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Outlook for Railroads
By.:ARTHUR €.. KNIES* '

k;--:&■-/s> < Partner, Vilas & Hickey ' v

; Characterizing recent stock market changed as adj ustments from a wartime economy, Mr# Knies con¬
tends hysteria is now giving way to realisim 'Holds business-prospectowill continue-favorable for long
time and railroad securities wilt self higher;iKahlast year. Seas raife $sorbro^ through
physical improvements a^ inolre adequate; equipment.. Says -rail labor problem inaybsh^asefjf ^

>"preme Court upholds Government in Johm L Lewis case SLnilqoWf*ail earning^ in 1947^ v
Urges selective buying and points «but favorable railroad stocks.

s f Frankly^ aside from one or: twochanges fcpiifefe 494&&.?economic
outlook, or straws in the wind indicating better operating conditions in the rails, there
isn't anything new in the situation from what I would have told you three months ago. **>■>

Arthur C. Knies

Undoubted- '

ly, had I told
you then what
I'm going tov
tell you now,

you would
have labeled
me as an

optimist of
unbounded

faith. Proba¬

bly bold, bra¬
zen or brash
would have
been more ap¬

propriate de¬
scriptions.
I have just

completed 25
years with Vilas & Hickey. Over
the last few months there have
been times when I've wondered
whether I had learned anything..
I'm sure you've ill found your¬
selves equally flabbergasted. 1
I'm not going to bore you with

a lot of repetition of the sort of
stuff you've, gotten ingestion
and insomnia from.

Back in November* speaking to
a group at the. Boston Public Li¬
brary, under the auspices of ;the
State Department of Education* I
said, "I don't pretend- to be an

economist, but since Hive with

markets, I have some thoughts on.

~V*A.talkbyMr. Knies atiheetihg
of the Association of Customers'

Brokers, New York City, Feb. 10,
1947. ^ ■ , ;

American Overseas
Airlines

Bought—Sold—Quoted

Mcdonnell&ro
/, 'h/.' Member^:
New York stock Exchange
New York Curb Exchange

120 BROADWAY, NEW YORK 5
Tel. REctor 2-7815 ,

the subject. I, personally, believe
we are living through* an "adjiist£
ment" period rather than facing ja
recession. Many loose practice's
of a, high, wide, 'and haridsomje
nature; developed over the jta^t
few years that, more or less, bej-
came classified as normal expec¬
tancy. We weren't living in. a real
world and didn't realize it.

"Stocks sold at high levels in
relation to earnings and stayed
high for months in the face of
superficial indications that con¬

ditions weren't getting any better.
New issues of doubtful quality

went to premiums so .fast the
pnhtirtg tec^ihe^was ^eed^up.
40 cent cotton certainly seemed
unreal,: as well as high prices for
Other commodities the world is
temporarily without; Government
ineptitude and bureaucratic con¬

trols fostered inflation to. the be¬
wilderment of everybody.
"It is human to blow hot and

cold, seemingly without effort.
Many people who were absolutely
all out bullish last spring are now
in the forefront of the bears. ? It
is a natural to plunge from the

(Continued on page 8820 •

Bond Prices as a Stock
Marketforecaster

*

v By JACQUES COE ^

Market analyst cites study of 45-year price performance as dem- . '

onstrating that bond trends, have served: as good guide to subse- •;

queni common stock swings. . Concludes that current bond uptrend
warrants anticipation of higher 1947 stock market.
During the past 50 years,., many articles have been published

concerning studies of the relationship of bond prices to stock prices
asamarket ?- >» <$>-
forecaster and ;

the numerous

theories ex-"

pressed and1
e 1 a b o r a t - p
ed upon have
been useful f
often enough
to command;
serious atten-!
tion and;
wrong at crit¬
ical times to '

demon, -i
strate that the •

theory is any- .

thing but . Jacques Coe
foolproof. .

Our study began with the year
1902, and we found that the mar

jor trend of bond prices, in most
instances, had been an excellent
guide in forecasting broad stock
market swings. The record of
45 years indicates about 84% cor-

We Maintain Active Markets in V. S. FUNDS for
ABITIBf POWER & PAPER, Com. & Pfd., S% 1965

BROWN. COMPANY, Com. & Pfd., 5% 1959
BULOLO GOLD DREDOINQ

MINNESOTA & ONTARIO PAPER

Canadian Securities Dept.

, Goodbody & Co. ;
Members N. Y. Stock Exchange and Other Principal Exchanges

115 BROADWAY NjEBf YORK 6i I
Telephone BArclay 7-0100 Teletype NY 1-672

fectness, which,, in itseif; should
entitle the findings to more than
passing notice. ; ^ ?;>t
$ Yhore is bound; to be a differ¬
enceqf 0$
$s to what" constitutes a change in
trends, whether it is bonds or

stocks,, and many students, of the
:ay£rages may not;agree with-bur:
conclusions. A mircoscopic study
will detect numerous deflections.

In'any event,; out: analysis oF the
fohd^erids■» concludes,that there
i have- .been 19; majors changesi in
.idireetiqn-
nature and that 16 of these "major
changes accurately have , forecast
stock;market swings*—one change
in trend was. relatively negative
and two changes were dreadfully
inaccurate and completely mis¬
leading.

_ !
On the whole, however, we

found that advancing bond prices
in most instances, pointed the
way for advancing security prices
and vice versa.

The accompanying statistics
speak for themselves. .

: There was very little trend to
the bond market in either direc'-
tion during 1938, 1939 and 1940.
These again were war years with
many minor bond trends moving
forward and backwards without
muck- stock market significance.
Bond prices began to turn up
slightly in the spring of 1941,
continued quite steady through
1942^ahdt turned definitely, up in
the?spring <>£1943; once again, fob-
lowed by a rising stock market
from 125 to 205 or 65%.

: v (Continued on page 899>
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i - .r' By H, C; KUTHE 'A- 'h -tiS
Kuthe contehdl price the in last few years was result of increased

money supply and causes other than scarcity of civilian goods. Holds
i present money supply is excessive and there is

money hoarding, which, when.released; will lead to
^ further upward, pressure oa prices. Viewa- present
bearish: psychology; as temporary since- it> has no

^ factual basis, and points out difficulties in applying
I effective anti-inflationary measures*.

At the present moment nearly the total busi¬
ness community, as well as most economists* are
convinced not only that the rising trend in the'

^ geperaiiprieedey^toftlfte co^
iterized the last six or seven years has come to an

^ end but that a certain recession of most prices
: wiU^opppj^ur;:1^ThiB:principal basis for fhese^ton?
- yictions iSi supplied, in so far as farm products
-f arejconcerned, through the present gradual:1 in¬

crease in the agricultural production of' foreign
countries and through the consequent impending

.

#1, . .AV decline in food , exports from the United States,-
while, with respect to manufactured goods, the expectation of stable
or evemfalling prices principally, rests on the substantial'expansion
no^under way in the domestic output of such goods. . ?

The corollary to this argumentation is, of course, the belief also
generally being;held at present that the basic cause/for the rise
in the general price level of the country during the last few, years
was the, scarcity of civilian goods which existed';at that time; under
the influence of the war. The latter belief clearly involves, how-

continued on page 877)

H. C. Kuthe.

r

By JAMES F> BURNS, Jr.*
s President, Association of Stock Exchange Firms ..

Mr. Burns^ in commenting on margin: regulations of1 Federal "Reserve
System; points, out insignificant volume of credit involved: inJoans to
customers by Stock Exchange firms. Contends Fed¬
eral Reserve; Board-may have exceeded . its author- -. ■ y-

ity in prohibiting margin trading and extols CQopera-.
trve attitude of Securities and Exchange Commis-
kiom; Calls attention. tof need, of: adjustin^xoni*^
ipissiop fees and other charges to meet increasing
operating costs and discusses effects of a five-day
trading week. Stresses need of close personnel re¬
lationships and loyalty of employees.

The Board of Governors of the Association of
Stock Exchange Firms, composed of- members
frpm all parts of the country, is assembled here
this week for the purpose of sober deliberation
of problems which, if properly solved by our in¬
dustry, will enable us more adequately to meet
the conditions of today. It is concerning some James F. Burns, Jr,
of these matters that I wish to talk to you.
i

, One matter of major importance concerns the use of credit by
our industry. In the statement of Jan. 18,; 1947, announcing relaxa-

SOLD

AMERICAN!
Some guy*., sole! too many Ameri¬
cans too much junk. That's why
a guy like me can make a living - *

buying It hick. (I'm generous, too!>

Send for. one of our !

t "Varga" Memo Pads *

99 WALL STREET, NEW YORK',
; TelephoneWHitehall 4-6551

"An address by Mr. Burns, a partner in Harris, Upham & Co.,
at a dinner given by the Chicago Stock Exchange, Chicago, 111.,
Feb. 6, 1947.
|•' ' (Continued on page 886)
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Pathe. Industries
Philip;Careyn*

Purolator Prod.*
Taylor-Wharton*
Towmotort
Upson Corp.*

U. S. Air Conditioning
ig;IL S. Fidelity & Guar.

United Artists*
UnitedDrill & Tool "B"

Vacuum Concrete
£ " * " " *-'r*

1 Amen Gas & Power
Cent. States Elec. Com.
Derby Gas & Elec.

Elec. Bond & Sh. Rts.
Iowa Public Ser.
Pub. Ser. of Ind. ;

fi Paget S'nd P. &L Com.
Sbuthvvest Natural Gas

i"|.; ''I•I fi
Standard Gas Elec.

TideWater Pwn Com.
1. I [ * \r& *■ Jif' - ^ ?

tProspectus Upon Request

U : *Bulletin or Circular upon reemegt

Ward& Co.
EST. 1926

MembersN.£ Security Dealers Assn.

120 BROADWAY, N. V. 5
REctor 2-8700

N, Y. 1-1286-1287-1288
Wires To iii

Phila., Chicago & Lo« Angeles
ENTERPRISE PHONES

DattTd 6111 Buff. 6024 Bos. 2100

JDutlooliforiiloti^i
S3|Picture|industr^:'-::i

By PAUL RAIBOURN*
'

„• Vice-President, Paramount Pictures, Inc.

Motioii picture executive refutes idea industry has reached peak.
Points cut public in good and bad times has kept up! relative ^

expenditure on motion pictures. Holds enlarged consumer income
faVors motion picture patronage and economies in picture produc¬
tion will lead to * greater profits. Refers tn Increased leisure time -

as a favorable factor and sees no danger in competition of foreign
pictures. 1^ \ V • ,

For some1 several months there have been a- continual flood of
statements that the motion-picture business' had reached ; Its "peak
and was on its '

way down; in
fact, some of
the estimates
would indicate
that it was

far on its way
down. •; „■ : "'
On the sec¬

ond or third
of January one
the large sta¬
tistical serv¬

ices issued a

statement, for
the benefit of
its customers,
in w hich it
stated that the

intelligent people would get out
of the consumer industries and put
their money into the heavy-goods
industries. It mentioned specif¬
ically the liquors and the amuse¬
ment securities as ones to be
avoided.
Within the next week, three or

four large wire houses sent but
bulletins to their local correspon¬
dents, and of course it reached
their customers in New York, say¬
ing that the customers should get
out of consumer securities, and

Paul Raibourn

j*An address by Mr. Raibourn
before the Association, of Cus¬
tomers' Brokers, New York ;City,
Feb. 4, 1947.

specificallymentioning the. liqiiors
and amusement securities. ^ ;

That flood of "prognostications
for the amusement business-began
to produce some trouble for me.
For the next week my lifewa&a
flood of telephone calls from con¬
cerned stockholders wishing to
know what background there was
for this seemingly widespread in¬
formation that the motion picture
business was rapidly on its way
back to the Indians.

1 I have been in the motion pic¬
ture business for some 27 years.
I have been through the depres¬
sion conditions in 1921, the minor
depression conditions in the later

1920's, the depression of the early
1930's, and the minor one in 1939.
I don't think I have ever seen a

period during all that time, when
there was such a widespread dif¬
fusion of the idea that we were

rapidly on our way to perdition.
There must have been a reason

for these things, and I am sure it
is the reasons behind those that

you are interested in; because that
was what every stockholder who
called up or who came in wanted
to know. They wanted to know
how much truth there was in
these dire predictions and what
we thought about the situation.
You are representatives of
(Continued on page 890)

^District Theatres *Hungerford Plastics

*Metal Forming Corp. *Dumont Electricb\Yi

hi ,;m-

rvrtj 7"■:"To,iqr.T
*Prospectus Available

;\$} 4

FIRST COLONY CORPORATION
52 Wall Street

Tel. HAnover 2-8080
New York 5, N. Y.
Teletype NY 1-2425

Bought—Sold—Quoted at Net Prices

EASTERN CORPORATION

AMERICAN GAS & ELECTRIC COMMON

PENNSYLVANIA POWER & LIGHT COMMON

Central National Corporation
ESTABLISHED 1927

22 East 40th Street, New York 16, N. Y.
Telephone: LExington 2-7300 Teletype: NY 1-2948

OSGOOD COMPANY
Established 1840

Approximate earnings, 1946—$2.85 per share
Net current assets, Dec. 31, 1945—approximately $12.60
^ Approximate selling price—$9 per share . * *' -

Company manufactures equipment for construction, mining,
quarrying and lumber industries. Outlook for heavy industry
field looks good for next 10 years.

Detailed circular upon request

Seligman, Lubetkin & Co.
Incorporated

* * I ' Members vNeio York^Security Dealers Association • y,/« « J, -

j ? ,|S41Broad Street, York >4 8s C
: :

. v
.....

;i By Herbert m. bratter

[ Mr.3rattcr holds British White Paper, joint product of empjoyeirs
; and unionists and published by the Government, is intended to
; shock management and workers into greater effort for direly
j needed production Increase. British editorial comment: hails docu«
ment as evidencing first admission by Government and unions that

} country Is in 4eid^ fixr^^ Notes,.Socialists^ complete' confusion and
\ absence of remedial plans. ' .

On Jan. 21 there appeared on the counter of His Majesty's Sta¬
tionery Office in London a tuppence nine-page white paper which,'

Jdespite its^ 1————) .. • :

w ■

Herbert M. Bratter

quaint 18th-
Century-
sounding title,
immediately
attracted na¬

tionwide: and
indeed world-

'

w i d atten-
' tion; The pa¬
per goes by
the name,
"Statement on
the Economic
Considera¬
tionsAffecting
Relations Be-

tween Em¬

ployers and
Workers." Despite the newsprint
shortage the staid London "Times"
reprinted the white paper in
full. The conservative "Financial
Times" noted the pamphlet with
a two-column headline: "Grave
Position of the U. K. Economy,"
while from its cover page "The
Economist" exhorts the nation to
face the present crisis.
The white paper, whose gist is

that Britain needs to step up pro¬
duction quickly and materially, is
a product of the National Joint
Advisory Council consisting of 17
representatives of the British Em¬
ployers' Confederation, and 17

representatives of the Trades Un¬
ion Congress, Its publication by
the Government is intended to
Shock: the nation, and particularly
the workers, into f lasting greater
effort. Whether it will have that
effect remains to be seen.

The Surrounding Critical
Economic Conditions

The white paper comes in the
midst of as severe a winter as
Britain has endured in half a

century. It appears when the na¬

tion's coal shortage is acute, when
factories are being shut down for
lack of enough fuel, when the
country is still pondering official
revelations of the shortage of hard
currencies to finance British trade
needs, and- when living
conditions are as grim as ever in
wartime, if not grimmer. This is
the situation as Britain under¬
takes, through conversations in
India and elsewhere, to imple¬
ment. ; the. undertaking in , the
American loan to make sterling
freely convertible iii July. This is
the environment from which will
come the British delegation to the
international trade discussions at

(Continued on page 904)

The Rightst$£- Ffape
•

. V ' ■ * * 4

By ABRAHAM LINCOLN, March 31# 1864

"Property is the fruit of labor;
'

4 property,is desirable:,, ,,SA# ,, ;.u
It is a positive good in the.world. ^ ir f

That some should be rich shows

that others may become rich, and
hence is just encouragement
to industry and enterprise.

Let not him who is houseless

pull down the house of another,
but let him work diligently
and build one for himself,

Thus by example assuring r: .

that his own shall be safe

from violence when built." .
..

The real moral in these words of Lincoln
isthatapoliticianneed not beahypocrite
or a demagogue to advance his:public :
career as so many men in public life today
seem to think. t ?

American Overseas Airlines

Kingan & Company
Standard-Thomson Corp.

U. S. Finishing Com. & Pfd.

J.K.Rice*Jr.&Co.
Established 1908

Memberi Nf t, 'Security -Dealers- Assn. -
■ 14'REctb^ 2-^500-rrl20'"Brpadway i"'

Bell-System'; Teletype NVY.

ACTIVE MARKETS
.? v •' : f'j&t t.^ *.**. s

Di Noc

Soya Corp.
Great American

Industries

Virginia Dare Stores

SIEGEL & CO.
j|S«Broadway.N. Y.G
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Behind - the-Scene Interpretations y|^ J - -
from the Nation's Capital _ jTjLKIiU i C/li

Vote-getting tax tinkering seems to have displaced equitable tax
relief on the congressional agenda. Hallelujah Democrats have
taunted Republicans into confusion and conflict. Apostles of the 20%
cut across-the-board are finding converts few and inarticulate, are
losing or have lost their crusade to the camp meeting orators who
invoke tax mercy for the small income citizen. As of today, certainly,
the sawdust trail to tax reforms-
promises greater reward to the
low income bracket people than
their higher bracket neighbors,
''%' * ■ ■ * * " r:<

$>: Compromise of no tax reduc*,,
lion at all looks unavoidable*
Consider these facts: (1) Re¬
publican proponents of the
across-the-board reduc¬
tion know that most Democrats
and many Republicans are

against them; (2) they realize
President Truman may veto any
revenue reducing legislation;
(3) they're reasonably sure
neither Senate nor House has
enough across-the-board advo¬
cates to override a veto. Pres¬
ently, at least, they can foresee
no other alternative than some

sort of a concoction sufficiently
tasty to tempt a counter veto
two-thirds vote.

j.' ;l£'< * * *

Only compromise with enough
vote appeal to offset White House
status quo sentiment looks like a

graduated income • tax revision
favoring millions of small tax¬
payers who elect the Congress¬
men. ... ! ■

* * *
. ., t. i

Strategic purpose of Treasury
Secretary John Snyder's press
conference proposal that Con¬
gress make a long-range study
of tax relief for family heads
was to reinforce the President's
position against any tax whit- 5
tling at this time. Congressional
tax reducers received the

Snyder blandishment with af¬
fable disregard, went right
ahead with their dickerings.

* * *

Moving picture executives are

disturbed by congressional hack¬
ing at the reciprocal trade pro¬
gram, fear it will provoke foreign
nations to fence out American
films. Already beset by govern¬
ment restrictions abroad, the mo¬
tion picture industry foresees

(Continued on page 893)

Debt and

By ARYNESS JOY WICKENS*
U. S. Bureau of Labor Statistics 4

.?] Mrs. Wickens, in. pointing out,national debt has grownfrom 45%
of annual national income in 1919 to 150% bf current national
income, stresses importance of reduction of debt balance by its
retirement. Notes Federal Government has other expenditure com¬
mitments and that taxes consume about one-quarter of national]
income. Looks for moderate decline in price level and calls atten¬
tion to distortion of price structure. Says pinch of debt burden N

t will come when dollar value of national income falls, and sees f
t: continued necessity of taxing low incomes. ;

The total debt of the Federal Government in October 1946 was

$263% billions, all but $1 billion of which was interest bearing. This
includes all <$> -

those bonds,
i>otes, certifi¬
cates of in¬

debtedness
and special is¬
sues common¬

ly classified
as "public
debt" by the
Treasury De¬
partment, hut
not guaran-
teed securi¬
ties. It em¬

braces all in-
debted ness

in that cate¬

gory which \
the Congress has, by statute, lim¬
ited to a total of $275 billion.

dryness JoyWickens

i At this point I wish to direct
my remarks to this category of the
Federal public debt, and later to
take account of the implications
of Mr. Woodward's point that our
Federal financial obligations far
exceed our contractual debts in
this formal sense—a point of view
with which I entirely agree. But
the debt problem is difficult
enough without compounding
trouble at this point.
To dramatize the growth of the

debt and to help you to aopre-

(Continued on page 892)

*An address by Mrs. Wickens at
59th Annual Meeting of the
American Economic Association,
Atlantic City, N. J., Jan. 24, 1947.
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Getchell Mine, Inc.
*

Arden Farms Company
Title Guarantee & Trust Co. ;

. American.Overseas.Airlines, Inc;

• BOUGHT — SOLD — QUOTED , '

York Hanseatic Corporation
120 BROADWAY, NEW YORK 5, N. Y.

f i .Telephonei BArcIay 7-5660 v,'* Teletype: NY 1-58J
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By A. WILFRED MAY;

A. Wilfred May

INTERNATIONAL TRADE AT THE CRISIS STAGE
Belly Politics Versus Ideology

This country's progress on the way toward genuine international
trade agreement is becoming increasingly obstructed by political
obstacles. These factors, whose practical effects sometimes are not
realized, are now decisively determining the world's economic and
political future. . ' .

The world's central issue is one of quantitative restrictions;
avoiding detailed administered control of im¬
ports by other countries, with their discrimina¬
tion against the hard-currency nations like the
United States. And it must not be forgotten that
unilateral policies and bilateral trading pave the
way to economic, and hence military, warfare.

• • This country's* particular simply-stated basic
problem consists of the fact that if we as the
largest creditor nation :in history, do not shortly
develop an I excess of imports over exports, a
repetition of our previous periods of default by our
foreign debtors must ensue. Barring the use of
subsidies, in new and even more intensified de¬
gree than before,-our exports must decline; with
insufficient overall use of our-enormous plant
capacity and a favoring of inefficient, and a pen¬
alty on efficient, home industries. Also we must
recognize that to an even greater degree than
formerly, we will be forced to renew the practice,

indulged in ever since the First World War, of shouldering costly
though hidden susidies like the inter-Allied debts, our private loans,
and our gold buying.

The British position makes help from expanded and multilateral
international trade an immediate and more genuine need. No less an
authority than Professor Lionel Robbins, eminent British economist,
has recently stated (in Lloyds Bank "Review" for January, repro¬
duced elsewhere in this issue of the "Chronicle") that in spite of the
American Loan, Britain's dollars and reserves are going to run very
short in the absence of drastic remedial steps. The exact causes of
Britain's postwar exchange position troubles, like the rise in our
commodity prices making the purchasing power of her borrowed
dollars worth less, and like the German burden, are not material;
the point is the wide extent of their repercussions.

Before World War II the United Kingdom's visible imports
from America greatly exceeded her visible exports to us; in 1938 the
former were six times as great as the latter. The UK met its deficit
principally by the conversion into dollars of the proceeds of the
British surplus of visible exports to other countries. But now,
because of the absence of supplies from other war-damaged countries,
the increased imports from the United "States are accompanied by
difficulty in converting the favorable balance of other countries into
dollars.

Domestic Political Influences

On our domestic political scene we find that the next important
act will be comprised by the Feb. 24 opening of a "full-dress investi¬
gation" of the Administration's reciprocal , trade program by Repre¬
sentative Knutson's House Committee, the majority of whose members
have consistently voted against international agreements.
», Perhaps in line with the true processes of democracy, the move
of every legislator, seems to be motivated by the fixation of both
his eyes on the coming 1948 election. The epochal compromise offered
last week by the two key Republican Senators, Messrs. Vanderberg
and Millikin (published in full in this issue of the "Chronicle"),

(Continued on page 903)

TRADING MARKETS IN

"OLD"

Preferreds & Commons

Chi., Milw., St. Paul & Pac.
Chi., Rock Island & Pacific
Denver & Rio Grande West.

Duluth, So. Shore & Atlantic
Missouri Pacific

N. Y., New Haven & Hartford
N. Y., Ontario & Western

Old Colony Railroad
Rutland Railroad

St. Louis-San Francisco

St. Louis Southwestern

Seaboard Air Line

Western Pacific

Wisconsin Central

G. A. Saxton & Co., Inc,
70 Pine Street,

WHIteh.il 4-4970 ■" -i H
York 5, N.Y.

Teletype NY 1-609

American Gas & Power

— ..-CentralDM9 Light & Power r u

- Northern Indiana Public Service iuj
Tennessee Ga| &Transmission t !

'■ -Bought-—Sold—Quoted ~ }

FREDERIC H. HATCH S CO., INC.
Established 1888

MEMBERS N. Y. SECURITY DEALERS ASSOCIATION i -• < f

63 Wall Street, New York 5, nJyV"'^ " Bel! Teletype NY 1-897 i;
I':J.. - ■

With Slayton &Co., Inc
especial to Tflir -Ftftrnmi -cmmmti \,
ST, LOUIS, ^MO.—^Rqnus Olspn

has ^ been added' to the staff ,fof . n

Slayton & 'Cb.,Tnc;, 408 Olive St. .

Abitibi Power & Paper Co, >

Brown Company
Minnesota & Ontario Paper Co.

Noranda Mines Ltd.

St. Lawrence Corp. Ltd.
St. Lawrence

Paper Mills Co. Ltd.
Sleep Rock Iron1 Mines Ltd.

Sun Life Assurance of Canada

HART SMITH & CO.
5S WILLIAM ST., N. Y. 5 HAnorer 2-0980

•
. ■ Bell Teletype NY 1-395 "J ... |

New York Montreal Toronto

Domestic, Canadian
and Philippine

Mining Issues

MAHER & KULSEBOSCH
V Broken A Dealers

v In investment Securities .

62 William St. i New York 5, N. Y.
Telephone Teletype

WHitehall 4-2422 NY 1-2613
Branch Office '

113 Hudson St., Jersey City, N. J.

BAR GOLD ^

GOLD COINS J
held abroad

IRANIAN-OWNED STERLING

Offers Wanted 5|i5

F. BLEIBTREU & CO., Inc.
79 Wall St.. New York 5, N. Y.

Telephone HAnover 2-6681-2 *

Cables: Solofret, New York

MARKET PLACE s

for

benouet cons. "mines

british type investors
central states elec."/
Copper,canyonmining

- general tin invest; '
" haile mines

kinney coastal oil :

lava cap gold ..

G0ULET & STEIN
MembersNtflAssW $eewi»ie« Deelers, Inc.

. 27 William St., N. Y. 5 .

ver $'176.8 ^4., Mf* NY t'tOSS

Pacific Coast
1 • * • •••• - -1 " f

./ e /• . •• ^ c

Securities

Orders Executed on

Pacific Coast Exchanges I
«. •

. .. , - A -V •
_ J

Schwabacher & Co*
Members 1

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

San Francisco Stock Exchange
Chicago Board of Trade

14Wall Street New York 5, N. Y.
COrtlandt 7-4150 Teletype NY 1-928

Private Wires to Principal OfficesX?
> San Francisco — Santa Barbara
Monterey — Oakland —- Sacramento

M Fresno , , f?

m
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the Federal*Government, ^Chair¬
man Jesse Wolcott of Michigan
informs this correspondent. As
result * of *such; ;a study *the. COrinj-j
lnittee2'P?obably ♦"will -offer legist
lation to clarify the status arid
pufpQse of <the rWational Advisory.;
Council on International M6ne-i

tary and Financial 'Problems—the
so-calledNAC—which was created
by the 3retton Woodsenabling
actand which. "coordinates,?Amer-

icah^ foreign1 loanpolicies^ airid: ac-?
tiyities; Mr. Wolcott' iritendstid'
:eliminrite- the e^xOfBSe df'rinw'aiif
ministrative functions ^f^NA,G
which may have developed *'in
practice. 'There Seems to be hidre
than a suspicion that the 'NAC lias
attempted to dictate to the iEx-

porfclmport Bah&andWolcott
tendsto get to the' bottom of ;the
matter.

In view1 of the secretivenesswith

Which the NAC operates/ a policy
for which the fState Department
seems to be especially responsible,
the publicwill be greatly inter¬
ested in the study which Repre¬
sentative Wolcott has in mind. >

House Committee to ||
Investigate Federal
Money Operations
Will clarify; American*Joan poll- -

ciesand'NACYactivities,

Washington.(Special :to the
yOhronicleV)-^The HouseBanking
and Currency Committee Will
probably "make ri fctudy of rireciit
as it is created and controlled by

Baltimore TransitCOj
• All} Issues -■;.

Bayway Terminal

Davis Coal .& Coke |
' Monumental Radio

'

NationalSashWeight
Preferred ,

STEIN BROS. & BOYCE
•Members New York & Baltimore Stock
Exchanges and other leading exchanges
6 S. CALVERT4ST., BALTIMORE ?2
v - ?•Bell Teletype BAB93
New York Telephone REctor 2-3327 LYNCHBURG

iiiiiiiiiiiiHiiiiiiiiiiiiiiiiiHiiiiiniiii1

Trading Markets
- l'V'"' '•' • *£;:.T. ,'*•*

American Furniture < Co#
*'">■' '-'if V. ■'v# * ifi

Basse11 Furniture Ind# n

Dan Biver Mills 4

BOSTON

The Parker

Appliance Company L. J. Pritchard

Scott, Horner
Maso»hi Itic. A
Lyttchburg, Va.

Ttle.'tY'83 'ID 11 .<

lllllllllltllllllllllllllllllllllllllllllllll

•1 Company Is a' leading ^manufacturer
of tube, couplings; fittings and valves
for the transmission nf hydraulics,
Outlook for industries served indi?
cates substantial prospective earning
•-power.

.....v,

At current quotations, common stock
is ..available at approximately 40%
less than original goffering price in
1940, despite tremendous improve¬
ment in basic position, .*at approxi¬
mately *40% of indicated'book value
and' at less than net working capital
per share. /' J* if/' ' E ' ;'.W'EE I

YT.AOUISMONTGOMERY, ALA

Circular available upontequest

rsj&ought~-
•

■: :f "i: 'J:-. y:"'

Sold—Quoted
PRICED ABOUT S

INVESTMENT SECURITIES

'

509 OLIVE STREET
Copy of Prospectus*en request ; i

THORiNTON.iMOHR
& COMPLY

.
,. ''Telephone ' ^Teletype

3-6696 i& L; U;53 ' MG 84

ST.LOUISI/MO,31'MILK STREET
BOSTON 9, MASS.

HANcock 8200 f -Teletype D9:424
N. Y. Telephone CAnal 6-8100 {.,

Member* fit. Louis Stock Xxehange

PHILADELPHIA

New AnalysisColorado Milling and Elev. Co.
The Gruen Watch Company
Northern IndianaPublic Service

*
• 'Memot Qn Hequest

Boston Maine HR.
Prior Preferred

Upon Request

Circular - on Request Members New York, Philadelphia and
Los Angeles Stock Exchanges

- ' Also*Member of
New York Curb Exchange

1420 Walnut Street, Philadelphia 2
■NewYork LosAngeles
Pittsburgh, Pa. Hagerstown, Md.
N. Y. Telephone—WHitehall 3-7253

Private Wire System between
Philadelphia, New York ajid Los Angeles

Edward l. burton
& company
ESTABLISHED 1899

*160 s. main street
Salt Lake City 1, Utah
BELL'SYSTEM TELETYPE SU 4S4 \

24 Federal Street, Boston 10
Tel.Hubbard 3790 ^ -Tele^BiS

DES MOINES

trading markets

for :t.

BROKERS and DEALERS

UTAH MINING
STOCKS

INCORPORATED \

Pennsylvania Power & Light
4'/2 % Preferred

Pennsylvania Power &''Light
Common

. - •

Inquiries Invited

BOENNING &. CO.
1606 Walnut St., Philadelphia 3
PEnnypacker 5-8200 *PH 30

Private Phone -to N. Y« C.

XOrtlandt 7-1202

Established 1898

WH. CHILD, ING
Members Salt Lake Stock Exchange

BROKERS
Stock Exchange Building
Salt Lake City, Utah

Teletype BTJ 67 Phone 5-617:

EQUITABLE BUILDING
DES MOINES 9, IOWA

Phone 4-7159 Bell Tele. DM 184

LOUISVILLE SPOKANE, WASH

NORTHWEST MINING
securities ;

k, v ' ' -\'t- *" ."uj'f'v .i
For Immediate Execution of Orders
or JQttotes'Call TWX Sp-43 on Flooir >

of Exchange from 10:45 to 11:30 r
A.M., *Pac, ^Std. Time: Sp-82 at •

other hours.

American Air Filter
American "TTurf As^n
Consider U. Willett
Girdler 'Corporation

MurphyTChair Company
Winn Lovett Grocery

STANDARD SECURITIES
CORPORATION

Members Standard Stook Exchange
of Spokane. .>-■ '

Brokers - Dealers - Underwriters
• Peyton Building, Spokane

Branches at
t'

Kellogg. Idaho and Yakima, Wn. . /

• '

\ .'•"'Incorporated;
1st Floor, Kentucky Home Life Bldg.'

LOUISVILLE 2, KENTUCKY i
Long Distance 238-9 Bell Tele. LS 188
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Problems of Distribution in 1947

United Kingdom 1960-90
Rhodesian Selection Trust

i- *">■ ■ ■■■'. v ; *' *• • •••;.. ;

r Gaumont-British
■ ■"

-

'Scophony, Ltd.' ; . y §||f
'

. •* '••?'••' :■» • .■ •' n />• ' ;.•? .• '" '• • 'i: ••
'i * - •• ilV

British Securities Dept.

Goodbody & Co.
flembers JV. Ta Stock Exchange and OtherTrinclpat Exchange!
115 BROADWAT " . NEW TOEK 6, N. T.

Telephone BArclay 7-9100 Teletype NY1-672

A Producing Company

PROSPECTUS ON REQUEST

F. H. KOLLER & CO., Inc
Members N. Y. Security Dealers Ass'n

111 BROADWAY) NEW YORK 6, N. Y.

BArclay 7-0570 «*" t,"r >' V NY 1-102
^Afldress by Dr. Frederick be¬

fore Annual Meeting of American
EconomicA^obi^0n^0ah^flO47j

Vacuum Concrete CorpQUOTEDBOUGHT

BOUGHT - SOLD - QUOTEDHAYDEN,STONE&CO
UODSON&COMPANY,< WEMSERS: NEW YORK &TOCK EXCHANGE Memorandum on request

25 BR6AD STREET* NEW YORK 4, N. Y.

. ■! . , ' CORRESPONDENTS IN v'- - •

liONDON A *• > ' - : SHANGHAI
MANILA.^*:" o"^^0ENQ$/A1HES '* *MONTEVIDEO
■i'V-r ^'^'::^"ANDlCnrHEI^<linOPEAN -CITIES'

PULIS, DOWLING & CO.
« Members"Neto York Curb Exchange

25 Broad Street, New York 4, N. Y,

Telephone: HAnover 2-6284 Teletype: .NY
165 Broadway, New York
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Northwestern Public Service
One of the relatively few negotiated utility deals was scheduled

to make its appearance earlier this week. First Boston Corp. planned
to offer 26,00Q shares of;4^% preferred?stock of Northwestern Public
Service Company and 410,000 shares of commoii stocky It is under¬
stood that the latte^would be offered1.at' c i i T- ■ ■ x ?

•

The company's estimated pro forma earnings per share on the
common stock in 1946 were $1.34$
on which basis the stock is being pro forma basis Would have been
marketed at about 10 times earn¬

ings. This compares with a recent
/average!of 13l9 for a large num¬
ber of electric-gas operating com¬
panies. :Based on the indicated
dividend rate of 90c (about 67%
of earnings) the yield would be
6/67%. ;This yield compares with
the general average of 5%. Only
a few stocks such as Birmingham
Electric, Puget Sound Power &
i light, South Carolina Electric &
•Gas, etc. offer*;similar; yields. >;

; r Northwestern Public Service
was formerly controlled by Mid¬
dle West Corp. through North
West'Utilities Company. The lat¬
ter company owned all of the com--
naon stock until the purchase by
Bear, Stearns & Co.;- in March,
11146. v!Of; the present offering,
-;3©0,000 shares (all the stock how
outstanding) are being sold by
/Bear • $tearns through the First
.Boston grohp[ and 110,000 shares
/are being sold >by the company*
Bear Stearns & Co; will contribute
Whatever cash is necessary so that
the proceeds to the company from
the sale of T10,000 shares (before
expenses) plus such contributions
Will ^aggregate $1,725,000. -. The
^preferred stock is being offered in
: exchange for the old; 6% and; 7%
preferred issues, with unexchanged
stock underwritten, ahd~ any re¬

maining old preferred will be
called at $110. A cash exchange
adjustment to holders of the old
t preferred will be made—the dif¬
ference between call price and of-

tferittgprfte/■Witft:divJdeMAdjust#
• -merits; t.. p
^IThe capital structure on com¬

pletion of, the financing will be
4®% funded debt, 24% preferred
«tdck and

. 27%' common stock
equity. The plant account is car¬

ried at original .cost Of $12,729,660
fjpittS' plant; hcqhisitibh Adjustments
Hbeingambi:tized^pf $704,167;Be*;
preclation reserve Is5 $2,498,893,
leaving net plant account of $10,-
®34,934i^ Funded!*deb AnicF'"pre*-
ferred stock are 72% of net plant
account. Depreciation is 20% of
wginal plant cost, and the annual
aMrbvislb^ £.5% oft such
amount.

Common stock earnings on a

asfollows in|receht? years:
12 months ended 11/30/46 $1.26
T* Calendar Year—
1945 1.12
1944
1943 0.93
1942 0.84

The company's revenues are

about, 69% electric, 22% natural
gas and 9% manufactured gas and
steam heating. Electric revenues
are about 38% residential and 46%
commercial; gas 73% residential
and space heating, and 25% com¬
mercial and industrial. Industrial
sales account for only about 6%
of electric revenues and 7% of

gas. All of the company's power is
generated by itself, but natural gas
is purchased from Kansas-Nebras¬
ka Natural Gas Co.
The territory served with elec¬

tricity is largely farm area and
there are a few industrial plants
except for meat packing and grain
elevators. The electric service area

covers some 14 counties in South
Dakota.

Rates for residential service

averaged 3.85c in the 12 months
ended Nov. 30 and there was a

moderate rate reduction last May.
The franchise situation is said to

be in good shapewith substantial¬
ly all franchises in the larger, com¬
munities having 14 to 17 years to
run. Gas franchises mature in

1953-65 except for Aberdeen's
which is perpetual. The states of

South Dakota and NebrasjSi do
not have Commission regulation
of rates (except that the Nebraska

Railway Commission- can regulate
rates in rural areas) i In each state

municipal corporations have the

power to fix rates." >

«•

With Saunders, Stiver Co.
(Special to The Financial Chronicle)

CLEVELAND, OHIO — Robert
C. Jones has become associated

with Saunders, Stiver & Co., Ter¬
minal Tower Building, members

' of the Cleveland Stock Exchange.

Trading Markets in Common Stocks

,- :>>. ' A'VA:;*. . ~ ' i.v' •*' ■ -'•'• •• - *< .i! i

♦Bates Manufacturing Co. Liberty Aircraft Products

Bausch & Lomb Optical Co. Rockwell Manufacturing Co.
♦Crowell-Collier "Tennessee Gas & Transmission

♦Foremost Dairies U. S. Potash

'• ' *Prospectus on Request

Paine,Webber. Jackson & Curtis'

"r "

ESTABLISHED 1879

Werie Chairman of
New York Curb Exch. \
Edward C. Werle, Johnson &

Wood, was elected Chairman of
the board of governors of the New
York Curb Exchange for the en¬
suing year at the annual election
held by exchange members', ,

. Vice-Chairman : of the v bpard
during the past 12 months, Mr.
Werle succeeds Edwin Posner,
Andrews, *Posner. & Rothschild,
who has served as Chairman and
President pro tem of the ex¬
change since February 1945; Mr.
Posner continues as a member of
the governing board.
Francis Adams. Truslow,- New

York attorney recently elected to
the-Presidency of the Curb Ex¬
change, will assume that office on
March 1. He is a member of the
law firm of Reed, Truslow, Crane
:&fdeGive,S:I;^
In addition to Mr. Posner, Ed¬

ward J; Bowler/ Carl F. Gushing
of W. -E.* Burnet & Co.; James.R.
Dyer of Dates & Dyer, and Mor¬
ton Wohlgemuth of Ernst & Co.
were^elected " Class:A governors
of 4he: exchange for three-year
teripf :Mr. Bowler is a new mem¬
ber, of (he \ board. Mr. Cushing,
who joined the board last year to
fill a vacancy, Mr. Dyer and Mr.
Wohlgemuth were reelected.
Franklyn B. Boutelle of Burton,

Cluett & Dana, Edward J, Cohan
of Pershing & Co., Benjamin H.
Van Keegan of Frank C. Master-
son & Co., and Claude F. Leaman
of Hemphill, Noyes & Co. were
elected Class B governors to serve
three years.
E. R, McCormick was reelected

a trustee of the gratuity fund of
the Curb Exchange for a three-
year term.
Mr. Werle has been a member

of the Curb Exchange since July,
1940, and a governor for the past
three years, and is also a director
of the New York Curb Exchange
Realty Associates, Inc. During the
past year he has served as Chair¬
man of the general committee on
transactions and the stock trans¬
action committee and as a mem¬

ber of the executive, finance and
arbitration committees of the ex¬

change.
v Beginning his Wall Street career
in 1919 as a page boy on the floor
of the New York Stock Exchange,
the new Curb Chairman joined
the employ of Johnson & Wopd
in 1923. In 1928 he was appointed
a salaried market employee for
Aymar Johnson of Johnson &
Wood and represented the firm
on the floor of the New York
Curb Exchange in that capacity
litxtilhe! acquired^ jhis CuirtsAhen^
bershipt^^ In £1940.vand d>6cairie;;h
partner in the firm. :

The new board ; of governors
held its organization meeting
Tuesday for the purpose of elect¬
ing a Vice-Chairman, naming
standing committees and reap¬
pointing officials of the exchange.

American Gas & Power

Central Public Utility SYzs, 1952
Portland Electric Power 6s, 1950

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

'

t , Direct Wire toChicago

♦An address by Secretary Sny¬
der at a luncheon meeting of the
San Francisco Chambers o* Co^*-
merce, San Francisco, Cal., Feb. 10,
1947.

J. A. Ritchie & Co. Adds

Lussey to Staff
Jtilchie& Ca^lri<vto Pipe

Street, New York City, bank con¬
sultants, announce that Harry W.
Lussey has become, associated with
the firm as Manager of its gov-;
^rnhient; bond; department; v Mr.
Lussey will specialize as; consul¬
tant in government bond portfolio
management and in tax problems
as they' relate; to such manage¬
ment. He was formerly Assistant
Secretary of Manufacturers Trust
Co. (Investment Analysis Divi¬
sion).

