . may be "a:
forced choice between; on the one hand ‘continu- .
ing this conference and entirely abandoning ' the

hand ‘‘of ' indefinitely ' sine: die ‘abandoning: the:: k
peace:making  before ' the :completion ‘even . of
these' tentative pacts... i b S

V. Molotov | ;

R T #! i e S
; In. connection with.these delays it must be
. further borne in'mind. that the agendain-a-sense
«-is: only preliminary, because Germany and Japan,
.which actually compose, the .crux:of -peacemak-
.ing, are excluded therefrom. In this connection,
Mr. Evatt’s vociferous championing of the rights
 of small powers must be recognized as being mo-
. tivated, not by concern over Italy, Finland, and
.. the Danubian States per se, but by the Australian
| Foreign Minister’s: desire  to. establish a satis-
“factory pattern for the-later making of peace in
the  Pacific, Joined ‘with Mr. Evatt in his:pro-
- Small’ Power ‘battle because of ‘their ultimate
~iconcern over the Pacific, is New Zealand; and
with their eyes on the German settlement, Bel-
~gium and the Netherlands. Completely outside of
‘this lineup, of course, are the Russian satellites,
! who vote as a solid bloc ‘of “stooges”: ‘Czecho-
"Herbert Vere Evatt - slovakia, Yugoslavia, Poland, the Ukraine and
- White RliSSia.* e !
E R

The Soviet’s Economic Warfare .« . =
 While the Conference verbiage rages' on, Soviet'and Satellites,

Inc,, are sparing no effort, nor procrastinating in the slightest; in
pushing their own economic campaign. ; RTINS
Moscow is vigorously proposing to‘Sweden  that she turn: her
freign trade eastward by agreeing to -earmark for export to the
Soviet:300,000,000 crowns worth of goods a year in exchange for Rus-
sian ‘goods of 100,000,000—a bargain  hardly to the- enrichment of
Sweden, - - : YIs S

- In the disposition of Germany, the degree of centralization “of
her administration will be the main'determinant of Soviet‘economic
influence ‘in that country. The removal ofcommodities ‘from ‘the
Russian . zone is causing Germany’s inability ‘toii payfor her 'inZ!
“dispensable  imports by ‘a  gap ' equivalenti‘to  over::$400,000,000:
annually, thus' creating an additional ‘heavyfinarecial ‘burden ‘that;
must be borne by the financial resources of the: occupying powers.
Despite Germany’s dire financial difficulties, $10,000,000,000: is being
;)ﬁfici::\ylly demanded by Russia from Germany by way of “repara-
ions. - ; . ‘ -

The Russian ‘policy definitely is violating the provisions of the
Potsdam 'Agreement, which created economic unity ‘of :Germany:as
a whole, and specifically forbade Russia’s present removal of com-
modities or currently produced. stocks. 3 e

‘In another sector the Soviet satellite: Yugoslavia, is claiming $1,~
300,000 'in ‘reparations  from' Italy, because of: property ‘damages
inflicted on her. This brings the total of reparations: claimed by the
small nations against Italy to $5,736,000,000.. !

‘" In Adstria Russia has transferred Soviet-held Austrian industries
to" her own  ownership, ' thus violating -agreements,’ ‘and directly
countering the restoration of sovereignty. Here again the Russians
have absurdly stretched the interpretation.of the term “Reparation”
beyond all reasonable limits, and distorted it as an excuse for eco-
nomic penetration, ! fitd :

i

" P * »; * 2 ¥
The Lack of Principle in Peace Making - -
- From‘the worldwide public’s view, the most discouraging feat-
ure: of the -Conference, is: the: complete 'absénce ‘of ‘basic’ prineiple
and integrity. - Compared to ‘the present utterly cynical injustices and
haphazard : inconsistencies, -Versailles: represented ‘the--epitome :of
principle. 'Now -there 'is  being achieved neither principle nor:even
expediency.: Paris is-not even :getting -the partial benefits of Power
Politics arising from an:-effective: alliance with Russia." So ‘to’the:
world ' the efforts of 'Mr.: Byrnes, no matter how indefatigable ‘or
sincere, look distressingly abortive. SR G i
A PR Y

- *
Toward an International Civil Service rha

The formulation of a Secretariat by the United Nations is con-
fronting -the concerned top officials ‘with: great difficulties: - They
have been making valiant efforts throughout the summer: months
to acquire a corps of the most expert individuals in a worldwide rep-
resentation.’ But the factor of urgency has been a severe handicap,
many. central - governments being unwilling suddenly' to" release
experts from their service. Then too.there has been a great practical
difficulty in achievizg the desired geographical balance in the dis-
tribution of  jobs. . £ A E R fe L S e DO

< A great’and worthy effort. is now being made - to- establish ;

ress and its welfare “to the maxi-

s mum degree)’ 0
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single unified civil service for the UN Organization and its special-

AN T o B " R A T ADGIEE.
| of the £0ilowing ‘speriaiized] direncies? the  iternational Bank Orgdn-
‘Organization, the International .-

ization, "the Food- and ‘Agricultiure
Bank for: Reconstruction and :Development-the International ‘Mone-
tary Fund, the Provisional International Civil Aviation Organization,
the UN FEducational.Scientific and Cultural Organization, the World
Health  Organization, and. the ‘International’ Relief Organization. " "
.7 It ‘should be a fundamental aim’of the World /Organization ‘ta -
develop a truly;expert:international civil service; lin the highest con.-
cepts ofi that' term. ! That ‘is; 'the ‘underlyingqualities: should -‘bé
expertness,;and professional: permanence: In..these.respects’it must
follow!the traditional lofty practice of the British civil service rather
than, the; United States Government job. technique. . That is; political
fpull’yiin, the designation of “appointees Jnust - be eliminated, there
must, beyno gepgraphical Jlog-rolling, nor should,ideologi¢al jopinions
of the individual be determining;’ and, an overall career. spirit. with

| Barter

pride and.a consciousness of permanence, must
is far from easy. But it can and must be done! . . et

e, be instilled. - All this

large:scale’ by the civilian agen-~
cies '0f the United:'States Govern-
ment is.to continue is regarded as!
a retaliation provoked by the ‘def-

- |inite . conclusion: of ' the  Anglo-

Carniadian wheat deal. ‘Since Brit-
ain chose to disregard the Amer-

ican  objections'to ‘that 'deal, the |

United » States - .Government has |
made, it is contended,'a gesture to
show:that:it is also quite willing
to use the weapon of bulk buying, |

is anxious that every other coun-
try should give up: bulk buying,
as .a-nation, it -means to make use
of - that :method. The fact that
doubt has come to be cast on the

favour: of private trading is an:

tendency -to  regard’  American
statesmanship ‘as highly ‘Machia-

statesmanship, : bt R
There are other instances which
are quoted by those who believe

that the Washington Administra-

trade doctrine it preaches for the
benefit of others. There is the
bulk “buying  of  Cuban ‘sugar.
There is the barter agreement be-
tween  some: leading American
firms and the Italian Government.
There ‘aré the terms"of the loans
granted “by  ‘the Export-Import
Bank; under’ which the borrower
countiry has to'spend the proceeds
in the United States. British opin-
ion is beginning to become,’ con-.
disérimination’
United States.
According ' to 'one :explanation,
the American policy in this sphere
simply aims at strengthening the
bargaining position of ‘the United
States at the Internatonal Trade
Conference next year,. Until re-
cently it was generally believed’
over here that bargaining at that
conference ' would 'assume  the
form ' of inducing .Britain  and
other' countries fo abandon  dis~
criminatory ' trading., methods in
return for a drastic reduction of
the American tariff.  And since it
is generally assumed that such a
drastic reduction is politically im-
possible, there 'is a' widespread
feeling that ‘the trade conference
is, doomed ‘to' break down. It is
now-beginning to be realised that,
in-addition’ to the tariff ‘wall,the
United States will: have another
bargaining weapon, They can of-
fer the abandenment. of diserim-
ination: by the: United ‘States: in’
return for: abandonment. of ' dis~
crimination by ‘other: nations.:
.‘*According to .another. explana-
tion; | the: growing: tendency to-
wards the adoption of discrimina-
tory:  trading: methods: by - the
United States is simply due to the
rising trend of American :prices.
Discriminatory trading -is always
the  weapon - of | the. country 'the
price level of which is too: high,
A eountry with low prices can af-
ford to depend on multilateral
private trading. ‘A country with
high prices on the other hand, is
inclined to play for safety: by as-
suring its markets abroad and its
imported . supplies by: means’ of-
“artificial” trading methods. Dur-

is practiced by the.

ized agencies, It is hoped that the unified personnel will include all

ing the ’thirties Germany resorted

if necessary.; It is: eveni said by |
some. that, while the United States |

sincerity of the:American policy in |

other manifestation’ of ‘the mew

tion does not live up to the free.

and Bulk Buying

{(Continued fromi’page 881)

to discriminatory trading, bécause
the 'prices: of -its, goods. were: too
high 'owing' to the; rearmament
drive. It was widely assumed that
Britain ‘would have ‘to pursue.a
similar’' policy” after ‘the  war, in
order to ensure that she-can re-
cover ' her ' foreign markets; and
that ‘shé’ can -cover : her ‘require
ments of imported raw materials.
Indeed, «discrimination’ has i come
to . be regarded: as Britain’s i na-
tional policy, which she was pre-
pared to relinquish up to a point
in return for the loan ‘of $3,750,~
000,000, A S
Now that American prices have
apparently - risen . above, British
prices, there is a revival of cop= .
fidence in Britain about the pes-
sibility ‘of balancing international
accounts on the basis of multilats
eral private.trading. On the other

: ) Eafig a1 / ¥
vellian<-fusty as-Americam opin] . nd, it is felt over here that in

ion is in the habit of attributing’
Machiavellian motives ‘to, British'|

the course of the next few years
the’ United " States may well ‘as-
sume ‘the ‘role ' which Britain
meant to play in the post-war
world, and will seek to safeguard
her “trade by . discriminatory
means, It is considered to be well
within ‘the ‘ realm ‘of possibility
that by the time the international
trade: conference meets  Britain =
will be defending multilateral pri-

vate trading against the’ American

scious’of 'the extent to which trade.

policy ‘of "discrimination,  This
may: : sound ' fantastie,  but 'the
world -has witnessed more absurd
changes of policies,
i8]

NASD Amends
TS B S i L
Uniform Practice Code
The board of governors of the
National Association of Security
Dealers, ~:Inc.,”  has  approved
amendments to the National Uni-'
form Practice Code to provide for
settlement of - regular way' con-
{racts on the third full business
day..following the date’ of' the
transaction, instead of on the sec~
ond full business day, as at pres-
.ent. An announcement: was issued
on Aug. 8, by the NASD to this '
effect, the advices also stating:
The ‘amendments’ will. become
effective .to cover transactions
made on Thursday, Aug. 29, 1946,
and ‘securities traded regular way
on that date will be deliverable

‘Wednesday, Sepj:. 4,:1946.

O

'Lang and Rozell in .
‘Reserve Bank Posts '
.7'The directors of ‘the: Federal
-Reserve Bank of New York have
appointed Peter P. Lang, formerly
‘Acting Manager: assigned to the
Foreign. Department, a Manager;
‘and ‘have  appointed " Walter H.
Rozell, Jr. an: Acting = Manager.
Both ' Mr, Lang and Mr. Rozell
have been assigned to the Foreign
Department.::: The : Bank’s " an=
nouncement Aug. 9 added: -
"“Mr. Lang has been with the
bank: since 1926; and‘has been
connected’ with the Foreign De-
partment since . 1932. Mr: Rozell
has been with ' the bank ' since
1932. He was formerly Chief of the
Reports-and: Analysis Division of
the:: Foreign : Department '« and,

more. recently,” Special 'Assistant
in that Department, ;;; v @ v
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'Today*the lines are more sharp-~.|:
The'|

.1y -drawn :than ever ‘before,
* forces.of reaction: bent on rooting’
< wout the reforms: instituted by our;

"+ late liberal - Jeader, :Franklin D./

Roosevelt, -are  ‘emerging; from:

theirhiding places.. They-are call-

“ing for us-to turn back to normal-

cy.and to ’Che gond old days of the
V192085

But this txme they have learned
from experience.. They .know-that
~.the .American .people .will .not be:
taken in by their-subtle  phrases.
. .Conseguently, like the-chameleon,’

; they have adopted.different colorf
¢ :ations, * Wnlike ' the . chameleon,
. however, which changes.its eolor
« ronly: for 'self-defense, they «do so’|
+::to further their pown personal and|

political ends.

Who Are .the Liberals?
Cansequently, it becomes more/
Jimportant than iever forus to ex-
~amine.our:own‘ideas of liberalism,
"1to :question-and 1o bring ithe full
dight.of public scrutiny to bear-on
these multi-colored, self-professed:
champions of the hberal ‘way' of
life. "We must ask ourselves—Who
are ‘the Liberals? “What constl-
tutes a Liberal? -
- Certain.  self-styled - “hberals
.- 'such as‘former President Herbert
‘Hoover, my able colleague, Sena-
tor ‘Taft, and the Republican Na~:
‘tional ‘Chairman, the ‘Honorable.
B. Carroll Reece, have claimed the
title. They have sought to wrap
“themselves " in  the  mantle of
Thomas Jefferson, zestfully quot-:
~ing his-statement that “That gov-
ernment is best which' governs
least.” Allow me fo remind them
‘. ~that, because of the conditions.ac-
tually existing iin Jefferson'’s time;:
" “he ‘then rightly saw big_ govern-
“ment as the sole potential oppres-
sor of the common ;man. Teday,
‘the. . situation ‘is very .different.
‘Confronted with the.economic and'

political power:of the trusts, ‘mon-1

“opolies.and.cartels, he- would even'
as'did his -spiritual ‘and: polxncal'
.suecessors, Woodrow Wilson -and

' ‘Franklin' D., Roosevelt, -quickly?

<. have distinguished where the true

. danger "lies ‘and "have advocated |"
-effective ' government ‘regulation
and control‘to-protect:the comman,
- man against: exploitation ‘and qp~
ipression:at the hanis-of this mod- |
- «ern menace to.their: freedom: -
< The " spokesmen :of entrenched
dnterests, realizing that the Amer=,
dcan peqple ‘cannot again ibe lulled.
~-10:sleep by their political and.eco-,
-~ omic bromides, have :embarked:
« wupon @ new technigue. Now ‘they
-piously-disown the rantings of the’
Aranker:if less-reactionary of their:
.:school,.and, ‘instead, seek to clothe.
; wthemsel.ves intthe shmmg raiment.
of defenders of what they fervent-:
“}y iproclaim: to ‘be “the Amemcan
way of life.”

" The *American way‘of life,” in-’
deed! I protest in the name..of
"Thomas ‘Fefferson; ‘authar ©of the-
‘Declaration of :Independence -and

the Bill of Rights! I protest in the'

name .of Andrew .Jackson; -hard-
i ‘hitting foe of the vested 1nterests

of his day! 1 protest-in the name'

of Abraham Lincoln. whose faith
., and belief in.mapkind transcended,

the color ‘line!. ‘I ‘protest in . the'
~name 0f Woodrow Wilson, who
--first awakened the jinternational

-conscience of ‘America! I protest’
--in -the name of ‘Franklin ‘Delano’
*/Roosevelt whose mantle the reac~
v:tionaries «of the 21st-century will;
~doubtless seek to don!

i But let-us return o the ques-
"'tion of .what does constitute a true.
Liberal. The record .of the two,
.great political .parties, while con~
- iribnting abundantly 1o '‘the whole-!
.some growth and progress of our
couniry, leaves no doubt in the
minds of students .of politics .as to-
v which party follows the .conserva-'
..tive ‘political line and whlch fol-
lows the liberal line. -

~Jefferson, ‘Wilson and’ Roosevelt
"Liberals ;. . {

; Jefferson, Wilson and Franklin’

:D. "Roosevelt best represent: the'

‘liberal ::principles. for ..which-: the

‘Democratic Party: stands, :while

‘men like Benjamin Harrison; Wil=

.ard ‘Taft represent the:stout con-,
‘servatism.of the:Republican Par-

'ty. This ‘general:.definement; (of:

_party principles :is not .always ap-~
plicable :to:4he..individunal repre-
_sentatives .of the iwo-.major.-par~

‘ties, for oftentimes wefind great.

leaders ‘of liberal thought ‘on ‘the’
Republican’side ‘of ‘the aisles fin,
-the House and Senate-and at.the
same -time ‘we hear the' voice of
conservatism raised by :members
on -the! Democratlc side of the
i aisles,.