With Bankers Bond &
Securities

? (Special to The Financial Chronicle)

HANNIBAL, MO. — AlbertM
Pettibone has become associated
with Bankers Bond & Securities
Co., B. & L. Building. Mr. Petti¬
bone was formerly with St. Louis
Union Trust Co. \ : • _

An Inventory of Our Situation
By HON. JOHN W. SNYDER*

; ; ' • Secretary of the Treasury r--•:

Asserting there is no need for fear of another depression, Secretary |
Snyder contends present situation is safer than in .1929,, Lists as (

bulwarks protecting our economy: (1) prevention of collapse of .

farm prices; (Z) unemployment insurance; (3) Federal .deposit i
insurance; (4) SEC regulations; (5) accumulated savings of j
people; and (6) record-breaking foreign demand for our-goods*
Favors redaction of national debt rather than major tax cuts.

, The past few weeks have been a period of inventory-taking for
business and industry;; 1 trust - that those of you who have been en¬

gaged in this^
annual -ap¬

praisal of re¬
sults - of the

past and of
prospects for
the f utuie

; have found
the g answer
pleasing in
both respects.
It seems to

me this
, is a

good time for
us to take an

inventory o f
our national
situation. May
I point out to¬

day some of the assets of our

economy as we enter this year
1947.
President Truman in transmit¬

ting the report of his Council of
Economic Advisers to the Con¬

gress, said: '

"As the year 1947 opens, Amer¬
ica has never been so strong or
so prosperous. Nor have bur pros¬
pects ever been brighter.
"Yet in the minds of a great

John W*:Snyder

many there is a fear of another
depression,Xvthe Toss ofodtTobs,
our farms, our businesses.
"But America was not built on

fear. America was built on cour¬

age, on imagination, and an un¬
beatable determination to do the
job atlMpd/'f t
There is no need for unreason¬

ing fearr today, 1947 is pot: 1929.
To . recognize1 this^ fact, we have
only to prod our memories a
littler to recall? $ome pf vthb first
symptoms, the. "causes^ the mani¬
festations of the depression of the
late '20's and early '30's.
In* those; unhappy, days,' there

was the collapse of farm incomes,
which led to fading demand for
goodSr resulting in slowdowns in
production and employment. Con¬
sumer buying was reduced fur¬
ther and further. In those days
we had a collapse of the specula¬
tive ^securities with the demor¬
alizing collapse of the banking
system. • :
Today, however, not only farm

income, but our national income
and our productive level are at
the highest ever achieved in
peacetime. Employment is at an
unprecedented level; Ot»r; bank¬
ing system v has never i been
stronger; speculation on bbfrowed

(Continued on page 895)

Are Americans Too Gold-Minded?
two BRITISH AND U. S. AUTHORITIES DISAGREE

Continuing trans-Atlantic controversy, W. Craven-Ellis charges
U. S. now repeats, with greater intensity, oar 1929 mistakes, which

; will again reflect on gold standard system. Doubts organic relation
between totalitarianism and exchange controls. Denies four billion „

sterling balances held abroad constitute monetary inflation. In
reply Philip Cortney' denies.U. S. •mismanaged gold $ standard , in
1920's; insists we do not practice exchange control iin any form;
holds gold needed only- to settle unbalances; and predicts cbntiiui-
ing;American trend toward trade multOateralism.

• .In the following communications W; Craven-Ellis* British mone¬
tary authority,-, and Philip ;Cortney^. - economist; ana: President of
Coty Inc. of New York City/ continue their colloquy concerning the
theories of Lord Keynes and the function of gold. Their previous
letters appeared in the "Chroneile" of July 4 and Dec. 12.

V LETTER FROM CRAYEN-ELLIS

London, s . <$-
24th Jan., 1947.

Philip Cortney, Esq.,
Coty' : ; : : •
730 Fifth Avenue,
New York, N. Y. - • x

Dear Mr. Cortney: > ; '
It was a great pleasure to me to

receive your letter of Nov. 26 in
reply to my letter of the 12th
August last. I fully appreciate the
reasons which were responsible
for the delay in /hearing/ from
you. " v *
I have come to the conclusion

after carefully studying our cor¬

respondence and reading the two
pamphlets which you have kind¬
ly sent to me that you, like so
many - Americans, are so - gold
minded you are quite unable to
understand or appreciate the sig¬
nificance of any monetary and
financial system which is not
founded upon gold. You refer to
Professor R. F. Harrod. He has
been a personal friend of mine for
a long time and at my request
addressed the Parliamentary and
Monetary Committee in the House
of Commons, of which I was
Chairman, on more than one oc¬

casion, although I differ from
many of his economic pronounce¬

ments. :? British Economists are as
diverse in their-, opinions as are
American Ecdnomists. ?With the
greatest respect I hold the view
that! you • .and' others who fought
for the British loan and for the
International Monetary Fund did
a great disservice to this country.
Due

. largely. to the monetary
mechanisni; adopted - by America
the ;lban/.today is of substantially
lbssxvaluq to^Btitaihvthah itv wasr
at the time .it was granted. It is a
pity that no one who took part in
the negotiations ever thought of
the idea that, as the loan was to
be made use of over a long period
it should be stipulated that the
number of dollars placed at Brit¬
ain's vdisposal should - have the
same* purchasing power when
drawn upon; as on the. date that
the loan was approved. With the
knowledge and experience of what
happened after a settlement was
arrived ..at ' on, the .loan created
during world war number one it
was unfortunate that such a vital
point was overlooked.

Charges Inflexible Attitude
% From your point of view your
essay on "The Economic and Polit-
1 h 1 .{Contmued^oh:page 894)
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iN^fime MSellincf Slocks
«

By ROGER W. BABSON

Mr. Babsqn cSteriO reasons why present is no time to sell stocks
which are paid for and held for income. Says brute force in settle¬
ment of political and labor disputes is frightening investors. -

I advance the following 10 reasons as to why this is no time to
sell stocks which are paid for and held for income.

1. The huge ^-

Roger W. Babson

, amount jof
S available mo-

;' ney in circu-
f;r lation. This
"has increased
''from $7 bil-
^ lions in 1940

'

to $28 billions
in 1947. It

•

seems as if

more of this
- would becom¬

ing into the
;; stock market.

2.^ O n 1 y
small amounts
of listedstocks
are outstand¬

ing, no more than in 1940. Hence,
any concerted buying would send
up prices.

3. Comparatively little specula¬
tion is now going oh in stocks.
In 1929 the stock transactions on

the N. Y. Stock Exchange equaled
the total National Income, but in
1946 these transactions were less
than 20% of the total National
Income.

4. Purchases now are possible
only for 75% cash. This keeps
weak people out of the market
and theoretically should prevent
too severe market breaks.: ;

5. Banks now pay no interest
on checking accounts and only
1% to 1%% on savings accounts;
while governments average jless
than 2^%. Hence, to get from
3% to 4% one must buy stocks.
This should tend to stabilize safe
income^paying stocks. ? *, ;•

6. The monthly . purchases by
investment cohipaides^amountittgi
to $50,000*000 should be a market
stabilizer. This, however, is only
about 5% of the total monthly
N. Y. Stock Exchange transac¬
tions. .

7. Corporations whose securities
are listed on the N. Y. Stock ;Ex-
change have the greatest cash re¬
serves in their history—huge
sums. Many have also large back¬
logs of unfilled consumer orders.
B. Wage increases will give the

masses mpre spending money.
This especially should help mer¬

chandising companies. ... T!

9. President Truman can balance
the Federal Budget in 1947-48 if
he so desires and eould also; re¬
duce taxes. This should stabilize
the markets arid, restore

. much
confidence. The only uncertainty
would be a severe drought pr a
very bad foreign situation; i

10. The improved political out¬
look: The new Congress is deter¬
mined to reduce.expenses, cut in¬
come taxes, and amend the labor
laws to treat fairly all interests.
There may never be a real solu¬
tion to the labor problem;? but
Congress can very much improve
the present unfair situation.

^T^'WrConclusions J.J
Considering thesalO reasons for

higher stock priccs,why does the
market continue to drift around?

Why are people now timid to buy

for permanent investment and in¬
come? Millions would be content
with a fair rate of interest with

safety, irrespective of whether the
market goes up or down, were
it not for some hidden reason

which I now will explain. I

Strikes^-Communism—Morals '

We-feave witnessed ti^ Usej of
Old-fashioned brute force in ithe
settlement, of political and labor
disputes. It is this revived use

of force, now apparent all over
the world, which is frightening
investors. Even Communism—as
an economic philosophy—might
not be feared if the Communists
were willing to leave the ques¬
tion to the free vote of the peo¬
ple. But they use force. In fact,
Communism is merely enforced
Socialism, the same as Fascism is
enforced Capitalism. Russians
blame me for talking about the
possibilities of World War III and
questioning the success of the
United Nations; but if labor, man¬
agement and politicians cannot
get along in this country peace¬
fully, and leave decisions to the
courts, how can we expect over
50 different races to unite and
do so? •

"Juvenile delinquency," which
really should be known as paren¬
tal deliquency, is undermining
confidence. Parents are respon¬
sible for the filthy picture shows,
with their jungle dances; and low
stuff that was not even allowed
in saloons a decade ago. We pa¬
rents are responsible for the bad
radio programs from which our
children learn of the underworld

doings of gangsters, cowboys and
petty burglars, j Even our m
zines, in their stories and
trations, appear to be lowering
their standards by featuring
drinking, carousing and the like.
,Modern "art", does |not bother
me, but with "sensible" people
buying such crazy pictures it is
not surprising that too many con¬
servative investors are bearish on

everything! - •

. ■ " . ' ' mm*

Jacques Gelardin Dead
Bache & Co. announced this

morning the death of Jacques Ge¬
lardin, who for many years served
as the firm's representative in
Egypt and the Near East and who
for the past six years was associ¬
ated with the firm's New York
office.
Death occurred on Feb. 8 while

Mr. Gelardin was vacationing in
Florida.

rnaga*'
illus-

With Otis & Co.
(Special to The Financial Chronicle)

CLEVELAND, OHIO—William
S. Pampel has become associated
with Otis & Co., Terminal Tower.
Mr. Pampel" was formerly with

Ball, Burge & Kraus and was con¬

nected with the Ohio State Divi*

sion of Securities.-

We are pleased to announce that

IWR. MAX C. IBERS
(New Orleans)

. • *. . and -• -

MR. FREDERIC A. PAKAS
(New York)

are now associated with us

and that we have installed a direct wire between our

New York and New Orleans offices.

T. J. FEIBLEMAN & COMPANY
; < 1 ^ y' V. Members NewOrleans Stock Exchange ^

NEW YORK : NEW ORLEANS
41 Broad Street Richards Arcade Bldg.

Swedish Theory of Unused Resources llsil
■ By 'BERxi^OTtlN*!#f:

; ... Professor of Economics, University of Stockholm

Professor Ohlin traces Swedish theory concerning savings, investment, and employment Points out,
though theory holds savings and .investment are equal, planned savings end planned investment, which,
also affect prices, profits, wages and employment are not equal. Stresses psychological factors in busi¬
ness cycle and belittles effects of money supply changes on both savings or investment. Denies sav¬
ings affect credit, but asserts interest rate is prime factor in investment. Holds, lower wages can lead
to increased employment, while reduced interest rates and profits may canse unemployment. Says
deficit financing, when not reducing*private investment,la important in anti-depression policy. i

I hope I am not disappointing too many of you if I make the present lecture—as
well as the/following one—a rather technical one. It i»>my intention to turn afterwards
to some more practical applications and considerations relative-to- the present-situation.
It is impossible <§> !.

.:*y

-I

III
8|

in a single
lecture to. at-,
tempt- to sum--
marize a theory
about unused

resources, but
I shall try _ to
present those
parts of the
Swedish theo¬

ry which seem
t o b e mo s t
relevant for
economic poli¬
cy.
I think one

can make the
distinction be¬
tween those changes in the em¬
ployment of labor and other

resources that are connected with

variations in the aggregate de¬
mand, variations in the aggre-

Dr. Bertil Ohlin

Transcript by "the Chronicle"
of the second lecture by Dr. Bertil
Ohlin, of the 1947 series of Julius
Beer lectures on "The Problem of

Employment - Stabilization" , a

Columbia University, Feb. 5, 1947.

gate demand for goods and serv¬
ices in terms of money, and those
other - changes " in employment
which may occur, even if the ag¬
gregate demand for goods and
services' does not change. It is
true that this is a distinction that
is made only for the purpose of
presentation and that no sharp
cleavage is possible, but I think
it is useful to make the distinction
nevertheless.

Let me begin with the former
aspect of the problem—the
changes in employment connected
with variations in the total de¬
mand for goods and services. This
part of the theory had not been
so much analyzed in the 1920's as
the other part, which could be
studied in the more static theory.
When the depression came in the
1930's, what we needed was em¬

phasis on the former part—the
changes in employment connected
with the variations in aggregate
demand.

In Sweden the study of this
problem had a natural starting
point: the theory .developed by

It's a

Marketplace

BRINGING buyer* and sellers together istypical of our way dealer service* de¬
signed to build mutually profitable business.
Our broad familiarity with market situations
in active and inactive issues enables us to sat¬

isfy many such dealers' needs when the time
is short and a customer is waiting.
To discover your own possibilities for prof¬

itable business transactions under this arrange¬

ment, you need only write, wire or 'phone
your request for the all-out co-operation of
our staff and facilities at any time.

R.W.Pressprich 8CGo.
68William Street Telephone HAnover 2-1700
NEW YORK 5 Teletype NY 1-993

201 Devonshire Street, BOSTON 10

Members New York Stock Exchange /

GOVERNMENT, MUNICIPAL, RAILROAD,
PUBLIC UTILITY, INDUSTRIAL BONDS

AND INVESTMENT STOCKS

Knud Wicksell. Wicksell was a

peculiar- man. He .often put. to
himself the kind V of \ques .ions
which many people thought a;> lit¬
tle naive. I think that was the re¬

action in many quarters in Scan¬
dinavia when /Wicksell said,
"

Well/ if the price of a certain
commodity will go up when; de¬
mand rises relative to supply,
why should not: the same thing be
true if we' take all commodities
together? Why should not | the
same reasoning hold for the price
of the aggregate supply?"
He said, it is true we have been

told by J. B. Say, • the French
economist, that this is not soi but
maybe Say was wrong. He went
on asking: "Why would total de¬
mand rise under given condi¬
tions of Supply?" *. • , * r-

Wicksell's Theory ;

Wicksell found that the; most
natural. * explanation was that if
people who invest will purchase
capital goods or other goods for
inventory for > greater sums of
money than what corresponds to
what other people save, then, to
- (Continued on page 9.00)

S.A. ..Salute!
By MARK MERIT

JW9 jyrihiq^ here, are busily an*
gaged in recruiting. One, of course,
is our U. S. Army which is enlist¬
ing men' to serve in.many places
and in many lands, to help main*

'

tain the. dignity of.our nation'in
this post-war period. And then
there is another army—fAc Salva¬
tion Army. This army is "recruit¬
ing" too v > .not men but dollars,
dimes/ nickels and cents, so'that
it can carryonwith some degree of
adequacy, ^ noble work of an
army, which plways fights on the
right side,

Here, in New York City's five,
boroughs a committee represent- <

ing the >Wine & Spirits Industry
has been organized to help raise a
million dollars among itsmembers.
The Salvation Army will need at
least this amount to carry on, in
this area,Tor this, year of 1947. \
Part of the program to raise funds

is the placement of a box on the '

counter ofevery package store and
on the bar in every tavern in the
Metropolitan Area. Ours is a con¬

vivial' and,' a1 friendly industry.;/
And may we* respectfully suggest
to those of our friendly readers
who occasionally patronizea pack¬
age store, or who drop in at a
tavern, that they drop "some¬
thing" in that box bearing a most ,

excellent label—the Salvation Army.
Salute!

SCHENLEY DISTILLERS CORPORATION
NOTE—Frow time to time, in this space,
there will appear an advertisement which
we hope will, be of interest to our follow
Americans.This is number 156ofa series.

SCHENLEY DISTILLERS CORP.

n

FREE—96-PAGE BOOK-Sentf a

postcard or letter to mark merit of
schenley distillers CORP., Dept.
ISA, 350 Fifth Ave., N. Y. t. and you will
receive a96-page book containing reprints
9l earlier articles on various AubjfptA*
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CARTER H.C0RBREY&C0.
Member, National Association \

of Securities Dealers :

Wholesale Distributors
Middle West— Pacific Coast

-For vV-

UNDERWRITERS

SECONDARY MARKET
DISTRIBUTION

CHICAGO 3 103 ANGELES 14
135 S.LiSalle 550 S.SpringSt
SWO 6502 Michigan 4181

GG 99 255

s We have aft analysis .of •. f

Showers

Brothers Co.
COMMON

Copies on request

CASWELL & CO.
120 South La Salle Street

CHICAGO 3, ILL
Tele. CG 1122 Phone Central 6690

TRADING MARKETS —

Nutrine Candy Co. |
" Common a ■

Prospectus on request r
'P •'Pp-^ tv. i)i' V • v .

•'f • Lear Inc. ^
Common ~i

WilliamA.Fullcr&Co.
MembersofChicago Stddk Exchange
209 S. LaSalle Street'Chicago 4
Tel. Dearborn 6600 *'! Tele. CO l46

,! i-

NEW YORK
MARKETS

for the

MIDWEST

STRAUSS BROS.
Members New York Security Dealers Ass'n
Members Illinois Securities Dealers Ass'n

Board of Trade Bldg., Chicago 4
Telephone: Harrison 2073

Teletype CG 129 '
Direct Wire to NtW Yorh Office

Colorado Milling.& Elev., Com.

*Trailmobile Co»» Com.
•

Jessop Steel, Pfd.

^SeismographServiceCorp.,Com.
.\ 'V i ii'v!•' fc~i» ...

•Prospectus Available on Request.

yml RDavls &Go.
Established 4916 ,

Members Principal Stock Exchanges
]],■ Chicago Board of.Trade f

10 So. La Salle St., Chicago 3
Tel. Franklin 8622 Teletype CG 405

Indianapolis, Ind. *• Rockford, 111.
Cleveland, Ohio .

SINCE 19081

FRED.W. FairmanCo.L|
Central Public

Utility
. 5%'s of *52

l?v>- ' ^
.

Write for our Brochure

analyzing these Bonds.

308 SOUTH LA SALLE ST.
CHICAGO 4, ILLINOIS

Telephone Randolph 4068
Direct Private Wire to New York

Bell System CO 687

Deale r-B roker Investment
Recommendations and Literature
>

j •<:—'4? • * * h:fV1?* '•?> *' '*? ' > \ h \ 7T J'f' 7Vv' **
*

it is understood that the firms mentioned Will be please?
to send interested parties the following literature:

Aircraft Manufacturers Outlook
—Study in "Fortnightly Market
andbusiness
ton & Co., 61 Broadway, New
York 6, N. Y.

■

i ' ill , .. '.

Aviation Bulletin—Containing
earnings^; news prices,. comment
and general market opinion—John
H. Lewis & Co., 14 Wall Street,
New York 5, N. Y.
,-V'X'C /• '' I -\.C,
Bargain Counter—Latest issue

of /'Geared to the News" Bulletin
Service emphasizes the relative
Cheapness of over-the-coUnter se¬
curities as a consequence of the
recent sharp tis6 In the listed
market—Strauss , Bros. Inc., 32
Broadway, New York 4, N. Y.

Dividend Paying Common
Stocks—Selected list. of common

stocks selling between $10 and
$20—Newburger, Loeb & Co., 15
Broad Street, New York 5, N. Y.

-Esky-Pads—Memorandum pad
with the Varga girl on the cover—
B. S. Lichtenstein & Co., 99 Wall
Street, New York 5, N. Y.

. Fire Insurance Stocks Are At¬
tractive — Memorandum —

Mackubin, Legg & Co., 22 Light
Street, Baltimore 3, Md.

Government Bond Portfolios
and Sources of Income — Break-?
down for 19 New York City Bank
Stocks 1946 — Laird, Bissell &
Meeds, 120 Broadway, New York
5, N. Y.

1947 Outlook for Airline Com¬

panies — Postwar competitive
problems, favorable and iinfavor-
able factors in the outlook, etc,—
E. W. Axe & Co., Inc., The Tarry-
town Press, P. O. Box 157, Tarry-
town, N. Y.—paper—500 (250 to
public libraries and non-profit in¬
stitutions).

Radio-Television-Record Com¬

pany — Report on company with
interesting prospects — L. H.
Wright Company, 135 Broadway,
New York 6, N. Y.

Railroad Income Bonds —

Memorandum discussing attrac¬
tive possibilities—Vilas & Hickey,
49 Wall Street, New York 5, N. Y.
Also available is a leaflet of

Railroad Developments of the
Week and a list of public utility
bonds giving call, first drop, price
and yield.

1947—Bankers Trust Company,. 16
Wall Street, New-York 5, N. jY.

Aetna Standard Engineering Co.
— Late circular — Luckhurstj &
Company, Inc., 40 Exchange Place,
New York 5, N. Y. 1
Also available are circulars' on

B u d a • C o m p a n y, Kearney &
Trecker Corp. and the Fresnlllo
Company;':'-'' 'H

Aetna Standard Engineering Co;
—Analysis—Edward D. Jones &
Co.; 300 North Fourth Street,"St.
Louis 2, Mo. -
V. y \' r 1 ■ ■ ■ ' - '** f-.v'L','' Oi--l »>

Argo Oil CorDOfation—Descrip¬
tive circular—45eligman, Lubetkin
& Co., Inc., 41 Broad Street, New
York 4, N. Y.
Also available .are circulars on

Wellmari 1 Engineering; Fashion
Park, Inc.; Upson Co.J and Osgood
Co. . • . .. : ' t'

Asplnook Corporation—Circular
—Ward & Co., 120 BroadWay*.
New York 5, N. Y.
Also available are memoranda

on W* L. Douglas Shoe Co;; Hart¬
ford Empire; LanoVa Corp.; Mo¬
hawk Rubber; and Taylor Whart¬
on Iron & Steel; Purolator Prod¬
ucts; Upson Corp.; Alabama Mills;
Diebold* : Inc.; Pfaudler Corp.;
United Artists.

Bausch & Lomb—Memorandum
—J. G. White & Co., Inc., 37 Wall
Street, New York 5, N. Y. , '

Boston & Maine Railroad —

Circular — Walter J. Connolly &
Co., 24 Federal Street, Boston 10,
Mass.

i

Central Public Utility 5^s
of '52 and Consolidated Electric
and Gas Pfd. — Comprehensive
study and analysis in brochure
form—Fred W. Fairman & Co.,
208 South La Salle Street, Chi¬
cago 4, 111.

Colorado Milling and Elev. Co.
—Memorandum—Buckley Broth¬
ers, 1420 Walnut Street, Philadel¬
phia 2, Pa.
Also available are memoranda

on the Gruen Watch Co. and
International Detrola .

D. L. & W. — Lackawanna RR.
of New Jersey — Analysis — B.
W. Pizzini & Co., 25 Broad Street,
New York 4, N. Y.

Railroad Information, A Year-
Book — Eastern Railroad Presi¬
dents Conference, 143 Liberty
Street, New York 6, N. Y.

Strong Bidders' for Peacetime
Profits—Memorandum on Jessop
Steel Co.; Federal Electric Co.;
and Globe American Corp. —

Kneeland & Co., Board of Trade
Building, Chicago 4,"111.

United States Government Se¬
curities and the Money Market—
Review; of 1946 and outlook for

Foremost Dairies, Inc.—Detailed
memorandum—Cohu & Torrey, 1
Wall Street, New York 5, N. Y.

Greyhound Corp. — Circular-
Hicks & Price, 231 South! La Salle
Street, Chicago 4, 111.

' Also available are circulars on

American Bank Note Co. and The
Muter Co.

Grinnell Corp.—Research item
—Goodbody & Co., 115 Broadway,
New York 6, N. Y.
Also available is a research item

on Rockwell Manufacturing Co.

We Maintain Active Markets in

DEEP ROCK OIL CORP. Common

CHICAGO SO. SHORE & SO. BEND RR Com.

NORTHERN STATES POWER CO. 6% & 7% Pfds.

H.M. Byllesby and Company
_ Incorpof cited V ; f. ^

135 So. La Salle Street, Chicago 3
Telephone State 8711 Teletype CG 273

New York Philadelphia Pittsburgh Minneapolis
• i

Hoe & Company—Study of .cur-
rent-situation in "The Adams
Journal" Adams & Co., 231
South La Salle Street, Chicago 4,
111.

Hydraulic Press Manufacturing
Co.—Detailed Analysis—Comstock
& ^p.,f231«6uth'La Salle Street,
Chicago 4, 111, ; -

Also available are analyses of
Longt Bell Lumber Co., .and
Miller Manufacturing Co.

; Lime Cola Co,—Late data-
Thornton, Mdhr & Co., First Na¬
tional Bank Building, Montgom¬
ery 4,.Ala. -

-National Homes Corporation ^
Memorandum. * rr- Kiset, COhn, &
Shiumaker, IhO;,. Circle:; 'T0wet,
Indianapolis 4/ Ind.;r : ' r •
■*iC:Vi-' v:>3v.•"* : fr ? ' . . r • • -

New York Central Railroad-*^
Research report — Thomas G.
Ccinipbell & Cd., 67 Wall Btreet,
New York 5, N.tY.—$10.00 per
copy.

Northern Pacific Railroad Com¬
pany — Memorandum — Bendix,
Luitweiler & Co:, 52 Wall Street,.
New York 5, N. Y.

Osgood Company—Detailed cir¬
cular—Seligman, Lubetkin & Co.,
Inc., 41 Broad Street, New York 4,
N. Y.

Parker Appliance Coi^CircuIdi?
—du Pont, Homsey Co., 31 'Milk
Street, Boston 9, Mass.

Pathe Industries, Inc. — Mem¬
orandum—1Troster, Currie & Sum¬
mers, 74 Trinity Place, New York
6, N. Y. .

Polaris Mining Company —

Analysis — R. E.J Nelson & Co.,
Hyde Building, Spokane 8, Wash.

: Portland Electric Power Com¬

pany—Analysis—Ira Haupt & Co.,
Ill Broadway, New York 6, N. Y.

Fred B. Prophet Co.—Circular
—-DeYoung, Larson < & Tornga,
Grand Rapids National Bank
Building, Grand Rapids 2, Mich.

Public National Bank & Trust
Co.—Year-end analysis—C.j E,
Unterberg & Co., 61 Broadway,
New York 6, N. Y.
Also available is an offering

circular on Stern & Stern Textiles,
Inc. 4

Ralston Steel Car Co. — Circu¬
lar— Lerner & Co., 10 Post Office
Square, Boston 9, Mass.

Red Rock Bottlers, Inc.—Circu¬
lar—Hoit, Rose & Troster, 74 Trin¬
ity Place, New York 6, N. Y.

Rockwell Manufacturing Co.—
Analysis — Steiner, Rouse & Co:,
25 Broad Street, New York 4,
N. Y.

Schenley Distillers Corporation
—Brochure of articles they have
been running in the v Chronicle.
Write to Mark Merit, in care of
Schenley Distillers Corporation,
350 Fifth Avenue, New York 1,
N.Y. ' %

Seminole Oil & Gas Corporation
-Late data—F. H. Koller & Co.,

> A% } I \ t i 1 ? H \ ;

Recent Analyses on Request

MerchantsDistillingCorp;
:• ": Common Stock ^ r-

Standard Silica Corp.
Common Stock ■

FAROLL & COMPANY
Merrtbef Area)"York Stock Exchange

and other Principal Exchanges

. 208 So. La Salle St.
CHICAGO 4

•'hon. Andover 1480 Tnle. CG 166 ''

) t 'g i iv j- -Ji- ■:'

Thursday, February 13,1947

Inc., Ill Broadway, New York 6
n. y.

Showers Brothers Co.—Analysis
—Caswell & Co., 120 S. La Salle
Street, Chicago 3, 111, •

Nathan Straus-Duparquet, Inc.
—Memorandum for banks, brokers
and dealers—Troster, Currie &
Summers, 74 Trinity Place, New
York 6,-N.Y.^|-

, Title Guarantee & Trust Co. —
Features of 1946 Annual Report
arid analysis of outlook—Amott,
Baker & Co., Inc., 150 Broadway
New York 7, N.Y. ; : . |

United Public Utilities Corp; —
Memorandum—L. H. Rothchilil &
Co., 52 Wall Street, New York 5,
N. Y.4;:: ' 11

Dtica & Mbhawk Cottdli Mills,
Inc. — Citculaf Mohawk Val¬
ley Investing Co., Inc<, 238 Gen¬
esee Street, Utica 2, N, Y.

Vacuum Concrete Corp.—Mem¬
orandum—Pulis, Dowling & .Co.,
25 Broad Street, New York 4,
N. Y. ~ '

Wisconsin Bankshares Corpora¬
tion—Discussion in, the cbtferit is-'
sue of "Business and Financial

Digest"—Loewi & Co., .225 East
Mason Street, Milwaukee, 2, Wis.

Charles G. Bechtel With

Walling, Lerchen & Co.
(Special to THI .FnFAnciAt ChroniclR)

DETROIT, MICH.— Charles C.
Bechtel has w,;,,;.
become" asso- 7 tti
ciated with

Watling, Ler- ;•
chon & Co., v

Ford Building,
members of
the New York ..

and D e t r o i t
S t 0 c k Ex¬

changes. - Mr.
Bechtel was¥
formerly J
Vide - Presi- -

dent of H. V. |
Sattley & Co., %
with which he
had been as¬

sociated-. for
many years.

Charles C. Bechtel

S- R. Livin^stdne Adds
(Special to The Financial Chronicle)
DETROIT, MICH. — Robert A.

Benton, Jr., has become connected
with S. R. Livingstone & Co., Pe¬
nobscot Building, members of the
New York and Detroit Stock Ex¬
changes. Mr.. Benton was previ¬
ously with Cray, McFawn & Co.

Marxer & Co. Adds Hill
(Special to The Financial ChroHiCle)

DETROIT, MICH.—Roland B.
Hill has joined the staff of Marxer
& Co., Penobscot Hullding, mem¬
bers of the Detroit Stock Ex¬
change. .. • '/p.-

Prescott Co. Adds Two
<Sp»lij t'ft Tas FnfAmu. Cjnwmfiu)

CLEVELAND, OHIO—Benjamin
W. Fauver and John B. Hopkins
have become affiliated with .Pres¬
cott & Co., vGuardimi Building,
members of the New York and
Cleveland Stock Exchanges..

V • Y

Cent. Pub. Utility Corp.
Income 5^s, 1952

CHgo..No. Sh. & Milw.
Ry. Co.

Common Stock

Brailsford & Go.
,208 S. La Salle Street

CHICAGO 4 (
Tel. State 9868 CG 95
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Illinois Brevities
Optimism for the remaining months of 1947 "was voiced last week

in Chicago by Gen. Robert E. Wood, Board Chairman of Sears, Roe¬
buck . Co;, andh executives^ re^resentihg^six Industries/at"' i
conference oh distribution sponsored by the Chicago Association of
Commerce and Industry. * The six industrial officials were Edward I/.
Ryerson, Chairman of Inland Steel Co.; Courtney Johnson,' assistant
to the Chairman of Studebaker<^

Corp.; Gen; TV S. Hammond,
Chairman of the Whiting Corp.;
A. W. Peake, President of Stand¬
ard Oil Co* of Indiana; Bertram
J. Cahn, Chairman of B. Kuppen-
heimer & Co., Inc., and Oscar G.
Mayer, President of Oscar G.
Mayer & Co. Their comments: •

General Wood: Prices will de¬
cline gradually this year, and
merchandising firms' will have
supplies ' sufficient to * meet de¬
mand in most lines by the end of
the year. Sales in lines other than
luxury merchandise and women's
apparel show "no signs of abate¬

ment.'*^- {;: / ' • '
Mi*. Ryerson: Some downward

adjustments of steel prices may
come "in " the' near future." It

seems; likely that "the products
which continue in demand in

pi1spite of Some over-pricing will
expand to the point of taking up a
large part' of the slack of those
items which will remain on the
shelves." " ' ''' '.

Mr. Johnson:. There is more de¬
mand fpr automobiles than can be
met this year. The auto industry
probably will produce about .4,-
000,000 cars and 1,000,000 trucks;
Lack of steel Will preclude reach¬
ing the estimated demand figure
of 5,000,000. V . / ;
General Hammond:.. The out^

look for capital goods manufac¬
turers is good, since a great de¬
mand" exists for tools and equip-*'
-ment. His . company's biggest
problem is getting supplies and

matei$ai^4<0", . . '
Olfylr. Peake: Demand for petro¬
leum -.this year should be 4%
higher tharr last year and- it will
force the industry to operate at
higher than wartime levels. Dis¬
tillates now rank as one of the

major derivatives and will "as¬
sume fast-growing economic sig¬
nificance."

.

Mr. Cahn: It is "fair to assume

that a continued .seller's market in
the men's medium and quality
price fields will afford several
seasons Of full employment and
production." Market demand is
"greater» than productive ca¬

pacity." k,.. ■-

Mr. Mayer: Farmers may get
$2,000,000,000 more this year than
last from the sale of meat animals.

According to present estimates,
the largest per capita consumption
of meat since 1911 is probable for
the year.

: * * $

Froedtert Grain & Malting

Co., Inc., the world's largest
commercial maltster, and Rock*
wood & Co., chocolate manufac-
tllring firm, announced a plan
to merge. v' The new company

would?have an authorized cap*

itklization of $5,500,000 In 20-

yOar, PA% sinking: fund.debeit?
tares; $4,500,000 in combined

cumulative preference and
5% cumulative preferred stocks,
and 2,500,000 shares of $1 par

FOUNDED 1913

THOMSON&

M5KINN0N
SECURITIES • COMMODITIES

231 So. La Salle St
*

'1. Chicago 4 : : . "

„ Branches in 35 Cities
-

■--* ;• - •
, ;

Members NewYork Stock Exchange and other
principal exchanges

common. Present companies
would be operated as divisions. '

*1* v ■' •!*

Braniff Airways disclosed/the
completion of * arrangements , for.
an unsecured loan of $10,000,000
from a group:of. eastern hanks.
The long-term credit wiJI he used
to finance equipment purchases.

i ; * ..n i •:'

'

; t Sears, Roebuck & Co. was re¬
ported < considering a plant to
conclude its six-year decentral¬
ization program by breaking it¬
self into five operating com¬
panies. The company already
has set up three autonomous

. territories, the West Coast, East¬
ern and Southern. :

:<s * ;!:

International Harvester Co. has
arranged with" its depositary
b^nks for a - $100,000,000 line of
credit for 1947, it was announced;
Harvester will negotiate short-
tCrm loans with individual banks
as the need arises.

Wilfred Sykes, President of In¬
land Steel Co., was inducted as
President of the Chicago Associa¬
tion of Commerce and Industry,,
which has added the words "and:

Industry" to its name because* of
the large number of manufactur¬
ing members. Mr. Sykes predicted
a t short period, of recession and
readjustment, followed, by. high
business, activity for a long time.
Hie urged more caution in viewing
1947 prospects. J * V:

❖ si: *

James F. Burns, Jr., told a

meeting in Chicago that the pre^-?
ent method of determining com¬

mission charges in securities
transactions is outmoded, and
needs complete revision.

❖ * * ,

Chicago's 1947 budget passed

by the City Council was up $3,-

900,000 from the $233,558,637

approved by the finance com¬

mittee a month before. It

amounted to $237,458,637.
sis :H th

Executives of big Chicago banks
at their annual meetings of stock¬
holders last month appeared con¬

cerned about the rising operating
costs. Philip R. Clarke, President
of the City National Bank & Trust

Trading Markets

Abitibi P. & P. Co. Com. & PH.

Brown Co. Com. & Pfd.

Cinema Television

Fresniilo Co.

Gaumont British Pictures

Minn. & Ontario Paper, Com.
Oroville Dredging

Rhodesian Anglo American

Rhodesia Broken Hills

Rhodesian Selection Trust /

San Francisco Mines (Mexico)
Scophony, Ltd.

Steep Rock Iron Mines . V
Vicana Sugar Co. 6/55 ■

Vicana Sugar Co*, Common-

7IPPIM& COMPANY
> V cialists in Foreign Securities

• #<)&: S. La. Salle Streiet: •
' *

Chicago 4,Tllini>hs"
Randolph 4696 CG '451

The SEC and Mining Securities
/ -By EDMOND M. HANRAHAN*

I J. Member, Bounties andlbichange Commission
I Commissioner Hanrahan, in explaining polities efSEC andapplying
t them to mining securities, calls attention to Registration Form S-ll,
I which ie adjBipledi to shares of exploratory mining companies. Points
out Regulation A, which permits iisuer to offer pp to $300,000

j offering value of securities in any one year, can be used by most
j mining companies. Holds since there is greater speculative element
• in mining shares, investors must be given reasonable amount

: J information to make-informed judgment'. Calls for full coopera-
t-! tion• with SEC.? «:^A ■' C i'.-;V.. ,,. *: ///;/;;:/;/ ,;S■.'

• •?:' fe.r- <■ »• ' r- , j . • \ . * - ..v> * .» .

< ' Although I have had no mining experience I have always had a
g^eat, interest in the ihdufetry. Furthermore, prbblems arising in
ngnsio ri + I n v> * v •: • » v.''., s

vi
connection
with the fi-

n'ja n c i n g of
mining prop-

eijties are of'
great; interest*
tq the Com¬
mission. . We

recognize the
importance of

mining to the ■

nation's econ-„

ofny and se¬

curity.'*-
We mem¬

bers* of the
Commission . :

h!a V e been £• M. Hanrahan

eager to learn,
through direct contact, the point
of view of representatives of vari¬
ous industries which must, from
time to time, obtain public fi¬
nancing; ' We- know that each in¬
dustry has its special problems in
connection with, financing. In¬
formal" meetings and discussions
of' this kind give us an opportu¬
nity'to think " together, - and to
consider some aspects of these
problems.
" 'You know the Congress has de-

- '(*An address by Commissioner
Honrahan

, before the Colorado
Mining Association, Denver, Colo.,
Feb. 7, 1947.

clared that securities transactions
have to be regulated to protect
ou|r national economy and to in¬
sure the maintenance of fair and
honest markets in securities. No
one interested, in the public wel¬
fare, the securities industry, or
any other industry which depends
upon the public offering of securi¬
ties for any part of its finances,
any longer questions the funda¬
mental correctness of this position.
The Securities Act of 1933 is

intended to provide full and fair

disclosure of the character of se¬
curities sold in-interstate com¬

merce and through the mails, and
to; prevent frauds, in their sale.
Manipulation and dishonesty
thrive upon mystery, misrepre¬
sentation and- concealment* The
Act was intended to prevent these;
Disclosure is -obtained through
filing with the Commission regis¬
tration statements which contain

information necessary to arrive at
an informed judgment whether to

buy the securities. - The Act re*

quires the delivery of a prospectus

to, investors to whom the securi¬
ties ar^pffere^ or sold, and, this
prospectus must contain in< sum¬

marized form the important in-
; '(Continued on page 884) '/.
I1 'I*' rfV ■ "■ .1 »ni Ml '• M • n ■ ."'■■f nr. .11 *+* ii'l .il'Mil Ifl ■)!■,. I

Co., predicted the probable in¬
crease in costs would result in
lowered net profits for 1947.

« * ❖ 9

Armour & Co. took another
step toward resumption Of pay¬
ments on common stock and

toward completion of its refi¬
nancing; plan when directors
declared a dividend of $10 a
share on the 6% cumulative
convertible preferred, to be ap¬

plied to arrearages.

The Northern Trust Co. said re¬

tailers were becoming increasing¬

ly cautious in their efforts to
avoid what might prove to be a

topheavy accumulation of inven¬
tories.

:}s * *

The Public Service Co. , of
Northern Illinois has virtually
completed a farm electrification
program started 20 years ago and
has addeft more than 1,000 miles
of rural power lines since the end
of the war. Britton I. Budd, Pres¬
ident, said 98% of farms in the
utility's area now have electricity.

With H. C. Hopkins & Go.
(Special to Ths Financial Chroniclk)

CLEVELAND, OHIO .4-Chester
W. Willett has become associated
with H. C. Hopkins & Co., Union
Commerce Building. '<

INDUSTRIAL BROWNHOIST ;
CHICAGO NORTH SHORE & MILWAUKEE
CHICAGO SOUTH SHORE & SOUTH BEND

*CENTRAL & SOUTH WEST CORP. COMMON

*Prospectus available upon request.

DOYLE, O'CONNOR & CO.
' INCORPORATED •, • •

135 SOUTH LA SALLE STREET
CHICAGO 3, ILLINOIS

Telephone: Dearborn 6161 Teletype: CG 1200

Nekoosa-Edwards Papei Co.
COMMON STOCK

i : : - •.. -S.:: :i * f '.' ^ ■

Bought Sold Quoted

Memoers Chicago Stock Exchange /

225 EAST:MASON ST;MILWAUKEE (2)
PHONES—'Daly 5392 Chicago: State 0933 Teletype Ml 48S

f »'-:i '?■>'-j • |s.' '•/;:vcC.r 1 V

Active Trading Markets in

R. Hoe & Co.. Inc.
'■■ifi. nt ' s - m

Class 'A. andStocfct;
■ •• ;v • .-A -J

The oldest manufacturer or news- ? ■

paper and magazine printing presses \ .
'hLthtf Country,:; NoV hooked to
pacity for more than two years and
'turning out presses in record volume, -t

j Circular on Request f
•' -

: <: A'*.

ADAMS & CO.
' £31 $o0th ta balls; street
i ; v : chicago 4,^ illinois J
teletype co 361 phone state 0101

Am

:«

i Aeronca Aircraft Corp.
Baltimore Transit Co. Pfd.

Burgess Battery Co. Com.
Chgo. Auro. & Elgin Ry. Units

Decker Mfg. Co. Come I
Howard Industries, Inc.

*Hydraulic Press Mfg. Co. -

did: Ben Coal Corporation
*Long-Bell LumberCcmpany
•Miller Manufacturing Co.
Oil Exploration^ Co. Com. a
Trailmobile Company . f

*Detailed analysis available on request

i •■ *-■ r .. ' .• AAhA ,k

COMSTOOK & CO.
| '■CHICAGO 4a;»
231 So. La Salle St. Dettrbora ISO!

, . . , Teletype CG 9SS

;

Serving Investment Dealers
We specialize exclusively in under¬
writing and distribution of securities,
providing investment dealers with at¬

tractive issues for their clients. Main¬

taining no retail department" ofvour
oWrt, we compete In no way1 With
dealers, but serve them exclusively.
Correspondence invited.

FLOYD D. CEltF CO.
120 ^outh La Salle jStreet

Chicago '

:
-1. Bought—Sold—Quoted
*Booth Fisheries Corp. r

Common AAA'

*Seismograph Service Corp.
Common f

General Bottlers
i ' Am Common ' -i

♦Prospectus on Request

E. H. Rollins & Sons .

i I • ;•> i Incorporated. •••,:• ".*
i 135 South La Salle Street

CHICAGO 3 /
CO 530 ; * Central 7540

'
Direct wires to our offices in4 ;

! principal financial centers

Greiss Fleger Com.

Nu Enamel Com.

Industrial Brownhoist
. ,,r Common ' • . :

- Hearst Class A

Long Bell Lumber Co.
Common v

STRAUS & BLOSSER
'

Members New York Stock Exchange
Members Chicago Stock Exchange
Associate'SMnbe* New York C»rlr v
i 135 South La Salle St., Chicago S, UI.
Tef. ANDover 5706 - " Tele. CO 650-P51
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Thiirsday, February 13,1947

, A trader with 43 years* experience buying and selling real estate
and real estate securities believes a cpuntryVwide real estate boom-is
in the making. He says he has been through three booms already
end thinks he can detect certain sure; signs^inting inevitably^n^bedirection of another such expansion. '.

The signal wMch will touch off thespurt in the new Construction
which, by the way, he sees as not^ —

too far off will come, he believes, could not have been — immune
when the OPA removes ceilings
on new dwellings. The far-sighted,
in fact, are already purchasing
Sites Which they believe; will be
desirable for new homes or apart¬
ment houses. Like .many other
Wall Street observers today, this
observer subscribes wholehearted¬
ly to the belief that rent ceilings
will be lifted ^gradually, pretty
|much fe the*progressivefashion
described -in-these columns last
week, and that the ceilings will be
Ufted off riew construction, at a
rather early date.
Two steps have" been taken in

this progression already, he points'

ou£ both of; them effective this
coming Saturday. These steps are
(1) the removal of ceilings from
hotel transient rooms and (2) the
granting of relief to landlords who
can prove economic hardship un¬
der existing controls, although
there is really nothing new in this
second step. Landlords have al-

fways been able to petition for rent
^adjustments in hardship cases but,
the thinks, the new rule may have
| the salutary effect of speeding up
^action on petitions for relief, that
is, cutting down the waiting-pe¬
riod for a decision from the six
months which has been customary
to something like six days or so.
The general public, he feels,

traditionally unfriendly if not ac¬
tually hostile to landlords as a
class, may look upon landlords'
Claims to economic hardship with
^unbelieving and suspicious eyes.
-Reasonable people, however, will
i*have to admit that costs have gone

|up all around and that landlords,
Consequently,.»have not been—
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from these increases. Men who
own their own homes and who
have therefore had to buy coal,
make repairs of all sorts, and pay
taxes, he feels, will realize at once
that there could be something to
the claims of some landlords that
they have had to carry some prop¬
erties at a loss in recent years.
Not so long back, just before the
war, in fact, many landlords cut
rents below what was! considered
reasonable, even for the period,
just to keep their buildings com¬

pletely occupied, that is, to get
such revenues as they could. Not
long after they did this, the OPA
froze these rents at their sub¬
standard levels and soon these
landlords found themselves caught
in a vicious squeeze between low
revenues and increasing costs.
Ceilings will be lifted and prob¬

ably sooner than many people
think, he believes. Now that the
lid is off some ceilings, it will
probably be easier for the other
ceilings to;come up a bit. In fact,
our informant contends, a general
8. to 10% lifting of rent ceilings
ban be expected before this com¬

ing summer. In the first place, he
is ? convinced, society can no
longer deny the price relief to
the landlords which has been
granted to other sections of the
business community. The ceilings
will undoubtedly be taken Com¬
pletely off new dwelling^ j»-^ery
soon or should be, because that is
Jhe only way the housing shortage
is ever going to be relieved. The
only explanation, he believes, that
can be given for the failure of the
real estate industry, in all.of its
phases, to indicate to interested
parties the inevitable connection
hat exists between adequate eco¬
nomic incentive, on the one hand,
and new building, on the other, is
hat the industry is cursed, as it
were, with certain fundamental
weaknesses itself.
Landlords are prone to look

upon their particular properties,
tie points out, as the very center
of the universe. If there were
more landlords with the vision
hat perspective could give them,
it might be easier now for CIO
and veteran spokesmen on the
question of rents and the housing
shortage to see where their true
interests lay, he feels. It is this
same lack of comprehension of the
nature of the economic forces at
work in the real estate field that
will lead to excesses in building
construction later so that there
will be a flood of new homes at a
Jme when they are no longer
needed, he thinks, too.
]Realistic thinking on real estate

questions; i&notan easy exercise,
it! is pointed out. However, if one
is ltp avoi(t just* kidding himself,
hei should take all factors into
considerations Everyone just

e|>piut everyone, that is—thinks
thet the >is -an; authority ^m'real
ertate matters;- that he knows'all

Central*440?*

there is to know about the subject,
he feels. I Tenaints usually Jose
sight of the:fact that; in the''final
analysis, it is they who determine
what rent will be paid on some
property. A landlord can exert an
influence on rent, he declares, but
often it is in the direction rof ref
ducing rents, to get.the tenants of
someone else's property, especially
when, in a declining market, he
has been: able to erect , a new

building at less cost than someone
else who erected his building in a
rising market, that is, in a period
of higher and increasing costs.

G. V. Scanlon to Discuss

Adequate Insurance
Coverage Before NAGA

(Brooklyn Chapter)
The Brooklyn Chapter of the

National Association of Cost Ac¬
countants will conduct its techni¬
cal session of the month at the
Park-Vanderbilt Restaurant, Park
Place and Vanderbilt Avenue,
Brooklyn, on Wednesday evening,
Feb. 19, at 8 p.m.
Mr. Charles V. Scanlon, an In¬

surance Consultant, .. associated
with the firm of Benedict & Ben¬

edict, will address the members
on this subject, "Adequate Insur¬
ance Coverage— The Accountant
Assists Management."
Mr. Scanlon has spoken before

many NACA and other audiences
on this subject and his current
discourse will cover savings in
premiums due to comprehensive
coverage contracts, broadening of
contracts, loopholes missed by the
untrained eye, stability of insur¬
ance companies and how to judge
that stability as well as suggested
methods for securing maximum
coverage at minimum cost.

M. Ibers and F. A. Pakas
With T. J. Feihleman Go.
T. J. Feibleman & Company,

members of the New Orleans
Stock Exchange, announce that
Max C. Ibers, Jr. and Frederic A.
Pakas are now associated with the
firm. Mr. Ibers will be in the
firm's NeW Orleans office, Rich^
ards Arcade Building, while Mr.1
Pakas Will be at'the New York
office at 41 Broad Street.
Mr. Ibers was formerly with

Weil & Co. of New Orleans and
prior thereto served as manager
of the trading department for
Oscar F. Kraft & Co. in Los An¬

geles. He was also trading man¬

ager for Pledger & Co., was with
Fairman & Co. and in the past
was a principal of Quincy Cass &
Co.

Mr. Pakas previously was man¬

ager of the trading department of
Alison & Co., Detroit, and prior
to serving in the Army for 37
months was proprietor of Pakas &
Co. with offices in New York and

Jersey City.

Herrick Waddell Adds
(Special to The Financial Chronicle) v

KANSAS CITY, MO.—Fred W.
Jens has become connected with

Herrickj Waddell & Co., 1012 Bal¬
timore Avenue.

OFFERINGS WANTED
Broadmoor 4s 1956 WS * /

Broadway-Trinity PI.-4%s 1963 WS
Broddway & 41st St. 4^s 1954
Brooklyn Fox 3s 1957 WS -

Gov. Clinton 2s 1952 WS
Grant Bldg. 2,/£s 1957 WS
Hotel St. George 4s 1950 i

Lincoln Bldg. 5% s 1963 WS
National Hotel Cuba 6s 1960 WS

New York Towers 3s 1960 WS
Savoy Plaza 3s 1956 WS '• I ,

Sherneth Corp. 5%s 1956 WS
Westinghouse Bldg. Part. Ctfs. CBI
Windermere-92nd St. 3s 1946
51 East 42nd St. 3s 1956 WS
61 Broadway Corp. Stock
79 Realty 5s 1949 WS
500 Fifth Ave. 4s 1961 WS
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870 7th Ave. Vzs 1957 WS

; - Amott,Baker & Co.
Incorporated-

Broadway - • New:York»7»:
f1488B■ TeletypeFrYT—588^ ■

Restnctions on Right to Strike
:j f • V- By LEE PRESSMAN*;."^:;

.

General Counsel Congreiss of Industrial Organization^ ,

1 Upholding right to^'.strike a« constitutional privilege, €10 attorney
: ! attacks bills rei^tly jmtr^ ^ongresi violating basic

| principles, while shrouded in general slogans which give hypocriti-
*4 cat lip service to these lame principles; Holds>resfrictibn of ngbt

! to strike is part of general drive against labor in aid of indus-
'

trial monopoly^
; The right of American working men and women to go on strike ia

being subjected today to treatment and discussion characterized by
gross hypoc¬
risy. Like so 4
many rights'-
which under-

ly our demo¬
cratic institu¬

tions it finds •

few orators 4
and editorial
writers who J
are not will¬

ing to pay it
lip service. ;

Like so many
rights funda¬
mental to our

American
democratic in¬
stitutions it

finds, however, very few among
those orators and editorial writers
who do not at the same time pro¬
pose to destroy it.
It has become the accepted rou¬

tine in every legislative measure
directed against labor to incorpo¬
rate somewhere a pious declara¬
tion denying any intent to abridge
the right to strike or, more usu¬

ally, denying any desire to inter¬
fere with the free right of work¬
ers to refuse their services to
their employer. The routine

Lee Pressman

in-

*A speech by Mr. Pressman be¬
fore National Lawyers Guild Con¬
ference on Labor Relations, Wash¬
ington, D. C., Feb. 8, 1947.

sert^on of thes^pious prot^sts haa
reached the point: wjiere) the In¬
clusion of such u provision is al¬
most a sure clue to the probability
that the rest of the "bill involves
a?,studied / and4exten^ivb^ticmpt
to outlawAny effective strike ac¬
tion or to deny any effective exer-
cise by workers, of their right to
refuse their services. 4

; Before turning to the "specific
bills which pose the issue today
it should be helpful to re-examine
a few fundamental; thoughts; As
the; text |or bur:discu6sioii of to¬
day I should like to recall to your
mind the language of the United
States District Court in Chicago
in its recent decision declaring
invalid the Lea Act. You may per¬
haps remember that the court
there said:

"Under the Thirteenth
Amendment the right of any
worker to leave his employment
;at will, or for no reason at all,
is protected and that right is

• inviolate. The freedom to quit
4 and refuse to undertake work
may as .readily be exercised
through a group organization as

individually."

, The Thirteenth Amendment to
the United States Constitution
outlawed involuntary . servitude.

(Continued on page 893
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By KEEN JOHNSON*
Under Secretary of Labor

plkfe structure based on mass production. Holds we can look for
both lower prices and higher incomes and says genuine collective
bargaining can and should play important part in this attainment.
Contends no major depression has ever been due to wage and sal¬aried workers receiving too large a share of national income, butcautions both labor and management must exercise restraint.
Recently I took part in a panel discussion which had as its sub¬ject Boom or Bust. Certainly that title is provocative enough, forit raises, not<S>

a 64-dollar side of the economic ledger," he
question, but

v- a 64-billion-
*4 dollar ques-
: t i o n. Never-

'

theles s, I
think that

f phrase is mis-
:;: ,J e a d ing be-
C cause it over-
4 looks a third
c alternative —

. the .choice be-
"

tween ^boom
, and bust" on

the one hand,
and sustained,
well-balanced

prosperity on the other. ^ •
There are pessimists who say

that the latter choice is rio longer
open to us^ that wb Sfe already
in the grip of a boom which can

only end in the inevitable bust.
Such economic fatalism need not
prevail just because it has here¬
tofore. 'V :

i I President Truman, in his Eco¬
nomic Report to., the Congress,
Analyzed our present situation
very clearly and indicated what
needs to be done: "On the plus

Keen Johnson

said, "we possess a ! fabulous
wealth - of resources. . . . The
spending power of consumers, as
a whole, is ;much higher than it
ever was before the war; Con¬
sumer desires are fortified by a
backlog, of unsatisfied wants. . ; .

There ; are * lorig-defefred and
heeded public works, Federal,
State and local. There is a strong,
airid sustained /foreign >demand."
j Discussing danger -spots in the
economic picture, ; the President
pbinted out: '

51 f'Chief among the unfavorable
factors is the marked decline in
real purchasing power....results
ing from the large price , in¬
creases in the second half of last
year.. . . If price and wage ad¬
justments are not made—and
made soon enough—there is dan¬
ger that consumer buying power
will falter . . . production will
drop, and unemployment will
grow..... ." v 4 •

I do not have to tell this audi¬
ence that the question of pur¬
chasing power—real purchasing
power to take goods off dealer's
shelves—is probably the :most im-
pertant, in the .economy. Youv 4^An address byMr*Jfohitsofi At4khow^ far^b6^f::than I do, that

i the opening of the Lane .Brvant dollars in: thiP h^iio>vrifA'e::ntifcA
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The Imbalance Between

Wages, Prices and Profits
:
By RICHARD V. GILBERT*

Formerly Economist, Office of Price Administration

Sx-OPA official, maintaining profits have increased more rapidly
than wages and prices, asserts this condition, unless remedied, will
lead to business depression. Holds consumption in current year
will decline 10%, while production will increase in same ratio,
thus leading to overstocking of markets. Contends higher wages
are essential to maintain purchasing power, and attacks NAM
policy to reduce prices rather than raise wages as aimed at impair¬
ing independence of workers. Recommends 15% wage boost.
I propose to discuss with you the most important economic ques¬

tion that faces the country today—the imbalance of wages on the
.. V ' & t ^ A one hand and $

do not produce goods unless they
can sell them, and they cannot sell
them unless people have enough
money to pay for them. When the
wages being paid out by business
fall too far short of what is re¬

quired to buy what we are pro¬
ducing, the result before very long
is a depression. In a word, when
the relation of wages, prices and
profits, that is, the distribution of
purchasing power is healthy, we
have prosperity. And when that
relation gets distorted and labor
gets too little and management too
much, we get depression.
Never before to my knowledge

have wages on the one hand and
prices and profits on the other
been more out of balance than

they are at this time. It is this
imbalance that lies behind the al¬
most universal fear that a business
recession will strike this country
sometime in the year 1947. That
fear, I regret to say, is well-
founded. Every time such a con¬
dition has developed in the past
it has invariably led to a business
smash-up.

prices and
profits on the
other. This
question is of
crucial impor¬
tance to all of

'

us for two
reasons. First,
it is important

5 because wages
are what most
of us live on.

And when

prices go up
as they have
during the
past six
months and

wages remain approximately the
same, that means less food on the
table and less clothing for most
of us. The second reason is even

more important. What happens to
wages and prices and profits de¬
termines whether we have full
production with jobs for all and
general prosperity, or whether the
wheels I of industry slow down,
men are thrown out of work and
we got into a depression.

<- For in our system businessmen

Richard V. Gilbert

; *Address by Mr. Gilbert before
the National Lawyers Guild,
Washington, D. C., Feb. 7, 1947.

Too Much Going to Profits
The major part of our trouble

stems from the crippling of the
(Continued on page 905)

•,r

By HON. JOSEPH C. O'MAHONEY*

U. S. Senator from Wyoming

Pointing to recent trend toward power concentration in Federal
Government, Sen. O'Mahoney compares i| withgrowthofpower
of great Corporations and labor unions. Holds trends point to drift
toward collectivism and cites example of Great Britain. Points
out U. S. is only nation still adhering to capitalistic system, and
sees no solution of problem of power centralization until a formula
is found by which great corporations, labor unions and other groups
might live together for benefit of all. Says it would be as futile
to destroy labor unions as to destroy great corporations.
The Eightieth Congress is not yet one month old but there have

already been introduced in the two Houses 30 bills increasing the
powers of the

Government
at Washing¬
ton. These
measureshave
been spon¬
sored bymem¬
bers of both
political. par¬
ties, and are |
defended by.,"'
their authors .

as; absolutely
essential in f
the public in- |
terest. f £ C <■>' -• ■

One of these
bill s, " intro¬
duced by a £.y: ■?.} i
Republican Representative, would
establish the Office of Power Ad¬
ministration. Another introduced
by a Democratic Representative,
would establish a Water Polutiqn
Advisory^ Board in. the Federal
Public Health Service. A Repub¬
lican United States Senator in¬
troduced a bill to create a new

Sen. J. C. O'Mahoney

*An address by Sen. O'Mahoney
before the New York State Bar

Association; NfewYork City, Jam

More Long-Term Treasury Bonds Favored
t * M. s . w, „?••• - 'V* J* , - « ■ JBankers Trust Co. of New York, in review of money market and
government securities, points out benefit of Treasury's debt redemp¬
tion program in 1946 will be nullified unless policy of reissuing "
maturing short-term certificates is changed to one of redeeming
maturities by selling long-term bonds to public."
In its annual review of government securities and the money

market, the Bond Department of Bankers Trust Co. points out that
the large-scale retirement of Gov-$>

department of peace. A Demo¬
cratic Senator introduced a bill to
establish a Federal transportation
authority as an independent
agency.

Some of these bills deal with
matters that are clearly national
in scope. Others deal with mat¬
ters that are purely local. All of
them, if enacted, would make big
government bigger. This is tak¬
ing place within three months; of
a national election at which t'

pedple of the country, in urimii
takable terms, let it be known, that
they want not more government,
but less.

; What then is; the explanation pf
this steady drift toward central
government, and what are we goJ
ing to do about it?; These ques¬
tions must be answered, by the
people of the United States if we
are to preserve that system which
we so automatically call, the
American way of life. The Ameri*
ican lawyer, with a great tradir
tion of public service behind him,
has an opportunity now to do for
the people *of the United* States
and the world what was done for

(Continued on page 897) * M

ernment securities was the prin¬
cipal influence on money and
banking conditions in 1946.
As a result of the Treasury's

debt retirement program, accord¬
ing to the study, there has been a
net shrinkage of $15.6 billion in
bank holdings of Government se¬

curities; Government d e p o sits
have been reduced from $24.6 bil¬
lion to $2.7 billion and the steady
downward trend of interest rates
in the early part of the year was
halted.

„ Problems raised a year ago by
the frozen structure of interest
rates and debt monetization were

postponed, temporarily at least,
the report points out, by the 1946
debt retirement program, but
since that program has now been
completed the question arises
whether these problems will re¬

appear.

Excessive Short-Term Debt

In a discussion of debt manage¬
ment the study calls attention to
the fact that over half of the $177
billion of marketable Government
securities outstanding are due or
callable within five years, includ¬
ing about two-thirds of the
amount held by the commercial
banks.

"Even if a Treasury cash sur¬

plus of several billion dollars
should accumulate each year," the
writers state, "it will be possible
to pay off only a small portion ol
the marketable debt maturing or
callable in 1947 and later years;
the remainder will have to be ex¬

changed for other Treasury secur¬
ities.

"If the Treasury continues its
present practice of converting in¬
to certificates all maturing of
callable issues not redeemed in
cash, the reduction of the short-
term debt achieved in 1946 will
be undone within a relatively
short time. Treasury notes will
disappear from the debt and the
supply of bank-eligible bonds will
constantly dwindle until 1952,
when issues now restricted will
begin to become available." . ,1?.

Under such conditions, the study
adds, commercial banks would be
strongly tempted to reach out for
higher yields and to dispose of
their excessive short-term hold¬

ings to the Federal Reserve banks
particularly if the latter continue
to support short-term rates at
present levels. This, together with
the growing dearth of bank eli¬
gible Treasury Bonds,might lead tc
strong downward pressure on the
yields not only of such eligible
issues, but eventually of all inter¬
mediate and long-term issues.
Further reductions of bank-held

Government debt and a check

against possible unhealthy expan¬
sion in private credit could be
achieved, the report states, if debt
redemptions out of cash surplus
are supplemented by a policy of
offering long-term bonds to the
public and .reducing the short-
term debt, especially that held by
the banks. The resulting contrac¬
tion in the Government portfolios
of bank and private deposits
would serve to offset and. might
even *exceed ; the < expansion of
credit from, theorise in.bank loans
and other investments. ~ "

What approach the Treasury
may be expected to take to the
problems of debt;; management
over the next several years will
depend to some extent upon the
condition of business and the eco¬

nomic environment in which the

Treasury's policies are carried out.
If inflationary forces predominate,
the Treasury can offset the effects
on the money supply by reducing

the bank-held debt and distribut¬
ing a greater share to the public.
Under conditions of deflation, on
the other hand, the money supply
in the hands of the public can be
expanded and funds released for

consumption or private invest¬
ment by checking or eliminating
sales of Government securities to
the public and permitting com¬
mercial bank holdings to increase.

No Change Likely on Long-Term
Yields in 1947

Long-term bond yields are. not
likely to change very much during
1947, according to the Bankers
Trust economists, although they
may be subjected to some down¬
ward pressure if short-term rates
remain frozen and the Treasury
continues to' refund all unre¬

deemed maturing obligations into
certificates. On the other hand, if
short-term rates are unfrozen
there may be some firming of in¬
termediate and long-term yields
but the maintenance of the 2Vfe%
rate should not be very difficult.
If there is a general decline in

voir

commodity prices, some business
recession, and a slackening in the
demand for loans in 1947, there
might be some easing of credit
conditions. Such a development,
would afford an excellent oppor¬
tunity to unfreeze short-term rateg
with a minimum of market dis
turbance. "''ft'-
"During 1947, neither the

ume of demand deposits nor ne i
operating earnings of commercia
banks are expected to show much
change from the previous year,"
the writers conclude. "Although
there are a number of uncertain¬
ties in the business picture, there
are many elements of underlying
strength In the economy which
encourage the hope that any near-
term adjustment in business will
be in the nature of a mild reces¬

sion, mostly in non-durable goods,
and not a severe or prolonged de¬
pression. '

C. G. McDonald Adds
Bolhover and Conway

(Special to The • Financial Chronicle) ,,

DETROIT, MICH.—Max E. Bol¬
hover and James E. Conway have
become associated with C. G. Mc¬

Donald & Co., Guardian Building,
members of the Detroit Stock Ex¬

change. Mr. Bolhover-was for¬

merly with A. M. Kidder & CoJsh-
■ • " ■ ''Ml

*mpm» ,

TFhOSE who are waiting for
new telephone service can" be
assured that we are doing our

|esit to get it to them
We're adding telephones at

the rate of 300,000 a month.
That's good. But the job isn't
done until we've furnished ser¬

vice to every one who wants it
and there isn't a 'Single person

on the waiting

Gettingmaterials and switch-
hoards and erecting new build¬
ings are our toughest jobs.
It takes more than money

and know-how. It takes de¬

termination. You have to de¬

cide you're going to do it and
then get it done somehow.
We're doing it that way.

BELL TELEPHONE
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Bank ajidljism
By E. A. VAN DEUSENi

This Week—Insurance Stocks

Annual reports to stockholders are beginning to appear. This
week we have the 128th annual statement of the Aetna Insurance

Group of Hartford, Conn. Aetna Insurance Co., the parent company,
was founded in 1819 and is one of the oldest stock company in the
country, and has paid dividends without interruption since 1873. Com¬
panies comprising the group in addition to the parent company are:
World Fire and Marine Ins. Co., Century Indemnity Co., Piedmont
Fire Ins. Co., Standard Ins. Co. of New York, and Standard Surety &
Casualty Co. of New York.

. ; ,

Total premiums written in 1946 by all companies in the group
were greater than in 1945 by .31.6%, The fire group gained>32.1%,
and the casualty group, 29.7%.'; The greatest percent gain was made
by Standard of NewYork, with e preniiuni volume
parision of 57.4%,

The following table shows the figures for each company:

It is also of interest that reported loss ratios in 1946 for the fire
group were lower than in 1945; despite the exceptionally high fire
losses last year, while expense ratios differed only fractionally.- The
casualty companies, however, experienced higher loss ratios in 19f6
compared with 1945, but fractionally lower expense ratios. The com¬

parisons are as follows:-^ 1 . - , ;

Fire Grou

Casualty Group

Incurred toss Ratio
1945 ' 1946

-51.5% 43.4%
44.6 50.2
50.0 44.9

Expense Ratio
1945 1946

41.9% 41.7%
49.1 48.4

43.6 43;2

Combined Ratjo
1945 ' 1946
93.5% / 85.1%
93.7: 98.6:
93.6 " 88.1'

ID —

Group
Total

*'

V , !

These • operating ratios indicate that Aetna's underwriting ex¬

perience was more favorable in 1946 than in 1945, and this fact shows
up in the earnings figures as reported to stockholders. Comparisons
for the two years are as follows: ■ • ., !

1945 1946

Statutory Underwriting. Loss,,
Premium Reserves Equity
Net Adjusted Underwriting Gain _

Per share _ j,, ;
Investment Income 1
Per share " :

Taxes

Per share i

Total net operating profits per share

Liquidating value per share - :

142,532
$0.19

1,830,627

$2.44

69,757

$0.09

$2.54

$66.00

-3,342,460
1,324,249

. $1.89

1,727,886
'

$2.30

70,171

$0.10

$4.09

$65.25

The above figures; are for Aetna alone, and do not include the

earnings of the company's wholly owned subsidiaries. In 1945 con¬

solidated earnings were approximately 33% greater than parent earn¬
ings, and consolidated liquidating value, 21.5% greater.

£ Percentage Breakdowns oh

Gov't Bond Portfolios
and

Sources of Income

S 19 New York City
Bank Stocks1946
Available on Request

Laird, Bissell & Meeds
Members New York Stock Exchange

180 BROADWAY, NEW YORK 5, N, Y,
Tel.: BA 7-3500 Bell Tele.—NY 1-1248-49
(L, A. Gibbs, Manager Trading Department)

Established 1856

H. Hentz & Co,
Members

New York Stock Exchange: |
New York Curb

_ Exchange
New York Cotton Exchange
Commodity Exchange, Inc.
Chicago Board of Trade

New Orleans Cotton Exchange
And other Exchanges

N. Y. Cotton Exchange Bldg.
NEW YORK 4, N. Y.

CHICAGO DETROIT PITTSBURGH
•GENEVA, SWITZERLAND

ACTIVE MARKETS
Ilomc Croup Issues

American Insurance Co.
Great American Insurance

Co.

Bank of America

Security-First National
'

■

Bank

Firemen's Insurance Co.
Hanover Fire InsuranceCo.
North River Insurance Co.

BUIlfiHUff 8 GO.
210„Wm-mMtif;.STREET

10S ANGELEI 14, CALIFORNIA
telephone trinity 7j7i

teletype: la 27», la 280

tict aili CoHHictlHf *~1 i'itt) It
boston « new york • philadelphia • detroit

chicago • st. louis
Dallas • san prancisco • t Seattle

Benj. van Keegan Gov.
Of N. Y. Curb Exch.
'«»• rfi'«>.•«.. , .Hi.* '(.A-ul".)* -'YA »a'tV » VMW.V'

Benjamin van Keegan, Frank
C. Masterson &/Co., < 64 -Wall
Street, New York City, members

Name PremiumsWritten 1946 Increase Over 1945

Aetna Insurance Co.
World Fire & Marine
Piedmont Fire ___ '

Standard Inc. Co. of N. Y

46,366,276
4,054,768
3,823,089
7,349,826

9,914,203 .

1,153,730
1,224,258
2,680,286

70

27-2
39-8,
47.1
57.4

Total, Fire Group
Century Indemnity
Standard Surety & Casual of N. Y

61,593,959
11,913,115
5,533,303

14,972,477
12,538,614
1,452,728

32.1
27.1

35.6

Total, Casualty Group 17,446,418 3,991,342 29.7

Total All Companies 79,040,377 18,963,819 3t6
1

,

.fa , Benj, van Keegan

of the New York Curb Exchange,
has been elected a Class B Gov*
ernor of the Curb Exchange. Mr.
Van Keegan is active in the Se¬
curity Traders Association of Nevy
York.

First Boston Offers
Pfd. & Com. Stocks of
Northwestern P. S. Co.
- An underwriting group headed
by The First Boston Corp. offered
to the public on Feb. 11 26,000
shares of Northwestern Public
Service Co. 4V2% cumulative pre¬
ferred stock, $100 par value, apd
410,000 shares, being the entire
outstanding amount pf the com¬
pany's common stock, $3 par
value. The preferred shares wei^e
offered at $107 per share and ac¬
crued dividends and the common

stock at $13.50 per share.
The offering of new 41/2% pre¬

ferred is subject to an exchange
offer, which expires Feb. 17, 1947,
being made to holders of the com¬

pany's outstanding 39,852 shares
Of 7% and 6% cumulative pre¬

ferred, under which they will be
entitled to exchange their shares
for new preferred share-for-share
on a "first cqme first served'*
basis with a cash adjustment of
$3.75 per share in the case of the
7% preferred and $3.45 per share
for the 6%.

Of the 410,000 shares of com¬
mon being offered, 110,000 shares
are being sold by the company
and 300,000 are being sold for the
account of Bear, Stearns & Co. !
Proceeds to be received by the

company from the sale of the pre¬
ferred and the 110,000 shares of
common, together with a cash
contribution to be made by Bear,
Stearns & Co., and. other fun^s,
will be used to redeem the ex¬

changed shares of 7% and 6%
preferred at $110 per share, and
to provide funds required for the
cash adjustments in connection

with the exchange offer.

Upon completion of the finan-;.

cing the company will have out¬

standing, in addition to the com¬

mon and preferred being offered,
$5,275,000 of 3% first mtge. bonds,
due 1973. The new (preferred
shares are redeemable at any time
at $110 per share and accrued

dividends. :

The Critical [Tasks Ahead
By HON. ARTHUR H. VANDENBERG*
v

U. S. Senator from Michigan •
A w ; "• v. -U'V* V- >. • *. i\: VV>vo. V/jl vjf

Maintaining there is no reason why nation should not be on thresh¬
old of great prosperity. Republican party leader asks for peace
..at home and abroad, and urges new non-punitive labor legislation
iv which stilt protects labor's rights and yet lead to greater produc-
•

tivity. Favors flexible profit-sharing, and wants reduced budget.
Asserts no nation can defend peace alone, and though praising

- United Nations, urges standing firm against unilateral disarmament.
In these perilous times which require all the vision and . all the

courage we can muster, we are once more at Gettysburg with Lincoln
V - as he pleads^ ————*

that govern- the restoration of those stabilities
mentofthe

'•'I people, for the
people and by

I'the people
shall not per7

vish from the
earth. Repub-
Micanlsm
k —now as then

'

— is not an

end within it¬
self. It is the

"J

means to an

end.
The end is

t. h e healthy
preservation

here in the United States of free

institutions, free enterprise and
free men, amid a disorganized and
distraught world not yet re¬
covered from the shock and

wreckage of total war. The end is

A. H. Vandenberg

*An address by Sen. Vanden¬
berg before the Michigan Repub¬
lican Convention, Grand Rapids,
Mich., Feb. 8, 1947.

which shall rekindle the hopes of
all Western democracy every¬
where that here "is the true way
of" life, liberty, happiness and
peace. J i
v The end is the maintenance of

this; bulwark against all the sin¬
ister forces of | subversion, no
matter how, plausible their guise,
which _ thrive V)upon I chaos and
treachery and confusion, and
which threaten not only the free¬
doms but the very souls of men.
The American people have

turned to the Republican party as
the means to these ends. We must
not let them down. The task is

bigger than any party. It is as

big as destiny itself. It forecasts
not only the kind of a country
but also the kind of a world in
which we shall live.

. If weconcentrate upon this task,
we shall find that we have raisfed
standards to which men and

women of all parties will repair.

(Continued on page 896) ~ V

20% Tax Cat as Temporary Expedient Approved
Report of Committee on Postwar Tax Policy, headed by Roswell
Magill, points out further study could then be made in affording
tax relief. Disapproves raising exemption level as causing heavy
loss of revenue. Scores high taxes on corporations as destroying
business incentive.

Ar cut m federal spending and reductions in personal income tax
urates were called for'in a report issued on Feb. 10 by the Committee

oil Postwar^

Roswell Magill

LAMBORN & CO.
99 WALL STREET

NEW YORK 5, N. Y.

SUGAR

Exports—Imports—Futures

. ; • s" ;s • . ,•

DIgby 4-2727

Tax Policy.
The Commit¬
tee stated fur¬
ther that:
"Our analy¬

sis of the fed¬

eral, budget
data indicates
that it would

be possible to
perform the
federal func-
t'i o n s ad e-

quately in the
fiscal year
1948 for be¬
tween $31 and
$32 billion,"

The Committee said that, if the
President's proposed $37.5 billion
budget were cut to $32 billion, it
Would be possible: (1) to give
substantial relief to individual in¬
come taxpayers, (2) to reduce the
present $260 billion U. S. debt by
several billions next year.
The recommendations were con¬

tained in the Committee's second
and final report, a 170-page anal¬
ysis of the federal tax structure,
made public today by Roswell
Magill, former Under Secretary of
the Treasury and professor of'law
at Columbia University, who is
chairman of the group.
The Committee, formed in May

1944, is composed of five leading
fiscal authorities, working under
a special grant from the Maurice
and Laura Falk Foundation. Its
first report, "A Tax Program for
a Solvent Amercia," was issued in
September, 1945.
In the belief that the nation

would largely complete the transi¬
tion from war to peace by mid-
1948, the Committee said:
"For the normal future, we sug¬

gest that there may be a choice, as
a matter of popular will, between
a budget range of $25-30 billion
and a lower range, such as $20-25
billion. We believe that the latter
would be a wiser and safer range.

highest previous level of
peacetime spending by the Federal
government was $8.7 billion in
1940."

Emphasizing the need for early
tax relief, the Committee said: ,;

"Every citizen has a stake in the
welfare of the economy. Regard¬
less of what he does or what his
own income may be, he will be
better off in proportion as there
is vigor and growth throughout
the economic svstem.

"It is not easy to see where ade¬
quate venture capital for the fu¬
ture will come from if present tax
rates are continued. It is not easy
to see how a young man is going
to earn and then save enough
money to acquire a business of his
own^iv^..
The\report cautioned, however,

that: "No matter how viewed, the
budget is the key to tax relief."
The Committee said further that:
(1) There" must be total revenue
sufficient to cover expenditures;
(2) It is especially important :to
reduce the national debt during
periods of prosperity;• and (3)
These two goals can be attained,

(Continued on page 899) '

Australia and New Zealand

BANiToF
NEW SOUTH WALES

(ESTABLISHED 1817)

Paid-Up Capital £8,780,006
Reserve Fund 6,150,000
Reserve Liability of Prop..: 8,780,000

£23,710,000
.

. v . t
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Sept,/ 1945 ~LJ-^r-£223,163,82a
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'"Abstract from an article, "Eco¬
nomic Prospects," by Professor
Robbins, in Lloyds Bank Review,
London, January 1947.

Aftermath of the
American-British Loan

By PROFESSOR LIONEL ROBBINS*

London School of Economics

Eminent British economist asserts Grent Britain's dollars will be
very short owing to (a) commodity price rise; (b) heavy external
commitments particularly, regarding Germany, and (c) exports
against payments in inconvertible currencies, Holds remedy is pot
in economic warfare, particularly against U. S., but in general
clearance for active international trade.

In the autumn of 1945, with the end of the war and the conse¬

quential winding up of lend-lease, economic policy in this country
was" confronted; with two majors-— ———— ;

problems. On the one hand, it had
to find means of financing our

day "to day requirements of food
and "materials. On the other, it
had to redirect internal arrange¬
ments so as to ensure as rapid an

adaptation as possible to the new
tasks of the peace economy, the
restoration*; of consumption and
the "making good of war damage
and war arrears. It is still early
days to judge the ultimate success
of the policies which have been
adopted to meet these problems.
But; it may be useful nevertheless
to take stock a little to see what

progress has been made and what
difficulties lie ahead.

Exports and the Balance of
Payments

So far as the external problem
is concerned, there is at least one
sector on which most gratifying
advances have been made. The
increase in the volume of exports
has greatly surpassed expectations.
Considerable progress has already
been made towards the attainment
of the target of a 75% increase.
Although there are many snags
and obstacles ahead, the continued
increase in recent months 'in the
volurhe of labor employed in the
export industries gives reason to
suppose that,- were there to be a
sufficiency of coal; and raw mate¬
rials— a . critical proviso — good
progress might . continue to be

Foresees Higher Rates for Corporate loans

This is no inconsiderable
achievement. While there may be
reasons for doubting the continu¬
ance of these favorable conditions,
we i should not withhold credit
from those who, despite continu¬
ous popular clamor for a relaxa¬
tion of austerity at home,' have
consistently maintained the diver¬
sion of supplies to export. For
nothing can be more certain than
that, if, within a very short period;
we do not succeed in balancing
our external accounts, we shall be
involved in economic difficulties

perhaps even greater than those
which beset us in the worst period
of the war; and things other than
the standard of life, our military
and diplomatic power in the world
and all that that implies, would
suffer very heavily in the process.

At the same time, while the ex¬
port drive develops, the current
deficiency in the balance of pay¬
ments is covered by the American
and Canadian loans., Much as has
been said against the agreements
which made these possible,. ho
other practical plan, for bridging
the gap has been brought to the
notice of the public: The critics
who urged that, we eouldrmeet the
situation by assistance from else-*
where have failed to reveal the
sources ,they had in mind; and*the
gradual realization of the magni¬
tude of our external disequilib¬
rium has done much to discredit
their point of view..- Meanwhile,
debates in Congress have perhaps
gone some way to dispose of the
view that the bargaining was all

.. (Continued on page 898)

INVESTMENT TRADERS ASSOCIATION OF PHILADELPHIA

The 23rd Annual Mid-Winter Dinner of the Investment Traders
Association of Philadelphia.will be held in the Ball Room of the
Benjamin Franklin Hotel, Friday, Feb. 21, 1947.

Thomas F. O'Rourke William Raffel

• Inasmuch as a peak attendance is expected this year, tables are
being reserved, i The Committee urges both members and guests to
make their reservations early.

Presidents of the various Financial Associations, both local and
out of town, and several members of the Securities Exchange Com¬
mission are expected as guests of the ITA.

The Arrangement Committee members are: Thomas F. O'Rourke,
Stroud & Co., Inc., Chairman; William Raffel, Raffel & Co., Co-Chair¬
man;.Newton H. Parkes, Jr., E. H. Rollins & Sons, Inc. and James B,
McFarland, 3rd, First Boston Corporation, Hotel Reservations; John
F.'Weller, Buckley Brothers, and A1 Fenstermacher, M. M. Freeman
& Co., Tickets; Herbert H. Blizzard, Hess, Blizzard & Co., and Steven
Massey, Battles & Co., Inc., Entertainment.

Dr. Jules I. Bogen points out continued pegged rates on govern- <$-
ment securities does not necessarily mean interest rates on cor¬

porate borrowing will be similarly stabilized.
The post to corporations of borrowing money is likely to rise

over the next few years, even if interest rates on Government securi-
a r e ef- &-

V Actively peg- ernment securities of correspond-
f :j ged'at oresent ine maturities. "Rather. * the Hif-

Dr. Jules I. Bogen

ged'at present
levels, Dr.
Jules I. Bogen,
editor of the
Journal of
Commerce and
Professor o f
Finance of
New York
U n i versity,
told the Con¬
ference on Fi¬
nance of the

American
Manage¬
ment Associa¬
tion at the

Hotel Commodore on February
5th. Dr.' Bogen is Vice-President
of the AMA. .

"The huge size of the public
debt makes it necessary for the
Federal Reserve banks and the

Treasury , to cooperate closely to
support the market for Govern¬
ment " obligations," Dr. Bogen
said. "To prevent a sharp rise in
Treasury interest payments, to
facilitate refunding of maturing
obligations and. to protect insti¬
tutional holders of Government
securities from depreciation of
their holdings, we may expect in¬
terest rates on the national debt
will continue to be pegged at rates
close to those prevailing today,
t. "Pegged interest rates on Gov¬
ernment securities, however, do
not mean that interest rates on

corporate borrowing will be sim¬
ilarly stabilized. Interest rates on

corporate financing do not bear a

fixed relation to yields on Gov-

ing maturities. Rather, the dif
ferential between yields on Gov¬
ernment and on corporate obliga¬
tions varies in response to four
major influences. These are:

"1. The volume of available of¬

ferings of the two classes of obli¬
gations. During the war, Treasury
securities were sold in great pro¬
fusion, . whereas corporate fihanc-
ing was at a low ebb, This caused
the yield spread to narrow to a

marked extent. By contrast, the
next few years could well wit¬
ness some contraction in the vol¬
ume of Treasury securities held
outside Government agencies,
while corporate financing could
expand considerably with a high
level of business activity and a

high price level.
"2. The value that investors

place on a protected market for
Government securities, as against
the relatively free market for cor¬
porate obligations. Institutional
investors will doubtless place a

higher value upon the stabilized
market for Governments in an

era when corporate bond prices
may pursue a declining trend,
which would further widen yield
differentials.

"3. The credit risk, minimized
in an era of large corporate prof¬
its is taken far more seriously
when the profits outlook becomes
clouded. Doubts about future
earnings, as has been seen in the
case of the airline?, makes lend¬
ers' more insistent upon adequate
compensation for assuming credit
risks. ' - vw

, "4. Operating costs of financial
institutions are rising. This puts
pressure upon them to increase
their revenues to offset higher
costs, as is the case with other
businesses. VSince pegged interest
rates on Government securities
prevent them from securing a

higher return on this part of their
portfolio, except through length¬
ening maturities, the pressure will
be so much greater to obtain high¬
er yield from corporate obliga¬
tions. '

"These factors will tend to raise'

the; interest cost: of corporate fi¬
nancing, both short and long
t;erm, over. the next few years,
even if yields on Government se¬
curities; of various; maturities are
hold unchanged through Federal
Reserve and Treasury action.
Should interest rates on Govern¬
ment securities be allowed to rise,
the; increase in corporate interest
rates may be expected to be cor¬
respondingly greater."

Seasongood & Mayer Adds
(Special to The Financial Chronicle) ;

CINCINNATI, OHIO—Herbert
P. Dowling has become affiliated
with Seasongood & Mayer, Ingalls
Building.

With Merrill Lynch Co.
(Special to The Financial Chronicle)
PORTLAND, ORE. — John A.

Leiter has become associated with
Merrill Lynph, Pierce, Fenner &
Beane, Wilcox Building.

t - ' *
. ' _ ,;

■■ii 1
, .