. In recent years, the Repubhcan

Party ‘has ‘been -able to' boast of

suchliberals as the LaFollettes, Sr.
and Junior, Norris' of i Nebraska
and ‘Borahof Idaho; while .on the

‘Democrati¢ side, we-have had stal-

wart conservatives such as Cotton:
Ed ‘Smith:of ‘South Carolina, John
Sharp Williams of ‘Mississippi. and

Carter Glass of Virginia.

Further emphasis on the differ~

| entiation of views of the ‘two par-

ties I recall a statement by Sena~
‘tor Hateh (D., ‘N. ‘M.) who ex-/
plained that the- Republican Party
has never successtully sponsored a:
ma]or, liberal ' reform measure
since the ‘days of ‘Abraham “Lin-|
coln, and, again, a statement from
‘Woodrow Wilson that “the Repub-,
Jican ‘Party ‘has not had . a liberal
thought in 40 years,”. which, with’
the -passing .of time, makes it 70,
years now.

- Of course, we all recall the cru-
sading hberahsm of former Presi-
dent Teddy Roosevelt and of Wen-.

Republican Party for..attempting

conservatism.

Basic . Concept  of Liberalism

Liberalism, -~to ‘my  :mind, is.
lies;in the -ethical and. spiritual
field, It is @ firm ‘belief :in :the
lignity and fundamental integrity’
cof mankind, in the knowledgethat,

-table :.and «desirable, -and . in “he,

mankind can
“puild 'its «own ‘brave::new .world
without the help of self-styled all-
powerful totahtanan ‘*leaders" or.
“master sraces.’’

The other consists of a burmng;

_desire .to implement this funda-
aental belief—to fight for its full
realization  to the end that: all
mankind’ shall ‘be: free, not only’
\politically free, hut free economic-
.ally as wellias spiritually to.enjoy:
the :fruits of ithe earth. It-is this’
driving force, .this craving need,’
this rinsatiable appetite .to better
fthe Jot-of 'humanity which has:
-.motivated..our. great liberals, re-
ligious. .and :political -alike, imm
the-.dawn, .of Tecorded: thistory

own ;generation.:

humihty-—-well conscious of ‘the

fact “that -others"/have’ doubtless'
.stated the.case forliberalism much |
more ‘eloquently than T can -ever:
:hope to. *This thought, however, I,
-should like 0. emphasize. The Lib~

eral ..cannot :and: :must: mnot be
judged by :words: alone. He must
'be judged by his deeds. Lip-serv~
jce is not.enough. Nor canhe be

judged by his stand .on one issuge’
alone, but on the entlrety of his];
pohtical and -.economie ‘philosophy’
and on ‘the ‘steps he takes Ao im~

plement them.

ering the distinguished and eapa~

that of a truly . great Liberal :as a:

joint - sponsor -of the Wagner-El-

s mare .careful .examination'of +his-

 ests-of special privilege.. While,'on:
liam-McKinley and William How-{

‘Liberahsm Nat 2, Matter of l’arty

 political party ' affiliation. .

-dell Willkie, but we.cannot forget:
-what happened to them within the

to reform -this ,pohtlcal mtadel of
-] to the Congress almost.a year.ago..
| His program .constituted a - veri-,
"] table .economic Bill of Rights, Yet,;

rooted :in.two.basic concepts. Qne ]

progressiis necessary;:it:is inevi-
| profound’ conviction: that, gwen,
‘|the “:opportunity, .

.our: Declarationof Independence
1and .our-Bill .of Rights-are-carried;
-over infopur: complex ‘eronomic

down through. dhe years 1o our

1 ‘submit” this definition in’ all‘f

Judged by one issue akme one:
might even be misled into .consid~.

‘ble Senator Robert Taft a-liberal!,
After all, his name is :joined with

lender-Taft Housmg Bill!, But a

record shows that he far:the most:
part, like the members of his par-
1y, «consistently ‘voted against: the’
will of the people and in, the inter—

‘ conservatlsm-——for many: conserv-

tongues‘ Yet perhaps this was
not-a:teue test/of liberalism versus |
-atives ‘= let it be said- totheir
«eredit—+voted ‘for ‘the 'TFERC, /. But
Jmany: selfastyled Liberals-—when
. faced. with the 1ssue-—-were found
wanting: !

“The Flur Labnr Standards Act

‘the -one -hand. -Senator: Taft wast
sponsoring housing: for our veter-
ans, on ithe ‘other e’ ‘was leadmg

the fight: to: emasculate “priee’

control ..and: force- the :price . of
homes above ithe capamty of the

| veteran to pay!

No, .one hberal.éct does not’
make :a .‘Liberal.  Even. . Benito

;Mussolini.did' drain: the Pontine :
'marshes .and .make the trains run-

on time. ‘Yet history will hardly
classify him ‘among the beerals
of our day.

Affiliation
sNor is Liberalism a matter . of
(X iam,
proud of the fact that my party,
the Democratic Party, has . long
been :in‘the forefront of the battle:
for diberal principles. I am proud

9 other :of President Trumans es-

'} cannot achieve . full” production’

But let us move: akmg 10 an

:sential planks. “After a strenuous’
‘battle,.'the ‘United :States- Senate’
passed ‘a 'bill ‘amending the ‘Fair

Labor Standards ‘Act :to raise the
minmum ‘wage .of -our “industrial
workers 'to 65¢-an hour and to ex-'
tendiits -provisions’ to *thousands
of “workers: not ' covered by “the
‘present Act.’ "This was a major
v1ctory for:the forces of liberalsl
ism." It would seem a simple, ele—
mentary . economic fact ‘that’ we

{and sound prosperity -while thou-!
sands of Americans are compelled
" to. struggle -along on a mere pit-
tance 'of 40c ‘an hour.' Yet this
bill-—a’bill essential to the healthy
functioning 'of our- economy—was
quietly throttled to - death by "a’
small group of conservatives in
the Rules‘Committee of the House'

of ‘the ifact ithat it 'gave birth to:

jthe New: Freedom of Woodrow

Wilson :and the ‘New Deal of
Franklin Roosevelt. But I must’
frankly ‘admit that I have ‘been
deeply disturbed by the actions of
some members -of my party and’
algo of some devélopments in cer-
tain sections of the nation, where
hooded ‘'vandals, hiding ' under the
fair name of democracy, are seek-
ing ‘to-undo the progress which'
has been so hardly won in the past
few years, and to perpetuate, on
any sacred soil of ‘freedom, the
bestial ‘doctrines. which we have'
defeated at so grievous'a cost on,
foreign shores.

No, I am sorry to:say, alI has
not gone well swith the Liberal’

cause .in-this past year, President:|:

Truman charted the way with Jhis]
21 points which he first presented.

nearly-a year later, we-find that.
few, of * hig. " pomts have been
a.d ted,

As the Jate Al Smlth used to say,

"‘Let us ook .at the record.’: One
-pf :the “most -important plankﬁ in

President. Truman’s: platforn:wa

the ;adoption :of a-permanent Rair:

Employment’ ‘Practices ‘ :Commis

sien, an FEPC with -teeth, «©m-

powered 1o .see to it ‘that - e
political “principles :embodied i

life of today. This proposedileg
‘lation merely .asked that the:fu
damentally American idea-of free
«dom :0f .opportunity ‘for:all,
‘gardless of race, color or-creed;”
written iinto ‘the law :of ‘theiland.:
Xet FEPC lies «dead—mo,- not
-dead, Torthat :ideal .can :pever die

| ==but.stunned-beaten’down by an’

‘obstinate, :obdurate ‘minority:of.
conservatives, some bent .on. pre
serving their-own special? privi
leges, others  looking. ' longingly:
into the past :and heedless:of ithe!
world ‘of 4he :future. - These:men|

not only ishowed -a -callous’iindif-}

ference ;1o the multitude wf con=

tributions — and  ‘the -sacrifices,|Pe

rendered by minority ‘groups’ o
our " common “-war effort==biut;
-even more serious;:they, by itheir
-actions, :cast:grave douhbtsdm other:
lands ‘across the sea: on the:mo-'
tives and the war aims .of the
United States, It .will be difficult
indeed for ‘the peoples:-of: those
nations 4o “reconcile --pur-words:
with our ideeds, for-they-are:not
in :a ;position -to know :that these'
‘men speak only -for an .outmpded
aninority;-a minority which- ceould)
win -only by -employing-that most.
undemocratic of all parliamentary
tactics—the filibuster. " This mi-~
nority-deliberately closed its eyes
to the wishes.and.the -welfareof
-the American peaple .as .a. whole
in. order. fo .concentrate. all their

of Representatives! 'The cause of
liberalism — or rather American- |
ism——suffered another damagmg
setback. , -

Again, the President, seeking: to
declare ‘it .a national pohcy that
every American citizen able and
willing ‘to.'work has a right to

work, asked for the passage of the
‘Full Employment Act. ' This bill
was finally: passed and signed by
the President on' Feb. 29, 1946,
but not until it had been watered
down somewhat from: the ‘legisla-
tion for which .the President had’
asked. . Nevertheless;: it -wasia
step in the right direction, and: it.
‘I will be perfected as time goes on.

Price Control

In-the light of what hag subse-
quently happened. to price .con~
trol. we can be thankful indeed:
to:‘the Liberal Jeadership. which|
was .dble. .10 .achieve -even . this
minor victory, for, in the face of
ever-mounting costs-of-living, the
‘honest, ‘hard-working -men  and:

ave been.even more hard put 1o
.make ;both:.e ds ,meat Lhan

tplctures \Qi :the rye diberal
,npposed
Never 1 r1veut;).u‘e to say,; ‘has Con
gress. "been: subj

Jeveled -ggainst :price. control. " The;
entrenched: ‘interests: brought.-.up
their: heaviest ;artillery. in-
fight.. . They:did-so because
knewthat the great masses.of the
people were«for priee contrgl—
hey iknew ithat ‘the -average man
had.not: forgotten :the cycle: of
“boom’ and:bust’’;that.followed the
Jast ‘war—yet. they believed that
by ‘pouring:out their.money: o
purghase-ads in which they-con
_stantly ‘reiterated -a-series pf- egé—
gmic “falsehoods  they could: $0
nfuse the American people: that
their dims’ eouid -be:achieved,

were \allowed 1o hBVe~ th
Yow are:all. aware-of -what: dmp-
:pened—soaring . priges,.rent evi¢-,
'tions, and-econpmic misery. for all .4
those on’a-moderate fixed income,
Coupled withithis.'was :the. pros-
pect.of ‘further.strikes as: Ameri-
-can , workers.. found - their.. hard.
earned gams w;ped out by nsmg.y
inflation. :

~Aroused. by thls issue ;as never
before,-the :American people made.
their wvoice heard; - They ‘were: in
full :sympathy with President Tru~
man“ when he vetoed the “sham
Price Control Bill: which had just
been .passed: by - Congress—and:
they . made that sympathy known!

energies  on . exercising their

It is significant that a’ number of

‘women:‘of - this -country - would| w

tner-Ellender-Taft:

th se,who&led the nght agamst,
the OPA have since ‘been. xefired
‘by the electorate ‘to - pnvate life.
This "was ‘a ‘clear-cut -issue *be=""
‘tween-the Liberal, forward 19ok-
ing.. point of 'view -and-that eco-"
nomic:mentality -which ‘has ‘pro-

-1 gressed but little ‘beyond ‘the doc=
“{trines of '‘Adam Smith. “These" pro- .

ponent of ‘the outwern -and out- -
‘moded; ‘theory:-of “‘laissez~faire” .,
seem 1o believe that thereis some-
thing 1nherentlyw evil“in planning
-our economie-future; in arranging -
our--affairs sp ‘that we: will not .
again’be faced with the djsastrous .
cycles of inflation and depressmn
which have so often plagued us.in..
the past.” They forget. that Any.
‘corporation executive ‘who fajled
to plan his operatlons dn such a
way as to' bring in the greatest
margin. of  profit would receive
short shrift from his board. of di-
rectors!, ‘But ‘they’ would : deny
similar' foresight to the represen-
tatives of the American people.
‘Thanks {o the courage of Presi-
dent Truman and.the innate good
sense.of .the American people,
price control has ‘been: restored.
True, it is not price control as we
‘have known it. - ‘The ‘OPA bill as
 finally"passed and. signed: leaves
much to be desired.”  But, while
it still leaves us sitting squarely
on top. of. an .economic atomic
bomb, it at least insures that:the
fuse has not been lighted, as'it
surely would have been. had the
:authors .of ithe . variouis: crippling
amendments had: their. way

Undermining the llousmg
: Program . :

The same forces of reachon who :
fought so ‘hard against price con-
trol are today hard at work un~
dermining  ‘Wilson Wyatt’s Hous-
ing Program;: - This program is
designed to:provide homes for pur |
-veterans and their families. Surely
these men -deserve the best that i
we .can give them! - Surely they §
should ot be asked-to rexchange
the foxhole for the slum! ¥et that ¥
is ' precisely - what -is. happening'
today. The magnitude of the need -
for housing, not’ only for véterans
but ~for all our ‘people, ‘staggers
the zm;lgmahon. ‘We ‘must ;make:

‘serious. over -the . past ‘twepty
years, if .we.‘are. ‘toavaid hroken
homes,- the gickness; the juyenile

DL., delingquency :which inevitably fol-
-t low. :in-the -wake of ‘inadequate -
|housing facilities -
| Which would require ‘the, best of-

dsaprogram .
forts -of all ef s, industry, labor,

: : ch ' aand the householder, working 4o~
A.barrage: of @ropagamda AS WA,

gether ias :a feam. Instead, what «
do we find? We find the .appo= -
nents throwing -their ‘full ‘weight
intp an attempt {0-defesf the Wag~ .
V@ bill..
which Wilson Wya s declared -
is ressential :to "the sucress of his ..
program, . And I regfet Ao say.
that, for tl;e_mmnem at least; thexr i
attempt has 'been successful.
wander how ithe Members' of the
Congress -who permitted .this bilk
1o die ‘can"honestly ‘face the hoys
whosaerificed :so much in .order -
ihat they might preserve their own %
comfortable way. of living; . Againx

{ |1t . was a struggle between ,libsral
1-| forward-looking -, ‘Proponents ;of

progress won. ‘the one:-thand, and

gh .conservative:.objectors -of .change .
{in .any._form -on
|-again; I.am sorry.to.say, the forpes
| of reaction. have earried-the day:
1 Apparently they saw:nothing un—

e other.. And =

American in slums-and. juvenile *
delinguency, -but .they: clamored
about Socialism, Communism, and
un-Americanism when this states— -
manlike:dttack- was ‘made’no ope -
of thé major problems of wur day.
Yet ;. .another ' program--which "
President- -Truwian -asked;: «ne .-
‘which will; in my opinion, grow
incregsingly « impottant; -was.* a
program calling  for - encourage~
ment of scientific research. ' This

‘was later embodied in‘the legisla-

tion :creating ‘a Natipnal :Science
Foundation. -'Despite - Senate .ap-
proval,iand despite the clear im-
plications..of the atomic age, this -
program;: too, is interred:in ‘the

gitized for FRASER
o:/Hrasar.stlouisfed.org/ ...
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= extenswe cemetery of hberal leg-

islation.'!'[Here  ‘again;‘ fear ..of

i+, change; . .of : progress, -of.:.cutting
. "adrift fromr-0ld customs motivated

<:the ronseryative dissenters.