With Scotia Bond Co.
(Special to The Financial Chronicle)

HALIFAX, N. S.; CANADA —

William P. Burgoyne has become
associated with; Scotia Bond
Ltd.; Bank of Nova Scotia Bldg*

This is under no circumstances to he construed as an offering qf these securitiesfor sale} or as an offer to buy, or as a
solicitation ofan offer to buy, any of suchsecurities. The offer is made only by means of the Prospectus; This is

published on behalf of only those of the undersigned who are registered dealers in securities in this State.

February 11, 1947

Northwestern Public Service Company
,i

26,000 Shares 4 Vi%Cumulative Preferred Stock*
Par Value $100 Per Share

*Subject to prior rights of present holders of 7% and 6% preferred stocks
under the Company's Exchange Offer which expires at 3:00 o'clock P'. M.
C. S. T. on February 17, 1947, or upon the acceptance by the Exchange Agent
for exchange of 26,000 shares of such preferred stocks,whichever shall first occur.

Price $107 per share
plus accumulated dividends from December 1,1946

■J

* s

410,000 Shares Common Stock
Par Value $3 Per Share

Price $13.50 per share

Copies of the Prospectus may be obtained from any' of the several underwriters,
including the undersigned, only in States in which such underwriters are.qualified
to act as dealers in securities and in which the Prospectus may legally be distributed.

The First Boston Corporation

Eastman, Dillon & Co.

Kidder, Peabody & Co. Merrill Lynch, Pierce, Fenner & Beane

Hornblower & Weeks Loewi&Co. Piper, Jaffray & Hopwood

Central Republic Company
(Incorporated)

¥■
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Chicago & Eastern Illinois Railroad
Announcement on Feb. 6 that Chicago & Eastern Illinois would

not pay interest due on its income 5s, 1997, resulted in a decline of
these bonds to a price of 35 Vs, a far cry from a price of 88 reached
early last year. It may, therefore, be of interest to review the present
status of Chicago & Eastern Illinois with a view to ascertaining
whether or not present prices are more than discounting the ad¬
verse news.

The company was one of the
first railroads to emerge from re¬

organization under Section 77 of
the Federal Bankruptcy Act. Re¬
organization was drastic, fixed
interest debt being reduced from
$4.2 million to $12.0 million and
including contingent debt to $25.7
million (as of Dec. 31, 1945). Re¬
duction effected in fixed charges
was . even more striking, , from
$2.47 million to $583,000 and in¬
cluding contingent interest, but
excluding capital fund, to $1.27
million.

During the 1930s gross revenues
average about $15 million and
rose during the war period to a

peak of $34.1 million, contracting
in 1946 to $24.6 million. Net avail¬
able for fixed charges during this
period has ranged from a low of
$884,000 in 1938 to $4.04 million
in 1942, averaging a little better
than $3 million during the war

Chicago Railways
Cons. "A" 5s, 1927

V \W} '

Consolidated

Dearborn Corp.

International

Ocean Telephone

Hit Southern

Atlantic Telegraph

Universal Match
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First Mortgage Bond on Main Line

. Properties of Strategic Nature

Priced to yield better than 6%%

Analysis on Request

years, 1941-45 inclusive. Earnings
for 1946 however, suffered a sub¬
stantial decline, a net railway
operating deficit of $197,000 being
shown, although after adjust¬
ments, fixed chargeswere covered.
Working capital has risen only

moderately in recent years, as re¬
cently as 1938 net current assets
amounting to $2.91 million and at
the end of this year, making ad¬
justments for tax .carryback
credits, working capital will be
slightly in excess of $5 million.
Since late 1944, when Holly

Stover became President of the

road, Chicago & Eastern Illinois'
earnings have been distorted by
extraordinary charges incidental
to a rehalibitation program in¬
augurated by the new President.
Among the major improvements
completed have been three new

coaling facilities; a modern power
plant at the Danville shop; re¬
moval of approximately forty
miles of expensively maintained
second main track in southern

Illinois; the substitution of mod¬
ern equipment for outmoded
equipment; installation of 122
miles of centralized traffic con¬

trol on the important single track
main line mileage between Clin¬
ton and Evansville in Indiana; and
lastly disposal of such surplus real
estate as was not required in the
company's operations.
The only remaining major im¬

provements uncompleted are' two
bridges over the Wabash land
White Rivers respectively, which
projects would probably necessi¬
tate an outlay of around $2 mil¬
lion, and additionally an impor¬
tant line change of Evansville em¬

bodying relocation of .the city's
passenger terminal which will

probably cost around $750,000.
Since Mr. Stover has proffered his
resignation effective May 9, 1947,
hese improvements are not likely
o be undertaken this year. In
'act, now that the property has
been thoroughly rehabilitated, the
only other capital expenditures of
any size which we can envisage—
other than those herein outlined—
is the purchase of new power.
Since Chicago & Eastern Illinois
its so dependent upon the haulage
for coal, no managament of this
road is likely to look with favor
upon instaling a substantial
amount of diesel power, other of
course than for its passenger
trains. We would expect, there¬
fore, that any new purchases of
power would await further de¬
velopment of the new gas turbine,
powered with coal, which will
make its appearance experimen¬
tally some time in the spring of
1948.

As already indicated, earnings
in 1946 suffered a drastic decline.
Reasons accounting for this de¬
cline, other than those affecting
most Class I carriers, namely, an

ki*&
GUARANTEED RAILROAD STOCKS-BONDS

*8 Broad Street New York 4, N. Y,
k Telephone BOwllng Green 9-6400

i Teletype NY 1-1063

181/2% hourly wage increase re¬
troactive to Jan. 1 and only a

moderate freight rate increase ef¬
fective for the last six months of
the year, stem from extraordinary
chargeoffs. For the month of De¬
cember alone these charges, which
apparently are non-recurring, to¬
tal $1.15 million. In that month,
as compared with December the
year previous, maintenance ex¬
penditures of Way and Structures
amounted to $633,000 as against
$336,000; road retirements $482,-
000 versus $7,000; maintenance of
equipment $492,000 versus $290,-
000 and all other maintenance of

equipment accounts $413,000 vers¬
us $233,000. These extraordinary
expenditures made it possible for
Chicago & Eastern Illinois to ob¬
tain ■ tax carryback credits from
the Federal Government of $1.76
million, so that net railway oper¬

ating income for tho month was

distorted, amounting to $1.25 mil¬
lion as against $96,000 for De¬
cember, 1946. For the full year
Chicago & Eastern Illinois re^-

ported a net operating deficit of
$197,000 as compared with net
railway operating income of $2.46
million for 1945. During the en¬
tire year 1946 maintenance to
gross revenues amounted to 39.9%,
a substantial increase as compared
with 34.1% shown in the previous
year.

If we assume that there will be
no major distortion of earnings
in 1947, as was the case in 1946,
or no substantial increase in

wages, earnings for this year

might well exceed $2.5 million, of
course giving effect to the in¬
crease in freight rates which went
into effect Jan. 1 of this year.
Should our estimate be realized

these < earnings would not only
permit payment of income bond
interest on April 1, 1948, but a
dividend on the elass A stock of
at least $1 per share. Addition¬
ally, the bond should respond to
speculative developments inciden¬
tal to the possible consummation
of a merger with the Katy and/or
the Chicago Great Western.
' Accordingly, it may well be that
speculative selling has been over¬
done in Chicago & Eastern Illinois
securities and present prices of
both the income bonds at 38, as
well as the class A stock currently
selling at 11 may, in retrospect a

year hence, appear to have been
on the bargain counter.

L. J. Whitney, Jr. Joins
Nat'l Sees. Research
Lewis J. Whitney, Jr. will be

associated with Rufus Lee Carter
in the wholesale distribution of
National Funds sponsored by Na¬
tional Securities & Research Cor

poration, 120 Broadway, New
York City, effective February 15
After three years with the First

Boston Corp., Mr. Whitney joined
Butler-Huff & Co., of Los An¬
geles in 1937 as Vice-Presiden
and Manager of the wholesale de¬
partment. Except for four years
in the Army from which he
emerged Lt. Col. (Infantry), Mr
Whitney has been with Butler
Huff continuously since that time
His activities there included the

wholesaling of Axe-Houghton
Funds and Commonwealth Invest¬
ment Co. in the Pacific Coas
Area.

UNITED PUBLIC UTILITIES CORP.
JVe have prepared a memorandum

which is available on request.

Railroad Passenger Prospects
By GEORGE A. KELLY* ■

Executive Vice-President, The Pullman Company

Calling attention to both optimism and pessimism regarding future
of railroad passenger traffic, Mr. Kelly outlines a proposed test of
its potentialities, and calls for cooperation by the rail companies.
Holds importance of passenger business to carriers has been under¬
estimated and business can* be made profitable if volume is in¬
creased. Cites improvement in passenger facilities and services,
as well as value of railroad advertising campaigns. Points out

superior safety of railroads and holds subsidizing of airlines is
greatest competitive handicap to rails.
There are two schools of thought as to the income possibilities

of railroad passenger traffic. One group, whom we might call opti-
mists, feel^
that there is

/ no ceiling on
the amount of

/ b u s. i n ess
which may be

'

done by an
i n d u st r y
which caters
wholehearted¬

ly to the pro¬

clivity of the
Americanpeo¬
ple to enjoy
themselves
and does not

stint itself in

publicity
while it offers

the excellence of products or
service necessary to make every
customer a booster.
On the other hand, there are

able and studious railroad men

who, taking the figures of the re¬
cent poor showing of passenger
raffic as a contributor to .net in¬
come in the past, in combination
with estimates as to probable fu¬
ture automobile, bus and plane

George A. Kelly

*Notes of Mr. Kelly's which
were used as the basis for his ad¬
dress before the St. Louis Board
of Trade, St. Louis, Mo., Jan.
21,1947. £ r /

travel, arrive at discouraging re¬
sults in red ink as their forecast
of the future effect of passenger
traffic on the railroads. %,.
Nobody can know for certain

whether the optimists or the
pessimists about this business are

right until a thoroughgoing effort
has been made by the railroad in¬
dustry (a) to find out how large
this traffic can be in peacetime
under competitive conditions, if
it is made really attractive in
comfort, convenience and. price,
and (b) to ascertain whether
service can be provided to meet
the requirements of the first ob¬
jective while still leaving a sat¬
isfactory margin of profit above
expenses.

Test to Be Made

Such a test of the potentialities
of railroad passenger traffic is go¬
ing to be made, for the expendi¬
tures already assumed by the rail¬
roads for new equipment commit
them to the experiment.
It is therefore necessary for the

whole industry, equally for the
doubters as for those who are

sanguine, to get behind this effort
so that the results will really be
conclusive, which they cannot be

(Continued on page 908)

Remedies of Banking
By HAROLD L. REED*

Professor of Economics, Cornell University
Prof. Reed lists as defects of banking structure: (1) divided and
overlapping supervision; (2) divided and overlapping authority
tor controlling gener&l credit "/policy $ anid (3) "the* shifting o&
deposits and reserves among banks with dissimilar reserve re¬

quirements. Suggests as banking reforms: (1) a requirement
that all commercial banks/be members of Federal Reserve Sys¬
tem; (2) abandoning of commercial bank chartering by Federal
Government; (3) merger of office of Comptroller of Currency into
Federal Reserve System; and (4) limiting functions of Federal
Deposit Insurance Corporation to insurance only.
It is agreed by all competent observers, that unusually complexproblems will demand the attention of our banking authorities in the

the

tions

1. h. rothchild & CO.
Member of National Association

of Securities Dealers, Inc.

not - distant
future. . T Jhe.,
question,
t h ere fore,!
arises whether/
even the most /
skillful ad-:
ministrat i o h®
can cope with/
such pro b-
lems success-/

u n d er :
limita-,
set by®

our antiquated.
and u n r e-j
formed bank-
i n g system.
The purpose
of this paper is to indicate the na¬

ture of existing defects in the
banking structure and to offer a

few suggestions for improvement.
What the Board of Governors

of the Federal Reserve System
thought of our banking structure
even before the recent war is

comprehensively stated in the
Board's annual report for the
year 1938. This report bristles
with such derogatory expressions

;.r

H. L. Reed

52 wall street

HAnover 2-9072

n. y. c. 5
Tele. NY 1-1293

as the "piecemeal" character of
the development of the "mechan¬
ism of .supervision"; the_ "crazy-
quilt of conflicting powers and
jurisdictions"; "overlapping au¬
thorities"; "gaps in authority"; •
"diffusions of supervisory respon¬
sibility/' But condemnations of
this sort have not been any mo¬
nopoly of the Federal authorities.
Thus, in the- "Report of the New
York Banking: Board" fcir 1936,*
concern is expressed over the pos¬
sibility that the Federal author¬
ities might define trade! areas dif¬
ferently for purposes of extra-
city branch banking than they
were so defined in the Stephens
Act of that State. After pointing
out the strenuous effort that had
been made to secure the "greatest
possible degree of . cooperation
with Federal supervisory author¬
ities," the New York Board con¬
tinued as follows:

"It has been disturbed by cer¬
tain instances which have come to
its attention indicating a lack of
coordination among the various
Federal supervisory agencies and

*A paper by Prof. Reed read
at the meeting of the American
Economic Association, Jan. 24,
1947.

lSee Annual Report of the Superin¬
tendent. of Banks of the State of New
York for 1936, p. 21. ,, .

(Continued on page 906)
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No General Price Decline Probable
(Continued from page 863)

ever, an ecoriomic error. Scarcity
of certain goods doubtless is able
to raise, often very significantly,
the prices of the goods concerned.
Provided the total national out¬
put has not shrunk (this condition
was satisfied in the United States

during the last few years), the
general price level can rise, how¬
ever, only if simultaneously an
expansion occurs in the national
supply of money. For if this does
not happen, the rise in the prices
of certain .goods caused through
their scarcity must reduce the
power of people or of business
enterprises to purchase others of
the goods that are being produced
.find must, therefore, leave avail¬
able insufficient purchasing power
lor absorbing, at the prevailing
prices, the total output of these
other goods. Hence their prices
must in the aggregate decline by
exactly; as much as the prices of
the scarce goods will have risen
and the general price level will
consequently remain what it was.

Since, therefore, the basic cause
for the rise in the general price
level of the country during the
last few years was not the scarcity
existing at that time in the sup¬
ply of many goods but the heavy
expansion which during the war

occurred, largely under the influ¬
ence of the enormous Federal
deficit, in the national supply of
circulating media, it seems cer¬
tain that the present gradual eas¬
ing of the supply and demand sit¬
uation with respect to many goods
cannot constitute a valid argument
for the view that from now on

the, general price level of the
country will remain stable or will
even decline. It is doubtless, true
that the present expansion in the
supply of many goods, and the ac¬

companying shrinkage in the for¬
eign demands for food exports
from from the United States, will
cither stabilize or drive down¬
ward certain prices. On the other
hand, • any price declines thus, to
he caused will obviously enable
people to purchase more of other
goods and seem bound, therefore,
to lead to a rise in the prices of
the latter goods J so that, the gen¬
eral price level must fee expected
to remain wfcat it is or, if on ex-;
eessive volume of money should
he in circulation, ^even to continue
its rise.

ihe Excessiveness of the Present
Monetary Supply

All of this means that, in order
to determine the probable be¬
havior of the general price level
in the country during the next
few months or years, it is neces¬
sary to focus the attention on the
monetary position Of the nation.
There seems to be no doubt pos¬

sible, however, that this position
is such as strongly to suggest a
continued rise in most prices.
Between the end of 1939 and to¬

day the national supply of circu¬
lating media, comprising under
this term both hand-to-hand cur¬

rency and checking deposits, ex¬
panded from about $39 billions to
some $115 billions or by nearly
200%. Since during the same pe¬
riod the general price level of the
country has risen, however/ only
by about 50% while the growth
in the volume of the national pro¬
duction, and thereby presumably
ia the heeds of people or of busi¬
ness enterprises for circulating
media, only was similarly large, it
is obvious that prices as a whole
have not yet fully adjusted them¬
selves to the enormous expansion
in the supply of circulating media
which occurred during the war or,
differently expressed, that a fur¬
ther substantial rise in the gen¬
eral price level must, in principle,
be expected although this devel¬
opment would not preclude, of
course, a decline in the prices of
certain gOods.
What is the reason for the sur¬

prisingly small extent to which
the heavy, increase in the na-

during the war has so far raised
the general price level of the
country? The answer to this ques¬
tion is in some measure supplied
through the system of govern¬
mental price ceiling which was in
effect up to a few months ago. Of
far greater importance for the
subject doubtless is, however, the
fact that a Very large proportion
cf the new money issued during
the war was used only once, or at
most a few times, for making pay¬
ments .and then passed into hoard¬
ing either as hand-to-hand cur¬
rency or as demand deposits
which were being kept idle.
/ .Unfortunately, from the mone¬

tary statistics available; it cannot
be ascertained what part of the
total money outstanding in the
country; is acutally being used for
making' payments and what part
is being held as hoardings. The
author of the present article has
attempted to discharge this task in
his recent book "Prices and Busi¬
ness in 1947."* In that study the
conclusion is reached that at the
end of 1945 out of a total mone¬
tary supply amounting to ap¬
proximately $129 billions only
about $39 billions were actually
being used for making payments
while nearly the total remainder,
or some $86 billions, constituted
idle hoardings. The latter figure
has since then, been reduced,
mainly through the redemption of
Federal debt, to some $72 billions.
It is obvious that these hoard¬

ings, approximately one-third of
which existed already in 1939, al¬
ways constituted, and are still con-
constituting, ineffective purchas¬
ing power* Hence to the extent of
the amounts concerned the in¬
crease in the national supply of
money which occurred during the
war was unable to raise prices.,
On the other hand, the moment

any substantial part of the hoard¬
ings will be released* that portion
of the total monetary, supply
which actually circulates must
become exOOssive, which develop¬
ment, unless counteracted by ap-
propriate action, seems bound to
raise the general price level of
the country.

The Impending Release of the

^ Hoardings ■; '■
The preceding analysis shows

that the behavior of the general
price level in this country dur¬
ing the next few months or years

likely to be decided by theis

answers to the following two
questions: First, to what an ex¬

tent will people, business enter¬
prises, or governmental bodies
use their present monetary hoard¬
ings for purchasing goods and,
secondly, will it be possible for
the monetary authorities somehow
or other to compensate the addi¬
tions to the supply of active
money to result from this release
of the hoardings?
The answer, to the first ques¬

tion. is significantly Influenced, of
course, by the distribution of the
hoardings oyer groups of owners.
According to the calculations of
the author, approximately $47
billions of the funds concerned
are being held by' individual'per¬
sons, including farmers, $20 bil¬
lions by business enterprises, and
$5 billions by governmental bod¬
ies. ' 7 ' ' ' 7„ '.v.:".---,: . - , ;'

The first one of these figures,
in turn, apparently comprises
some $16 billions of hand-to-hand
currency and about $31 billions of
demand deposits. That people
should be permanently willing to
keep idle these enormous amounts
and thereby to forego all current
returns on them seems out of the
question. In fact, the accumulation
of the funds in the form of cur¬
rency bills or of demand deposits
makes sense only if it is assumed
that their owners are eagerly
waiting for the moment when
they can use the money for pur¬

chasing goods.

This moment, as a rule, did not
yet arrive during 1946, mainly be¬
cause at that time the supplies of
durable goods as well as the vol¬
ume of residential construction
were still greatly restricted. Since
both of these factors seem bound,!
however, substantially to expand
from now on, an extensive use of
the hoardings must be expected
for 1947 and 1948. ' . :,f .

It may be asserted that $47 bil¬
lions or so of monetary hoardings
being held by individual persons
constitute far* too large an amount
for being spent within a year or
two. This doubtlesswould be true
if the hoardings were owned by a
comparatively small number of
people, say by two or three mil¬
lion. In this case the average
holdings of each owner would
amount to about $20,000. Since it
seems highly improbable, how¬
ever, that more than a very few
persons should have been willing
to hold idle during an extended
time so large an amount, it must
apparently be assumed that the
number of people owning the
hoardings is much greater. If this
number should amount to 15 mil¬
lion, which seems a reasonable
estimate, the average holdings
would be only about $3,000 while
at the prices now prevailing for
cars, other durable goods, or
homes it can hardly be difficult
to expend such an amount within
a short period.
7 Nor can it at present be diffi¬
cult fori business enterprises and
for governmental bodies to ex¬

pend within a year or two most of
their hoardings, which in the ag¬
gregate amount to some $25 bil¬
lions, the expenditures in ques¬
tion mainly to be made for such
purposes as expanding plant and
equipment, increasing the inven¬
tories, granting credits to cus¬
tomers or, in the case of govern¬
mental bodies, erecting public
structures and rehabilitating the
road system of the country.
Unfortunately, the serious ex¬

cess in the supplies of active
money to be caused through this
impending release of the hoard¬
ings constitutes only one of the
factors which threaten to drive
upward the general price level of
the oouptry during 1947 and 1948.
Additional factors operating 4n
the same direction pre, first, the
present tendency of foreigners
largely to pay for the goods being
purchased by them in the United
States with the help of either de¬
posits now being kept idle in this
country or gold and, secondly, the
expansion in bank credit pre¬
sumably to be caused through
these gold imports as well as

through certain other factors
which cannot be discussed in the
space of this article.

The

♦Pub 1 i s h e r: The . Business
tiolwl sHppV oi circulati^ me(iia : Bourse, New Yort^ N.- Y. * -a n

Present Bearish Psychology
of the Nation

It has been pointed out above
that during 1946 the restriction in
the supplies of durable goods and
in the volume of residential con¬
struction severely limited the use
of the monetary hoardings. Since
about August of last year a sim¬
ilar effect has> been exercised i
through the belief prevailing
since then among nearly all;
groups of people that a downward
trend of most prices or even a
certain slump in industrial opera¬
tions are-imminent.

It is obvious that the release of
the hoardings and the probable
effects of this development con¬
stitute a highly technical subject,
which has a number of times been
discussed during the last few
years by monetary experts but
which was unlikely to receive
much attention from business men
and consumers. As a matter of
fact, even most economists
scarcely took notice of the sub¬
ject. Instead all of these groups
concentrated their attention dur¬
ing 1946, and are still doing so,
ofi the expanding ; supplies ■ of
.civilian goods as well as <pn the
^growth under ;\vqy Iiv th^^^me

of the business inventories and
concluded from; these develop¬
ments that a decline in prices is
in the offing. . .

This general bearish attitude of
the American public has of late
been substantially strengthened
through the emphasis which is be¬
ing placed by important persons
in the Administration on price de¬
clines as an instrument for sup¬
porting the purchasing power of
consumers. In fact, the latter ar¬

gument has widely been accepted
by business men and has of late
actually led to certain reductions
in] the prices ; of manufactured
goods. At the same time an ex¬
tensive withholding of orders for
goods oh the part of both pro¬
ducers arid consumers has oc¬
curred which development was

bound, of course, to intensify the
deflationary trend. • • \

The space available in the pres¬
ent article makes it impossible
adequately to discuss the subject.
It must suffice to say that, in the
opinion of this writer, the present
bearish psychology Of the Amer¬
ican public rests on little more

tangible than highly superficial
comparisons with the , develop¬
ments after the First World War
and slip shod conceptions about
the nature of purchasing power.
Nevertheless, for the moment the
mental attitude here under review
has evidently captured the nation
and is completely neutralizing the
various inflationary factors dis¬
cussed above or is even threaten¬
ing to throw the country into a
general slump of business.
On the other hand, it seems cer¬

tain that a mental attitude which,
in substance, rests on defective
economic views cannot last. Nor
is a slump of business brought
about by a mental attitude of this
type likely to continue during an
extended time. As a matter of
fact, all of the persons now fore¬
casting declining prices and con¬

tract^ industrial operations are
in agreement that these develop¬
ments will be moderate as well as
short-lived.' Sooner or later, pre¬
sumably rather soon, the powerfu
constructive forces underlying the
present economic situation* prin¬
cipally .the enormous excess in the
supply of, circulating media, the
vast accumulation in the needs of
people and of business enterprises
which occurred -during the war,
and the related heavy accumula¬
tion in liquid assets, seem bound
to gain the upper hand and to set
under way an expansion in indus¬
trial operations as well as a new
rise in prices as a whole. The
moment these changes will occur
business enterprises and. consum-
ers are likely, however, to use
on an extensive scale their pres¬
ent hoardings for purchasing
goods while the outcome of this
development, and of the impend¬
ing gold imports or of the accom¬

panying expansion in bank credit;
presumably will be a sharp up¬
ward pressure on the general
price level of the country,

hat a continued use of the anti-
inflationary instrument here re¬
ferred to presupposes an excess in
the current receipts of the Treas¬
ury over the cash expenditures,
n view /Of the apparent deterrai-1
nation on the part of Congress at
once significantly to reduce in¬
come taxes, it seems very doubt¬
ful, however, whether such an ex¬
cess will be available' during the
next 18 months or so; Certainly,
it Would riot airiount to more than
one or twobillion dollars per year,
which sum would by no means
suffice for counterbalancing' the
impending release of the hoard¬
ings and the other inflationary
developments.
Hence the chances of preventing

a substantial rise in the general
price level of the country seem
entirely to depend on the possi¬
bility of transferring during the
next 18 months or so to private
investors a substantial part, say
altogether 20 or 30 billion dollars,
of the government securities now

being held by the banks. It is
obvious that such a transfer would
strain the capital markets of the
country. On the other hand, the
degree of this strain, and thereby
the prospects for a success of the
total measure, can be decided only
after a detailed analysis has been
undertaken of the relation which
is likely to exist during the next
13 months or so between the sup¬
ply of and the demand for capital
funds in the United States.

The Difficulty of Applying Effec¬
tive Anti-Inflationary Measures

What are the prospects for a
success of measures to be under¬
taken for stemming the inflation¬
ary tide thus to be released?
About the nature of such meas¬

ures little doubt .can exist. They
will principally comprise a con¬
tinued redemption of the Federal
debt, in the main of that held by
the banks, and extensive sales of
government securities by bank¬
ing institutions to private inves¬
tors. For both of these develop¬
ments would reduce the volume of
the money actually in circulation
and would offset thereby the ef¬
fects of the hoardings to be re¬
leased as well as of the impending
gold imports and of the new bank
credits.

Since the extensive redemption
of the Federal debt undertaken
during 1946 has by now reduced
the .Treasury balance, in sub¬
stance, to the minimum amount

necessary tor.the Current* activ*
ities of the agency, it is obvious

Spencer Phillips

Phillips Director of
Kalamazoo Veg. Parchment
Spencer Phillips, Of Kalb, Voor-

his & Co., New York investment
brokers, has been elected a direc¬
tor of the}Hal^^*^^^^4^.^
amazoo Vege¬
table Parch-;
m e n t Co., ;
American and
Canadian pulp
and paper ;
m a nufacturer
and converter.
Mr. Phillips is
a d&cector of
Financial In¬
dustrial Fund.
The Kalama¬
zoo Vegetable
Parchment
Co.'s Michigan
plant has been
termed "The
World's Model Paper Mill." At
Espanola, Ontario, the cpmpany
recently completed a $12,000,000
model pulp mill. Also elected to
the board at the annual meeting
held at Kalamazoo, Mich., were
John C. Wood and William J.

Lawrence, both of Michigan.

W. V. Carroll With
Shields in Chicago
CHICAGO, ILL—W. V. Carroll

has become associated with
Shields & Co., 135 South La Salle
Street, members of the New York
Stock Exchange and :other - ex-<

changes. Mr. Carrollwas formerly
with the Chicago Title & Trust Co.
•J • • i i »—

Charles H. Stix Dead
Charles H. Stix, retired invest- ;

ment broker, died at the age of
sixty-six after an illness of Sev¬
eral months. He had not been
active in business since his retire¬
ment in December 1945, although
he maintained an office at 500

Olive Street, St. Louis. Prior to
establishing Stix & Co. with a

brother, the late Harry F, Stik, 301
years ago, he was in the leather
business. He was one of the orig¬
inal founders of the Boy Scout
movement in St. Louis and served
as a member of the Executive
Committee *of /&he Boy Scouts'
Council since its Inception.
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"They all look the same to me": Just this could be said by an in¬
vestor in automobile shares! i The"mythical man created4 by*Hugh W.
Long & Co. wondered about such shares; he eould not (decide which
company would represent , the best long-term inyestmerit; Examining
the past made this clear, AH autqmobile corporations have not pros-

ve vanished into thin air. Yoii could not be cer-

. tain of the results of your invest¬
ment in automobile shares years

FULLY

ADMINISTERED

SHARES

Group Securities, inc.
r

Ill
k a class of.

a prospectus on request

from your investment dealer or
DistributorsGroup, Incorporated
63 Wait Street, New York 5, N.Y,

Prospectus hpon request from ■ •
"

your investment dealer; or from r:

NATIONAL SECURITIES &
RESEARCH CORPORATION
120 broadway, new york 5, n. y.

Manhattan
Bond Fund

Prospectus from your Investment Deoteror

HUGH W. LONG & CO.
iNiCO«"OR AttD -

48 WAU STREET. MEW YORK S. N V.
tos ANotus

v Chicago

-Prospectua may be vhtaintd . y;- ::y
from your local investment dealer Qt

The Keystone Company
o/Boston

SO Consres* Street, Boston 9, Mass.

ago, l and .you ^cannot be certain
today. Some will; outstrip others.
For this reason a{person should
buy more than one issue, and how
asks; the brochure of - Hugh . W.
Long,; cari this be better - accom-
plished than by purchasing shares
of many companies, ' manufactur¬
ers, accessory makers; tire, com-;
panies all well selected by a wise
management? r They: present Au-1
tomobile Industry: SeriesWith Its \
well-chosen list. '

Sixty-Eighth Consecutive
Quarterly Dividend Paid j

The 68th consecutive quarterly;
dividend of .Wellington Fu n d
shares was paid on Dec. 27, 1946.
Dividends for 1946 amounted .to j
$1.30 per share. Assets of the Fund
rose from $26,911,309 on Dec. 31,
1945 to $36,535,644 on Dec. 31,1946.
This Fund's ;■< literature stresses
the .fact that asset value plus ac¬
cumulated distribution has shown
a steady increase for the past ten
years . . . that not only is broad
diversification offered the inves¬
tor, but . redemption privileges are
available, to shareholders yy' ; that
shares can be tufned Into the2Fund
for cash liquidation value on:any
day on which the Stock Exchange
isopenr. ^^ aiid 'thatisincemarket¬
ability is one of the requisites of
good investments this is an added
advantage. . .. . y i:

. % i 7.,' V/h-J "4

: Good Prospects in Chemical
■ \.Shares■ ft1

Says Chemical Shades: Because
the Chemical Industry, is ;one of
outstanding growth, ; sharesof
Chemical companies* usually have
a high rating,;This industry, serves
practically all other: industries.
Furthermore,-its plants can be

adapted to making aWide variety
of products; ' The incbrite from

these corporations is likely to in¬
crease with their output'/ and the
margin pfcprdfit;^
likelytodecrease; Yet to find jtne.
one fastest' growing company is.
almost impossible; For this reason,-:
Chemical Shares offers - a well-
selected diversified list of holdY

ings in chemical companies. j
(

5 Tax Problems of Last Year y i)
. ^Overcome .

.The annual reports of American:
Business «Shares, inc. ana Atfiii—?
ated Fundilnc. show, that they, !aie|
^b&pfree :'of.-the;: tak: prObienisJ
which beset them last year-These
minor,, but irritating differences
have been Ironed Out. The ufce *4
two different methods had, been j
the principal- reason for the slight i
difficulties; Likewise the uriambr^j
tized discount -and expense on the i
books 'of Affiliated Fuhd,^ Inc. and !
the'change inmethod of accruing j
dividend income on .the .Looks ::of
American^-Shares; Inc. are now
vexatious questions; ofthe past.j
Officers of*both companies decided
to get all prdblems^ behind^^n i
so that the source of dividends in
the future will be clearer to every
one. This they have accomplished.

Company Intends to -Distribute
Taxable Net Income Each Year

- Union Trust Funds, an open end
diversified management,, inyestr
ment' company,: intends to distrib¬
ute annually all of its taxable net
gains, including capital gains if
realized. V

Lord, Abbett Group of
Investing Companies ; : t „

;Lord, ^AbbetlYiSr ;Co.::are^hp^,
rently pointing,out the. wide.range,
of investment. possibilities in- the
various, funds, t^ey spohsot.- .Here
is their summarization: ,7r 77-
American Business Shares is

made up of aVdiversified- list- of
bonds; preferred stocks, and; com¬
mon stocks, all are income pro¬
ducing.", .y 7..:...

'

Affiliated Fund Consists of prin¬
cipally common stocks, r

Union Common Stock * Fund's
portfolio Is made up of ebmmop
stocks all of which pay dividends.

Urijbii preferred . ^toVk^ Fund
have ..assets■" in . preferred shares
selected for above-average appre¬
ciation and Incope^ssibiiities. -

Union Bond Fund A, only bonds
• which.* because- bf their stability

OF INVESTING COMPANIES

AmericanBusiness
Y Shares, Inc. . .

Prospectus upon request

. New York.
„ ... Chicago Los Angeles

SHARES OF CAPITAL STOCK OF

Prospectus may be obtained from 7'. -
. ■■.your local investment dealer, or

, - :

THE PARKER CORPORATION
ONE COURT STREET, BOSTON 8, MASS.

will provide investors with secur¬

ity and'stability. , .

7 Union Bond Fund Br purpb$e^bfl
this fund is to provide investors
with a security-^which offers ^godd
income and ■ relative stability of
principal.
;. Union Bond Fund C invested
oplyvfa bonds. To provideA invest
tors with 8security,which offers
above-aveiage income, and possi¬
bilities of appreciation.

Railroad Equipment Shares
I V 1 Will Be in Demand r-r7\:'-

Railroad
, traffic will be great.

Railroad . equipment ;must be
pbyght.^Although the cbal-»car sitti^
ation.ds bad it has received little

publibity.lThese (^rs are requii^d'.
Up to date, one problem has been
the:difficulty that:existed in se*

curing steel. (Steel?will likely be
available, iri May or Juh§; Rail-^
road Equipment Shares: with its

diybrsified lxSt4s in line JtO:benefit
correspondingly. f V ; -'

Assets Over • $160,000,600
Oh Dec; ;31»/1046; the combined

assets of the ten Keystone Funds
amounted' to over $160,000,000.
Reports of the sponsors cite an

unusual growth in the value pi
some of these funds. It is revealed
that total net assets of the" Series
"Bl" Fund. amounted to $7,714,-
852 at the close of 1946 compared
with $4,548,305 at the end pf 1945.
The purpose of this fund is to pro¬
vide an investment medium havr
ing the characteristics of high-
grade bonds.* Regular semi-annual
distributions from distributable
iheo'me were paid. .>
:: y'ni *■* ''
—I -J ; - — . . "*m f

Merkel Seerelary ©f
Securs. Administrators
TheDxdcutiye^^ Cbmmitteeipfvthc

National Association of Securities
Administra¬
tors has an¬

nounced the
i appointment
;i of James F
:S Merkel,- Chief
of the ' Ohio

: D i v i s i o n of

Securities,' as
(Secretary of
t h e National

r Associatio n

for ^he 5 year
.1947. In addi¬

tion, Commis-
sioner Merkel
will edit" the

. James F. Merkel monthly pub-
' '

, lication of the
Association.

D. D. Murphy, {Securities Com¬
missioner of South Carolina, is
President of the organization, the
membership of Which is composed
6f:47; state "Blue Sky" Adminijs-
tratcrs;',Harold Johnson,/SecwK
i ties Cbmmissioner. of Nebraska is
Vice-President, and Morris Hud-
ison^ Commissioner of bregori, is
iTrcasurerlpf^^fm^rganization.;
-y ——-— .i

TKrougli Burtonf Cluett
Gerard S. Smith,member of the

New York Stock Exchange, Will
henceforth conduct, his:business
through Burton, Cluett & Dana,
members of the New "York Stock
Exchange with- offices in New
York and Philadelphia.; ,

COMMONWEALTH
INVESTMENT COMPANY

•v;, • • ' Y-;-.

A Diversified Investment Fund
. with Redeemable Shares

•

>yr

y y. Prospectus, on Request
- :r':" ■■

*

QENERAL DISTRIBUTORS

NORTH AMERICAN SECURITIES CD.
2500 Rum Building' '

San Francisco 4, California >' -

iSSW

Analysis: of Railroad: Opera-*
atiohs^rJoseph^^D.:ywhite ^Sim*
mbnsi Boardihan Publishing Co.;
30 Church -vStreet, New York.
N. Y.—cloth—$5.00 • -

Big 4 inyGefmany, The--^pavi4
L. Glickman—National Planning
Association,, 800 Twenty-first St.*
N.iWy rWashington:-6,:; D. *C.^-pa-
per—500, ; . , ,y§ | . ;

y National {Labor; Policy, A—.
Harold W., Metz and Meyer Ja-
cobstein—The Brookings Institu¬
tion, Washington, D. C.-7-paper -

1947 Outlook ^ for Airline Com- ^

nanies. The—E. W. Axe & Co.;
Iric^W30 Fifth^^^ud,' New
19, N. Y.—paper—500 (250 to pub¬
lic libraries and nonprofit insti¬
tutions) ' :*•" •

i Strenuous Life, the^-The "Oys-i
ter Bay" Boosevelts, in Business
and Fihance—Wm. 'T. Cobbr-Wil-
liam E. Rudge's Sons, New York,
N.. Y.—cloth—$5.00 T: •.' ' '

,

k TaxProgram^ for
America, A^—Committee on Post-^
war Tax Policy—50 West 50th
Street, New York, N. Y.—paper. -

:.United - States "Government Se¬
curities and the Money Market—r
Eeview- of, 1946 and Outlook for
1947—Bankers -Trust Co;,: New
York, N. Y.—paper ,

Year Book bf Railroad Infor¬
mation, A-^-1946 Edition—Eastern
Railroad Presidents' Conference,
143 Liberty Street, New York 6,"
N. Y. > {

Columbus Stock & Bond
Club Is Organized
CX)LUMBUS, .qmO—The First

Columbus Stock and Bond Clul>
was organized at a. special meet-„
ing at the Ft, Bayes Hotel on Jfahj
27. More than 80 securities men

attended the meeting,and sponsors
of the organization are ^certain it.
will soon have a paid member^
ship of more than 100; -yy 1 * •

Officers, of the new Club are:*
Leland Walters, • Yercpe/:&' Co.»"
President; Jack Harris, The Ohio;
Company,. Secretat'y - Treasurer^
Paul; Carey," Huntington National
Bank, Vice-President; and Ray M."
O'Connor, Otis & CjD,i:Harris H/
Wood, Paine, Webber, JacksOn &
Curtis, Todd Cartwright, Sweney,-
Cartwright & Co., and . Jack Nida,:
Merrill Lynch, pierce, Fenner dc.
Beane, trustees. ,, 7 '' : :
The Constitution adopted by. tlie:

Club calls for a minimum of four;
meetings a year at which it is-
planned to , cofnbinb a social
gathering with- a serious discus-'
sion of investment, problems by*
outstanding authorities.

• Bwliig T. Boles, The Ohio Coin-
pany, Chairman of the Ohio Val^"
ley Group of * the Investment'
Bankers. Association,; Was-prinf-r
cipal speaker at the organization'
meeting. In-his address Mr. Boles-

emphasized the importance of:
sou'rid financing in the national*
economy: and urged the invest¬
ment men to become more vocat*
in asserting^^ their economic views»{
Joseph \ M. Vercoe,; of Yercoe

& Co. headed the committee whicfak
organized the new Club. -* v*

\PictureS taken at the meeting
appear on page 880 of today's
issue of^^ the- "Chronicle."
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Buying Power
(Continued from page 872)

v insiaethoiith^besttrainedci^w
salesmen can open from the

outside. • i- - ,

•'
. Ih recent years economists *have
devised ways to measure this re¬

lationship for the country as a
? whole. Using nation-wide figures
ior retail stores and the disposable

t income of individuals, they have
! been able to truce in actual dol*
*:|ar volume the changes that -ad-.
; companya,jrise or fall in the na-
^ tional income. I •will not burden
► you with!. any elaborate calcula*
i lions. Suffice it to say that over
?lhe 20-year period, 1922-1941];' a
*10% increase s in the disposable
i- income of individuals was ac-

•companied by about a 12% in-
jcrease/ in^ retail r sales,vFor; wo»-

'

men's apparel and accessory
'stores the figure was about 14%.*

Purchasing Power Vital
.

[ So St is easy to see that even the
most successful retailor has a vital
-jstake in the nation's] purchasing
ijpower. To' those numerous con¬
cerns that operate near the mar¬

gin, volume is a:matterCf life or
death.

i .Only , a few days ago I saw a
^reference to a survey conducted
■fcy the National Hetail Dry Goods
Association which, indicated
clearlylhat consumers today ?are
Expecting lower prices and im-
Iproved quality of merchandise^!
And I think it was Mr. Lew Hahn,
President of the Association, who
isaid, *We believe the^iphblicmust
-get the goods it needs at proper
'prices." • V; I ' /-//.I.
It would-be fortunate if we

could weave a national economic
■pattern into which there would
be a proper blending, of purchas¬
ingpower ample to sustain the
present volume of retail? sales,
with a competitive price structure
basedpn " mass production. It
,Would naturally fellow, that the
producer wouM- make the profits
Accessary to sustain full product
tion arid maintain, full employ¬
ment..' ;

; Vision is not- an easy word to
define, but it is easily recognized.
This dinner, like the magnificent
hew home of Lane Bryant fori
jTifth Avenue, is a well-deserved:
Recognition of the Very] thing that
J am talking about. For the storiy:
of Lane Bryant is more than a

•remarkable saga of business suc¬
cess. It is a story which had its
beginning 46 years ago in the
courageous initiative and vision
of a young widow, Who pawned
tier wedding earrings to open a
little shop on upper Fifth Avenue.