“Neartbreaking’ defeats; they have

Lib~
“erals thave rconsistently ;and ‘val-
“iantly ' fought ' for :the 'measures
¢-which I have mentioned. Despjte

«nat. dost faith: . Nor will they |do
“ligg, ' ‘eonld :go'on to discuss the

vfate -of each iof ithe. President’s

‘- prapesals, but it’ would ‘serve no.
imgetul purpose.. The ratio.of de-

i ideats fo yictories v would: not ‘he

: matenally changed

< JIf I seem 4o thave pamted a

it gl,oomy plcture, 5 % ‘have ‘done’ so

‘for a purpose:: ‘I have dorne s0 to

+peint out show much remains to
', be done; how bitter: the fight will

¢ be,:and how strong are; ithe ;forces

i which must be overcome, I have
"..dealt only. with .domestic" issues,

.- although it is-hard ‘today ‘in this.
tishrinking

&)lanet to .distinguish
between. mestic - .and. world
pmhlems In truth, we also: have
many.: mternatlonal ‘headaches ‘1o
'sqlve—the  atomic .bomp, world
secunty, recxprocal trade, colomal

Npossesswns, the peace treatzes,

Palestine.'

sure: ~The Jliberal - approach Awill
winout 'in the long run, for it
-recognizes ‘the necessity of prog-
ress, and it bases. its position on’
the fundamental truth-of the . dxg-
nity and “integrity .of ‘Man.” We'
may. suffer . setbacks; tempprary:
 defeats, but ‘'we will .win, for. the’
liberal’ cause is the .cause of the;
future; it is the cguse:of progress,
just-as surely as the conseryative
‘cause is..the. cause- of the  past.,
And, despite the efforts of reac-.
tionary, , backward-looking men,
an increasingly better. future for.
the .common .man 'has ‘been .and,
always. will' be inevitable. And
during this grand march’of his=
 tory; it is ever.the task.of the lib-,
-erals to seek out new and higher|
peaks to.climb, for:it is:the glory
‘of true liberalism :that it - views
each successful step merely. as.a;
prelude. .to . another. bigger :anrd.
better step .toward :a fuller .reali-,
,zatmn -of its-ideals. . True; liberat-
ism acknowledges: no flnlte or fx-'
.nal horlzons o g

Produchon Record Since V-I Day

(Continued from page 881).-

. 512 nnllmn “in" the - slump .that
- followed V-J Day. .Now we face|,
/ the tagk-.of consohdatmg these

gains by ever- increasing ;produc-

. tion - and* employment opportun-

ities,

'(2) The yearly productlon rate
of goods and’ services:for civilian

- u$e ‘has increased more than -$30
« billions 'since V-J Day. The pro-|

duction rate of .capital goods’ and |

: -of goods 'going .into . business in-
ventories’ thas ‘multiplied  almost|

four ~times sinece -a year .ago.
Total ' construction — residential
and nop-residential — algo has

“ jumped almost four times since

~reflect ‘increased prices but cer-|

~ lions of demobilized men returned |
#inflation

V#J Day ‘Some of these increases

tainly ‘not ‘the major .part. Total

income  payments to “individuals
- today :equal .or..exceed the ‘war

‘peak of $163 billions- and .have
climbed more. than 60% .over: the |
peacetxme .reak ‘of '$100. billions
in the fourth.quarter of 1941.
'(3) We have successfully,avoid- |
“ed the deflation which threatened
“when war .plants closed. .and mil-

to look’ “for peacetlme Jjobs.: “But
remains; .. .a.: chnstant
threat. It must be. fought daily |
by all of the people and with-all |/

of the powers of . their Govem

ment.
'(4) Almost.-a: quarter of a mil-

- 1ign new' businesses” were /estab-

lished in the last half of 1945, and |
there is every reason to hope:that
the birth of new ‘businesses \will |
‘cqntinue at a high rate. Profits.in

heavy “industry declined .sharply:

since’ V-J Day due.to losses of war
contracts, -ahriormal | expenditures

' made’during the reconyersion pe= i)
: riod, and “inability so. far to re-

 turn 40 full production, *Thig:is a

‘temporary- and ‘foreseen situation,
In the remainder; of ‘the ‘economy,
‘ however, profxts ‘before; ‘{axes
were well mamtamed ~profits |
after :faxes were -at’ ithe rhlghest
;leyels .on \record, ' ‘Farmers are|
Jocking forward ‘to bumper €rops, |

.and rcan sell “at good’ prices all]| '

the .foods and Ilbers ‘they- can
grow, -

A more - detalled exammatmn ot

the reconversxon record’ follows

Pmduction
sAt the beglnnmg of tlus flsgal

. year ‘production. by private busi- f

Tess was .at ‘an annual; rate of |
. more /than $162 ‘billion - —= and

still rising. This: compares’ {o|

- $109 .billlon in 1941; ‘our: hlghest
prewar year. ‘The - ‘bulk: ‘of - the
goods A$147, Jbillion. of the ,total of
$162: billion). was -purchased by
- private huyers; the ‘Federal, state,
and Jocal . govemments purchasmg
less -than. one-tenth.of .the total

Although some of tlus increase m
b I Bt % SO ;l’ N & et G O H,: oA e

: unable ito shuy :all they wwant iof

'.x..:;x.“‘

iproduction. is-.due to \the Tise 1n
\prices, . the -physieal volume wof
c1v1lxan goods. iproduced s -still)
:greater than. ever; hefore-in.peace-
stlme

Desplte our ‘hlgh productxon
‘levels .we are. not yet producing
-enough to :meet.demand: for most
\items. In the. case :of many .types,
.of goods — automobiles, many.
.durables .and -other .items .using
steel, :housing .and .some. types .of
clothing — we 'have not :yet
.equalled our prewar ‘peak rates.
Some 'shortages: will .continue ‘the
rest of this year; :and longer.

ManpoWer
In July .of this year ‘he civilian
Jabor . foree :.0of 60.4  million in-
-cluded- 58.1 million ;persons: with,
jobs  and :about -2.3' .million -ac~
tively seeking .jobs: Not :only is
-the-civilian labor:force larger-than
"ever ‘before — .in,peace-or war —
by the proportion of sunemployed
iis: :;probably. :the :lowest. for :any
\peacetime -year sinee :we ‘became
an -industrial Nation:-No signifi-
cant /inerease :in unemployment -is
expected :the -remainder of the;
.year:: Labor: shortages -are begin-
-ning fo appear in some.areas and
‘in .some jindustries. Fewer: than
one million - recently  demobilized:
veterans are still looking for jobs.
The remainder of the unemployed
‘are primarily .workers changmg
jobs.
i Agncultural employment din
| July accounted for about 10 mil~
lion' ‘jobs.” This 'will ~ increase
seasonally for a few weeks, then
decline.  'Offsetting ‘the ‘decline
somewhat’ will be :the retirement
of students from the labor market’

Aerwulture And Food

A year-ago, on V-J Day, Amer-
‘ican ;farmers, who 'had stepped- up.
‘production “about .one=third :dur~
‘ing the war, were harvesting :ai

‘promiseg - to :be one -of ‘the most] |
bountlful the Nation has.ever hadf

““Yet, in :spite ;of thigher ‘produc-i
‘tion, -consumers ‘have :offen ‘been!

some foods and ;fibers. There have!
been :few “surpluses” dike ithoself
| that - depressed”farm 'incomes m
.prewar \years, «prlmanly xbecause
-domestic” consumption’ “is: ‘hlgher
than ever before. In addltmn, dur—
ing ‘the ‘past: year we -have sent;

wheat ‘and: other “bread - grains to
‘prevent staryation’ and death in,
-famine areas-abroad. Thedemand,
for:. food: - and ' ithe - income ::of
-farmers wlll remain ‘high - durmg
the commg year but many of tthe
food and! “fiber.- .shortages . whlch

‘But /of one thing’ we .‘may bel| !

‘bumper- crop: This year’s harvest | |

(number. required “fo :alleviate :an:

gbroad over 417 million: bushels of I

sumers durmg the war w1ll grad-
.nally dlsappear

¥

':‘d

Eadusisial Relatmns A

| The  past iyear  has “been .a
period of readjustment after three
and a half years of all-out: pro-
duction, for war. Wages -did  not
ag so far behind ‘prices’ as. ‘was
the case after ‘the last war, and
the ‘mapority’ of wage ‘increases
were - negotiated ' through ! the

gaining, However, the industrial
disputes of last ‘Winter and: Spring;

terials and ' components, ‘caused
delaysin production, ‘During -the
past 80 days there have been nc
new strikes  in ‘key industries,
hampering national production.
If we.can continue this fine rec-
ord for the next few months, we
shall be well on our way toward
full - peacetime . production. " |

S

. Income \
‘Total Ancome payments to 'in-
dividuals during.the second gquar-
ter of 1946 were .at the annual
|rate of $161 billion. Today they

| probably . equal or exceed the all-

time  war peak of $163 billion.
Spendable income during the past
year .was. far .above ipeacetime
records. The ‘Nation’s consumers
;{have heen buying more, goods than
ever. before, thus providing ' a
'higher standard of living for our
population, .which 'itself ‘has in~
creased by .about .nine .million

-{since 1940. This increase, together,

with the high level of income
makes effective today’s huge .de-
mand for the:products of . mdustpy

Government Controls
Following V-J Day, the govern-
ment adopted :a policy of relax-
ing :emergency -war-time .controls.
as -speedily :as possible. Todgy,
the only controls -still in force
are those necessary :to increase

‘| production . of . 'scarce and .criti~
ifcally needed commodities and to.

combat inflation.
Demoblhzatlon

men. and women were demohil~
ized from the armed services, 104
million since V-J Day. Their as-
gimilation into' the economy ‘has
generally been smooth and.rapid.
Nevertheless, . their  return -to.
civilian ‘life has served -to ‘bring:
into sharp. focus:many problems,
mcludmg veterans educatmn and
housmg ;
The Veteran

In:July about ‘ten .million vet—
erans of World 'War II were :em-
ployed. “Most veterans 'have ‘had
only:short periods:of :unemploy-
ment

Abont $1.3 - billionin readjust-
‘ment allowances ‘have - been -dis~
tribufed to ‘veterans — practi-
cally all since V-J -Day.

More than 600,000 veterans have
already returned 1o ‘college, and
the number . will more.than double
next month. The educational . in-,

| stitutions, the States.and the Fed-

eral .Government have.cooperated
{0 .achieve .an-unprecedented .ex-
pansion' . of - facilities .for .the: ac-
eommodauon «of :student veterans,

Jlousnng ;
Altheugh qonsxderable ,progress
has ibeen made .in :the Veterans’
Emergency ‘Housing ‘Program, the
shontége -of ;housingin many :areas
is'today more :acute than at.any
fime during thewar, The peak of
housing ‘demand is not iexpected

until ‘this 'Fall. The :goal-of :2,~
700,000 :residential ~units :started
by.the.end.of 1947 is the minimum
,emergency

‘iFiscal Policy

The 'President recently ore-
affnrmed ‘the' ;policy - of economy
in - Federal . spending, and .an-
nounced iprogram for reducing
expendxtures by £$2.2 " billion in
this .txscal year..The major econ-
omy.will result. from., curtajilment

3

‘have - harassed' < Amencan - gon-|

‘of -eonstruction; but other: means

.of reducmg Federa,l expendltures
'w111 .be developed

B3X ‘( )N d
Inl’lation

Although ' 'we " have achieved
much /in the:transition period, the
threat of inflation: :still -casts :a
shadow over the future. We must
noti:mistake’ temporary - gains -in
production,: -employment :and’ in-'

co’me ':-for :p.ermanent ‘.vstability.‘ 'I‘o

acfueve that,; we must: maintain

',some sstabilization, controls \until
.our’tindustry starts’ turning out

the high level of goods demanded;
we must maintain a.fiscal pohcy
of thigh faxes, reduced .public .ex-
penditures, .credit . :controls . .and
debt retirement. Public. support of

-prices’ and ‘festraint .in - buying

are 'ng ‘less important now than

Jbefore thé fxghtmg stopped

normal ‘process‘of ‘ collective 'bar~|:

together 'with+ -shortages of . ma-|

chk Act:on, No Red Tape, fo
~ Govern OPA Price Adjustmenls‘

(Contmued from ‘page 882)

costs and when supply .and - de-
mand ‘have :comeinto . balance, :as
required by:the new statute, .
Supplementary Pricing ‘Standards

An -additional .:set "of - pricing
standards has :also ‘beenprovidea
for ;producing, manufacturing and
processing :industries ‘under ‘the
new:law, Because there has heen.
considerable misunderstanding
over:the: apphcatmn of these man-
ufacturer. pricing  .standards, I
want. to dlscuss them at Some,
length. -~

The law clearly Jdefines _the
standards. by which' price :adjust-
ments. are to ‘be granted. These
standards ~will be :the ~rule ‘by|
which we will grant adjustments,

‘It ‘is \important for-ithose: who
have come forward with glib sug-
gestions for-a’ free—and-easy meth-
od-‘of granting ‘increases, to exam-
ine ‘the daw. ‘OPA ‘is mot ‘a free |

| agent. ‘Cost:data must be-supplied:

by industry, .then’ -analyzed ‘by

| OPA. 1t would ‘be as illegal for

us 'to grant.price iincreages-as the:
result of ‘collective ibargaining -as
it ‘would ibe for .us :to xoll :prices
back as.a result .of .collective jbar-

gaining.. The .law states specif-
ically that industry advisory com-
mittees 'must: provide .cost and
price figures:to:OPA and:that:in-
creases ican be :granted -only :after,
such .data,have been made avall—

| able.
Up to. August 1, .13.3 million’

.Because there is so much mis-
understanding on “this point, ;it
would :be well to -examine the.
law, which reads: “Any .industry
advisory committee may .apply .to
the Administrator for the adjust-.
ment of the maximum prices ap-
plicable .to any. product in aceord-
ance with.the standards- set farth:
in this section, and- shall present.
with; the: application comprehen—
sive evidence  ‘with ~‘respect. to
costs and prices.”

‘Obviously; you can’t reach:into
a ‘hat :and - pull ‘out cost-data for
an ‘entire industry. :Such infor-
mation can come .only from in-

| dustry itself. It won!t beeasy, I|

know, ifor industry to provide:this:
information, -but the law irequires
it -and OPA must have it in order

110 ;grant legal ;adjustments, After

comprehensive ' figures ‘‘come in
they will be carefully analzed and
legal adjustments ' granted :as
speedily as possible, Though the
law gives a limit of‘60 days, I-am
certain that :if ‘industry prov1des
all' ‘necessary. :information, “in:.a
large mumber of cases results will
be .available '‘before the 60-day'

dead-line. However, businessmen.
i| themselves know that ‘analysis of |

cost.data is inot a:sleight-of+hand
trick—itiis.a‘jobthat:takes:a.care-
ful, methodical -calculation.
“There can-be no :doubt that iit
w;ll be :difficult for some indus-
tries to .collect:the :statistical ma-
terial mecessary. .Congress recog-.
nized that:OPA, onits own,:could
naot;assemble data for .each :indus-
try rapidly .enough to do:an-effec-
tive  job. :Therefore, rit -wisely
placed 'a major : share .of 1this re-]

| sponsibility:upon ‘industry itself,

Some: iindustries may: find. that
their baoks :have not been set up

roperly to' obtain the mecessary
greakdowns—-some may find it
necessary  to thire additional. ac_
counting ‘personnel.

‘We are determined to grant ad-.
justments on & businesslike ‘basis,
and urge industry‘to present-com..
plete information when asking for

adjustments. ‘We-do mot intend to.

We intend ‘to grant adJustments

which will-be “based ‘on' the for-
mula-provided by, Congress.. That
is, maximum :prices will ‘be estab«
lished :on ‘the basisof ‘the .inaus«
try-wide 1940 :average price of .a
product plus ‘the mdustry~w1de
average cost mcreases since then:
Thig iformula ;is subjectta: limita~

tions: (1).if the current.price cov-

exrs the'total current costs plus-the
industry’s .overall 11940 :;percentage =
ratio. of ;profit to sales, no:further
increase ywould : be ‘required; : or,
(2) if the industry :cannot. show
thata ,substant;al increase in pro-:
duction is practicable without re-
ducmg the .output..of another
equally .needed product, ‘then ‘the
law does not irequire that an ad-
justment ‘be :given provided - the
product is reahzmg a Teasonable y
profit.

‘We' are all well aware of the
fact that industry is worried about
the - -words ' ‘“reasonable ”-profit” '
which ‘were :written into the ‘Act
by Congress. * Our: staff ‘has-been
working overtime drawing up def-
initions - which “will clarify . such
phrases and spell - out-the proce-
dures ‘which .must be followed by
industry -to obtainrelief.. These
procedural “regulations not only
will outline :methods of .obtaining
price adjustments, but set wellup
standards:for relief; explain what
is meant by ‘‘substantial:increase
in production” and . ‘‘reasonable
profit”; :set ;up :a definition. for
‘representative isample’; and list
in . detail the kinds .of data re-

‘quired and how-they should be

nresented. ;Every effort .has been
made;to.draw .up these procedural

regulations: so that they will be .

easily understood. Obviously,
however, it is-aicomplicated. mat-
terand ‘not as simple &5 A, B;:C,:
(f_lne ‘thing must be pomted Ot
the-law: does ;not .give OPA_ any
real \leeway and the procedural
regulatlons are.drawn up: to con-
form with the statute.