1 ;There are a number of signifi¬
cant dates in the long history of
Lane Bryant, but each of them
lias been marked by the same dis¬
play of initiative, leadership and
Vision. In 1890 no one could have
prophesized the turn of events we
are celebrating here tonight, but
bf this much we can be certain—
there was no place in that suc¬
cess story for backward thinking.
And unless I misread the history
and spirit of America, there is no
room for such thinking today.
•;-During the war this Nation was
able to superimpose a 60-billion-
dollar job of war production; on a
Civilian economy which accounted
for consumer goods and services
totaling close to 100-billion dol¬
lars yearly. And we achieved this
miracle of production with some
12 million young, able men and
women serving in the armed
forces. •

[1 Certainly that record holds the
promise of peacetime living
standards far higher thah we have
ever known before—provided we
n keep our economic balance;
I do not S: know exactly how

large our national income can or
should be in the months and years
ahead. But there are encouraging
indications that the physical fac¬
tors point to record civilian pro¬
duction and consumption.- And
this, ,of course, demands greater
*eal purchasing power, mass pur¬
chasing power, whether it 1$ ex¬

pressed as increased wages" orlower prices, or, as the President
suggests, a combination of both.I/There is nothing ' mysteriousabout these facts--rb6th manage¬ment and labor .are familiar withthis general picture. It;•has pro¬vided an ecphdmic 'backdrop forihost of the lndustrial disputessince V-J Day and to.some extent,the problem is;atiii;w^
bear directly ori this centrahqiies-.tion. Weekly earnings of the, av¬
erage factory worker were nearlytwice as much in December,'1946i
as:V^b'/Augu^
profits, both . before' arid after
taxes, are about three times as
great as In 1939. But "prices • have
risen about 80% #nd: living-eosfe
more than 50%, above the pre¬
war level, so that the purchasing
power of both the wage dollar
and the profit dollar has been
diluted. The$46 weekly,take-home
pay of the average factory worker
in October, 1946, bought only
about mUch the; $35'he re*
ceived in April, 1942.;s

Year 1939 No Model g
We must remember ; that 1939,

though it is a; convenient statis-■

base t©tigure fro*a£was tier?*
tainly no model for a full employ¬
ment economy. In 1939 we had
8 i m^ ; In . 1939
farm prices were still Idepifessedi
In 1939 business profits and
prospects" were • pheVeh :iahd ^Un¬
certain. We can be: neither; sur-;
prised.. nor complaint ^because
1947 looks much better. The ques¬
tion is not how to'-get back to
1939, but how to maintain the full
employment of 1947.

Ih'ihe fece# pasf,^rising prices
have outrun purchasing power;; so
there is some question, whether
consumers can continue to absorb
the large volume of goods and
services now being prpduced.
Furthermore, with the same levels
of employment in 1947 as in 4946,
national production may be ex-
pected to rise by 3 to 5%, because
of increased productivity, that is,
output per manhour of labors To
maintain full employment in 1947,
we must not only maintain pur¬
chasing power, but increase it by
enough to1 provideda market for
the increased production. This is
to say, prices must be reduced or

incomes raised, or both". Vf
Can Have Lower Prices and

Higher Incomes

Actually, I believe that we can
look forward to both lower prices
and higher incomes. It is my firm
conviction that genuine collective
bargaining can and should play
an important part in this healthy
process.

Todc^y both labor and manage¬
ment are getting better acquainted
with this complicated economy of
ours and the relationship between
its closely integrated parts. Both
labor and management are stead¬
ily broadening their grasp of eco¬
nomic realities. More and more

they are recognizing the need for
a proper economic balance. That
is a most encouraging develop¬
ment, because collective bargain¬
ing offers one of the soundest and
most democratic means of find¬

ing collective prosperity. In this
connection, I would like to re¬
mind you that America's history
includes about a score of depres¬
sions, boom and bust periods.
While economists and historians

do not always agree on what
caused these recurrent attacks,
they do agree on one fact. No
major depression has been due to
the fact that the wage and sal¬
aried workers of this country re¬
ceived too large a share of the na-
tional income. •■>.■ -/ -

Nor do I bel'eve that real col¬
lective barga fnirig will upset our
economic apple-cart during 1947.

were able to come through the
troubled an* uncertain period of
reconverted:without'', a sharp
downswing is highly encouraging.

Despite prolonged and disturbingindustrial conflicts during , the
months, when w^ were carryingout) the trerifienddus task "of mili¬
tary and industrial demobilization,total unemployment never reached
3 million. Today both employ¬
ment and production are at record
peace-time levels!
: This indicates that even in the
troubled,: fieki of- industrial rela-i
lions, the' vast majority of union
#ntracts ; were negotiated or re¬
newed without any break in pro¬
duction. Moreover, and this is
veryimportant, \ war-time con¬
trols which were of necessity im¬
posed on both labor and manage-
hieht, haC limited i or. largely re¬
placed the collective bargaining

'-.both sides
tended'to carry their (disputes to
the. highest tribunal, the National
War Labor Board.

/pro-:
posals before the Congress to ere*
ate somewhat similar machineryfor settling labor disputes, „ These
proposals would set up a super-
mediation s board, either within
the Department of Labor or out-
;side-it.-i£";>Vi- . . *..v

( Conciliation Machinery
•, Before; discussing the merits of
such a proposal, I:v^ld4ike46;.tell you a little abbut the existing
machinery for handling industrial
disputes. I refer, of course, to the
.Driited BtateS Coriciliation Scrv-
iwii'DuRinj^-'ihte. lasy y^r pur: Ckm-
cilialors, under thfe'Uble^diractibn
of SM^ar L.- WaRr^n; aided in the
peaceful; ^etflemerif of 13,000 in¬
dustrial;: dilutes.] Our records
show that in 90% of the disputes
in which we' werb called before
work had halted, no stoppage oc-

: curred. •

; Last year we aided. In the set¬
tlement of^3,400 strikes. Of these^
64%—almost 2 out of 3—had be¬
gun before either of the parties
called for the services of „a con¬
ciliator.;: ; ];
I- That is an impressive record.
Most important of. all is the. fact

i- settlements were
reached by voluntary methods of
conciliation and mediation. The
Conciliation Service issues no

mandates, orders or decrees. Their
\w3rk is essentially; a (Continuation
of the collective bargaining pro¬
cess, .carried on with the help of
an impartial moderator, who is an
expert in industrial relations.
Free collective bargaining does

impose serious responsibilities on
both labor and management^ Un¬
less I misjudge the calibre and
democratic purpose of these two
groups, they will meet that re¬

sponsibility without coercion or

compulsion from Government.
Nor do I believe that the crea¬

tion of any over-all board will
facilitate this process. On the
contrary, the.} very existence of
such a board would undermine or

destroy the effectiveness of norm¬
al collective, bargaining, including
the very useful work of the Con¬
ciliation Service. Inevitably, both
management and labor would
tend to by-pass the existing ma¬
chinery for settling disputes in
order to appear before the super-
board. That is a perfectly natural
human reaction—We saw it hap¬
pen over and over during the war,
when both sides were eager to
have "their case" settled by the
National War Labbr Board, As
a result, the Board found itself
with a tremendous-, burden and a

huge back-log of cases.
After V-J Day, when the wage

stabilization policy was changed,
and numerous controls were

lifted, the War Labor Board
turned back its cake-load to the
parties for settlement. More than
3,000 disputes werp left to Collec¬
tive bargaining and the over¬

whelming majority were settled
peacefully—even J during the re¬
conversion period with all its ten¬
sion and uncertainty, for workers
and emplpyers alike'. ;• -M ' I .***>?'
There is another reason why I

am opposed to the creation of a

board rWhich would .mediate dis¬
putes covering the vast range of
American industry. The problems
which arise ] are too varied and
complex for any single board to
handle—rthey simply would not
have the technical competence,the intimate ^knowledge requiredfor sound, impartial judgments. :
This does not mean that exist¬

ing mediation
feet or that existing labor laws
are sacrosanct. It does mean that
proposed changes; directed pri¬
marily at the immediate postwar
period, should be examined very
carefully— especially those
changes which, would call for
compulsion.; Compulsion sets a

dangerous peace-time precedent
which neither management nor
labor want any part of.
There is 4 furtherpoint that de-;serves emphasis here. Industrial!

relations are not carried on in a

Wscuuip .and the ]problems which
arise cannot be settled in an
ivory. • tower. Men ■> bring to the
bargaining - table the hopes and I
fears, the ambitions' and preju¬
dices, that surround their daily
lives.

Local Settlements
"

T Vory ofthn- industrial ' disputes'have their roots iri community
problems and for that reason they
-should; be settled where; the dis¬
putes take place. I am sure all of
you in this audience have served
on various boards and committees
which dealt with local issues and
you know from experience the
degree of understanding and tol-
^rancr which: this procedure de¬
mands.
;

Before I leave this subject, I
RKant.?to ihentioP <me other serv¬
ice which the Department of La-
bor makes available to employers
and employees; The O)riciliation
Service has recently set up a
I^nel composed of 26 men who
are outstanding in the field of in¬
dustrial relations. * These men
have agreed to act as mediators
In csises involving the national
interest, working either as indi¬
viduals pr as members of a- two
or three mari group. Their wide
knowledge and long experience
are available whenever we feel
there is necessity for a tri-partite
approach. This; too, is a voluntary
approach, a further extension of
free collective bafgainitig« If this
approach lacks the dramatic ap¬
peal of^ a mandatory! decree, ; it,
also, avoids the dangers inherent
in compulsion. -

Now that the difficult period of
reconversion is behind us, there
are many signs that point to bet¬
ter weather along the industrial
front. It would be hard to find a
more Concrete example than the
recent decision to extend the
present contract between the U. S.
Steel Corporation and some 150,-
000 steel workers.

Problem of Keeping Economy
In Balance

In stressing the value of real
collective bargaining,. I want to
remind you that so far ho econ¬
omist or financier has been suf¬
ficiently wise to draw or even

suggest a plan that will keep all
phases of the economy in balance.
We do have a reasonably clear
understanding of the factors that
cause "Boom and Bust." We have
more vital statistics about our

economy and they are well i
known. Many of us recognize the
need for restraint, for tolerance
arid understanding, but there is
no authority to enforce such re¬
straint upon our citizens in time
of peace.
We realize the danger that in¬

dividuals or groups anxious to
"make a killing" may commit ex¬
cesses in ^disregard of sound eco¬
nomic principles^:may set in mo¬
tion the I sinister forces which
could dive us on to "Boom and
Bust." Just as we know that the
boom which now rides on the
coat-tail of inflation was held in
check by arbitrary war-time con¬
trols. We accepted these controls
in order to win a world war, but
we were. fighting for human
freedom; andr human; rights. EL*
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forts to impose similar regulatory
measures in peace-time run
Counter to our democratic tradi¬
tions—even when such measures
are aimed at preventing excesses
which may sow the seeds of fu4
ture depression. I f
We prefer to rely on the volun¬

tary use *of knowledge acquired
through bitter experience. Today
we are calling upon labor and
management to exercise both vis-
ion land restraint. We are asking
them to look farward to the goal
we all seek—full, sustained pro¬
duction and fair distribution with¬
in the framework of our dynamic,
freedom-loving society. Now,
more than ever, that obligation
lies upon all of us—industry,
agriculture, labor and a Govern¬
ment dedicated to the common

good/
f • - I f

Morgan Stanley & Co.f
To Admit G. Stanley ]
Morgan Stanley & Co.,-2 Wall

Street, New York City, have made
application to the New York Stock

Exchange for
the admission
of CI a ranee
Stanley as d
general part¬
ner of the
firm on March

1, 1947, !
Mr. Stanley

resigned yes-

terday : as
Chairman of
the Executive

Committee
and ? Director
of Mellon Na-^
tional Bank &
Trust;/ Co:,

- Pittsburgh. "[
Mr. Stanley, a brother of Harold

Stanley, senior partner of th&
firm, attended Yale University
and served with the U. S. Naval
Aviation Corps during the fifst
-World. Waf. Jle began his bank¬
ing career in 1919 at the National
Commercial Bank, Albany, ,N. Y,
In 1924, be joined the bond de-?
partment of the Union Trust Co.
of Pittsburgh and became its
President in 1937. He was one of
the prime; movers in thd merger,
of the:Union Trust Co. and Melloit;
National 3ank and when they;
were merged in September 1946
lie was elected Chairman of thq.
Executive Commission.

Clarance Stanley

:,fev
irS

i'V

Charles Leefe Is With
Laidlaw & Go. Dept.
Laidlaw & Co., 26 Broadway,

New York City, members of the
New York Stock Exchange and
other leading • exchanges, an^
nounce that Charles C. Leefe has
become associated with the firm
in the municipal bond department.
Mr, Leefe was formerly with
Gruntall & Co. Prior thereto he
was with Content, Hano & Co.
knd B/ J, Van Ingen & Co. and
was a partner in Gibson, Leefe &
Co.

Townsend, Graff Adds
Ben Kessler to Staff |||
Townsend, Graff & Co., 15 Broad

Street, New York City, members
of the New York Stock Exchange,
announce that Ben Kessler has
become associated with the firm.
Mr. Kessler has recently been
with Lewisohn & Co. and Richard
K, Kaufmann, Alsberg & Co.

^

Herbert Smith Dead
Herbert Dix Smith, head of

Hartman, Smith & Mann, New
York City investment counsellors,
died at his home at the age of 54.
After serving in the first world
war, Mr. Smith entered the stock

brokerage business and he had
been connected with several firms
before forming his own last fall.Digitized for FRASER 
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Edgar S. Noland and George Hendrix, The Ohio Company; Howard Samuel land
Robert Hamilton, The Samuel and Engler Co.; Henry Weisenbach, Ball, Burqe &
Kraus.

if - • Joseph m. Yercoe, James5F.-Crum/ J;'J. Stevenscn'and R, P.f Lucas,"all of
iVercoe & Co.; HaroldJ.Roberts, Merrill Lynch, Pierce, Fenner & Betme. .

'r&l, fv a V ' ^ »w i w % * f. s f £ 1 <, ■ t ,1 -r4> * rr ».? ( <<,* .u w }*- ■, v w ^ '? v -f { £ nj' !> i

. Will Carr, The Ohio Company; Phil Hampton, Huntington National Bank;
Warren Merrick and John McCabe, McDonald & Co.

Todd Cartwright, Sweney, Cartwright & Co.; Ewing T. Boles, The Ohio Com¬
pany; Joseph M. Vercoe, Vercoe & Co\; Jack Rida, Merrill Lynch, Pierce, Fenner &
Beane; John A. Albin, The Ohio Company; Herman J. Engler, The Samuel & Engler

Dennis E. Murphy, Roy Swabby, George Scully and Frank Anderson, all of TheOhio Company; '
. ■ *
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R.; Victor Mosley, Stroud & Co,; Inc.; Philadelphia, President of the National

Kerinit B. Sorum, Allison-Williams Company; Minneapolis, President of the Twin
pity Bond ^Traders: Club; Michael J. Heaney, Joseph McManus & Co., New: York,
President of the Security Traders Association of New York; Charles J. Rieger, Jamie-
son & Co., Minneapolis, Entertainment Committee; Howard Morton, McMaster
Hutchinson & CO., Chicago,, President of the Bond Traders Club of Chicago;
•:
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£dw. J. Kelly, Carl M. Loeb, Rhoades & Co., New York; C. J. Rieger, Jamieson
& Co., Minneapolis; Stephen Turner, Turner-Poindexter & Co., Los Angeles; John J.
Delaney, Delaney & Co., Minneapolis: Irving J. Rice, Irving J. Rice & Co., St. Paul; \
Kermit B. Sorum, Allison-Williams Co., Minneapolis; Donald R. Muller, Harris? Up? -.7
ham <fir Co.j Chicago; Howard Morton, McMaster Hutchinson & Co., Chicago; Lester
B. McElhiney, Loewi & Co., Milwaukee; William P. Springer, Carl Marks & Cot,
Chicago; Richard Gottron, Gottron, Russell & Co., Cleveland; Walter Space, Wood-
ard*ElwOQd & Co., Minneapolis; Howard Eble, Wm. J. Mericka & Co., Cleveland;
C. Daniel Mahoney, C. D. Mahoney & Co., Minneapolis; James C. Vacha, Bennett,
Syanier & Co., Chicago; Maynard Rue;

x
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John J. Delaney, Delaney & Co., Minneapolis; C. J. Rieger, Jamieson & Co.,
Minneapolis; Robert .Strauss, Strauss Bros., Inc., Chicago; Walter Space, Wooilard-
Elwood & Co., Minneapolis; Milton J. Isaacs, Straus & Blosser, Chicago; C. Daniel
Mahoney, C: D. Mahoney & Co., Minneapolis; Fred Johnson, Cruttenden & Co.,
Chicago;. Fred Casey, Doyle, O'Connor & Co., Chicago; Byron Kairies, Merrill Lynch,
Pierce, Fenner & Beane, Minneapolis; K. B; Sofum; Allison-Williams Co., Minneap¬
olis; Irving Rice, Irving J. Rice & Co., St. Paul/ - ; ; •

Alphonse J. Grun, First National Bank ofMinneapolis; L. ,B. Carroll, Proscoif,
Wright, Snider Co., Kansas City; Milton .J. Isaacs, Straus & Blosser, Chicago; Robert

Minneapolis; C. J. Rieger^ Jamieson & Co.,'MihneapoHs:.;Paul Moreland, Morelan$,
& Co., Detroit; Paul Yarrow, Clement, Curtis & Co., Chicago; Bernard Pechoiiic,
J. M. Dain & Co., Minneapolis; Leo Quist, Harold Wood & Co-, St. Paul; LudweR
Strader, Scott, Horner & Mason, Lynchburg, Va.; Irving J, Rice; Irving J. Rice .& Co.,
St, Raul; Willidm W. Lewis, Merrill Vyrwh, pierce^ Fenner & Beane, Minneapolis.

; Fred Casey ~J)oyle, OCorriior! <& Co;, Chicago; Fred Johnson,; Crwttcnd^ &;,Co.,: - ;
- Chicago; Henry Oetjen; McGihnik,}Bamjit6n <&■ Sellgefj. New "York; Wm. Laughlin;; j.
Bull, Holden & Co:, New York; Herman Zinzer, D6mpsey-Tegeler & Cel., St. Louis;:
Howard Morton, MqMastcr Hutchinson <fe- Co;, Chicago;'L, N; Marr, E. H. Rollins &
Sons, Chicago; James C. Vacha; Bewncttj- Spowier & Co., Chicago; . Harry Valleau,
Harry O, Valjeait <^,Co.; Chicago; \ J -

v- ; General View of Dinersito
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"Our Reporter on Governments"
By JOHN T. CHIPPENDALE, JR.

i i Prices of government securities have tended to move in a narrow
range, since the recovery which carried many of them within strikingdistance of their recent highs.... Volume has not been large, althoughthere were reports of some good sized switches having been made inthe bank eligible issues/ . . , It seems as though there is considerablelooking around with some investors in what might be termed a shop¬ping mood which has resulted in purchases being confined to smallamounts. . rrThis seems to apply particularly to savings banks, whichhave taken limited positions in the longer restricted issues. T'v . The2$ of 1952/54 as well as the 214s of 1956/59 were bought in fairquantities by out-of-town banks..., , ' '

) With prices not far from recent trading highs, it is naturalfor the market to hesitate, since a feeling of caution usually de¬velops in this area, pending clarification of. the trend. ... Also! the financial community is looking toward the March financing,;■

J with some expecting a partial repayment of the certificates due %| on the first. ... Others believe the Treasury will bypass the cer-
.. tificates and concentrate on the 1Us# • *» , 7ti.y V,

"/ ; , '» i. '\/:v! C-) " >;• J:-/'
PRIME MARKET FACTORS

The surprise announcement of sizable new financing in the nearfuture by one of our large corporations may have slowed somewhatthe interest in governments— There are two factors that are of primeimportance to the money markets and they will continue to influencethe action of the government market because of the uncertaintywhich is created. , , . These are the threat of a new 1§sue of long-term securities, along with the possibility of a change in short-termrates, which would most likely come about through the defrostingof the certificate rate. ,,1 .• „ . - ' • - ' V
i The demand for the Intermediate. and long-term govenuneht';' Issues Is large, the floating; supply of securities is not substantial: so that these two elements would ordinarily result in highe/• prices. Such a price rise would probably take certain; obligations, ,as well as the general market through recent tops.... It might. even result In a break through on the up side* that would notonly extend the trading range/ but would also raise the Wholelevel, so that previous lows of the trading area would have to berevised up. • . .

This could bring about a new trading range with higher tops andbottoms. f . It seems to be quite evident that this is what themonetary authorities do not want to have happen. . . . A somewhathigher level of highs and lows would hot necessarily meah a duplica¬tion of last year's sharp incline^ although it might in time develop anot dissimilar type of psychology. ... , * <JI

SIGNPOSTS
To prevent the market from moving out of the present tradingareas* there has.been great use of "Open Mouth Operations* with thetalk of a new bond issue, or a change in the certificate rate the,mostimportant ingredients in the formula of uncertainty. . .^As a matterof somewhat more thai} passing interest, it seems as though the like¬lihood of a new issue of 2 V2% boihds should be looked into to get someideas as to the imminence of such an offering.... No one, to be sure,* knows what the Treasury will do, but there appear to be some sigii-posts that c&n be watched which might give a- few clues to futureaction along these lines. . . ,

It seems as though the next few weeks will tell something• definite about the budget, and if it should show a surplus, withi m balance of, say, $3 billion, this, together with the cash balancesof the trust funds, should be sufficient to take care of debt re¬tirement. . . . Such a condition would appear 1 to;pretty w^I re¬move the possibilities of a new issue of long-term securities. ...On the' other hand, if the budget should be in balance, butwithout a surplus, or should there be a deficit, then the chances ofa new issue of - long-term bonds would be very favorable. , . . Allthis is aside from the level of business activity and the trend ofcommodity prices, both of which will have a prominent place in thepicture;v
■

Despite all the advice that has been given to the Treasury bythose that have recently conferred with government officials, as towhat kind of program would be best for themselves, it does not seemris though there will be any rush to Issue new securities until someof the basic conditions have been clarified. ♦. *

As to the defrosting of the certificate rate, it
^ seems; as thqugh

the most jmpertaatpointMm s^atiouthe Federal Reserve Banks are not in a position^,^fk^0+trol'dver credit,Carid} particularly.loans,; that
have;".% > as long as they inusthuy certificates^^set rat^^^member banks;*aft&r6atethei$6^^
stop the ban^S from making doans that may, not J3J £oufdable..,. .;Th^y :cannot .increase >th© ^affect the whole program of the^Treasury.,. . No Central Bank .wa^sto be in thisiposition^r^te..-is_ de¬
frosted, one of two! things .,w<>uld probably. happen. .

Either it iwould be pegged at a higher level or It would he
allowed to fhietuato Indefinitely^If the ratewere changed and |allowed to increase to
there be anything gained in the way of greater control over credit
and loans, by the Central Banks? . ♦ i It>would,however, increase ^the cost of parrying, the deht hy; the amount of the, Increase in the
certificate rate. .

^The Aiders bf the the extent
that the issues they, held Were, replaced by .higher income . certif¬
icates

EFFECT ON OTHER SECURITIES

'Suppose the certificate rate were: unpegged aiid allowed, to fluc¬
tuate, -would

?certificates * if: they
could make Waiis at- stai/higheM^es?y iyWhat would: happen-toother governriierit securities if the' certificate >xate Were unpegged
andfollowed to •:HUptuat'0."l^tweeu'';jVi% au$ 1%% or some higher
level? . . . Woiild the banks be interested in the 2% bonds at present
Ipyels,^would |here hethe same demand .-for;-^e l^onger-tft^rent prices? /. -v1'"'.' ' £

The general level Meresi/rate^w^
\with^ i^Huctsuating;eertlfiwte[ & . Would this be. favorable to
- the government's debt; jiuinagement poliey? .. . The. bankis^mightnot turn in maturing certificates for new ones each month if they
fielt liigher yates would be avwlaMe at some future time* * * ♦ ;"

, interest "fptes, ;,wWh>wpuid mean farger expensesto ;the -government, be - consistent,w^-the:eftort 46 reduce expend¬itures, in order to further-debt reduction and to.cut taxes? ...

NO CHANGE.LIKELY '; " ^
#

Despite all that is heard about^defrosting the certificate rate,it is quite likely that here again,little will be done to raise thisrate in the near future^ There - is. a possibility, however, withthe return flow of currency, arid increases in gold holdings^ moneyrates might eise somewhat; which could: defrost the certificate rate;but not in the jdirecfion th^i^;heihg ^;WK^ly talked about -

FAVORITES ] . ' : -

Reports by the Trea^y;6n ;^ernmeht|securU forthe period endjed Oct. 31,1946, agaihjshowed that the 2 xAs due"1956/59were the /favorites among the commercial banks. ...
During the month of October these institutions bought $195,-000,000 of this bond, which compares 'with purchases of $253,-

,executive looks , for a general
downturn in business,, but thinks
his own business will be as good
or better than in

. 1946. Apparent^
ly, for once,; the Vother guy's**
pastures don't look greener.

000,000 during September, th(^ >biilk of wbich;were made in the
last;half; off thajt^ month; after^;thev|2MsTbec^e^ligible^for the

1■

deposit banks..
? ^

Savings banks were the largest sellers, followed by other in¬vestors and life insurance companies. ... Small amounts of the 2sdue Dec. 15, 1952/54, as w^U as the 2V?s due Sept, J5,"1957/72werebought during October, while the 2%s dud;March 15, 1956, were sole'in a minor-way by the commercial banks. . Among the; partiallyexempts,^"■■the:^ 2W% *due;*1955/6b:;^ ^ again the largest purchases6f:"the^deposit banks:-

Outlook for Railroads
(Continued from page 862) v • .

higher levels of optimist to the" ing. the scale of business recessionabyss of pessimism when huge thinking.

announcement is made
of the association with our firm of

Mr. Harry W. Lussey
formerly assistant secretary of manufacturers trust company(investment analysis division)
;;;- *■;

;;; y

as manager of ourx'J" ~ ^ V% K r V r - \ K */ * * / - /V
- I i ' fx ,

^ ^ ' 1 " >S
Vsu I yj

government bond department
t

mr. lussey WlClL specialize as consultant in gov*;;; erkment bono portfouo "management and in taxmorlems as they relate to such management.

J. A. RITCHIE CO., INC.
70 PINE STREET NEW YORK 5, N» Y»

tel. whitehall 4-5140
FEBRUARY t; 1947

losses have been incurred, and
this fact, in many instances, ac-
counts for the abject surrender,
Such nebulous thinking soon gives
way when improvement sets in."
I see no reason to change my

thinking!

Conditions Favor Upside
Basically, I have believed con¬

ditions strongly favor the upside.
I can't tell you anything new

there—National income up .over
100% from 1940, farm income up
183%, weekly takerhomeSpay
70%, cost of living 51%, 8 million
more workers, higher standards
ofJiving. " !
Money in circulation or on de¬

posit at 108 billions has tripled
since the beginning of the war.
Total liquid assets (including {the
foregoing) are also over 3 times
what they were at the end of '39.
Surveys have been made show¬

ing that automobiles have not
been priced beyond thefreach of
ability to buy. Construction is
slated to set new records.
; What does all mean?;: I can
understand hoW contraction could
make fast and sharp changes inthe basic fundamentals that cur¬
rently shape up so strongly. WhatI can't figure out is how. so many
economists cart predict -^a: sharpand short recession for '47 to be
followed by years of prosperity
Incidentally, we noticed recently
some changes in thinking,^^ soften-

li We are making the necessary
adjustments (and taking them in
stride as we go along), why do we
need the slump? I would rather
ride one horse and continue to feel
we .can do O.K. in 1947 than to
attempt to have everything: fig¬ured out so perfectly.
At a dinner I attended .two

weeks ago, about^;the oidy he6rs
present were; the chart readers
and a few economists. This struck
me as significant! ;
; Among;others present was the
chairman of the board of a large
dry goods chain. Contrary to what
ypu nught have expected, he felt
very optimistic on '47 prospects
He believed '47c sales would at
least be equal to '46, and that
profit;margins would be greater.
Hef believed the well run compa¬
nies, in maiiy cases; would earn
^re^per'common VfehareUhah; in
'46.

The farm} situation was dis¬
cussed : by an accredited expert
and he strongly believed that
overall farm income would not
show too;much of a decline, at
the same time pointing out that
the position of the farmer as a
class has improved to the point
of extreme well-being and afflu-
enc^-with: assets ; way up and
liabilities sizeably diminished.

enjoy reading the
"Fortune". Poll of Business Men in
the February, 1947 issue. It shows
that the average high-ranking

Adjustments FromWartime
'.".v ■ -Economy.'} f-

After five months of excruciat¬
ing mental; anguish and torture*
during: whicli: tiihe;everyone; (hv
eluding a certain laundrywoman)became Dow-Theory minded, and
during which time the front pages
were filled with economist pre¬
dictions (mostly bearish); some
people; are}ready}to;el^
period as an "econocomical" trag¬
edy 1of shallow;measurement Id
missing the real ipiport of'the low*
ering markets forwhat they wer6,
namely,: an adjustment iromi the
wartime phenomena to a realistic
business condition. f:
;Te • begin with} <we*ve settled

down a little.: freTOthe}panicky
emotionalisms ;characterizing the
September markets, , Hysteria is
giving way to reason and realistic
approach is replacing, surre^lisml

-

Railroad Situation .'

Well, enough of this "Lady in
the Dark" submersibn.; ■? rm^ sup*
posed to be here on railroads.
We believe generally that busi¬

ness;prospects' are favorabie and
maycontinue so for some long time.
A recession or;; depression may
come eventually, but we'd rather
confine ,our .worries to the next
six months to a year, rather thaii
to torment ourselves over a five
year outlook. Someone has said),''You can be right on predicting a
bust if you repeat long enough^
It looks like somebody has been

left {holding ;the vDow-The6ry an<|Recession bags! V Good stocks have
come }4>ack; nicely^c ett a i n Ijr
enough to thoroughly perplei
many; people who followed blind*
ly the; exhortations of many peo¬
ple previously; unknown as stock
market prophets. We are all fully
Cognizant of higher break-eye^points and the; potential; weak¬
nesses that may continue to cause

flighty ups and downs in the fu¬
ture. Basically, however, it seems
as though the "depression by
propaganda" is over and the bid
"wolf" cry ;wbn't have any effect
until something more solid is be-
bind th6' cry. : "What, .do we , do
"now, doctor?" ■ '>

, .. -j

We don't profess to be econ¬
omists! We do spend some con¬
siderable time on railroad securi¬
ties and estimates and, at times,
have come up with some fair cal¬
culations. " A
A year ago under these aus¬

pices, we sounded a warning note,
particularly regarding the majoir
eastern carriers and our marginal
earners, and I don't think my re¬
marks at that time were too
popular. «£ " '', Wi \ ^
As I recall, quite strong antag-r

onisms developed to my selling
recommendations of many mar¬
ginal and non-dividend-paying
rails.; ' •

• We were then concerned with
the OPA's disregard for industrial
profits, the rising costs in all
businesses (particularly the rais¬
ing of "break even" points 1 inj
heavy industry^ iticluding the
rails), the ravenous desire of la-
Iwr to show its strength;the weak¬
ness arid ineptitude ofvthe goverri-^ment, and many - allied- reasons*
signalling caution.;: : } - ' ; \At the time, the market wasnT
ready to accept this reasoning; la,
retrospect,: the market sold off for:
these causes after costs were be-jing >; brought in line, OPA '.rwas:
strangling itself; government was!
showing vsigns of; asserting; its;
leadership, and strikes were more
of the "serviee" type (which a!-'
ways come after) than the real in¬
dustrial tie-ups. ^l^bor has since
adopted a more friendly and con¬
ciliatory attitude, probably more
directly - traceable to a desire for:
peace and earnings on the part
the rank and file,.than to a desire-
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on , the/,part • &f labor leaders ito
give up their newspaper headlines
or their craving for power.
The whole picture is totally dif¬

ferent from just 12 months ago
when bullishness, was universal
despite so. many uncertainties. ,

A number of reasons were given
as to why certain roads in '46
might not earn anything, and ye^
at the same time we stated that
in our opinion,. at a later date
railroad securities would be on

the bargain counter and would
make for excellent investments. \

. We never anticipated the col-t

lapse we'vegseen! We believe
many securities are cheap and we
don't expect; they will sell agaid

•

as low as last year. Not; for a
: long period" anyway. I'm sure yoijj'

will agree, vthat certain adverse
• developments peculiar to the rails
• alone vitiated values inH946 and
that they are not likely to be re-,
peated for some time, if ever. (

• Looks for A "Constant Dollar" 1
• A more "constant dollar is aj
•bullish point likely to re-enter thei
national picture in 1947. Costs are:

of paramount! importance to the!
rails, and ag they can be stabilized;
or brought under control, net re¬
sults will improve.
' We have had certain reserva-;
tions concerning the theory that
railroad revenues should run

about 6%? of national - income.
Railroad revenues can only bear a
valid relationship to national in¬
come if the price and rate struc-l
tures remain stable, which obvi¬
ously has not been the case over!
the past few years, and particu-j
larly. in . 1946, when the Depart- j
ment of Labor index of wholesale
prices rose approximately 25%
:lrom the end of 1945 to the end
Of October, 1946. •< " . :

\ Fjor exampl£ We find that rail¬
road revenues- were 5.5% of na-

jtibnal ino)i^e in-.1940 and rose to
'6.1% in 1942-43, then- declined
steadily-to £.6%£in1946r;Natibnal
income in 1946 was $4 billion
<3%) higher titan in 1945,' in;the

■ face of a 17%i drop, in the federal
Reserve •Board index of industrial

production.' The answer to this
: diverse ippy^^gjappears /tp- -lie
in a!'sharp . increase in prices,
rather than volume. " ;

v* Railroad traffic, as measured by
ton miles, bears a closer, relation¬
ship to the-Federal Reserve Board
index, and 'appears, to us to be
more significant. With the Fed¬
eral Reserve Board index now

around the 180 level, if ton miles
bear the same relationship as they
did in 1946, revenue ton miles in
1947 would total approximately
620 billion, or 5% above 1946. and
result in a total overall gross
bf approximately $8,400,000,000.
However, we're more conservative
than that, as I shall soon show.
It seems to us that we could ac¬

tually see a lower price level in
1947, cutting national income,
Without !a reduction in overall
business or rail revenues. If this
does eventuate, then the ratio of
operating revenues to national in¬
come could quickly climb back to
a 5.5 or 6% ratio.

- We can skip over the boats and
trucks; ^The boats aren't running
independently .because of high
costs, and I don't believe truck in¬
roads anywheres near as
serious as during the '30s.

Absorbing Cost increases .

The railroads have always been
able to absorb cost increases in
the past—give'n time—and we be¬
lieve they will in the future. You
Joad /about the New York Central
laying off 7,000 men. You can bet
many other; roads are doing.at
least that. We know of a number
Who are going much further, Real
savings may be expected! ;

^ The principal savings come from
the never ending.stream of money
going into improving the proper¬
ties—elimination of : curves

, and
grades,^ terminal improvements,
new;Diesels and freight cars, to
radically redyce maintenance and
*)?ake earnings—all of which rep-
resent expenditures . of over. $3**
200,000,000;; ih^vti^o v six:; Weatr

including $565,000,000 in.? 1946.
Those -roads with cash and credit
will be the pace-setters for future
modernization and efficiency. . t
Net current assets still run over'

the $1,900,000,000 level, which i$
a tidy sum for future moderniza¬
tion. From Dec. 31, 1945 to. Oct.
31, 194-3, net current assets were'
reduced by only $300 million, de-'
spite lower gross, higher wages
and slightly increased freight rates
for six months. (Carry-back cred*
its appear in the current assets
and liabilities accounts as accrued*
Thus, with the indications of sub-i
stantial credits occurring in. De-t
cember accounts, net current as-j
sets at the year end may be' ini
excess of $2 billion.)
The sharp increase in labor,

costs last year has provided addi-j
tional incentive for capital im4
provements, especially in view of
the industry-s strong financial pd-i
sition and the ability to finance!
the bulk of new equipment pur-;
chases at very low cost. Railroads
expenditures for additions and;
betterments in 1947 will run far:
in excess of any previous year—'
assuming no strikes and ability to1
get deliveries. The year is start-!
ing off with projected first quar-i
ter expenditures of $228 millions, j
more than double the first quar¬
ter of 1946. The increase is prac¬

tically all for equipment, a ^siz-i
able portion of which is for Diesel!
locomotives.

New power and tolling stock;
will make for sizable economies,]
both in transportation and main-j
tenance. Present ■ tightness in
equipment has forced the rails to
spend large sums on cars ready
for scrapping in order to alleviate
the shortages. Receipt of the .new
cars will immediately be reflected
in lower cost ratios. This improve¬
ment will continue into the future
as the new replace the old. 4; /' \
Don't overlook power improver

ments this year and in the future.
Diesels replacing 'old *steam -\yill
result iii tremendous saving^; for
some roads and the likelihood of
the coal-fiired gas tubine locomo¬
tives even •' accomplishing 5great
operational savings over the mod¬
ern Diesel■'
new horizom £

The Railroad Wage Question ;

It is possible that'no large in¬
creases in wages may." result from
this year's wage negotiations. Bar¬
ring certain work rule changes,
i not much additional costs may be
saddled on the roads. This would

certainly be a bombshell to the
people who have, feared the worst
for the rails. We have talked ,to
a number of roads, and, on the
assumption the Supreme.. Court
will outlaw strikes against the
people, they don't seem nearly as
troubled by the wage question as

newspaper accounts would have
you believe.
We also receive reports that

there is much agitation and com¬

plaint by men against the Crosser
Bill. The additional benefits re¬

ceived by the employees aren't in
proportion to the increased costs.
The men now pay 5%% of their
pay in these taxes—way above
other industries—and they don't
like it. On some roads there is a

definite move on the part of .the
employees to have the Crosser
Bill killed.

We have also received informa¬
tion that in some cases the men

are taking informally to the man¬
agements, something almost un¬
heard of for many years. I think
you might gather fromthatre-
mark theTdea that some;cases
the men themselves may be a lit¬
tle tfred of entrusting /their lives*
to outside union leaders.-: There
may be some real significance at¬
tached. I. V'*
Since emerging from the eco¬

nomic dungeon, I've been trying
to skip over matters to come to
the nut of the story. /,: .

i Using the seemingly very con¬
servative estimates of ,534 billion
ton miles put into the rate ease by
the railroads, and making provi¬
sion for the rate awards, we come

up with a gross of slightly under

$8 billion. As we view the- situaj
tion at present, this estimate may

ru^ 30 or 35 billion ton miles on
the* low side, or 300 or 350 million
dollars- too low. There may even
be a higher passenger volume to
further augment the gross amount.

. Also,' after making only slight
adjustments in the .railroads' ex¬
pensedteihs; We come "1$ with a
figufC^bf $915^)00,000, in tiet rail*
way operating income, after $327,-
000,000 - of -Federal income taxes;

XncpnieJ available; forv charges
comes to $1,054,000,000. Deducting
charges of $473 million leaves net
of $581. million. This final figure
might easily run up tq $700 miln
lion, depending, of course, on

gross running larger and 110 wage
increases: Net income in 1941 to¬

taled $500 million, and $643'mil-j
lion; inxi944, the latter, of course,!
bein£ Rafter heavy excessrprofits!
taxes. - X';'
In the final analysis, I don't see

much difference between the rails;
and any a other heavy > industry.;
1946 gave you a good indication of?
what certain industrials and the;
rails could do under trying con-j
ditions. ' :
Just reflect for a moment on!

some of the additional handicaps,
militating against, railroad secur-1
ity values in 1946., First and fore¬
most .(especially in the latter
reaches of the bearish sentiment)
was the "long" wait for the addi-;
tional rate increases. You remem¬

ber the agony of living through
each 24 hours awaiting the deci¬
sion;;- You' remember, too, the
havoc, that broke in our midst
back at the botton levels in Sep¬
tember when the railroads' esti¬
mates for 1946 and '47 were pub¬
licized. The ICC asked for and

got a set of figures purporting to
jde/estimates for; '47. What could
the railroads do except approach
the impossible by being conserva¬
tive on gross and generous on ex¬

penses?; ^Si'x 'mofiths later We're
still -all at sea on: l94T business

projections/ At* least ^you will
grant publication of the figures
din't help the rails.
/And/of course, you know the
history of the wage awards months
in advance of any. relief and a

year ahead of anything sizable.
■"The wonder is the rails did as

well as they , did .on these and
other industrial diseases hamper¬
ing>pr6ductidii iri'1946; •

Transportation costs increased
sharply last year—mostly because
of direct cost rises. There are a

couple of other phases that con¬
tributed importantly also to higher
costs. • •, ■> j
The railroads work a six-day

week and 'industry usually' only
a five-day week! * You can see
immediately that railroad effi¬
ciency is curtailed greatly through
forced stagnation over the week
ends. It seems that industry will
embargo its production before
long unless the roads can get some
cooperation. Car shortages are
everywhere and no relief is in
sight. Actually, despite sizable
new car orders, available volume
bids fair to far exceed capacity
within the next few months.
Through no fault of the rails, bus¬
iness might bottleneck from car
shortages.r Cooperation • would
mean faster speeds, quicker turn¬
arounds, less plant switching, etc.,
all resulting in lower transporta¬
tion costs.

. A factor of likely importance
but impossible of calculation was
that concerning the personal feel¬
ings of the engineers and train¬
men (together with sympathetic
feelings towardv them by other
workers) when the railroad strike
last year was "busted" by Presi¬
dent^Triimdn; The ineawe^e cas¬
tigated as "un-American, Commu¬
nists, renegades," and naturally,, it
didn't set well. *' - <

i: As you would expect, a sulking
reaction set in, which was costly
to the roads through a loss of .good
will and full cooperation. This
"I'll be damned if I do anything
I'm not' paid for or don't have to
do" attitude will only; be softened
by time, and let's say that time
nasi been healing some of the

sores. If the Supreme Court rules,
in the John L. Lewis case, that
strikes% against the people are
"out" there is nothing in the rail¬
road labor picture that cannot be
settled, amiably, around the table,
loith management making some
concessions and labor promising
to give a dollar of work for a dol¬
lar of "take home" pay. The real
clue as to whether 1947 will be a

year of labor-industry peace, high
production and profits would ap¬
pear to hinge on the forthcoming
U. S. Supreme Court decision in
the . John L. Lewis case.

Not Bearish on Rails

Generalizing on the rails isn't
the answer! Furthermore, I can't
swallow the persistent bearishness
on the rails in the light of excel¬
lent earnings possibilities. One1
would think they were still at the
highs made last year. Does it
make sense to expect securities of
industries important to .our well
being to sell at. only two pr three
times likely earnings?
If

, so, I fear- something im
our evaluations is entirely side¬
tracked! Further even granting an
eventual recession, how long must
one hang in anticipatory suspen¬
sion before the vultures devour
the carcass?; I've always gone 011
the theory; that if the tangibles
outweigh the intangibles, the rela¬
tion of price to earnings is your
best yardstick.
Coincidental with the recent

rise in railroad values, we've seen
stories to the effect that the im¬
pact of the full rate increase of
17.6% (as against none last year),
better efficiency and higher load¬
ings will result in earnings for
January, 1947 far over those of
1946. ; Ordinarily, these proven
measurements t would bring; in
such a return. What I say now
is a temporary distortion and will,
in time,-be.evened,out nicely* but
against! the, .favorable items;men*
tioned we have to. remember that
in January and February, 1946 the
accounts did not carry the retro¬
active wage awards of about $51
million for January and $46 mil¬
lion for February—thus, in effect,
making January, 1946 look about
$37 million; better, after charges
and tax corrections, than it actu¬
ally was, and February about $33
million better. The 1946 wage ad¬
justment was mostly carried in
the March figures . when a re¬

ported $49 million deficit actually
amounted, on adjusted wages and
taxes, to about $19 million net
after charges. That month will
be a big one!
I also wish to point out that

passenger revenues in the first
hree niohths of 1946, because of
the return of the troops, had de¬
clined but little from the 1945
level. In some cases, the loss of
passenger business in the first
quarter, of 1947 will.cut heavily
into, increased freight revenues.
Here again, the net effect wilt jbe
to temporarily adversely militate
against the sort of earnings re-
qorts most peopiowill expect. For
the $ year ; ; 1946 : total passenger
miles were off 29.2% as compared
with 1945, as against a decline of
only, 1.2% ip January, 1946.
In" "other words! in order to not

be misled, make allowances dur¬
ing the first three months for thO
most unusual distortions arising
from the wage and passenger phe¬
nomena of 1946. ; , •

I point this out so that you
won't be completely astounded as

to why the roads didn't do better
when the reports are made. Make
the above allowances and I'm sure

you will be completely satisfied
that real efficiency is returning.
Well, let's not quibble! What is

most important is to find which
roads are going to* make the
money. .

Naturally, in view of territorial
shifts since 1940, you would ex¬

pect a totally changed picture in¬
sofar as many railroad bonds are
concerned. Prices will respond to
earnings, especially in the income
and junior bond fields. Some of
these income • bonds will, in my
opinion, be acceptable for insti¬

tutional purposes, and many will
show interest coverage a number
Of times over. Many junior bonds
selling at very large discounts
will cover their interest two or

more times, I might also refresh
your memory that these compa¬
nies through reorganization, are
just about guaranteed from future
insolvency. \ -
We may also see a few "new",

refunding operations as conditions
improve. Don't count them out!

Preferred stocks in some cases
indicate earnings surpassing pres¬
ent selling prices. Preferred stocks
of the rails possess high leverage
qualities and can "run with the
wind" on the upside. ,

We see. many; common stocks
selling at three to five times pos¬
sible earnings that offer every
likelihood of selling considerably
higher.
In 1940 Santa Fe earned $2.60

per share versus $13.51 in '46, and
possibly $14.00 in 1947. f (Burling¬
ton about the same in each case.)
Great Northern earned $4.08 in
1940 and $7.5*3 in 1946, and pos¬

sibly $9.50 in 1947. Illinois Cen¬

tral Earned 13c in 1940 and $4.67
in 1946, and possibly $8.69 in ^947.
New York Central earned $1.75
in 1940 and a large deficit in 1946,
and might, under favorable cir¬
cumstances, show $2.00 this year.

Nqrthera Pacific earned 83c in
1940 and $3.58 in 1946, and pos¬
sibly about $6,00 in 1947. Penn¬

sylvania $3.51 in 1940, a deficit
of about 70c in 1946, and perhaps
earn $2.25 in 1947.
In other words, don't just buy

rails^ buy indiyiduat; securities.
V;/:- ,

Joseph Janareli Admits
Patterson As Partner ;
Joseph Janareli has admitted

Howard G. .Patterson- to partner¬
ship in his investment business

Joseph Janareli Howard G. Patterson

and the firm of Joseph Janareli &
Co. has been formed with offices
at 120 Broadway^ New York City.
Mr. Janareli has been doing busi¬
ness as an individual dealer and

prior thereto was a partner in
O' Connell & Janareli. Mr. Patter¬
son was in the trading department
of Freeman & Co. .... . ;

Marshall Morse With
Amer. Securities Corp.
The American Securities Corpo¬

ration, 25 Broad Street, New York
City» announces that Marshall S..
Morse is now associated with
them as manager of their Muni¬
cipal Department. Mr. Morse was
formerly with Lehman Brothers
and until recently with J. R. Wil-
liston and Company.

Dillman A. Rash to Be
Hiliiard Partner
LOUISVIIXE, KY.—Dillman A.:

Rash on March 1, will become a

partner in J. J. B. Hiliiard & Son,
419 West Jefferson Street, mem¬

bers of the New York Stock Ex-,
change and other leading ex¬
changes. Mr. Rash has been with
the firm for many years.

1
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Canadian Securities
By WILLIAM J. McKAI

Undue emphasis has been placed on Canada's unfavorable trade
balance with this country. This has contributed in large degree to
the volume of liquidation of Canadian securities which now, how¬
ever, appears to have passed its peak. It has also caused doubts in
some quarters concerning the ability of the Canadian dollar to hold
its own at parity with the U. S. dollar. This in spite of the fact that
when the Canadian dollar was es-«* 1

tablished at 10% discount the con- dian foreign exchange• position
census of opinion envisaged the
Dominion currency at par and
possibly at a premium as and
when the exchange would be per¬
mitted to find its natural level.
Now as we approach the period of
operation of the ; International
Monetary Fund the test of the
true international value of the
Canadian dollar is at hand. '*/ //
It is timely therefore to analyze

some of the pertinent factors in
the case. ;; In the first place the
Dominion imports from this coun¬

try: during; 1946 were /abnormal
largely owing to the stimulus
given to purchases in this country
as a result of the revaluation of
the dollar. It is estimated that
Canada lost on balance during
194J about $500 millions of her
reserves of U. S. dollars. When it
is considered, however, that the
Dominion commenced the. year
with a balance of approximately
$J,506 millions this efflux is by
no means embarrassing. On the
other hand when we turn to the
Dominion's overall balance of
trade the picture is entirely dif?
ferent. During 1946 despite the
extraordinary volume of imports
from this country, Canadian trade
with all countries resulted in a

favorable balance of nearly $400
millions. Thus as soon as multi¬
lateral conversion of international
currencies becomes an established
fact with the imminent operation
of the International Fund, -the
CanadianV dollar should become
one of the "scarce" currencies oi
the world

A still clearer conception is
gained by a review of the Cana-
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just prior to the war. At that
time the; Canadian dollar was also
at parity with the U. S. dollar but
the fundamental situation offered
no comparison with the present.
In spite of an almost doubled gold-
production and a far greater in¬
flux of tourist traffic the Cana¬
dian financial authorities were

constantly exercised to meet the
U. S. dollar debt service. The
situation now is immeasurably
changed.
Before the war the volume of

Canadian bonds payable in U. S.
dollars at one time was well in
excess of $3,000 millions. At, the*
present time following a steady
program of foreign debt reduction
the ; total is not above $2,000
millions U. S., and the British
debt has been almost entirely
eliminated. Moreover with Can?
ada's growing stature as an inter¬
national* lender the foreign debt
service will be increasingly offset
by. interest receipts from abroad.
During the war the Canadian

economy has been revolutionized
as a result of the tremendous up*
surge of Dominion industry. To¬
day Canada; is pot only the
world's leading supplier of pri¬
mary products but is also an im?
portant exporter of manufactured
goods. The ability and foresight
that has marked Canadian inter*
nal management has been extend¬
ed to foreign trade in which field
there is no doubt that-the fDo¬
minion will play a leading part.
Moreover it can be yseehpihat;

Canada is merely on thje threshold
of ultimate expansion. With fur¬
ther exploitation of its fabulous
Laurentian Shield, the Dominion's
production of base metals, gold,
and Other precious metals should
.ncrease enormously. When it is
also considered that the migration
of foreign industry to Canada is
only in its early stages, any doubt
concerning the future strength of
the Canadian dollar should; speed¬
ily be dissipated/
During the week there was the

same pattern of strength in both
the internal and external sections
of the market but turnover was

on a . limited scale. Free funds
were again strong an$ a new high
level was attained of 3%% , dis¬
count. Considerable interest was

displayed in the forthcoming
Abitibi refunding issues payable
in Canadian funds and also the
$77 million. City of Montreal Re¬
funding; issues payable in U. S.
dollars.

Canadian stocks were firm with
continued activity in golds and
base metals.

SEC and Mining Securities

H. Y. Moser in Spokane
SPOKANE, WASH. — H. Y.

Moser has opened offices in the
Hyde Building to engage in the
securities business.' Mr. : Moser
was previously a partner in Moser
& Blankenship.

(Continued from page 871)
formation in the registration state¬
ment.

Least Possible Interference

Without departing from v. the
fundamental purpose of the Act
to afford certain protection to
investors, the . Commission lias
striven to make it possible for
issuers of securities, and for those
who sell, them, to finance -their
enterprises and to engage in their
activities: with the least possible
interference. We have a long es¬
tablished /practice , of consulting
with those who have an interest
in the effective-functioning of the
Acts which we administer. Even

proposals which originate within
the Commission are submitted to
interested persons in the indus¬
tries affected, to the securities in¬
dustry, and to others so that we
may obtain the benefit of their
suggestions and experience before;
the proposals are adopted. We
are continually trying to eliminate
requirements which experience
may indicate are unnecessary for
the protection1 of; investors. .We
are always trying to simplify; our;
procedures, and to make compli¬
ance with the- Acts vve administer
as simple and as inexpensive as
possible.,

Form S-ll for Mining Companies

4 In furtherance of this policy/
in March, 1945 the Commission
adopted Form S-ll for:, the regis¬
tration of shares of exploratory
mining corporations.- This form
dispenses, with the; requirement
for the certification of financial
statements by independent ac¬
countants, items have been elimi¬
nated or shortened, maps and
engineering reports are hot gen¬
erally required, Vand other sim¬
plifications have been made. A
booklet was designed for use in
connection with the form, and to
aid registrants: in preparing reg¬
istration statements. It contains a

digest of pertinent matter taken
from the Commission's formal-
opinions which bear on problems
that may arise under the Act in
connection with small mine fi¬
nancing.
Regulation A, which permits an

issuer to offer up to $300,000 of
securities in any one year, can be
used to offer the securities issued
by most mining corporations, ' As¬
sessable stock may be offered un¬
der this regulation if the assess¬
ments legally leviable on the stock
are limited so that the aggregate
offering price of the stock and the
assessments cannot exceed $300,-
000. No prospectus need be used
in connection with - this offering,
and the letter of notification re¬

quired to be filed can be prepared
quickly and without expense. The
use made of this Regulation should
not be underestimated. Many
small mining ventures, by com-
olying with this Regulation, have
been able to

t obtain financing
quickly and without registration
under the, Securities Act. In ihe
calendar year 1946 there were

nearly 200 such filings covering
an aggregate offering of approxi¬
mately 19 V2 million dollars / of
mining securities. In March, 1945
the Commission also adopted Reg*
ulation A-M to provide an ex¬

emption from registration for of¬

Wood, Gundy & Co.
Incorporated

14 Wall Street,5 New York 5
Toronto Montreal Winnipeg Vancouver K London, England

ferings of assessable shares of
mining corporations to a maxi¬
mum of $100,000 in one year.
These progressively simplified

forms and methods of compliance
with the requirements of the Se¬
curities /Act were, ias you khbw>
adopted only after consultation
with, the representatives ; of; the
mining industry. In many cases,
as in the case of the adoption of
Regulation A-M, many of the pro¬
visions of the form and of the
regulations had been urged ;by
various members of the mining
field. The Commission has always
benefited from the suggestions of
various mining men, mining or¬
ganizations, and others interested
in the sale of mining company

securities, who were furnished
draft copies of the forms and rules
for review and criticism.

Simplification of Registration
Process

As you know, the Commission
has recently announced resump¬
tion of the program, interrupted
by the war, for joint study, with
interested groups, of the provi¬
sions of the Securities Act and the
Securities Exchange Act. Serious
effort is now being made to dis¬
cover ways and means of arriving
at a common agreement as to
changes desirable in the public
interest, and consistent with the
protection of ; investors./ Among
the major problems to; be con¬

sidered will be some simplifica¬
tion 'of the: registration process,
and methods of making more
generally, available to prospective
investors the information in a

registration statement.
: It is hoped that appropriate and
Workable proposals will be sub¬
mitted to the Congress in , the
near, future. Since the Commis¬
sion is interested in the views of
all persons who feel that they
can contribute helpful comments,
I urge; you to cooperate .with us
and, to present your yiews and
suggestions. • ' M
: Our, constant effort to find ways
to simplify our registration proc¬
esses and to make more generally
available the conditional ■exemp¬
tions permitted by the Securities
Act must, as I have mentioned, be
fitted within the /fundamental

purposes of 1 the aAqt: ;to^provide
iull and fair disclosure ofrall per*
tinent information, and to prevent
fraud in the sale of securities.
These two ideas of disclosure and
fraud prevention are not unre¬
lated. They are complementary
concepts fitting within the same

pattern. Of course the Act pro¬
vides penalties for using, any de¬
vice, scheme, or artifice to de¬
fraud/ or for willfully misstating
a material fact in connection with
the sale of a security. But it goes
beyond this. It is intended not
only to punish the violator, but to
protect the investor. It is the pur¬
pose of the disclosure require¬
ments toj stifle fraud before it
occurs.

We know* that those persons
who have dedicated themselves to
making the mineral resources of
this great nation available to the
people, and to

, the/; industries
which need them, frequently -face
many obstacles before their ef¬
forts are successful. We must re~
member, however, that some of
these arise from the fact thatmin¬
ing/financing possesses character¬
istics which differ from those of
ordinary industrial financing. One
Important, difference is the in¬
creased speculative element fre¬
quently arising~frem the continu
ing need to find new sources of
metal. While this factor may not
be sogreat inthe developed/en*
terprise,; it is always necessary to
consider it. , <

If the public is to retain suffi¬
cient confidence to invest in min¬
ing enterprises, "investors must be
able to get a reasonable amount
of information; sufficient to make
an informed judgment whether
they want to take whatever risk
may be ipyolyed^ . They, shpuld

ordinarily have information con¬

cerning the property, the manage¬
ment, the program, the uses to
which funds will be put, the pro¬

motional features of the transac¬

tion, and the costs of distributing
and underwriting the securities
being offered. It should not be
possible for the unscrupulous pro¬
moter to use the speculative; na¬
ture of some1mining enterprises
as a means of developing his own

schemes to promote the securities
rather than the mines. * •

Promotion of a New Company
For example/it is important fqr

the investor to get a short but
clear story of the/circumstances
surrounding the promotion of a

new company.5 The facts on this
frequently determine whether the
projected enterprise is a promo¬
tion of mining or merely of stock.
The Act, of; course," does "not au¬
thorize the/Commission to deter¬
mine what promoters shall take
for their services. No one at the
Commission wants the•.power to
make decisions of this kind. How¬
ever,: it ig. important'that /the pror
moters' contributions and rewards
be fully disclosed, and that no
false statements bemade . in re¬

gard thereto. If a registration
statement and prospectus are to
contain adequate disclosure, both
the nature of the promoters' con¬
tribution and his compensation for
it must be set forth clearly and
not be buried beneath a mass of

complicated- transactions between
the promoter and the corporation
during the stage wheq the corpo¬
ration is but the promoter under
a different; name. A

, promoter's
services may be very valuable to
the corporation, or they may be
worth nothing at all. The poten¬
tial investor must be in a position
to determine, this question • for
himself from all the facts.

, The' agency which administers
the Securities/Apt;hRs;no fpo^e^
to substitute its judgment for the,
judgment of. issuers,., underwrite
ers, br others, . ip determining
whether, an issue should be of*?
fered or sold. It is not our func-?
lion to take any action which
could be construed as approving
or guaranteeing that the securities
being offered are sound,, or, that
they:will-earn a profit:, No. one at
the Commission wants the power
to decide what
offered or sold, or at what price-
No one wants the power to dic¬
tate business policy. I believe that
as .Government Administrators, it
is our function to be / impartial
referees who keep our eyes on all
the players to make sure that the
rules we are required to apply;
are applied fully, fairly, and sen*-
Sibly to carry out the /purposes
which the Acts we administer
were intended to accomplish. ,

1 However, we must all realize;
that the Congress has given us
at the/;Commission the duty to>
make sure that.-the distribution o£
securities iri interstate commerce /
or . through the mails meets the"'
minimum safeguards for the pro¬
tection of investors set up under
the Securities Act. The Congress,/
in /effect, /has declared

, that the'
protection of their interests is *
one of the cornerstones on which
a sound national economy/must /
rest/ We at the Commission must

enforce /and ; administer our Acts
so as to honor this mandate. We}
believe that this legislation rep-/
resents no startling departure
from accepted American standards/
of fairness and honesty. We urge

your / Cooperation in maintaining/
these standards. •

. ^//////'i/

Burton & Co., Inc., Is -.
Formed in Houston, Tex.
// HOUSTON, /TEX. — Burton
Co., Inc., has been formed with
offices in the City National Bank
Building, v Officers are G. Burton /
Liese, Henry W. McCormick and/
Garrett R. Tucker, Jr. Mr. Liese |
was formerly with Allied Over-/
seas, Inc. -
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(Continued from first page) ,.
ize, or soon will, that nothing can
be' gained by making faces at
one another, that cooperation
alone pays dividends in general
well-being. If, in and. put of Con-
gres£/$burid^ile^rshipXpreyails,
we soon should get into full pro-

; auction;-I.; / ^.
But what of our. price struc-

ture—how do we protect it? The
way to solve that problem is first

. to ihquire as. to what makes the
mechanism tick, then to, eliminate
whatever would hinder or dislo-

*

«dte: it; In ^ so doings it; is rindis-
- fmrisable to rid ourselves of pre-
: conceptions, to discard thinking
- by^slogans and ;pu^ prbpbsi-
* tidns to the test of common sense.

For, example:
* "One World" sounds fine, yet
-

it doesn't alter the fact that man¬
kind Uvea in different worlds, so¬
cially, politically, economically.
"'The interdependence of Na¬

tions" is a fact to the* extent that
all hations depend upon one an-

"

other fbr things they need btit
:
do not produce. Beyond that in¬
terdependence eiids/ and sover¬
eignty begins. Hence no ^ sover¬
eign

f nation, invoking interde-
; pehdeiice, may justly claim that

[ proiitlHil
[only to the e&te$t^

! the natural forces are given free
. Flay. If, because they are im-
]pedebtimb^
[sists, if its, aggregate is substari^
tl^iihedSf6reigi|^^a&e^ases>tp

, foe profitable because a problem
. of transfer is created whose diffi¬

delity of solution is in exact ratio
.to the amount of imbalance in¬
volved. Loans, as correctives of

[ imbalance, merely-perpetuate dis-
_ equilibrium, invite ultimate re¬

pudiation and strain international
!relations. ^ .""'c -'. , ' i -K',1 f
. "{Stable Exchange Rates", result
.only, from balanced trade,, not
from pacts or agreements, Bret-
-ton Woods to the contrary not-
. withstanding/ The words "fixed"
and: "stable" are not synonymous
,When applied to exchange ; rates
{because only free exchanges al¬
low; the natural fqreeri to oper^
:atej. and any device which im-*
pedes them, creates instability;
.Loans are no substitute for the
.natural forces. If utilized; merely
•to peg exchange rates, they will
obstruct those factors whichmake
.for -balance, thereby undermining
.the, economies of both lender and
.borrower. Thus; to* /peg thJe dbU
lar t'o other currencies in a period
jof uncertainty is to shackle our
.price structure to the internation^
5al price structure, regardless of
.foreign cost Or wage differentials
_<of dissimilar'.standards of life. It
is* to invite the gravitatioh of our
Prices towards, the* level of the
lowest hi the price-fixing com-

trbl- byer, i>Ur owh affairs and to
'Weakbir the nation to no good
Pthpbs^;^#-'1; /• — •,

i 140^^5 Americans, all prd-
t riucersjr all c,6nauihefs;* together
constitute the greatest sir@e inara
kefrkhoWn to man; ldt us keep

. Jt thatrway, .bitjaden it if We can:

.It doesn'tfollbV that; the way to
:Preserye]i| ik/M: ib|fri<ri/6?£blbsd
at v0h! the. contrary, to the ex-
.J^tphat/wri^
.trade, and ;dnly .to that extent;
, we should lei ioWh ihe bars with-
Wm? oi damage to our price
sgUcture. HOW is this td be done?
f«obviously We ; cannot match one

Potty ftorifean;we/offset' aJ given
•amount of purchases by an equal
amount "of sales. Suffice it to

s?ay /that/all:^otu^impbrt^ate all
«our exports go over the exchange,

1 the - suni bf • them all
snakes a true rate of .dollar ex-

Exports create a demand
loirdpllars, lhapori^a supply* Thus*
'the .supply Of dollars 1$ irifcreased;

and American
the rate will fall, put a:brake oh
our further purchases abroad by
making them dearer, arid facilitate
our sales by making our goods
cheaper to foreign buyers. If we
sell too mucli on balance, the de¬
mand for dollars is increased, the
rate will rise, put a brake on fur¬
ther sales and facilitate our pur¬
chases abroad as foreign goods be-1-
come cheaper when measured by
our dollar. \ " y * J w "»

Free Exchange Rates Correct
?■■■' Unbalanced Trade ^ >

Thus it is that a free rate of

exchange Operates as a corrective
of imbalance, immediate, constant
and* continuous. Thus it is that
the nation's price structure is pro¬
tected; for no matter what the
foreign cost or wage differentials
may be, no matter what the sub¬
sidies granted their commerce by
foreign nations, under the re¬

gime of free exchanges the world
must buy from America as many
dollars' worth of goods and serv¬
ices as it sells to America. And
as there is no escaping this Con¬
dition, we can lower tariffs with¬
out fear. Any dumper soon will
find that, afe the dollar proceeds
of his sales buy fewer units of- his
own currency .by reasom of the
impact of his dumping" on his
rate of exchange, he must either
quit dumping or go bankrupt-.

^ S.
*

If America's total tifadie is rib%
doriiestic, 10% forbign, it follows
that the true value of the dol¬
lar must be measured' in terms
of its domestic purchasirlg* power,
the rate of exchange' is not an
expression of its true', value—it
merely is a measure of the supply
Of and demand for dollar ex¬

change. * The;'dollar rate of ex¬
change „ could;; fluctuate 5% in
twenty-four hours without per¬

ceptible impairment of its domes¬
tic purchasing power. Wh^it, theft,
should be our primary cpncefti:
the conservation of a stable home

currency or the pegging of our ex¬
change rate?' Should We subor¬
dinate the 90% domestic to the
10% foreign trade? And, if so, to
what good purpose and for whose
benefit? ( j . -. •

o j - \ , . . / r ... <

Fixed Currencies vs. FreeMarkets

To maintain the; currencies at
fixed rates will require, here and
abroad, resort to loans, to tariffs,
to. subsidies, to quotas arid other,
devices which impede trade at
every turn. It will-make trade
ancillary to money instead of the
reverse which is money's proper
function: [For we cannot have
fixed currencies and also free
markets. Nor can we obstruct the

natrirriL |bfee§;-ahd^ apleVe /bafri
ariced growth of international
trade;
dividual initiative and labor func¬

tioning in open " markets freed
frOm bureaucratic " coritrpls: It
cannot be bought by indiserim-
iriate lending either through a
"World- feank" or a "World Fun"
whose rules and regulations are,
violated befOrfe * the ihk * ori the
agreements has dried: onfe impor¬
tant member Of : these organiza¬
tions, forced by circumstances be¬
yond his Control,: is "already in¬
dulging in unilateral trade pacts;,
another, whose currency is sup¬
posedly linked to*ours on the basis
of .$35 per ounce of gold, is openly
selling it at .$40; a third borrowed
frprit ;m $50; jmllion^ in gpld»td;
"Stabilize" his currency,; which
nevertheless fluctuates between
6,000 and 8}OOQ to the dollar, while
reports have it that our gold went
to line the pockets of those in
control. '

. •
r
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An ^Independent Domestic
Price Structure

Althifo^'ihera^
of .cbriimunications arid.trarisppft
ial;;bfPU^t^d^riebplCi clbscr tp-^
ge|her it dpea^t ^necessarHy: iotf
low that economic ills iioW rintist
spread from country to country

Mtoifreat^

For as the individual may be im¬
munized : against epidemics, so
may the price structure, provided
the right precautions are taken:
To link currencies together under
prevailing cricumstahces is tan¬
tamount to shackling a healthy
human being to one infected with
disease; the contact will not help
the sick, it can only spread the
infection. This is not an argument
for -pcOnomic* isolationism which
is as Unsound as it is unwise. On
the contrary, it is a plea for free
markets, for low tariffs, for bal4
anced trade. It is an argument
for the extension of short seasonal
credits, upon which are based the
overwhelming majority, of foreign
trade transactions, as distinct from
long-term loans which are bad
business1 for both lender and bor¬
rower. •

[ A natural query would be:
were Ariierica to opt for free ex--

change what would other coun¬

tries do? x The answer is that they
would have to follow suit because
the dollar is the only "key" cur-r

rency in the world. A time there
was wheri there were two "key']
currencies, the pound and the
dollar. Their position as such was

due to the fact that America and

England's contributions to the to¬
tal world trade was preponderant;
Together they normally did more

foreign trade than all other coun-i
fries combined./ But the positiori
of the pound as a "key" currency:
has - been • ■ vitiated through ttiei
/■blocked'.' sterling balances cre¬

ated by war . necessity," so that,
whereas dollar balances. belong¬
ing to foreigners may be drawn
down at will) the same is not the
cage with their sterling balances.
A further natural query would be:
in what manner would foreigner^
draw dowri their dollar balances if
we adopt the regime of free ex-:
change? The answer is that/like
our own citizens, they coqld no
longer obtain gold for their dol¬
lars, but only legal tender where¬
with to buy our goods and serv¬

ice^ failing which they could go
to the exchange ^market and1
therein sell their dollars ;against
thefr .own currencies, it will

readily be seen how- this would
protect our price structure, for we1
would either be selling goods or-

services, which is good business,;
or the foreign exchange r rates1
would rise and improve our com-;
petitiye position in world markets.'
.But no special advantage:would!
accrue to us, for what applied to:
America would,: with equal force,
apply to; all nations engaged in'
foreign trade. - • •. - *:•
vvyp* : f c ■ .t ' • v ■

Gold Degenerated Into Object j

, of Speculation j
-j A few years of this regime-^-;
possibly five—would bring a de¬
gree of balance in international
trade relations, fin consequence of
which all currencies would more

-accurately reflect their true rela-
;jrid\ It .£.is?vpriu thoses

rvalues£; /riotrpri rpiiraly: arbitral
figures, that a monetary stabiliza¬
tion plan might be devised. We
should lock up our gold awaiting
.that day, allowing a free market
for.new ^production. There again
supply and demand) .unfettered,:
would set a true value on the;
yellowmetal upon Which ultimate,
stabilization might be; discussed
with some assurance that the sys¬
tem would endure. Present re-;
-strietions On . gold movements are!
creating; black markets every-

where; ;scarcity prices! prevail:
which gave no indication as to
gold's actual worth. Thus it is

friht;p[d%ldsiriglt^
instrument , of exchange 'and as a1
measure of yalue: arid i^ iristesd,;
degenerating, into a medium fori
inerekhoardirig rand speculation:!
The ObriWtioiri thai iiierragime bf
free; exchange" "i iriiglit .^auraxriiiff-
bridled and disruptive spebulatioil
id the foreign exchange market is
Smthout foundation'i fbr'rib^

Jative^^ exbhatrigr^^bperatM bid be
initiated without the active co¬

operation of a bank. As very few;
banks deal in exchange, and as all
are, or should be,, familiar with
their customers' legitimate ex¬

change requirements, a { simple
order from the Federal Reserve
to its members is all that is needed
to close the door to speculation.

> $cafe Down lriterriatibnal faebts
International debts being Basic

causes of imbalance, those arising
from the war should be scalbd
down, with interest rates so re¬

duced and conditions of arnorti-
ssatiott: so eased as to' ekert a min-

imum-/bf/[pressure;';priz the: fex-
changes.; Everything possible
should v be /done to restore the
Pound to its former "key" posi¬
tion; for a prosperous Empire,
with Britain as its core, is indis-
pensable^ tb ^prld brderi ^rilesi
this problem is resolved, England,
for years to come, will be forced
into an unwieldy export position
which needs must keep world
trade in

. constant disequilibrium.
To eke out'a mere exisferice arid
also: honor her obligatidns, by
necessity and not by chdice, Eng¬
land is obliged to resort to con¬

trols... Her population is forced to
accept austerity as a normal con¬
dition of life.: Under these cir¬
cumstances it is unrealistic to de¬
mand of England that she forego
Empire; preferences, open wide
her home markets, eschew eco¬
nomic management. She .could not
do this; and survive. Thosb who
committed her to agreements such
as the Bretton Woods KfOnetary.
Piact were guilty of wishful thirik-
fnfc;.* Fpr though bf:Willtrig,
in so far as present day England:
is concerned, BrettonWoods is but:
an idle dream. vr ://;//

constitute the number one inter¬
national economic problem the
key to which is in the h&ttds pf
Britain's

. creditors, nptably - India,
Egyrif: riria Afgerib[ria» ..ivhb,. mr$.
their very existence to England
and her Allies. For had not the
Japanese been stopped at India's
gates, Hirohito's deputy; would
now be ruling from New Delhi,
arid hopes of Indian independence,
now (so near realization,. would
have vanished into thin air. With¬
out Montgomery at El Alamein,
Rommel would have reached the
Suez/ overrun the -valley of the
Nile, and installed a Gauleiter on
Farouk's throne. Argentina's sole
contribution" to Freedom's struggle
fol survival consisted of surplus
meat and wheat exports to Eng¬
land for which she accepted pay¬
ment in: "blocked^ Steriing,: the
while allied naval patrolsrprotect-
er her shore line. Here/ then; are
genuine: obligations cwhich these
creditors of England incurred and
yfticfctheFshb
to discharge in part by; a: gener¬
ous scaling down' of their claims
for frie benefit*!)! all concerned-,
themselves iriclUded. * * ^ ~

Should Help England
In sheer ehlighteried selfishness

America should help England out
pf the pit that institutions , and a
ray of life akin to hbr own be
reserved. Playing wet nurse to
nations having no external ob¬
ligations, but Whh resources and;
!ian-power, is hardly the way tb
;o about ifc? On the contrary, it
an only weaken America, be-

tSusp-
den which even Americans cari
shoulder. Short seasonal credits,

sufficient to start*flowing a two-

way stream of trade, are all any
country is entitled to ask of us,
and all that we should grant/

England, bled white, her indus¬
trial centers bombed/ her; praclue^
tion^^machiner^ilrgel^^ desfro^e|i>
"desperately need! a breatHirig
'spell to put her bouse in order
and get going once more. Snp,can¬
not do it with "blocked" sterling
and other creditors at her heels,

hbr lias ariyhne th| ittoral right to

aemarid that she perform the ira-1
possible. We might as well face-
facts and, be guided, accordingly?
There is a task of high diplo¬

macy. to- te'd6ne/:As^pnp:;of::her/
principal creditors America should
take ■ the initiative ahd; {induce
England's : other creditors so: to
act • hs to fgi^ meaning <tb; the4
words "United Nations." Time is*,
running' out; There is -much at.
stake. - •- •

imIllinois Bankers to

Confer;; Feb.1211|||||
vkTheriecbssity/ofbori
greatest single source of wealhi
of the state—the fertility of th,e
soil-?will / bp the/ theme ; of the
afternoon session of the Mid-Win¬
ter Conference of the; Illinois
Bankers' Association,: Feb. 21, at
the P§lmer. House,1 Chicago. Ac¬
cording to Barney J. Ghiglierl,
President of the Illinois Bankers
Association and President of 5 the
Citizens National Bank of Toluca»
111., if the State is to maintain
its positibn as a leader in agricul-
turef", fr^;farritefri/^^
mOre than lip-service, to gbil con-^
servation. ; /" ; .

(, The Illinois, jankers /Associa¬
tion and its member banks, it. is>r
pointed out, have long recognized*
the importarice of the fdrmer and
the fruits pf hi$ labor /tri the bveiw/
all'-economy* bf the State//rhe
Association, through its Commit¬
tee on Agriculture^ has been" ac¬
tive in supporting all types of pro¬
grams and activities that will heljp)
to improve the farmer's economic
position; During the past twp
months/ the Committee on Agri¬
culture) under the Chairmanship
of Earnest F. Cramer/ President
of the First National Bank to

GalvrildU4 'sponsored; d,.serles,«t
14 ; soil conservation - meetings
throughout the state. The Com¬
mittee received the active coop¬

eration ofi the Federal Reserve
Banks of St. Louis and Chicago,
the College of Agriculture of the
University of Illinois, and ? the
State Conservationists of the U. $.
Department f . of ^ Agriculture ill
these sectional meetings* v * V * ./
!A1L bftiie .'activities: of • the

Association's Committee trn Agri¬
culture during the past yedr Will
culminate ' in the Mid -Winter
Meetings in Chicago dn Feb. 21.
Representatives of industry allied
to agriculture have been invited*
to attend and to participate in ap
open forum discussion. 1 At thi?
meeting an effort will be made tp
organize an overall industry com¬
mittee that will assume, the re¬

sponsibility of seeing that every
farmer in the state is made aware
of the dollar arid cents value of
following sound soil conservation
and erosion prevention practice^ v
and is urged to full cooperation.!|
Dr. Hugh H." Bennett, Chief, Soil

CbriserV&tibrt Service; U; S. De¬
partment of Agriculture, will ad-
dfessr the meeting en "Soil Cori4
sfervatibri rind the Citize^' arid
Chester C. Davis, President of thb
Federal Reserve Bank • of Si
Lduis; Will speak on "Soil Conf
servation erid the Banker." • Th^
morning session will be under the
sponsorship of the Installment

Associ^
^Rarrim, Vice|»v

Bank: of panyillei and President
of the Division presiding. Carl
M. Fldfa, Vice-President of the
First Wisconsin National Bank,
Milwaukee, will be the principal
speaker, on the subject "The Fu¬
ture of Installment Credit." Robert
P. Vanderpoel, Financial Editor,
The Chicago "Herald-American?
will be the guest speaker at the
luncheon session on the subject
"If! Were a Banker."
After an all-day business ses¬

sion, the assembled bankers will
attend the Mid-Winter Dinner;
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SecuritiesSalesman9sCorner

THE COMMERCIAL & FINANCIAL CHRONICLE

By JOHN DUTTON
... ,

. . .

You can do business by mail. The secret of successful mail
selling is based upon letters that are truly personal in every sense of
the world. You can fill waste baskets all over the country and spend
a fortune doing it, all without results, unless you put that certain
pull into your letters that makes the recipient feel that you are talk¬
ing directly to him about something which is of his immediate
concern. t

A "V.F
A good mailing list is of first importance—you can't get all

prospects to reply to your letters unless /they qualify first—this is
academic^ 1 have obtained good results using the metropolitan news¬
papers. If you,have advertised a conservative situation it is natural
that those who have replied are interested in that type of security. All
prospects that have replied from out of town or out of the State for
■that matter, have been classified by identifying all future correspond¬
ence with them in accordance with the type of security which their
reply indicated they might have an interest. For example, those who
replied to an advertisement concerning a good fire insurance stock
that paid dividends for many years, were sent future mailings about
securities that were attractive for their conservatism and consistent
income production. Speculative stock buyers should be approached
from the profit angle. A stockholders list will also produce inter¬
ested inquiries providing you offer a current report on the security
in question. • \ 1 1"

The trouble with most mail campaigns is that they stop before
they have a chance to produce results. One or two mailings never
do the job. Selling by mail is exactly like personal solicitation in as
much as it takes time to get acquainted, establish confidence and
build good will. Here for example is one way to follow through and
build customers.

(1.) Place an ad in newspaper or periodical concerning a special
situation or send out a double reply card, postage prepaid, to a stock¬
holders'list offering a special report.

(!) Send report and a brief covering letter to those who reply.
Enclose order form and return envelope.
; (3.) If the customer has replied to a conservative security offer
and you have not received an order in response to your first letter,
send him a brief letter not over three paragraphs, stating that you
handle conservative investments and do considerable business with
investors in many parts of the country through the mail. Mention
your statistical services and make an offer of some kind of service
such as the latest statistical reports on any of his investments. Enclose
a self addressed envelope for reply. If he is interested in speculations
explain how you occasionally uncover something attractive along this
line and ask him to send you a list of any securities that he now owns
about which he would like to have an unbiased opinion.

(4.) Don't be discouraged if you do not get a large response.
Keep at it. Send out another letter a few weeks later. Make it'Chatty
and personal-r-write plain English as if you were sitting dofah in
your prospect's office or home and were talking with him. Most peo¬
ple become stilted when they start to write a sales letter. Don't over¬
do this though—just keep-froitt over-stating by avoiding superlatives
and always try to get a response of some kind. One excellent method
of building up a prospect's interest in you and your proposition is to
keep on offering him something. If possible always put a card, or a
self addressed envelope in your letter which he can use to GET
SOMETHING. An offer of statistical reports, a circular about an in-
vestment^^ reviewbf his|listi a, booklet to keep recordsman oppbrtrini¬
ty to be placed upon a mailing! list for spediai■offerings, or to receive
an interesting monthly news letter concerning investments, such
things as these will pull replies.

After you have sent out a few letters you will begin to build up
a correspondence with many of these people. Don't try too hard to
sell (at first). SELL A SERVICE, SELL YOUR WILLINGNESS TO
BE OF ASSISTANCE. Remember if you are in a larger city and manyof your replies come from rural areas these people will be even more
impressed with you if you take it easy and show them that you mean
it when you say, "We do our best to help our customers select the
best possible investments, and after they have bought them we do
all we can to help them keep these investments in sound condition."

Margins, Trading Honrs and Commission Rates

*Airline Foods Corporation—Common

Denman Tire&Rubber Co.—Common
% 'FFF '• F'F '••••• V. 1 ■ : FFrJF ; •r*yU"* 4s;y, -.;. >.y •? ..F ;•;* * y-y

,»jr \ v »• ;FFF,-.F>- - ^ ,• F':Vv •
t :y F'F;'*

; *Prospectus on request ' '

Herrick.Waddell & Co., Inc.
55 LIBERTY STREET, NEW YORK 5, N. Y.

American Fruit Growers Inc., Com*
Arden Farms Co., PfcL & Com.

Fullerton OS Co., Com*
F F- SFy.yyy ■••• y y y- y* FFFF*-'' ■ y V:v # • F.1 _FyFy ^ • F , ; *

WugensellerSDurstJnc*
■ Members Loe Angela Stock Exchange

SO, SPRING ST, TRINITY 3761

LOS ANGELES 14
: TtUtypctLA di

aod InfonM&M fci CaMon*

:
(Continued: from page 363)

tion of 100% margin require¬
ments, the chairman of the Fed¬
eral Reserve Board stated, **, . .

it should be remembered that the
mandate which Congress gave, to
the Reserve Board applies only
to listed securities and specifies
that margin requirements shall be
imposed for 'the purpose of pre¬
venting the excessive use of cred¬
it' in such stock market opera¬
tions. The Board is not author¬
ized to impose a permanent ban
on margin trading" That is a
clear, concise statement. Let us
examine it for a moment.

Stock Margin Credits Insignificant
In July, 1945, when margin re*

quirements were raised from 50%
to 75%, the total amount of Credit
extended by members of. the New
York Stock Exchange to their
customers on listed securities
other than governments amounted
to approximately $1 billion, the
e q.ui va 1 ent of only iy4% of
the market value of securities
listed on the Exchange, exclud¬
ing governments. Just prior to
the inauguration of 100% margins,
this figure had declined about
$100 million, and, at the end of
1946, it stood at about $470 mil¬
lion. This was only 6/10 of 1%
of this value. Thus credit exten-
tion by member firms for carrying
listed securities was and is a neg¬
ligible fraction of the value of
such securities.

Furthermore, credit extended
by the reporting banks to mem¬
ber firms for carrying listed se¬
curities, other than governments,
was and is a negligible fraction
of total outstanding credit. Such
loans accounted for only 5% of
the banks' total loans in July,
1945, just prior to the increase in
margin requirements from 50%
to 75%. At the end of 1945,. short¬
ly before the announcement of
100% margins, these loans de¬
clined to 3.7% of all loans. At
the end of 1946, these loans had
fallen to 1.2% of total loans.
Does this indicate an excessive

use of credit for the carrying of
listed securities?

Although the percentage of re¬
duction in loans to member firhis
was important during the tifne
when the 100%Margin rrile pteF
vailed, total credit for carrying
listed securities was insignificant
on the first date and even more

insignificant on the second. Since
these loans were of minor magni¬
tude, it was immaterial, insofar
as considerations of inflation or

credit control were concerned,
whether margin requirements
requirements were 50% or 75%
or 100%.
Inasmuch as excessive credit

has not been employed at any
time in recent years for purchas¬
ing or carrying listed securities,
there is no logical reason for lim¬
iting margins to 75% instead of
50% under present conditions—
and there is even less reason for
maintaining the arbitrary and
pernicious restrictions against the
substitution of securities in ttiarF
gin accounts, which accomplishes
no useful purpose and works ac-<
tual financial hardships on a large
number of people.

FRB Exceeded Its Powers?
If, by its own admission, the

Board is not authorized to im¬
pose a permanent ban on margin
trading, we may well question
whether there was any legal au¬
thority to abolish the use of credit
for purchasing listed securities.
Did Congress intend to confer
power on the Federal Reserve
Board to prohibit instead of con¬
trol the use of credit in securities
transactions? Did Congress in¬
tend to confer power on the
Federal Reserve; Board to deny
America n investors, American
business managers and American
workers; the right to the benefits
of .the,/creadve ^power of credit
to be employed according to their
;best judgment? r £ V. < ^ -

in any case, uncertainty as to
whether credit will or- will not
be available and arbitrary con¬
trol over credit, such as has been
exercised by the Federal Reserve
Board, are distinct handicaps to
business and sure preventives of
expansion of industry and em¬

ployment. '.;
With further respect to controls

exercised by governmental agen¬
cies over our industry, contrast
the present cooperative attitude
of the Securities and Exchange
Commission. This is an encourag¬

ing factor and confirms prir be¬
lief that the infusion of new blood
into the commission under* the

leadership, of an able and efficient
chairman"would: promote a; con¬
structive interpretation of the law
rather than one based upon the
whims of political dictates and
ambitions. I take this occasion to

compliment Chairman Caffrey, his
fellow commissioners, and his
staff upon their effort to develop
workable, understandable and
constructive rules. I assure them
of our cooperation in the sensible
and farsighted approach they are
now making to the solution of
the problems with which they are
confronted.