“If industry believes that. the'de-
cumulation .and presentation “of
cost data will be a headache, let .
me assure industry that it w1ll be
as difficult ‘for ‘us ‘to ‘analyze ‘the -
information ‘as it-was for ‘industry
to present’it. However,:the .OPA
and sthe ‘industry: and the ‘Amer-
iean pubhc ‘have a common stake
—=that ' is :production. ' Everyone
realizes 'that ‘production s :the
most effective means -of iprevent-
ing:a-wild inflation, -Uncontrolled
inflation is, :in :the ‘long -run, :as
disastroys:for: mdustry as for.con—
sumers and the-pation as a whole,

.Some industrialists may-want to
hold- back ‘production -until price
'admstments ~have: been -granted.
This :is--a shorisighted .point .of
view -that .can be proven on two
practical’ .grounds:..(1)- many. in-
dustries, will . probably . find .that
their costs: flgures will allow only
moderate. prl.ce increases. ‘Holding .
back will in the long run‘be more
costly: to them than.getting under
production: with a “knowledge that
necessary, justified increases will
be “granted in short order; (2)
price control has only one year to
run and the Jaw provides that
products shall be decontrolled as
rapuily as supply approaches de-~
mand. “The “sooner manufacturers
Eet.mto full production, the sooner
they will reach the stage where
all controls can be removed. -Im-
mediate production' means imme-
diate “money -in :the :bank, a high

-engage, in collectiye ibargaining.

level of employment and the ap— ’
proach of decontrol e :
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Department ': business- than his
predecessors, Jones and Hopkins,
and . certainly more than Roper.
With his division chiefs he hglds
monthly meetings, Still he is “far
away.”
7" Wallace’s Reorganization
‘Wallace’s . first 'mistake*: was

‘made as soon as he became Secre=
tary. ‘He immediately decided
that everything which had been
done in the Bureau of Foreign
and Domestic Commerce in Wash-
ington and in the field had been
wrong, and must be changed. At
headquarters the Bureau was jco
he made into five “offices” and in
the field the Department should
‘he organized like the Agriculture
Department’s, system of county
agents. The reorganization of the

. Bureau into ' offices : was ‘ulti-
mately  effected by Mr, Wallace,
and his field-service ideas have
eventually: borne some fruit in
the ‘enlarged field-service appro=

- priations authorized this summer,

by the Congress and the conse-
guent expansion to 75 of the num-/
ber of field offices of the Depart~
ment throughout the country.
Although ‘the Bureau was last
year reorganized, for administra-
tive purposes it still exists. on
paper. But the 1945 reorganiza-
tion was none the less real.  For
the ‘most  part, the Secretary
placed men with business expe-
rience at the head of these offices,
The Bureau of Foreign and Do-

. mestic. Commerce : continues to
show on the organization chart as
headed by Director Amos E. Tay=
1or, a Bureau employee since the

Hoover Administration, who  si-
multaneously  directs one . of  the

" five new offices, the Office of

Business Economics. At the head
of the Office of Domestic Com-~
merce Mr, Wallace placed Brig.
Gen. Albert J, Browning (since

" resigned from the Department), a
former wall-paper ‘company offi~
cer.’ Mr. Evert L. Stancliff, a Los
‘Angeles businessman, was put in
charge ' of the Office of Field
Operations.: A few weeks ‘ago
Stancliff- was replaced by Carl-

- ton Hayward, a former WPB of-
ficial, : :

*.An ex-Congressman, L. F. Ar-
nold, heads the Office of Small
Business, a new office created-to
placate this special interést. Ar-
thur Paul was brought over from
FEA to head the Office of Inter-
national Trade. From the WPB
Donald Nelson’s last public rela-
tions ' chief, Bruce Catton, & was
taken by Wallace to head a new
Office .of Information directly
under -the 'Secretary. = Catton’s
deputy is Mr. Don Burgess.

- Many of the difficulties now-
adays' complained of by Depart-
ment = officials ' stem from ' the
activities of the Office of Infor-
mation and of the Office of Pro-
gram Planning, which is also di-
rectly responsible to Mr. Wallace.

. The latter office ' is’ headed ' by
Philip M. Hauser, a former assis-
tant director of the Census Bu-
reau.  On Hauser’s staff are two

 former :WPB . officials, - Lewis
Bassie' and 'Harry ' Magdoff, "-as
well as’ other advisers. . Both
Catton’s and Hauser’s offices have

. plenary-'powers over: the other
offices and divisions of the ‘De-

'partment, telling them what they
_may or may not issue in the way
of public information, sometimes
sending down conflicting orders
and contributing materially to the
confusion and  deterioration . of
morale ' within  the Department,
Disputes which result have to. be
settled by the Secretary himself
and he is often too busy, officials
report. 5 : .

.In a recent meeting at the De-
partment attended by some repre-
sentatives ' of . business - concerns,
. Under Secretary of Commerce Al-
“fred Schindler made an unmerci-
{ful attack on . the Department’s

1 Office: of ; Information: for releas<

gitized for FRASER
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ing material to the public without
protecting the Secretary. . While
officials of the Department have
‘privately. complained: on -other
occagsions: concerhing: Mr. Catton’s
office’ handing out ; confidential
reports, ‘Secretary Wallace ' him-

|'self has been guilty of the same

breach, to the. considerable an-
noyance of some’of his own em-
barrassed : officials, . The ' most
notorious example was the hand-
ing out by the Secretary to news-
papermen’ of a.portion of a con-
fidential staff report on the sup-
posed ' ability: of the automobile
industry ‘to sustain:-a basic wage
inérease - without raising  prices.
The report, dated Oct. 25, 1945,
was made public on Nov. 1, at a
time when the wage issue was an
acute public question: . Publica-
tion of the report greatly strength-
ened the hands of the labor unions
seeking . a ‘substantial increase
which <" they ' subsequently ob-
tained,' ' After -they obtained ! it,
Wallace—having meanwhile had
to: engage in embarrassing corre- |
spondence : with “the Automobile

‘Manufacturers Association—issued
'a retraction with 'explanations.:

As stated in the Secretary’s re-
traction of March 15, 1946, the
report he gave to reporters on
Nov. 1 was only a portion of a
hypothetical projection based on
certain ~ assumptions, - none . of
which, were included in the por-
tion of the report which he had’
given out.  The report, moreover,
had not even been prepared in
the Commerce Department, but
had been drafted by an economist
in another government agency and
submitted to the Department for
possible publication. ' Responsible
Department officials claimed at
the time that ' the  Secretary
should never-had handed out only
a 'part of the report and in any
case should have first consulted
them. If one assumes that Mr.
Wallace gave out the report im-~
petuously, considering its timing
and implications, one must. con-
clude that either the Secretary
‘was day dreaming at the time or
else is unbelievably naive. Many
businessmen ' of  course reached
the different conclusion that the
Secretary knew full well what he
was doing and purposely intended
to help the unjons.

If, however, one rejects the lat-
ter explanation and examines the
full text of the confidental report,
part of which the Secretary made
public, .one is struck by the fact
that there is nothing in the report
to the Secretary to show that it
was not the work of the Commerce
Department. On the contrary, the
assumption ' was' warranted that
the Department’s -economists en-
dorged the conclusions. on page 5,
reading as follows: : ;

“SIGNIFICANCE:

“It is apparent that present cost-
price relationships are such
throughout .industry that a basic
wage increase is possible without
raising prices. For 1946, a general
increase of 10% is possible.” Such
an ayerage would mean a rise of
15% or a little more in the manu-
facturing industries. Some indus-
tries could afford more, some mot
so much.: The automobile industry
is in the former class—15% can
be ‘granted ‘without adverse re-
sults in the first prewar year of
restricted operations, and a fur-
ther increase of 10% can be given
for 1947 i when production will
have reached peak rates.