Commission Fees and
Other Charges

In addition to governmental
controls, our business functions
under rules and regulations of
the individual exchanges of which
we are members. In every in¬
stance, these exchanges, and cor¬
rectly so, prescribe schedules of
minimum commissions which, to
all intents and purposes, deter¬
mine the extent of the payment
we receive for the brokerage
services we provide. ;
These schedules are based pri¬

marily upon the number of shares
or boqds involved in a transac¬
tion. Investigations conducted
during the past few years riot
only indicate the possibility that
the present method of determin¬
ing commission charges on secur¬
ities is outmoded and produces
inequality of charges in certain
price ranges, but also suggests
the wisdom of at ,^st consider?-
ing a complete revision.,.of/such
methods by relating the amount
of commission charged directly
to the amount of money involved
in the transaction.
It is, I believe, self-evident that

the basis for determining charges
should be scientific and equitable
—it should be one which will rea¬
sonably assure, under normal con¬
ditions, that costs will be cov¬

ered; that salaries to employees
will be commensurate with their
ability and with the value of the.
tasks which they perform; and
that on balance profits will ex¬
ceed losses for those who exer¬

cise prudence, judgment and en¬

ergy in conducting our business
and in assuming the not incon¬
siderable risks inherent in its con¬

duct.;;FF
Member firms perform one or

more categories of services—
brokerage, financial, statistical,
fiduciary and underwriting—in
each of which there are varying
degrees of risks involved for
which member firms should be

commensurately compensated.
The costs of these services, of

course, have increased during the
past four years, For example, a
preliminary examination of the
comprehensive study being con¬
ducted by the Association, in co¬
operation with the Department of
Membeif Firms of the New York
Stock Exchange, involving an an¬
alysis of income and expenses
over the past four years of ap¬
proximately 80 member firms, in¬
dicates that our administrative
and clerical salary rates have in¬
creased 52% in the period 1942-
1946. This is an important factor
of our total costs for doing busi¬
ness.FFFFFS: FFFFF FF- F
Final conclusions can riot1 be

drawn, however, until all the fac¬

tors have been analyzed. It is be¬
lieved that this report will be
completed in the verynear future
at which time the results will be'
presented to the Board of Gov¬
ernors of the New York Stock
Exchange for consideration. Fur¬
thermore; it is hoped that this
study will provide a valuable con¬
tribution to the solution of this
pressing problem of costs and rev¬
enues and aid in the develop¬
ment of a uniform system of ac¬

counting for our member firms.

The 5-Day Week
Any discussion of this subject

would be incomplete without re¬
ferring to the possibility of the
establishment of a 5-day busi¬
ness week for our industry. The
New York State Legislature, now
in session, may soon adopt a bill
providing for permissive Satur¬
day closings the year around for
banks doing business within that
State, and shortly thereafter the
New York City banks may es¬
tablish a 5-day business week.
Therefore, this question will prob¬
ably have to be met and solved
by the New York Stock Exchange
in the near future.
Ours is a service industry, and

as such its facilities have been
available to public six days a
week. The public has utilized this
service on Saturday. In other than
metropolitan communities, resi¬
dents often find Saturday the most
convenient day of the week in
which to discuss and transact their
banking and investment business.
Would it be in the public, in¬

terest to deny it this service?
On the other hand, the adoption

of a 5-day.week would be in the
interests of employees by bring¬
ing about a reduction in the num¬

ber of hours worked, provided
compensation is not reduced. This
situation has already been recog¬
nized by some exchanges and
member firms through the insti¬
tution of a work stagger system,
so that many of their employees
are not required to work every
Saturday. Such work Stagger sys¬
tems undoubtedly 'could be ex¬
panded so that, as in other serv¬
ice industries, employees would
only bri'^equiredf; t|^^<>*kF
days a Week, although the busi¬
ness week for the industry bright
exceed that period.
Of course, experience might

prove it impracticable for the Ex¬
change to remain open on Satur¬
days.
In this respect, we should not

fail to understand fully the ef¬
fects of such a development. The
volume of business recorded on

the New York Stock Exchange on

Saturdays during the past three
years approximated 20 million
shares per year, and that px-

•eludes Saturdays* in the four sum¬
mer months. From our selfish
point of view, that volume on
Saturdays means the potential loss
of 40 million shares a year, be¬
cause for every buyer of a listed
security there is also a seller.

Forty million shares is a sub¬
stantial amount of business. It is
disturbing, to say the least, to
consider the possibility of the loss
of all or any part of it.' Perhaps,
the implications of srich a devel¬
opment can be more fully appre¬
ciated if we look at it another
way. If a member firm does 1%
of the total stock .exchange vol¬
ume on the average, this then
means the potenial loss of 40Q,000
shares annually, without a com¬
pensatory decrease in expenses,
Shall we complacently discard

that amount of business or even

part of it? Shall we presume,
merely upon conjecture, that ap¬
proximately the same amount of
business would be transacted in
five days or 25 hours as is pres¬
ently handled in 5& days or 27
hours?

Rather, would it not be neces-

sary^to make an effort to pre¬
serve: as'large 'a part of:thrit vol¬
ume as possible .by ^extending the
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trading hours on Mondays through
Fridays by at; least one-half hour
a day?
In the interests of the midwest-

ern arid western exchanges and
member firms which already en¬

dure a hardship brought about by
the various time zones, an earlier
opening hour would be impracti¬
cal. Hence, a 3:30 closing appears

to be the best alternative.
While I can appreciate that such

a plan might create difficulties for
the news services in the prepara¬

tion, distribution, and printing of
stock tables, I am hopeful that it
would not be an insurmountable
problem. The press is obviously
interested in the profitable per¬
formances of our markets. To re¬

move two hours from our week—

two profitable hours—could im¬
pair our functions and might cre¬
ate a serious reduction of revenue.
I am confident that they would
help us work out this phase of the
problem, should the 5-day week
become a fact,

Personnel Practices

I have referred to steps which
have been taken by some firms
and exchanges in establishing
work stagger systems in the in¬
terest of their employees, and I
confidently believe that most
member firms are conscientiously
trying to adjust their personnel
relations and personnel practices
to keep pace with the times.
Our business requires employ¬

ees of unusual qualifications.
Their integrity must be above re¬

proach. They must have above
average emotional stability to en¬
able them to work under great
pressure during busy periods.
They must possess abiding loyalty
strong enough to persist during
periods of business despair and
pessimism as well as in times of
business prosperity. That such
loyalty, is tradition with our busi¬
ness is evidenced by the number
of employees who have been with
as for a quarter of a century or
more.T^~^^.v> '.;••/<'.■■■

; That type of employee is not
one who requires paternalism.

Activity of the securities indus¬
try depends upon the volume of
saving and investment as well as

upon the ebb and flow of invest¬
ment sentiment on the part of the
public. Both the yolume of%sav-i
ing and investment sentiment deJ
pend largely uppn such influences
as the tax burden, government
controls, relations between labor
and capital, industrial and com¬
mercial activity and other factors
which our business only reflects.
Thus we have no control over

the volume of our business, nor
can we accurately predict what
that volume will be during any

specific future period. This makes
long range planning difficult rind
thereby necessitates readjustment,
both upwards and downwards, in
the number of personnel em¬
ployed by our industry. I know
of no method within our control

by which this Unfortunate aspect
of our business can be remedied.

That difficulty in itself inten¬
sifies-the heed of a constructive
approach on our part to employee
relations. Methods of improving
personnel practices in any field
of endeavor must be based upon
technical knowledge of the prob¬
lem and thorough understanding
of human nature. Skill as an op¬
erations manager, a department
manager, or an accountant does
not necessarily prepare one for
meeting the problems of human
relations. Some of the methods
and procedures successfully fol¬
lowed in the past may now be
outmoded.
There is no question in my mind

that member firms are desirous
of establishing sound employee
policies,, and that they are re¬
ceptive ; to advanced and■. proper
methods of improving their per¬
sonnel practices. ,

• In this respect, it seems to me

that the Association can render
air invaluable service by making
..i,i r.iy' jJ. f ;,".V .-I- • f"

available to member firms mate¬
rial for reappraising their per¬
sonnel practices in the light of
accepted techniques and by giving
technical assistance in training
programs for the development of
personnel, especially key person¬
nel with supervisory responsibil¬

ity. This, under the guidance of
an experienced personnel con¬
sultant, we plan to do.
Our industry has a vital part to

play in the progress of America.
We have the ability—we have the
desire—to solve these and the
other problems which confront us.

Hannegan Says "We Shall March
On WithjPiesident Truman"

(Continued from page 866)
President, he went to Potsdam to other big strides for the public
nninfAVI ""+u +1 -* - -

welfare and protection.confer with the chiefs of State of
our allies in war. And at that
meeting it was largely through
the statesmanship of Harry Tru¬
man that a sound cooperative re¬

lationship, looking toward the end
of the war and to the peace be¬
yond, was established among the
great powers. ,

Thereafter, almost daily he was
faced with decisions of grave im¬
portance, crucial to America and
crucial to the world. And day
after day, the challenge was met,
the decision made. The series of

mighty strides may well make us

proud as we look back on them.
Here are some of the steps that
were taken to alleviate the suf¬

ferings of a world at war and to
rule out forever any recurrence
of that horror from the future of
a world at peace:
An international bank andworld

monetary fund were set up.
A loan was made to Great Brit¬

ain.
Aid was given to the starving

peoples of war-devastated areas.

The reciprocal trade agreements
were extended.
A Secretary of State was ap¬

pointed — James F. Byrnea—who
faithfully carried out President
Truman's policy of firmness, pa¬
tience and goodwill.
When the post of Secretary of

State became vacant" recently, a
statesman—dne of' thd greatest &f
his time and of all time, a trfte
soldier of peace as he was a skilled
and gallant man of war—was ap¬

pointed, General George C. Mar¬
shall.
We in America know that a

world yearning for peace has not
yet completed its task. We know
there are dangers. We know there
ate men who seek tocUndo the
good work that has already been
done.- !f
But we know, too, that in this

crucial hour, while the citadel is
rising, a sentry stands on guard,
clear-eyed and alert. We know
that George Marshall is on the
job. And that citadel of the
world's hope is safe.
In meeting the all but super¬

human task of bringing our econ-

omny through an orderly change¬
over to peace, and in surmounting
other vast domestic problems,
President Truman has exercised
the same courage and integrity,
the same quiet quality of good¬
will, as he. has shown in the field
of foreign policy.
It was right, as Harry Truman

saw it, to stand by the men who
came back to us after defending
their country at war. As a result,
we now have the GI Bill of Rights
and a whole program for assist¬
ance to veterans.

As a precaution against abuses,
control of atomic energy has been
retained in civilian hands.

Back in December of 1945, he
urged upon Congress a merger of
the Nation's armed forces. In this
he was vigorously opposed. But
the President was convinced of
the improvement in defense and
the greater economy which this
plan meant. Courageously he
stuck to it.

Today, those >who £ormerly op¬
posed him have become convinced
and have accepted the basic prop¬
osition Of irierger.1 A plan,* agreed
upon by both the Army and Navy,
is now before Congress,
tinder fthe President's leader-

For the development of atomic
energy, and as a precaution against
abuses, a Federal commission has
been established. The control of
that commission is in civilian
hands.

It was a decision of Harry Tru¬
man that maintained rent control,
protecting millions of American
families against profiteering in a
time of housing shortage.
In the aftermath of war, it was

inevitable that the country would
face pressures for higher prices
and higher wages. This meant la¬
bor-management disputes.
Almost daily, the President was

plagued with these problems. But
he met them head-on, and in every
situation he squared his decision
with his own concept of what was
best for America. That came

first. And no special interest, no
strong-arm tactic, was allowed to
prevail against it. Harry Truman
was looking out for—and taking
action for—the good of the whole
people. 1

Today, with the President's per¬
sonal example before them, labor
and management are finding their
way toward agreement. We have
emerged into a time of goodwill.
A few weeks ago the President

sent to Congress three messages—
on the state of the Nation, on the
economic prospect, and on the
budget.
In these messages, with the

same sound judgment, the same

spirit of American teamwork that
have marked his every official act,
he has outlined his policy in such
matters as taxes, government ex¬

penditures, labor legislation, em¬

ployment, military security, hous¬
ing, and protection for the small
businessman and the farmer.
In hjs decisions on all these

matters, he has chosen to be
guided, not by "right" as distin¬
guished from "left," but by right
as distinguished from wrong.
Addressing himself to a Con¬

gress dominated by a majority of
the opposition party, the President
said:
"The power to mold the future

of this Nation lies in our hands —

yours and mine, joined together.
On some domestic issues we

may, and probably shall, disagree.
That in itself is not to be feared.
It is inherent in our form of gov¬
ernment. But there are ways of
disagreeing; men who differ can
still work together sincerely for
the common good." , , ,

Those are words of high states¬
manship, because they are words
that put country ahead of every¬
thing else. There is no higher
form of statesmanship than the
simple acknowledgment of broth¬
erhood, regardless of party, under
a freeflag.
Time and again, the people of

this country have seen President
Truman's judgments confirmed by
the course of events.

Only recently we have had sev¬
eral striking instances of this.
Consider, for example, his view
on taxes. His political opponents,
as part of their campaign in the
election of last November, prom¬
ised to end the excise taxes on

luxury goods.
Harry Truman counseled against

abandonment of these taxes.

Who was right?
A few days ago, Congress voted

to continue the luxury taxes, and!

to repeal them in their election
campaign now switched position,
and voted to retain them.
Or consider the question of a

reduction in income taxes. The
President's political opposition
promised the people to cut income
taxes 20% "across the board."
The President already has

pointed out to Congress the danger
of promising a reduction in taxes
before making certain that this
can be done without unbalancing
the budget. He has opposed any
reduction in taxes that will mean
failure to reduce the national debt.
And he has strongly urged that
persons of small income be made
the major beneficiaries of any tax
reduction.
Who was right?
Now we find the Republican

opposition weakening in its ill-
advised stand. We hear the be¬
lated admission that budget-bal¬
ancing must come before tax re¬
duction. And Republicans them¬
selves are attacking the "across-
the-board" feature and urging
their own leadership to abandon
it.
Another great question bearing

on this nation's future is our com¬
merce with the outside world.
President Truman has called the
attention of Congress to the pro¬

posed organization of nations to
promote world trade, and has
pointed out that America's recip¬
rocal trade agreements will be
vital to the success of this effort.
But economic isolationism is

finding its voice again. Within the
past few days, a virulent attack
has been launched by certain
members of Congress against the
reciprocal trade agreements.
Who is right?
Well may we pray that the ma¬

jority of the 80th Congress, for
the sake of humanity, will ac¬

cept the advice of the President
and vote for the trade of the
world which is so vital to the
peace of the world!
To those of the opposition who

decid£ijto follow Harry Truman's
better judgment, we say:
"For your reversal of position,

for correcting your own errors of
the past, we have only praise! May
you, for America's sake, always do
so! The only difference now be¬
tween your position and that of
the President is that he was right
the first time."
More and more, the people of;

America are confronted with these
proofs of the wisdom and fore¬
sight of Harry Truman. Now that
they see our economy back on an
even keel, less than two years
after the war, now that they real¬
ize how many were the obstacles
along the road, the people are
wondering:
How has this come about?
Do nations automatically emerge

unscathed from a greatworld con¬
flict?
If you think so, look at a map

of the world. Try to put your
finger on one world power—out¬
side of our own—one great nation
whose people, whose economy,
whose very soul has not been
seared and left bearing scars for
generations hence.
America has not won back to¬

wards peace and prosperity by
resting on her historic laurels or
by dropping her destiny in the
lap of fate.
How, then, has it come about?
We have won back, we are win¬

ning back, because we have had
sound leadership/ We are on our
way towards peace and prosperity
because the leadership of Presi¬
dent Harry Truman has been a
leadership of integrity and good¬
will, of courage and foresight,
It is true that in the beginning,

mhny Americans did not know the
abilities of this man who had be¬
come President. From the day he
took over, voices were raised
against him by men long-embit¬
tered, riien who were blinded by
their own narrow political bias.
Without waiting for * the-test * bf
office, they spoke in belittlement
of his stature.

They do not do so today. The
ship we have moved ahead with the very men who had; promised people of America* have learned

'rvfl - -Hte • • j. ^ 'n. • J" ••

that;Harry; Truman;wears well. At
all times wheri. the good of the
country was at stake, they have
seen him set an example for these|
critics by rising above political
animosities. The bitterness and
hate that might otherwise have
spread and undermined our
strength as a nation, he has
checked at the. very source. With
the philosophy of goodwill he has
disarmed the haters and the
champions of strife and distrust.
The world is hungering for

more of that kind of leadership.
The world needs more statesmen
with vision and a firm, unswerv?*
ing stride.
Here in America, we shall

march on with President Tru¬
man toward our goal as a pros¬
perous people, a strong and secure

We have gone-far and fast; but
the task of leading us to peace"
and plenty is not accomplished in
a day nor a year..
Until that work is done, we are

ready to call upon our President
again as the man who has proved
himself fit for the job. America
will give him the support and
loyalty that he deserves of us all,
through the years ahead. V- a.

1 ' i—i— S'T/

Parcel Post to Germany
Postmaster Albert Goldman an¬

nounced on Jan. 15, that ordinary 5
(unregistered arid uninsured) gift
parcels are now accepted formail¬
ing when addressed for delivery
in all parts of Germany (Ameri¬
can, British, French, and Russian
Zones, including all sectors of
Berlin), except the portions of
Germany under Polish control
which is governed by the regula¬
tions applicable to parcels for
Poland, and the address should
show "Poland" as the country of
destination. '

, * ;!
The parcels for Germany Will

be subject to the same conditions
as were in effect prior to the
suspension of the'service and also
to the following restrictions;

(1) Orily one parcel per week
may be sent by or on behalf Of
the same sender to or for the same

addressee; (2) Contents are limit¬
ed to such essential relief items
as nonperishable foods, clothing,
shoes, soap, mailable medicines,
and other, similar itemsL for the
relief of; human suffering. Nq
writing or printed ritattrir of ariy
kind'may be indluded; '(35 Parcels
must not exceed 11 pounds in
weight, or measure more than 36
inches in length or 72 inches in
length and girth combined; (4)
Parcel post rates are 14 cents per
pound or fraction of a pound;
(5) The parcels and relative cus¬
toms declarations must be con¬

spicuously marked "Gift Parcel"
by the senders, who must itemize
the contents arid value on the
customs declarations. Parcels are

; liable to censorship arid custbms
examination in the zone of destif

nation; (6) Parcels should bear
the name of the addressee, street

and hou?e number, town, postaj
district number (if known), provf
ince, and, in addition to the word
"Germany," indication of th|
zone of destination, or the name

of the sector in case of parcels
destined for Berlin. Box numbers

may be used as part of the addresjs
provided the name of the box
bolder is shown. Parcels shall not
be accepted for mailing when ad¬
dressed "General Delivery"; (7j)
Parcels which are undeliverablle
will not be returned to senders
but will be turned over to author¬
ized German relief organizations
for distribution to the needy. 1

•

, The export control regulations
of the Office of; International
Trade, Department of Commerce,
Washington 25, D. C., are applica¬
ble to parcels for delivery in
Germany. :»

-I- t". ;•
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Make the Dollar as Good as
V* (Continued from first page)
that the currency is now based on
the clebt.':^.'

•

This idea of debt management
is the last resort of all national¬
ists. First, they make the' debt of
the sovereign, that is, govern¬
ment/ notes and bonds, the' cur¬
rency;; then; in order to compel
the subjects to use the currency at
its face value, * they • proceed to
control; the economy. Such - was
the procedure in the days of Louis
XV and John Law which ended
in v-th e - notorious -Mississippi
;13ubbie^';:;::l^^

VA. International Aspect
* The problem of debt and cur¬

rency today comes to a head in
international rivalries and wars.

This should remind us of the fu¬

tility of all the talk about there
being anything new in the pro¬
posals for a managed currency
and managed debt. They are no
newer than national wars!
rln fact the situation today is

reminiscent of the dark days of
Mercantilism; and , the eonstarit
warfare which we associate with
the 16th and 17th centuries. They
are reminiscent of the suspen¬
sion of specie, payment by the
Bank of England in the" period Of
the Napoleonic wars.' * We don't
bave toTemember far back/ to re¬
call the "shell game" overplayed
by Dr. Schacht m Germany at the
end of World War I," when he
perfornied the miracle of creat¬
ing purchasing power out of gov¬
ernment spending and debt, by
merely raising taxes and-'com¬
pelling the purchasers of Ger¬
man government bonds, and thus
forcing the people to give' back
the money as he spent it. And
is there anyone whose memory
does not extend to the period
of World Wat- II, * in' the United
States, when the head of our
own central banking system de¬
fended a - similar procedure as
carried out by the head of our
government? They seized our
gold, and withdrew' it from cir7
culation. They inflated the paper
price of gold 68%, calling it "de¬
valuation." They defaulted on the
government's gold bonds. With
this background, they borrowed
through deficit firiancing, and
scattered the money among the
people through government spend¬
ing. Then they took it back
through progressive taxation and
bond sales. Then they, spent it
again. If there is any better il¬
lustration of-a "shell game" than
that, I don't know of it.
- These essentially identical pro¬
cedures, down through the cen-

- have developed when po¬
litical values become more impor¬
tant than economic values; in
ether words, when politics drives
cut economics. The current in¬
ternational mess in economic and

<of this condition. Looking over
the world today, we see in all
countries messes of depreciating
| Paper currency lying over the
economic terrain like great gla¬
ciers.] A part of the landscape is
the mass of trade restrictions and
financial controls which are re-'

quired:when there are mo - stand-,
ard money and free exchange. We
see the central banks each trying
to regulate the economy of its na-
Uon tovpolitical and financial
purposes. And we see the gov¬
ernments forced to control inter-'
wauonal trade and exchange, un-
uer the ancient and inefficient

: of barter. (Hqw anyone
can talk about the trerid in.mone¬
tary matters being in a "forward
direction,'V when one reflects that
barter is the device of the savagedis beyond me!)

World Wide Currency Chaos
And as we look over these

masses of frozen paper currency
and trade restrictions, we see
everywhere little hot spots. These
are the black markets in gold.The existence of black markets

ly as to how the currency they
would use, should be managed.

• The truth is that the "commod-
in gold at various points in thej anything] a man wants,; This idealjfy dollar" rneans no standard. > It
world, is to my mind one of the!underlay German, nationalism, means nothing but _ somebody s
strongest proofs of the goodness with its notion that paper curren-J idea about' what a dollar ought
of gold. In the days: when there cy had a great superiority in bind- to buy; but provides no standard
were black markets for meat in ing - the people of the; nation, to- for determining its value. It is
the land, I think that most of us I gether iri a sort of mystic tie,' not J exactly like saying that the uis-
appreciated the goodness pf the recognizable to the people of other tance from Denver to Chicago
thick steak or prime rib more | nations, jt lies ^ back of the, so;- Lean be determined by dividing
acutely than at any other time; ] called economics of Lord Keynes] that distance into 1,0,00 units. Of
The black market- in meat/ which I which is characierizedby the no- J course,. when - you measifre- that
was universal and . widespread, I tion that governments - ^can. give j way you wilL find, that a un^it is
proved the goodness of meat—] people -purchasing power by bor- always 1/1,000 of tiie total dis-
just as the speakeasy in the days towing from ihem and then, mak- Ltance!
pf prohibition proved tpe: good-}ing them work it out v on trip - • M vvl - , •

ness' of liquor. Well, we could[roads,thereby ^creatmi^M A Staple^ internafioiiai
riot keep the paper price of meat] ploypient! ^Our own Marriner • S. J .

down;: so -now we will not: be I Eccles, following in -the path of | - So I come to the conclusion that
able to keep the paper price of J an o ther notorious Scotchman, the big; underlying problem pf
gold. down .either. That is what John Law, has stood for the idea [ our currency, internationally, is
the black markets in gold are tell- that money is nothing but a claim the problem of securing some de-
ing us. • i." ' f : against what he called the ^geri^ finite and stable base; spuiething
1 (Consider the case of the Italian I pral assets of the nation." I have that is not a-mere claim depend^
lira. True, the international fund | klways wondered just/whose as- [ ing either upon coercion or Upon
pr world bank, or whatever they sets the general assets of a na-j the- intuitions of some dictator,
pall these Bretton Woods- mon- [ tion are. How does the nation get j This definite and .stable base is
strosities, h a s undertaken to | any assets at all? What is to as-1 necessary fqr the determination
name rates of excharige between I suro-the stability of my "claim"? pf foreign excharige, arid for de-
j:he dollar and the various paper [Don'tmy labilities iri the shape of elding the amount of credit to
currencies of other countries. | heavy taxes and government debt be extended in ther case of for-
Doubtless the lira has. if place in more than offset my "claim" to eign loans. Without such a base,
the list. Wpuld anyone in his [ any alleged national - assets? exchange ratios are intermiriate.
censes, howevey; care to trade lira [;-And don't forget that all the The amount pf loans is unlimited,
for dollars on the basis- of this | time, as- if it were boring from • This problem now'centers on us
rating? The conditions that de- within, we find in ; the average and oult dollar You will have ob-termine the value of the paper American college textbook in serVed that thri BrettonWoods ar-
Jira are completely, unpredictable. [ economics, -presenting the idea (rahgemerits' for an international
They are unknown arid unknow-Jthat money is-a nominal thing, a | furid and a wbrld barik air ioc^
^plp^dibperidirig^g upon ] sort of ticket- \or warehouse TO-|W the idea Of*some "search cur-

rti^Iy^sta^-^vernmeht andjeeipt.: At first, it mafs&m cpn- ruencyV, Well, rasidri from Switz-the, fickle political arrangements J vincing to think of a dollar us n, [ eriand and one of two other cases,
that are, to. be made in the dis- warehouse receipt which you ;tbe American dollar is the one
ppsai pf.^hipping,5 polOpips, present- iri /the market i aria ^ get J ^rreriby that is "sc&ce "What
parations,, etc. your share of the goods; but when does that mean? It means' that {he
[ And who knows what the Brit-1 stop -to -think, *-you» realize that'a | American dollar is the one mearis
ish pound is really worth? The 1 warehouse receipt means that yop | which you can get American
radical labor government of Great J have put something in a ware- J food arid" American machinery!
Britain is trying desperately to j house, and thatPhe Receipt ^givesl The prohlmri, then, is how to £iye
jkecp the purchasing power of the | y®u .a claim to that specific things Bpiivians arid Liberians their
pound up by holding prices powri. j ~,h^» howeverj1 is _not what the - gbare of the scarce currency
Nobody knows just how the ef-| fiat-currency people mean. They wbich enables them to get food
forts will work. All we know is think^01 the warehouse as con- and machinerv from us

that some of us, like piyself, are taining those "general assets of the ™ , on1v nn- W9V t„ dn
Sure ■ that' they will fall, just as nation." You put in 40 hours or th^fa&ly and withouT mercion"we Ojwselves failed in a'«bme- so at whatever occupation you ""s. ^^ Y that L^ce cu^
What similar attempt. : i**f |most,.enjoy and receive certairil Arid^riaiiisi^puic^ri^#c?^^Ui,
The plain fact is that the "pari I claims. ' But claims to what? the United States dollar on"\ve P/am tact is that the pan- Wh t have vou out into the een- thei basis of a gold standard. We

S3''h^nei&Tuttle but152: ouat"
Mc™pet 4cy to ^ islher.e to P-|side Switzerland, whifh can

5 on the part of certain ?ure,
political authorities that the paper ' contribute your full share to

lmcai hopes. Ihey represent . • , , , . have a gold standard. It is there-
pa.; ot certam |^ trib,de woTw fun' my Ppinlon that the United

States should go on the

doiursrI tS'fS^ut why PUSH the mat- j ^^Se^aiOiest^sIblepaper pound at the rate of about
. ■ \

. v , moment, so that other nations can
four-to-one, and so on down the My Point is that our minds have be abie to accent the United
list. Many of the excharige fates] J,6®1! W a con- states dollar based on gold as a3rc unquestionably too And I tinuous flow Of vicious arguments irieans of measuring their eurren-*
the dollar itself is but a piece of Und pronouncements, some of it cfes< This I think is by far the
papei dependent for its purchasing I from high places. These have ixiost effective step- than can be
powei upon the policies and con— I been exposed, exploded, and dis- taken to restore international
trols of good but limited men proven over and over again. Yet Urade
such as M. S. Eccles, John Sny- I predict that when the next great
der, and Harry Truman. | wars come, whether it be a gen-

I would emphasize at this point

I hold that there is no wav eratlon or a hundred years from tha^. , 5, at.s?m5 l.A " iS, xnere is no way dplu^inn will nffnin- roads where England stood at theunder the sun to tell what the . 'xnf sa-ae/^S'0n afallI end of the Naooleonic Wars Fne-
lira or the nound i^ worth nndAr arlse- And 1 further predict that r ^ J j ^aPvieonic wars. r,ng-S.orm P°and 18 «nder | the next generation of New Deal_ land had abandoned the gold

unde'X'sun I'"Commodity Dollar"
dollar is,worth?' We will never 1 ^QnobfJ^iriost[persistent cases turned to the gold standard mak-know m any generally acceptable such thought is the;notion; of ^g the po^xl convertible intoand demonstrable w^ what the the so-calLe.dV'commodity dollar.":
several currencies are- worth in XoU-.would think that, a commod- reia^ p0][jCy 0£ relative freedomexchange for npe another, unless lt;y dollar man'would be ripe fpr inf?rnational trade itouthrm
and until we make them definitHthe ld«a of a S°ld standard, since
ly and precisely cpmparable wito he should be willing to take gold teadfsuBSuv
some.one obje.gt with; which they as the commmodity to which he - c. ? - j i?

can be compared, and L know ?of J would, tie the dollar.' Brit-no!] ^imiAauy today, the dollar is
no.. nbjeet .which is fsp ; suitable What he ^des is to select some bill JhO onlyworM .curr^n^^Similar?
for. this purpose as is gold. No- of goods,^; taking hia -favorife list- 4^ today^ we have.on^ bullion oori-
body would .ever bo" convinced. 0^ * items, proposes jiat Ait^;
that the pound sterling is worthi some way or other we should Iback the dollar with,gold so a&
exactly .$4,/just' because the av-1 make the :paper,dollar -always buy ftomakcjt-js. good, as gold hullion.
erage price ;of eottori /goods^ pig: Ldie ;same- quantity of 'this bill rif I
iron,. an$l / ^potatoes V in England |gobds-iBut riow?.; The commodity ^ies ^rid; difficulties
might hri one: quarter/of what it |dollar man always Js 3orced eto [ fjjoiyes, we may hope tp
is in this corintiry. But,show me,; \exercise ^omenet.of superior pow-1 economy
or anyone else, that I cari get 54.8 [ or rind wisdom; that is, he xmag- \\c of rae world for a cen-
grains of pure gold for apound imes-he can insome way^through | lury come,withall the chance
at the same time that I can get Ipolitieal controls, manage a fiat | ■r • P?>Y0r? prosperity, and good
13,7 grains of pure gold for a [currency so that -it will have a | influence that comes with s\ich
dollar, arid I will , admit that the f constant purchasing power as leadership.
two must exchange in the ratio judged by, the prices of his list
of one to four, because I know it. (of goods. . B, Domestic Aspect

What t« Mnnev? I^ne trouble that no two of This obviously brings us to the
Aii Ar [them.can agree as to just What domestic or internal a<?nPrf hflhpcondition rests upon bill of goods should be taken as • internal aspect of the

the big delusion, ~ almost world [ the basis for their proposed' con- i ^rwide, that money is just a ticket [ trol. Another difficulty is that When we consider the monetaryor a sort of claim to goods—to I no two of them can agree precise- problem as it confronts us at

home, we are driven to inquire*
just what is the meaning of ar
f'standard" for- our own riioney. I
yrould emphasise that this means •

something mote ..than." a', mathe¬
matical formula, or a banker's rule
for finding out what a foreign cur¬

rency will exchange for. It means
a basis for determining what a

day's work indhe. fields or mines
is. worth, in exchange fof.our daily
bread/ / If means, a; basis Lor de¬
termining what the savings that
I /leave;: to my children will bet
worth. J 1 \ ,

To begin with, note that we are
not now on any standard. It is my
Carefully: cbrisidei^d / judgment
that it is quite incorrect, to de¬
scribe our present arrangement as.
an ^'international /gold bullioni
standard.'" Nor does, the Treasury's
fjxed buying price for gold—? at
present 35 paper dollars an ounce

constitute being on a standard.
The general idea of. a standard

is that of an accepted rule. Ac¬
cepted rules pf. condqct are
"standard." Accepted rules for .at¬
taining beauty and art are stand¬
ards. But/note': that when thus
loosely defined all sorts of de¬
grees of standardization, may jex-
ist. The basic meaning of the rule-
depends upon the nature and de¬
gree of its "acceptance." . I hold

of-
rule is one which, is. voluntary and
general; <mpng the individuals,
■who are concerned. No real stand-
ard e$ws Jw qwy iowplefeL;form,
unless (1) it is freely accepted
without the coercion of govern
rhent fiat, and unTass (2j it
genex(^*OM^e&M<tt cftarnc^
lerize^M^acUon
group involved. /; ~ vM "T ,
The latter point means, that a

standard - must be objective. A
subjective rule, that is,1 one that
depends upon the whims or the
'

'wisdom,". intuition, management,
or planning of some sovereign,
whether dictator or "leader," ia
not a standard. A standard must
be consistent with democracy!
Accordingly, ,a standard : re¬

quires no shiftingmariipulationr
or adjustment. It is automatic in
its working, sincri it depends for;
its effectivenes "upon /the free
choice of iridividuais who, hccept
it.

A standard then, is not deter¬
mined; it determines.

Definition of Monetary Standard!
I would give as a practical def"

initiori of a monetary standard
that it is the thing which deter¬
mines the value of the monetary
unit. Find out that upon which
the value of the monetary unit de¬
pends, and you will find/ the
standard. When the paper dollar
depends for its value upon a cerr
tain quantity of a certain metal,
such dependence being generally
recpgriized because of complete
two-way convertibility, we say
that we are on the gold standard
or the silver standard, as thoj
case may be.

There is no,pretense at the pres^
ent time that we are on any ob^
iective standard as to the value ot
the dollar at home; How could
there be, when so large a part of

in "managing" :the :currency, and
in attempting /to fix prices? !^
any country in which there is rip.
itarida'rd/the teridebcyds tp hoard
som^ctoriiodities/pr/rp^ /p^tate^
thus/showing -the 'absepce ;pf aj
standard./ The adoption- ot infla^i
tionary hedges, is si eonfessipri that
the currency; is ridi^ri a standrif^
(It strikes me as being somewhat
ludicrous that so many of our cit-^
izeris/sit^^ arid complain
must fight inflation and hold
prices down, while at the samp
time assuming , that we haye some
standard for our currency;, and if
the Treasury's so-called / fixed
price of gold means anything as
to the purchasing power of the
dollar in trade, why all the dis¬
cussion about inflation arid defla¬
tion?) . . * 1
To riiy mind; the proof is con¬

clusive, in that commodity prices
remained practically unchanged
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during; the . years 1934 to 1939"
while the quantity of gold in the

gold dollar ' had> been ^ reduced
nearly 50%, and the price of gold
was raised from $20.67 paper dol¬
lars to $35 paper dollars per
ounce, or about 70%. Obviously,
it would have been impossible that
commodity prices other than that
of gold could have remained un¬

changed while the gold dollar was
cut in two," if our prices had been
measured in terms of gold dol¬
lars.

Nor is it any truer that interna¬
tionally we are on some sort of a
gpld standard. True, the govern¬
ment has bought gold,. It has also,
after due consideration, allowed
gold to be shipped abroad. But this
is only after all political angles
have been , considered. Exchange

Sj^ontrols prevail. Financial and po¬
litical arrangements govern the
iction of the authorities. There is

hardly a trace of automatic action
whereby the value of the dollar
in exchange for other currencies
would depend upon its convert¬

ibility into gold-. Why do foreign
traders think gold worth $70 an
ounce despite the so-called price
©J $35 adopted by our Treasury?

• As already pointed out, the
scarcity of the dollar in interna¬
tional trade is entirely due to the
scarcity of products in the hands
of those who desire to trade for
American goods.
f Having faced the fact that we
are on no standard in this country,
and. thus come to understand bet¬
ter what a standard is, the next
step should be to decide what
standard we should point toward.
Without boring you with an ex¬
tended discussion of this subject,
I' will state'my conclusion that
only one standard has ever
worked, namely the gold standard.
I do not say that it is easy to at¬
tain and maintain any standard,
whether in morals or literature or

money.Where is there perfec¬
tion in the.world? But I do say
that the nearest to perfection that
has ever been attained in the way
of a monetary standard, and the
only one that has persisted in ef¬
fect for long periods of time, has
been one based on gold. Look into
any alleged case in which fiat
currency has worked for a time
and you will always find that its
apparent success has been a be¬
lief or hope in its convertibility
into gold or silver.

The Gold Standard

• My conclusion is that we should
point toward the gold standard,
and my thought is that the first
step is to find out what gold is
worth in terms of the paper dol¬
lar, or if you please, to find out
What the paper dollar is worth in
terms of gold.' (How can you do
one thing without the other?)
'

The fundamentals of the situa¬
tion! are fhpt we have outstanding
a vast amount of currency. The
total amount of demand deposits
and money! in circulation is in the
neighborhood of $107 billions. It
i*s highly important to note that
tbiff cur^ncy4aihcla$tic. In other
Words, there is .no automatic re¬
tirement fpr-it, One of the cUrses
df inflation based 'on public debt
is,that claims in the form of bOhd-
secured :inotes.r'andVdepp|its''inust

IJPijsi ya$t -amdunt cpi inelastic
currency i§.>§eyeralvtin^s: larger

shooting began, it has, increased
far;out;pf p^ortiQn^
crease^ in the quantities, of com¬
modities and services for which it
is designed to serve as a medium
of exchange, v , I
We do not dare to allow it to

be. used freely in exchange. The
turnover of bank deposits is high-
Xj^subnormal,' showing Only a
faint trace of life, as it were. The
large amount bf money in circula¬
tion in one way or another rep¬

resents hoarding,or other abnor¬
mal retardants of circulation.

Thus we do not know what a

paper dollar is really worth. By

the same token, we do not knotv
what quantity of gold there $hould
be in a gold dollar. Incidentally,
we do not know what quantity of
paper may be issued and must

rely upon some indefinite feeling
that already we have too much.

Under these circumstances
something in the way of a free
gold market must be allowed. The
citizens in this country should be
allowed to possess gold and to buy
and sell it as they would any other
reputable commodity. Our pro¬
ducers should be allowed to sell

gold in the world markets. If a

free gold market existed, we
would soon be in little doubt as to
the true value of the paper dol¬
lar, whether in exchange for Colo¬
rado potatoes or the pound sterl¬
ing. V

- As it is, what do we find? We
find ourselves fed with rumors

and reports as to quotations for
gold in foreign currencies which
indicate that an ounce of gold
may actually be worth anything
between $50 and $80. Our Treas¬
ury sits there holding out a so-
called price of gold which indi¬
cates that the paper dollar ought
to be worth l/35th of an ounce of
gold. In the black markets, how¬
ever, smart foreign traders in the
Orient and elsewhere, register
their judgment that the paper dol¬
lar is worth somewhere in the
neighborhood of l/70th of an
ounce of gold. They are willing
to bet that the American paper
dollar is worth little if any more
than half what the Treasury buy¬
ing "price" holds it out to be. It
is no wonder that across the bor¬
ders of most countries today we
find gold being smuggled for black
market purposes. Gold pesos are
being flow out of Mexico to en¬
able the citizens of China, Iran,
and Argentina to use them for
savings and legal tender. Recent¬
ly an American airman was ar¬
rested for engaging in such traf¬
fic from our own shores.

I do not undertake to say just
how provision for a free gold
market should be made. 'But <ss

an economist, and as an honest
man who believes in freedom, I
am absolutely sure that the time
is near at hand when we should
be able to find out in an objective
way what the relative values of
paper dollars and gold dollars are.

Problems of Currency Liquidation

At this point the big political
and economic problem of liquida¬
tion and readjustment should be
considered. How are we to liqui¬
date the mass of paper currency

including demand deposits? How
are we to realize on the sterilized
hoards of gold?

One way would be to call in the
notes and scale down the deposits,
thus reducing the total claims.
This would be precisely what the
OPA administration did when,
having issued more red tokens
than there were pounds of meat
and butter, they cancelled a part
of the excess issue of such tokens.
Another way is to allow the

currency outstanding to remain
in effect, merely allowing and
facilitating 'an upward Readjust¬
ment in prices to a level at which
ithe currency would be Used at
Ithe norbaal- rate bf turnover. :
; Back' in the darly part of; the
19tH eentfiry during the Napole¬
onic wars, jthe eminent ^economist,
David Ricardo; argued ihat the ex¬
cessive note ; issues should be

;scaled down! to fit* the bullion re*
serves ofvthe^ank of EhglaM.1
wonder^if > such ah approach is
feasible -at : the - present; time;
Frankly I doUbt it, if for no other
reason than that so large a part of
the claims now outstanding in the
shape of notes and deposits are
held by individuals. Not only are
they, held byjndividuals, but, to
an ^appreciable extent, they are
held by the common people. It
has been one of the main object¬
ives of the administration to com¬

pel the people to subscribe to its
bonds and to engage in forced

war savings. The result is that the
people are not going to sit by and
see the principals of their sav¬

ings bonds and the number of dol¬
lars in their deposit accounts, re¬
duced. Even if they were willing
to do this, whom would they how
trust to do it? ►

Under the circumstances of such
large inelastic and widely held
masses of currency, or "liquid sav¬
ings" as they are sometimes called,
it seems likely that the value of
the dollar will have to be read¬

justed downward. The number of
paper dollars is large in relation
to the relatively fixed quantity of
gold. Very well—there will prob¬
ably have; to be some further de¬
valuation^ which means a reduc¬
tion in the quantity of gold in the
gold dollar. This, I believe, would
in part be the only way that we
could both (1) return to the gold
standard and (2) retain anything
like the number of dollars now

existing in our circulation, in de¬
posits, and in "liquid savings."
Note, furthermore, that it seems

the more likely in that we have
been led into an attempt to main¬
tain a high exchange ratio for vast
masses of foreign currencies in re¬
lation to our own. We have vir¬
tually agreed to a dilution of dol¬
lar exchange. The only alterna¬
tive, a general scaling down of
foreign currency issues, seems to
be unlikely.

Prices to Be Maintained

Moreover, it seems that paper
dollars will have to decline in
purchasing power with relation
to goods; that is, to the general
run of comodities and services.
This, of course, would mean high¬
er prices. Such a further depre¬
ciation in the purchasing power of
the currency, based upon de¬
valued gold dollars, would enable
us to use the existing currency.
As prices rise, it takes more dol¬
lars to do a given physical volume
of business. Such a rise, I think, is
one condition of the return to
equilibrium in our economic life.
While a rise in prices of this

sort, is properly referred to as in¬
flation, you will note that it is an
inflation of the currency that al¬
ready exists. The rise in prices is
but a yielding to unfavorable
economic forces. And it would be
prevented from running away, by
keeping paper dollars convertible
into gold.