“A ‘much higher wage income
will have to be secured ‘if de-
mand is to be sufficient to’ pro-

Those officials ' who prepare
regular reports for the Secretary
for Cabinet meetings know. the
circumstances under’ which such
reports must be used and. the vir-
tual certainty that the Secretary
will use only the concluding sum-
mary of a long document, such as
that just quoted,

i Whatever the extenuating. cir-

duce full employment by 1948, -

" Demoralization in the Commerce Department

(Continued ' from page 886) .

cumstances, - the incident ‘turned
out’ to be :a colossal blunder ' by
Mr. Wallace, " 0

; ‘A More Recent Case :
There have been other instances
of publicity involving the Depart-
ment .and . Mr. Wallace to the em-
barrassment and annoyance of the
staff. . On July 22 the President
gave out to the press a rather long
mimieographed report which starts
as follows: : i
*1ne President has received the
following statement from the De-
partment of .Commerce on ‘Do~
mestic : Economic  Developments’:
“The spurt in prices following
the lapse of OPA controls at the
end of :June boosted the Bureau
of Labor Statistics index of daily
spot. market prices for .28 basic,
commodities 25% during the first
16 days of July. Farm products,
foods, and imported goods have

.generally shown the greatest re-

sponse’ to inflationary pressures.
Only: 7 ‘of the 28 commodities
showed: no change in prices over
this period—in the case of 4 of
these 7 -commodities, - prices are
determined by the government.”

The" report “itself: plainly and
several times states that its sta-
tistics came from the Bureau of
Labor Statistics. This was just an-
other of the regular reports which
the Commerce Department offi-
cials send to the Secretary for his
information, - -

Perhaps in this case not alone
Mr. Wallace is not to be blamed
for its release to the public in a
manner to fasten the report’s find-
ings on' the Commerce Depart-
ment, but the incident reveals
once more why Department: offi-
cials complain among themselves
that it is risky to send anything
confidential to the Secretary. In

the case of this White House re-|-

lease, Secretary Wallace ‘brought
the original staff:document: back
to the Department and gave it to
Mr. Hauser to fix up as a release.
Houser’s office: took out a few
sentences referring to charts and
the release was ready:

Relies Heavily on His Special
! ' Advisers

Within the Department it is be-
lieved that a weakness of Mr, Wal-
lace as an administrator is that he
relies too heavily on the people he
brought into the Department with
him as advisors on “program plan-
ning” and public relations. These
men, who have a reputation of
being “yes 'men,” . exercise oo
miuch authority without responsi-
bility. Their own work gives evi-
dence of being inadequately co-
ordinated, More experienced De-
partment specialists are ‘all  too
often bypassed. For instance, on
an 'interdepartmental petroleum
committee the Department is rep-
resented by young' Fitzgerald of
Houser’s staff, rather than by one
of the Department’s petroleum ex~
perts. !

Morale among older. officials of
the Department is affected also by
the fact that so many higher-sal-
aried survivors of the liquidation
of the FEA and SWPC have been
brought in and placed over them.
In the retrenchment now = de-
manded by the' Congressionally-
trimmed but still large Depart-
ment budget, these newcomers are
on guard to see that they and the
friends they brought with them
are ‘as protected as possible from
the budgetary pruning shears. The
result is that the Department has
had to releasé other and frequent-
ly more desirable employees who
came to it during the war.

Wallace Takes the Blame; Would
Avoid Depression

Despite reports to the contrary,
insiders say that Mr. -Wallace -is
not one to try to shift the blame
when things go wrong, but often
takes the blame when it really is
not his, Wallace probably :really
expected to do a good job for bus-
iness when he took this position.

Several times he has testified that]

he wanted .the: post so:as.to pre-
wvent.a.. postwar .economic tailspin;

‘His present views on this. matter

he set: forth .in.an interview pub-
lished this month in' the Philadel-
phia “Record.” -
.~Despite his intentions and his
speechmaking, . Secretary Wallace
has been losing the confidence of
businessmen. 'Td some extent this
is 'explained = by : the .way  old
Bureau men have been subordi-
nated: and kicked around, often
without Wallace’s knowledge.
When a bad mistake is made, Wal-
lace’s attitude ‘seems to be not to
blame anyone but himself; o say:
“Well, we have- had this lesson,
and this won’t occur again.”: He
seems .to. live rather in a dream
world of his own' creation and not
to realize his remoteness from the
operational aspects of the Depart-
ment. In the Department of Agri-
culture’ Wallace did better. He
has an inherently sympathetic at-
titude toward farming. He seems
unable to 'think’ sympathetically
about business, but to regard it
as a deterrent in many ways.
While businessmen regard Mr,
Wallace as more a'Secretary of
Labor: than of Commerce, it is ob-
served in Washington that he has
been cooling off toward the CIO;
which may explain the criticisms
of Commerce Department dismis-
sals of employees of the Office of
International Trade. These  criti-
cisms-have come from Local No. 3
of ‘the United Public Workers of
America, a CIO union.
Illustrating one cause’ of Mr,
Wallace’s unpopularity with busi-
nessmen and his lack of ‘public-
relations sense so surprising in
one of the Secretary’s political ex-
perience was the fact that in mak-
ing a Los Angeles address recent-
1y he spoke under PAC auspices,
rather than those of some business
organization.

Wallace Stymied on Incentives
Study

When General Browning was in
the Department he was actively
interested in doing something to
provide greater incentives to man-
agement through tax policy. When
this matter was first disclosed to
the press in a Wallace press con-
ference ‘attended by General
Browning, some of the reporters
thought that the Secretary looked
surprised. However, it has since
been brought to our attention that
the Treasury Department was
agreeable to the Commerce De-
partment’s going into the subject
of tax incentives but that Secre-
tary Wallace deferred to Labor
Department objections and shelved
the project.

Planners Cause Problems

The Bureau of Foreign and Do=
mestic Commerce is not normally
a. regulatory ' body. ' However,
when  FEA’s . export - licensing
functions were. transferred {o the
Bureau, the: Commerce Depart-
ment © acquired: many control-
minded officials. As a result
during recent weeks, especially
after ' the temporary demise of
OPA on June 30, the Department
has' found ' itself ‘embroiled with
CPA in bureaucratic differences
over the question of export con-
trols. ;

Another case of embarrassment
developed during the Depart-
ment’s: lobbying. on: Capitol Hill
for: a:larger: appropriation.  The
Acting ‘Director of the Office of
Small Business, L. ¥, Arnold, who
would have become an Assistant
Secretary.of Commerce had both
Houses of the Congress approved
the pending bill to create three
new assistant secretaries of Com-
merce, reportedly succeeded . in
having written “into the Depart-
ment’s appropriation bill while it
was being considered on the floor
of ' the .Senate an . appropriation
increase for the Office of Small

‘Business of $1,557,000 above the

recommendation of the Commerce
Committee. '~ ‘This . -amendment,
which “was  offered by - Senator
Murray, ‘was "later ' considerably
modified.” Arnold reportedly also
was responsible for getting in-
serted in the measure calling for

commerce while the bill-was in
the House' Committee, a‘provision !

giving the Commerce Department -
power to supervise ‘and  coordis
nate -the small-business activities
of all government agencies!

" House - Committee Critical
In its report-on the 1947 appro~
priation: for the ‘Commerce De=.
partment - last: April - the  House
Commltj:e;e on Appropriations was
very critical of the: Department’s
ar_nlpxtwus plans  for expansion,
Citing. the requested - increase 'in
the appropriation from the' $2,= .
837,800 allocated to' the Bureaw
of  Foreign. and Domestic: Com=
merce in 1946 to the $12,920,000
budgeted ' for the Bureau’s five
successor -offices for 1947, the
Hg‘use‘report said: e ;
v+ . the committee , |, is
not convinced that such wholesale " -
expansion as is proposed is either
advisable ‘or necessary. ' Further<
more, the committee is somewhat
fearful of the effects of the De=
partmgnt’s superimposing‘on an
established organizational « struc-
ture a large group of high-salaried
employees transferred from agen=
cies: established 'for a war pur-
pose. :In ‘the Office of Interna<
tional Trade, for instance, there
is'a tota{ of 138 employees earn~ -
ing salaries of $6,000 or more per
annum. ‘“Of this number, 106 hav