Probably, such a rise will go too
far, and the momentum of it carry
beyond the point of equilibrium.
A business recession with some
decline in prices would doubtless
follow in due course—say some¬
time between now and 1951 at the
latest. But I do not think that
prices will at any time recede to
the ptewar levels, and I am sure
that when the final equilibrium is
restored, it will be at a perma¬
nently higher level.
Incidentally, this would prob¬

ably keep the "secondary" war
depression from being as great or
as long as those following the
Civil War and World War I.
A very important point to note

in this connection is that the
amount of gold in existence con¬
stitutes no objection to the use
of gold as a monetary standard.
Most emphatically there is no lack
of gold. Not only are the hoards
of gold maintained at various
points scattered over the. world
enormous, but there has been con¬
siderable addition to the produc¬
tion capacity in recent years. The
notable additions have been those
in the Orange Free State, South
Africa, ; and in the. Canadian
Northwest territory. The Siberian
gold resources are by no means
fully exploited. It seems to me
probable, however, that the main
factor in supply is the tremendous
quantity of old gold that has been
driven underground. After Eng¬
land's abandonment of the gold
standard in 1931, followed shortly
by the New Deal performance,
gold went underground. So there
i$ now not .oply the 20-billion

hoard buried at. Fort Knox; but
also there is probably something
like another 20 billion in private
or government hoards scattered
throughout the caves and cellars
of the world. With the return to

a gold standard the metal would
emerge. As I have already indi¬
cated, one of the advantages of the
gold standard would be the return
to use of these now wasted gold
resources

Conclusion

In conclusion, it is important to
consider the essentials of money.
For over a decade now, we have
been bombarded with arguments
in favor of a "managed currency"
and against a resort to. any objec-'
tive standard. It is not going to
be easy, to offset the effect of all
this propaganda, without going
through a terrible depression
which would compel people to see
the fallacies of Keynes and the
Communists.

The function of money is not
that conceived by the New Deal,
namely to serve as a means of
central control and social reform
—one that can be used for the
purpose of giving everybody in
the world a bottle of milk a day.
The function of money is to meas¬
ure objective or free market val¬
ues. These are the values upon
which economic democracy de¬
pends.
In order that money may ful¬

fill this function, there are cer¬
tain definite requirements. The
first and most obvious one is that
the money must itself have objec¬
tive value. You can not measure
distance without using a yardstick
that has distance itself. Just so,

you can not measure value with¬
out using a monetary unit that also
has value in the same sense that
the thing measured has value.
It follows from this that the

money unit must be desired and
must have scarcity. Any tyro in
economic theory will tell you this.
What ;then are the conditions of
monetary desire and scarcity?
First, the thing used as money

must be fit for the purpose. It
must have "fitness value." It must
be generally acceptable on account
of its convenience, durability, di¬
visibility, and portability. It
must be stable in its value, so that
it may serve as a basis for credit
transactions and a standard for
deferred payments.
The point of stability brings us

to tlie supply side and the ele¬
ment of scarcity. Here note that it
is most important that the quan¬
tity of the material be used for
money to be limited by nature,
but that the quantity available to
man be variable according to the
costs of production. In other
words, the ideal money material
must be producible, but costly.
More than that, the cost must be
pretty definitely ascertainable,
not that of a mere by-product.
In this respect, gold is ideal. In
the present state of our knowl¬
edge, the total quantity of gold
in the world is limited, but the
quantity available for; use can be
increased; depending upon, econ¬
omic ' conditions, including freely
determined costs of production.
Thus the commodity, gold, be¬

ing, .desirable'.and scarce in the
same sense that most economic
goods are desirable and $carce, is
fitted to play its partW a mecU-
um of . exchange. Its general ac?
ceptability and the stability ofita
value, make it one of the best
suited means for use as a stand¬
ard of deferred payments.
~ Such is the case for a gold
standard. If there be any other
material that is more, fit, let us
choose it; only let Us have some
objective standard for our money
that is as good as gold. This we
must do unless we are prepared
to surrender, our individual free¬
dom, and submit to'the whims of
the dictator in a managed ecpn-

omy with a managed currency.

The Blocked Sterling
Balances: Enzig

(Continued from page 867)
and elsewhere, hold the view that
a reasonable compromise, accept¬
able to both parties, should be
negotiated. The figure they usually
have in mind varies between one-

third a n.d two-thirds of the
amount. A possible basis of some
such compromise would be the ac¬
ceptance of the principle that the
debts should be scaled down on
the basis of the purchasing power

parities of Sterling in relation to
the currencies concerned. Thus,
if on the basis of the purchasing
power parities the rupee ought to
have been devalued to, say 9d, hw
stead of being maintained at the
overvalued rate of 18d, the debts
due to India should be corre-,
spondingly reduced by 50%., An-*
other formula is that debts arising
from imports from the creditor
countries should be recognized,
while debts arising from the ex¬

penditure of British troops in
India, Egypt, Iraq, Syria, Persia,
etc., should be cancelled, since
the presence of these troops saved
the countries concerned from Axis
invasion.

(4) The Security school. A resile
istic school of thought believes
that the amount of Sterling bal-f
ances recogized in relation to
each credit or country should be~
equal to the total of British finan¬
cial interests in those countries,
not more and not less. The Brit¬
ish debt to India would provide a

security for the British owners pf
property or claims in India. Sinc^
the balances are only likely to be
repaid over a very long period (50
years is the period usually sug-*
gested) the British investors will
have ample time to liquidate their
investments. And if meanwhile
they should suffer losses through
civil war or anti-foreign legisla¬
tion, they will be compensated by
the' British Treasury

^ out of the
amounts ofThe consolidated Ster¬
ling balances. 7:■;
Until; comparatively• recently

there was also a fifth school of
thought, according to which the
Sterling balances were really a
blessing in disguise, because they
will secure a permanent market
for British goods. In the mean¬
time most people realized, -how¬
ever, that there is no point in ex¬
porting merely for the sake of
creating employment. At the pres¬
ent moment the truth of this is
brought forcibly home by the
scarcity of labor, fuel and raw
materials. And by the time the
"age of plenty" has returned the
negotiations for the funding of the -
Sterling balances will have been
concluded. So for all practical
purposes the negotiations will be
conducted in an atmosphere in^
spired by acute scarcity of labor,
in which the idea of exporting for
the sake of creating employment
will not appeal to many people. ; <s
In any case, under the Washing¬

ton Loan Agreement Britain ii
precluded front stipulating that,
the released Sterling balances
must be released in a form avpiH
able for spending in any part of
the world. British exporters Will
stand to gain no specific: advan-t
tage from granting the creditors
generous terms, for there will be
nq safeguards whatsoever against
the money being spent in othpi?
countries.. ,v■.
"

Allowing for all these consid-*
erations, it is not surprising to
note the pessimistic trend of the
forecasts of the outcome of the,
negotiations with India. For the
British Government cpuld not ef4
ford to conclude an agreement
which does not materially reduce
the amount of the debt. On the
other hand, the new Indian Gov¬
ernment refuses even to consider
the idea of a reduction of the to¬
tal. So a deadlock must be con¬
sidered a certainty.
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Problems ol Postwar Air Transportation
(Continued from page 867)

4,361 civil and military airports in
operation in the United States. Of

these, 3,566 were civil airports, the j
remainder being devoted to mili- |
tary purposes. (See Table I.) Gen- .

TABLE I

United States Airports as of Oct. 1, 1946 f
Types of Operation *•

Commercial
_ 1,823

, Municipal 1,333 ,
CAA Intermediate 202
Military 795 {
All others 158 1

Total 4,361
Size Classification
Class Sub. I* 486

I .v 1,334
n__ 1,208

, y , ; III.--- 486
IV and better

- 847

"M; Total 4,361
.♦.-•Indicates airports which exist but do
nop come up to Class I standards,

erally, Class I airports, of which
we now possess 1,334, are suitable
only for private owner, small-type
aircraft. Class II, of which we
now have 1,208, are suitable for
larger-type private owner aircraft
and smaller transport planes for
local and feeder service. Class III,
of which we now possess 486, can
accommodate present-day twin-
engine transport aircraft; while
Class IV or larger airports, of
which there are 847, can serve the
largest aircraft now in use and
those planned for the immediate
future.

This summary would appear to
present quite a good picture were
it not darkened by the fact that
numerous of the larger airports,
built with Federal funds during
the War, were constructed in
places of no particular commercial
importance and solely for military
purposes. We therefore find small
communities in the Southwest, for
example, possessing large airports
and many a good sized town in
other parts of the country with
nothing ?fbut, a small airport or
none at all. This raises a serious
situation when airlines attempt to
expand their services to new
Places. For example, among the
280 places now approved for air
carrier service in this country
there are approximately 140 which
do not meet the desirable mini¬
mum of 5,000 foot paved runways.
In addition, many of the airports
used by commercial airlines have
inadequate taxiways, parking and
servicing aprons, an insufficient
number of runways for the normal
variation of winds, and obstructed
approaches. Of course, where
proper taxiways are not provided,
runways must serve a dual pur¬
pose, with a serious loss in traffic
capacity.
Applications to bring air serv¬

ice to 678 communities not now

receiving it are on file with the
Civil Aeronautics Board, but the
residents of most of these places
will not be able to obtain satis
factory scheduled air transporta
tion unless airports are con¬
structed or improved. Steps are
being taken to improve the gen¬
eral situation but not in time to
solve many of the immediate air
port deficiency problems for com¬
mercial air transportation. Most of
the'Federal funds proposed to be
spent in airport construction,
matched with local funds, are to
be invested in the smaller airports
—Classes I and II—which are of
no significance in commercial air
line operations.!

f The 1947 Airport Program an¬
nounced in January of that year
by the Civil Aeronautics Author¬
ity calls for the construction of 232
new Class I, 109 new Class II 44
new Class /III airports. Projectsfor improvement of certain exist¬
ing airports call for 82 Class I, 177Class II and 153 Class III. This
new construction and improve¬
ment will call for the expenditure
of nearly $34 million in Federal
funds and about $38 million pro¬vided by local or state govern-

t; v

It will be seen, therefore, that
under conditions as they have ex¬
isted in the past and still exist at
many places, commercial air
transport has been and still is
carried on regularly and faithfully
under several serious handicaps
imposed by the limitations of the
typical airport. In some cases the
latest and most efficient types of
planes, those most favored by
passengers, cannot be operated
safely out of existing airports and
local service has to be given with
older planes of much more limited
performance, but having an ad¬
vantage on the particular point of
rapidity of take-off or angle of
climb, or not given at all. In other
cases operations are subject to the
economic handicap of a limitation
on maximum loading of the plane
at its take-off to substantially be¬
low what it would be allowed to

carry off a field of more adequate
area. Some communities, although
their airports suffice through the
greater part of the year, find
themselves 'deprived of service
during periods of bad weather,
especially during the snows of
winter and the thaws of spring.
Other airports, usable under good
weather conditions, are unsatis¬
factory for instrument landings or
even for visual approaches in bad
weather until means have been
found for removing some particu¬
larly unfavorable obstruction from
the neighborhood or until the
landing area itself has been en¬

larged.
(2) Location. The second inade¬

quacy which has proved a serious
handicap to airline plans for mass
transportation has proven to be
airport location. Only about half
of the civil airports serving com¬
munities of any size are within
three miles of their centers. More
than 75% of all airports are, how¬
ever, within six miles of the center
of the community H which^/they
serve. In miles this does no£ ap¬
pear to be such a bad situation but
it is driving time between the city
and the airport that is of most im¬
portance. Here the big city suffers
because at such places airports
are of necessity at greater dis¬
tances from business centers. It is

highly desirable that airport loca¬
tions be as close the center of the
cities they serve as is possible but
the airlines themselves can do lit¬
tle to improve this situation. The
solution appears to be the devel¬
opment of express highways or
other high-speed ground transpor¬
tation to and from airports so as
to decrease the ground time of
passengers, particularly of those
only going a comparatively short
distance by air.
(3) Inadequate passenger and

cargo handling facilities. There is
not a single airport in the United
States with adequate facilities to¬
day to handle the volume of

passenger or cargo business which
could be developed by the airlines;
and which must be developed if
they are ever to be considered as

"mass market" carriers.

As far as passengers are con¬

cerned, the airlines spend con¬
siderable sums for harmoniously
decorated plane interiors, • for
comfortable seats, for hostess serv¬
ice, for hot meals aloft, and for
many other items that make pas¬
sengers comfortable. Yet, at the
end of the trip, when air traveler
steps from a plane, he is often
forced to enter an air terminal
building where conditions are far
from satisfactory. There is often
no place to sit down, restaurant
facilities would not do credit to
a bus station, let alone to a facility
serving a premium type of trans¬
portation. Baggage handling is
slow and inefficient and the whole
standard of air terminals is far
below what it should be from the
standpoint of available space and
convenience for the passenger.
The result is that many first-time
air travelers become disgusted
and the airlines lose them as

potential ^customers. . Jn, &py

ways this is not the fault of the
airlines.

As far as cargo goes there is not
an airport in the country with
even a vestige of the proper facili¬
ties for handling it in volume. The
cargo potential for air transporta¬
tion is tremendous yet many
minutes or hours, which mean
miles in the air, are now wasted be¬
cause of airport cargo deficiencies
in ground handling. It may well
be that larger communities will
find it necessary to develop air¬
ports particularly for cargo han¬
dling before many years have
passed.

The second principal circum¬
stance that has arisen in connec¬

tion with air transportation is the
safety factor. Recent air crashes
have directed public attention to
this matter and despite the fact
that 1946 was the best year, from
a safety standpoint, which our air¬
lines have ever enjoyed (See
Table II) with only 1.6 fatalities
per hundred million passenger-
miles flown, there is every indica¬
tion that there will be a Congres¬
sional investigation of the whole
situation. Such an investigation
may well bring out the fact that
the airlines themselves are not to
blame for some of the situations
leading to accidents but that for
others they are. The safety situa¬
tion is composed of two parts: (1)
The situation on our airways and
around airports. (2) The safety
of the planes themselves. The first
of these involves airway and air¬
port traffic control under the Civil
Aeronautics Authority, the instal-
ation of blind-landing and other
devices to aid aerial navigation,
and the general acceptance on the
part of airlines of whatever sys¬
tem the Federal authorities may
adopt. The second is a matter of
avoiding accidents by the airlines
through perfected equipment kept
constantly airworthy, the employ¬
ment of conscientious, experienced
and intelligent personnel, directed
by a conservative executive poli¬
cy; thorough training of new per¬
sonnel before they assume re¬

sponsibility; constant checking of
work being done; alterness in for-
seeing the possibilities of accidents
and preventing them before they
can occur; and more efficient co¬
operation between operating units.
Generally speaking, adverse

weather is a major contributing
factor in the more disastrous air
accidents. Congress cannot change
the weather, but it can provide for
better observations and more ac¬

curate forecasts of weather through
appropriations for research work
and for a larger and better trained
personnel. Also, Congress , can
provide for better facilities to
meet the hazards of darkness, low
visibility and adverse weather.
Another cause entering into al¬
most every major accident to a

greater or lesser degree, is human
error. This applies alike to
ground and flying personnel. In
nearly every case had one less
error occurred, the accident prob¬
ably could have been prevented.
The purpose of legislation now in
effect, and which may be proposed
in the future, should be to provide
such regulations and facilities as
will reduce human errors to the
lowest possible minimum.

to do before their tremendous

capacity as mass carriers or people
and cargo can reach full develop¬
ment. They can do a lot of what
needs to be done themselves, but
they will also need a continuing
assistance from Federal, State and

local governments. Where to draw
the line is the question. But air
transportation is possessed of too
great potentialities for social and
economic progress to permit it to
wither or die because of a lack of
public realization of its problems.

Outlook for Motion
Picture Industry

(Continued from page 864)
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TABLE II

Airline Passenger Fatalities Per
000 Passenger-miles, 1929-46

Number of

Passenger
Fatalities

14

24
25

19

8

17
15
44
40
25
9

35

, 35
55
22
48

76

75

Rate per
100 Million

Passenger-miles
18.27
28.57
23.49
14.96
4.61

9,05
5.78
10.10

8,39
4.48
1.20
3.05
2.35

'

3.71
1.34
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2.17
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stockholders; and I was asked if I
would say something concerning
the situation to this group in gen¬
eral. At first I said I would rather

not, because there was nothing
tangible, to take hold of. On Jan.
23 we really got something tan¬
gible. Mr. Baxter issued a report
on the motion picture industry.

The Baxter Report
I read Mr. Baxter's reports reg¬

ularly. I read them because every
once in a while I get too enthusi¬
astic. But when Mr. Baxter's re¬

port comes in for that week, why,
it takes most of it out of me and
I get down to a sane and sensible
level again.
Mr. Baxter picked all the things

which have been stated to be

wrong with the motion picture
business—his conclusion could be
summed up as follows: "By all
means get out of the motion pic¬
ture business." But, since Mr.
Baxter has lately said that you
should get out of all stocks as

::ast as you can, why, we think that
just means that we are just even
with everybody else. But he did
make sufficiently tangible asser-
ions that I felt I could discuss
them in an open meeting.
The basic inherent idea behind

all these assertions that we are

leaded for trouble is the one that
the national income is going to go
down, and if the national income
goes down the disposable income

1 go»down; and if,the dispos¬
able^ income goes down, consumer
expenditures will go down and the
motion picture business will go
down along with it.
In fact, people who have

reached the idea that the motion
picture business has been inflated
feel it will go down two or three
times as fast as the others. ;

In 25 years that hasn't happened.
For 25 years the rribtion picture
business—that is, the gross levels
in the motion picture business—
have been practically a constant
proportion of consumer expendi¬
tures in this country. Prior to 1940
it was possible to draw a constant
correlation between national in¬
come and motion picture expendi¬
tures. In 1940, and to some ex¬

tent in a few of the preceding
years, where the rate of taxation
in proportion to national income
became very high — and that
started about 1936— the correla¬
tion began to go wrong. So, from
1936 to 1940 we went back and
got the figures on disposable in¬
come and we had another set of
correlations and we decided we

would correlate from then on with
the disposable income.
In other words, starting in 1936,

the ratio of taxes to national in¬
come had gone up, the ratio of
money that people had to expend
for the purposes of their own liv¬
ing went down. So we began to
correlate with disposable income
In 1940 and 1941 a new factor

entered the situation, and it has
stayed in existence up close to the
present time—not quite up to the
present time, because we are now

back closer to disposable income
than we were in the war years.
The thing that happened then was
enforced savings. The enforced
savings at times during the war
reached figures of $30 to $40 bil
lions, and those savings repre
sented funds which were riot
available to the motion picture
industry but for government loans
So from 1940 on, we went back
and got; a new set of fi|

that is consumer expenditure*
back to 1920; and the motion pic¬
ture income correlates all the way
through with consumer expendi¬
tures.

With the end of the war lasft
year, consumer expenditures be¬
gan to creep up on disposable in¬
come.

Operates on Level of Income
On the basis of experience II

think that you are entitled to be¬

lieve, as we do, that the motion
picture business will operate at
levels which will be determined!
by the national income, by the
disposable income, and consumer
expenditures.
All those developments which

bring consumer expenditures
closer to national income, are
good for the motion picture busi¬
ness. From that standpoint, when
the Republican Party got control
of Congress some months ago, it
looked like that might be good!
for the motion picture business,
because they evidently came into
power on an assumption that there
was going to be a decrease in
taxation. If the late issues of the

newspapers mean what they say,
maybe that is not going to happen*
There are many prognostications

of what the levels of consumer

expenditure, disposable income,
and national income are likely to
be over the next year.
The American Economic Asso¬

ciation had a meeting in Atlantiq
City at the end of the year, and at
number of well known economists
made estimates as to what was

likely to happen to American in¬
come during the coming year. The
surprising thing is that there is
almost universal agreement that
for the year 1947, at least the
levels of consumer expenditures,
national income, and disposable
income are likely to be 'perhaps
slightly higher than they were ins
1946. If that turns out to be true,
there seems to be little reason to»
suppose that the motion-picture
business is going to be picked oufc
as the one which will suffer while
all the rest remain high.
There is another theory with

respect to consumer expenditures
and that is that people are going,
to use their money for durable
consumer goods — automobiles,
radios, television sets, washing
machines; all things of that nature.
In the past it never seemed to
make much difference in the mo¬

tion picture business which prod¬
uct they used their money for,
The motion picture gets its share*
We don't see any reason why ill
should make any difference in
1947.

No Basis for pessimism

So we can't help wondering a
little bit about just what all the
pessimism toward amusement se¬
curities is based on. But, being
cautious—and I told you the pes¬
simism started several months ago
—at least one of the companies
started a program in Hollywood
of producing pictures on a more
efficient basis. I refer to Metiu-
Goldwyn-Mayer.
Metro-Goldwyn-Mayer is the

largest studio in Hollywood. The
effort on their part to realize
economies in production, and the
impression that their efforts have
made upon the personnel io
Hollywood, has been very bene¬
ficial to the situation that ex¬

isted, out there, - >

' So it seems to me that if we
are to look at this situation, tfoaft
the outlook from our. AmericizB
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standpoint is perhaps a little more
favorable than it was.
There is another point with re¬

spect to the motion picture busi¬
ness or the amusement business
in that the people who are pessi¬
mistic about it say it is not a

growth business, and that any¬
body who is intelligent will have
all his money in growth securi¬
ties.

I don't know what they mean

by a growth business, but basic¬
ally all stable consumer businesses
are growth businesses as long as
the population of the United
States continues to increase. The
pessimistic statements of various
people who have worked out
growth curves for populations
have been belied over the last ten
years—in fact, a great many of
them ten years ago said the pop¬
ulation would be stationary by
1950. Census reports indicate it
is still growing healthily.

More Leisure Time

Our business is a growth in¬
dustry in another sense. The mo¬
tion picture consumes leisure time
for the so-called common people.
Leisure time in this world exists
in America to probably a greater
extent than it does throughout
most of the rest of the world. But
it has not been a long time that
much leisure time has existed in
America. If we go back a hundred
years and examine how long men
worked in manufacturing plants
and how much time a housewife
and mother had to work to keep
her house going and her family
comfortable, we get some surpris¬
ing figures.
The average worker in an in¬

dustrial plant a hundred years ago
worked about 65 hours a week. I
don't know whether you realize
what 65 hours a week of work
means. Excluding Sunday from
the 168 hours in the entire week—
and certainly most of them didn't
work on that day—and you are
down to 144 hours, or six days.
If a man gets eight hours sleep a

day, you deduct 48 hours from the
144 total, and you are down to 96
hours left. If he eats three meals
a day and takes any time at it at
all, he must take at least one hour
and maybe two a day; so you take
six to 12 hours off from the 96.
And you are down to 84 to 90
hpU£s. in which a man has to get
'dressed in the morning to g'o.jto
his work, to sit down and smoke
his pipe; and the sum of all the
time available for those items a

hundred years ago was just 20
hours a week.

The housewife, with her hours
of labor at that time, practically
had no leisure time. It takes about
20 hours a week the man had just
to do the things about life that
one has to do. To do the little
errands that are not concerned
with our work. So you can say
that at that time the ordinary
working man had no leisure hours.
When you get up to the period

between 1900 and 1915 we still
find that man working 54 hours a
■week. In other words, by that
time he has acquired ten leisure
hours. Ten leisure hours aren't
really very many, especially when
you want to divide it up among
sports, hunting, fishing, and the
motion picture business. And also
if you include all those other
leisures which are generally de¬
scribed under the name of sex.

Anybody between the ages of 15
and 25 at least spends a great deal
of time on that subject. So there
still wasn't much leisure time.

By 1929 those leisure hours
were increased by another ten. So
from practically no leisure a hun¬
dred years ago we had gone to say,

. ten leisure hours in 1905,20 leisure
hours by 1929; and then came the
Roosevelt Administration and took
credit for the trend that had been
going on for some time and said
that everybody ought to havemore
leisure hours; so that by 1937 the
ordinary working hours of the

. country were in the neighborhood
df 37 to 38 hours. And we reached
27 or 28 leisure hours per week
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that could be used to go to the
movies.

During the war the working
hours increased again, but the
laws under which we have a 40-
hour week in this country are
still on the books, and with the
end of the war and the unwill¬
ingness of manufacturers to pay
for overtime, leisure hours came
back again with a great jump.
And, as would be expected, peo¬
ple came back to the movies.
The trend toward more leisure

time is a trend which I think
most of us believe has not stop¬
ped. It is a trend that can con¬

tinue as long as the technical
development of manufacturing
skills, of selling ideas, continues.
In other words, every gain which
helps to produce goods more read¬
ily must finally turn in some sense
to giving people 'more leisure
time. And as it gives people more
leisure time, they have more time
to spend on amusements and the
movies.
From that standpoint we are

unable to see why the amusement
business isn't a growth business
just as much as a great many
others.
The development of the amuse¬

ment business has paralleled the
development of that leisure time.
In 1909, which is the first year for
which there is any survey avail¬
able from which the income of the
motion picture industry could be
calculated—and, by the way, the
survey that was made at that time
was made in connection with a

commission trying to find out
whether they could tax the
movies or not, a procedure which
our politicians are still well
familiar with—showed about 78
million dollars being spent in the
motion picture business.
The next survey, made by a

committee of the New York Legis¬
lature in 1917, showed a somewhat
higher figure, $192 millions; a sur¬
vey made in 1920-21 showed $494
millions. !<> » ' r
The business increased with $he

increase of national income from
1920 until a peak was reached
in 1930 of about $756 millions.
That $756 millions was at admis¬
sion prices, which were almost as

ligh as they are at the present
time. For the theatres in which
Paramount is interested, the ad-*
mission prices, based on a survey
of attendance versus dollars, were
higher in 1930 than they are at
the present time by about 12%.
Following that period, there

came a price deflation in the mo¬
tion picture business. The price
of admissions dropped to almost
50% of the top 1929-30 level.
It was amazing to see that that

price drop was evidently calcu¬
lated by some 15,000 exhibitors of
the country to keep the theaters
well attended, and there is a lot
of good showmanship psychology
in trying to do that. There is
nothing more exasperating than to
sit in a theater with an audience
of 15 or 20 people and watch the
reaction to a good comedy. No¬
body laughs. When the theatre is
full, the audience response is just
what the producer would hope it
would be. So you will find that
exhibitors usually price their
theaters to maintain a fairly reg¬
ular attendance which fills the
theater at least at the peak hours.
These price decreases and that

condition of exhibitors' desire to
fill the theater for maximum
audience reaction produced a con¬
dition where the 1933 deflation in
the picture business was largely
a price deflation. It was not an
attendance deflation. Since that
time prices in theaters have
started to crawl back again.
The price in 1929 of the aver¬

age admission was just under 40
cents. The price of the average
admission throughout the country
by 1934 had descended to about
22 cents. That price is probably
back again to around 38 cents, or
39 cents at the present time.
The prices I am giving you are

net after taxes, so when ypu look
at 'me and say, "I know
than that," because you pay more

in some of the places where you
go to see the motion pictures, you
are saying that that price is 48,
49, or 50 cents. As far as you are
concerned it is that; as far as we
are concerned, it isn't. The dif¬
ference is just part of that money
which the Government takes in
taxation and which is not avail¬
able for the benefit of any in¬
dustry at all.
You have heard, I am quite cer¬

tain, and probably are aware of a
great many spots where the things
which I have just stated are not
true. I can name some of them
myself. The most glaring example
of where they aren't true, of
course, is where shipbuilding was
taking place during the war. The
large cities on the West Coast
were shipbuilding centers. New¬
port News was another one. Those
cities are heavily deflated as far
as the motion picture business is
concerned. I happen to know
more about the figures in Newport
News than I do about some of the
other situations in the country.
Newport News theaters during the
war were so full for so long that I
suspect some of the people, unable
to find housing, were using them
for lodging houses. At the present
time in Newport News we consider
it a good week when we do 35 to
40% of the business that was done
there during the war.
But taking the country by and

large, that situation simply does
not exist.

Foreign Difficulties
I have just covered the two

really good things about the mo¬

tion picture business, and that is
that, looked at from the long-
range standpoint, it will be just
as good as the rest of your secur¬
ities are and that it will probably
grow just as extensively. That
doesn't mean that everything is
good about the motion picture
business. The motion picture busi¬
ness has been the missionary of
America to the rest of the world.
It has probably told the rest of
the world more about what the
standard of living is in America
and what are our Hollywood
dreamers' views on what they
would like to see in America than

any other industry. In doing that,
it jhas profoundly influenced the
rest of the world with the amount
of liberty of action which exists
ip America; and it has produced
great dissatisfaction in a great
many countries with the condi¬
tions under which the people lived
in those countries.

In doing that, it has made it
tough for the governments of
those countries, because invari¬
ably, prior to the war the Amer¬
ican motion picture represented
conditions—and you can call them
Pollyana conditions if you like—
which were much more appealing
to those people than those under
which they had to live.
We have a great many critics

in the world who say you

shouldn't treat people to that kind
of amusement fare. Most of your
critics on the newspapers who re¬

view motion pictures, who review
plays, who review books, are ar¬
dent realists; and they say that
literature and motion pictures are

great when they portray the fact
that, in addition to the pleasant
things of life, there are a great
many unpleasant things in life.
They call that realism. They call
that literature. And it stirs us

profoundly when we read it and
see it. But when we are tired at
the end of the day, we don't like
to walk down the corner and pay

money and see it all over again.
We have probably had enough of
it in our life during the day and
we want to get away from it.
Hollywood has realized that.

And there is much more portrayed
of it in our motion pictures than
there really is in the world—I am
speaking of optimism and pleasant
conditions. But that is what the

people want, that is what they
are willing to pay for, and that is
what bther governments Who don't
have - living - conditions like we

have here, quite often*object to.
So you have two reasons why

the American motion picture
meets with difficulty iri foreign
markets. Now, that isn't altogether
true of the situation in England.
In my basic philosophy toward

the English I probably could be
called an Anglophile, because I
have a great respect for the things
that the English have done over
the past century in bringing to a

great many distant places in the
world some of their philosophy
of democracy and of social de¬
velopment. However, the British,
who during that period lived on
their colonies and on their income
from shipping and insurance, are
in a difficult situation. They are

losing not only their economic
grip but also their political grip
on those other nations associated
with the British Commonwealth.

They have watched the growth of
the American motion picture in
that situation. They have watched
its effect on those people. And
there is no doubt in my mind that
they are determined that the mo¬
tion picture is an inducement
which, if they can be successful in
appealing to people throughout the
world with their ideas in the mo¬

tion picture, they can regain some
of that control and influence
which they have lost.
So there is a definite campaign

on in England for the develop¬
ment of British pictures.
I don't think there is any mo¬

tion picture company which
doesn't approve of that idea. They
like it. I think they will all make
pictures in England. But it is dif¬
ficult to accept, as the English
say, that they can't let any more
money come to America for the
pictures which the Americans
have sent them in the past and
which they will send them in the
future. It is particularly difficult
when the head of the British
Board of Trade makes the definite
statement that pictures made in
Englahd must have cultural val¬
ues, they must uplift the level of
society.
Our experience over here is that

the public will stand a certain
amount of that kind of material,
Dut they won't stand too much
of it.

British Competition

I had dinner with a man who
had made a motion picture survey
lor the head of the Board of Trade
in England some time ago, and
we discussed the motion picture
business (and by the way, the mo¬
tion picture business has seen the
development of theater chains in
England and the problems with
them are just the same as they
are in America, and nobdy can
justifiably say that the theater
chains over here keep out British
pictures), but we discussed two
British pictures which have come
over here during the past year
and have produced considerable
comment. The two were "Caesar
and Cleopatra" and "Henry V."
"Henry V" has had great crit¬

ical acclaim, and perhaps it should.
It is a Shakespeare story. It is
beautifully done from the stand¬
point of composition of the pic¬
ture. It has a marvelous musical
score. But it has just about as
much suspense and drama in it as
a Mother Goose rhyme. So for
those people in the metropolitan
centers who are particularly in¬
terested in art and art forms, the
picture is one to which everybody
goes. The ordinary businessman
and I have heard this from so

many of Them — whose wife
dragged him to it because of what
she had heard about it from the
critics, came out and said he slept
through most of it.
"Caesar and Cleopatra" is a

picture made probably in what
you would understand best if I
called it the DeMille technique.
It is fairly successful here in
America, even in the small towns.
When I talked to this gentleman

and told him that I didn't think
would be any trouble with

ish pictured over here if they
just made them like Caesar and

Cleopatra and not like Henry V,
he told me they didn't have any
intention of doing that. They were
going to make them like Henry V*
because that was the kind of pic¬
tures they wanted to have the
British industry make. And they
didn't want them made . like
Caesar and Cleopatra. • >.<

There is a curious situation, be¬
cause it seems to me that if they
make pictures like Henry V they
can't get them played in America
for the money that they want to
get out of America. If they make
them like Caesar and Cleopatra,
which isn't the way they seem to
want them to be made—and I can
read you a statement of Sir Staf¬
ford Cripps to that effect, not
mentioning Caesar and Cleopatra
but mentioning the content which
should be in pictures—they are
not going to get them played. And
all I have to say is they are prob¬
ably not going to get them played
in England either. If they will
make them, and the American
companies will make them over

there, under the standards which
they are made here, and which
are standards which have been

developed by the testing of pic¬
tures on audiences, it is probable
that we will have no trouble with
the British situation, because their
pictures will be successful here
and ours will be successful there.
I could go on and discuss other

points which have been brought
up concerning the future of the
motion picture business for some
time, but I am a little afraid that
the time allotted to me is begin¬
ning to run out. I would like to
feel that you people here are in
the same relationship to me that
you would be if you were sitting
across a desk from me in an of-^
fice. You know problems about
the picture business which havd
impressed you. There must be
questions on your mind which I
have not answered, and if there
are, I would like to devote some
time to letting you ask me those
questions and seeing 'whether I
can answer them or not.

Increase in Resources

Of Fed. Savs. & Loan
Insurance Corp. in '46
Resources of the1. Federal Sav¬

ings and Loan Insurance Corpo¬
ration, which covers savings in¬
vested in some 2,500 savings and
loan associations, increased by
$11,126,000 during 1946, William
H. Husband, General Manager of
the Corporation, announced on
Jan. 25. This growth brings the
aggregate resources of the Insur¬
ance Corporation to $176,387,000—
as compared with its original
capital of $100,000,000 when es¬
tablished by Congress in 1934, the
report of the Agency said; it
added:
"All reserves of the Corpora¬

tion, plus unallocated income, to¬
taled $72,621,139 on Dec. 31, a rise
of $10,452,422 over the previous
year-end figure."
The Insurance Corporation's net

income for the last six months of
1946 amounted to $5,270,945, com¬
pared with $4,675,937 for the same
period of 1945, Mr. Husband said.
The $265,007 of administrative ex^-
penses of the Corporation for the
six months amounted to only
4.8% of the Corporation's total
income, which is derived from
premium payments from insured,
savings and loan associations, ad¬
mission fees from institutions
newly insured and interest on the
Corporation's invested capital and
reserves. , c

Insurance premiums earned
during the last six months of the
year reached $3,529,702, which is
$628,915 more than the amount
earned in the comparable months
of 1945. Mr. Husband pointed
out that the gain is the result of
a large increase in the savings of
the public held by insured assor
ciations as well as the enrollment
of additional institutions into thd
insured group during the year.
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during the yean 1934 to 1939; the same token, we do not know
while the Quantity of gold in the what quantity of gold there should
gold dollar had been reduced I 6e in a gold dollar. Incidentally,
nearly 50%, and the price ot gold we do not know what quantity of
was raised from $29J? paper dot- paper may be issued and must
Jars to $35 paper dollars per rely upon some indefinite feeling
ounce, or about 79%. Obviously, that already we have too much,
it would have been impossible that j Under these circumstances
commodity prices other than that something in the way of a free
of gold could have remained un- gold market must be allowed. The
changed while the gold dollar was f citizens in this country shouid be
cut in two. if our prices had been allowed to possess gold and to buy
measured in terms of gold dol- and sell it as they would any other
Iars ! reputable commodity. Our pro-
Nor is it any truer that interna- j ducers should be allowed to sell

tionatly we are en some sort of a! gold in the world markets. If a

gold standard True, the govern- j free gold market existed, we
ment has bought gold. It has also, i would soon be in little doubt as to
after due consideration, allowed j the true value of the paper dol-
gold to be shipped abroad. But this j lar, whether in exchange for Colo-
is only after all political angles j rado potatoes or the pound sterl-
have been considered. Exchange ing.
controls prevail rinancial and po- j As it is> what do we find? We
Jitical arrangements govern the fj!ld ourselves fed with rumors
action of the authorities. There is s 3n(j reports as to quotations for
hardly a trace of automatic action g0jcj jn foreign currencies which
whereby the value of the dollar indicate that an ounce of gold
in exchange for other currencies

may actually be worth anything
would depend upon its convert- between $50 and $80. Our Treas-
ibiltty into gold. Why do foreign urv s^s there holding out a so-
traders think gold worth $«0 an railed price of gold which indi-

j I so-emailed price cates that the paper dollar oughtof $.ii adopted by our Treasury. f0 t)C worth 1 /35th of an ounce of
As already pointed out, the gold. In the black markets, how-

scarcity of the dollar in interna- ever, smart foreign traders in the
tional trade is entirely due to the j Orient and elsewhere, register
scarcity of products in the hands j their judgment that the paper dol-
of those who desire to trade for lar is worth somewhere in the
American goods. j neighborhood of l/70th of an
Having faced the fact that we ounce of gold. They are willing

are on no standard in this country, 1° bet that the American paper
and thus come to understand bet- ; dollar is worth little if any more
ter what * standard is, the next j than half what the Treasury buy-
step should he to decide what i big "price" holds it out to be. It
standard we should point toward, is no wonder that across the bor-
Wlthout boring you with an ex- ders of most countries today we
tended discussion of this subject,, find gold being smuggled for black
I will state my conclusion that1 market purposes. Gold pesos are
ohly one standard has ever' being fiow out of Mexico to en-
worked namely the gold standard, able the citizens of China, Iran,
I do not say that it b easy to at- and Argentina to use them for
tain and maintain any standard, savings and legal tender. Recent-
Whether m morals or literature or ly an American airman was ar¬
mors Where is there perfee- rested for engaging in such traf¬

fic from our own shores

I do not undertake to say just
how provision for a free gold

tion un the world"' But I do say
that the nearest to perfection that
has ever been attained n the way
of a fBtwclary standard, and the market should be made. But as

only one that has persisted in ef- an economist, and as an honest
feel tor long perheb. of time, has man who believes in freedom, I
been mm based on gold Look into am absolutely sure that the time
any alleged ruse in which fiat is near at hand when we should
currem> has, worked for a time be able to find out in an objective
and yew *i»l alwa>« find that its way what the relative values of
apparent *orc#».«, has been a be- paper dollars and gold dollars are.
lief ?»/ iw*w:- ♦ > ii% c<»nvertibilitv
into gotd m «u\ft Problems of Currency Liquidation

.. At this point the big political
* Sianaard and economic problem of liquida-

Rf> c*»n<i* that v\e should tion and readjustment should be
point toward the gold standard, considered. How are we to liqui-
and e is that the first date the mass of paper currency
step r* to find out what gold is including demand deposits? How
worth n. term# of the paper dol- are we to realize on the sterilized
lar. m it you please, to find out hoards of gold?
what the paprr dollar is worth in Qne way would be to call in the

tan
,yo" notes and scale down the deposits,

©he tfetr f wfttnout the other ) thus ' reducing the total claims.
The iwiidafMmtals of the situa- This would be precisely what the

tion are thai w tew outstanding OPA administration did when,
a vast afBoyfit of currency. The having issued more red tokens
total mmmmt of demand deposits i than there were pounds of meat
wtd umBry m circulation is in the * and butter, they cancelled a part
twighhwfm&d of 1197 billions. It of the excess issue of such tokens.
i« highly important to note that Another wav is to allow the

ln*bistic. other
currency outstanding to remain

Hil§ SSL1If#0/?3 re~ hi effect, merely allowing and
»! a 1 UiSuf facilitating an upward readjust-

S?m*l °J5 Poblic debt j ment in prices to a level at which
7 the currency would be used at

tSlkctti deposits must the normal rate of turnover.
Thil vatt amount of inelastic i9^aC^en\uryheduring the^Napote-

cumoey i« several times largerj wlTtLeS
than if mm in 1134. when all the !^J ^ardo ^autdthatth^ex
Omtm mm, It has increased J^ve note issues should £

'J*. ,n* !Sd down to m the bullion re!
1 ,,^ ,?!?? ? I c<?mT! selves of the Bank of England.' Iservices for which it j WOnder if such an approach is

*wv© as a medium feasible at the present time,

w Frankly I doubt it, if for no other
We do not dare to allow it to reason than that so large a part of

be used freely in exchange. The i the claims now outstanding in the
turnover of back deposits is high- shape of notes and deposits are
ly subnormal, thawing only a held by individuals. Not only are
faint trace of life, as it were. The they held by individuals, but, to
large amount of money in cireula- an appreciable extent, they are
tion in one way or another rep- held by the common people. It
resents hoarding or other abnor- j has been one of the main object¬
ion! retardants of circulation. j ives of the administration to com-
Thti§ we m not know what a j pel the people to subscribe to its

paper dollar is really worth. By I bonds and to engage in forced

war savings. The result is that the
people are not going to sit by and
see the principals of their sav¬

ings bonds and the number of dol¬
lars in their deposit accounts, re¬
duced. Even if they were willing
to do this, whom would they now
trust to do it?

Under the circumstances of such
large inelastic and widely held
masses of currency, or "liquid sav¬

ings" as they are sometimes called,
it seems likely that the value of
the dollar willjjave to be read¬
justed downward. The number of
paper dollars is large in relation
to the relatively fixed quantity of
gold. Very well—there will prob¬
ably have to be some further de¬
valuation, which means a reduc¬
tion in the quantity of gold in the
gold dollar. This, I believe, would
in part be the only way that we
could both (1) return to the gold
standard and (2) retain anything
like the number of dollars now

existing in our circulation, in de¬
posits, and in "liquid savings."
Note, furthermore, that it seems

the more likely in that we have
been led into an attempt to main¬
tain a high exchange ratio for vast
masses of foreign currencies in re¬
lation to our own. We have vir¬
tually agreed to a dilution of dol¬
lar exchange. The only alterna¬
tive, a general scaling down of
foreign currency issues, seems to
be unlikely.

Prices to Be Maintained

Moreover, it seems that paper
dollars will have to decline in
purchasing power with relation
to goods; that is, to the general
run of comodities and services.
This, of course, would mean high¬
er prices. Such a further depre¬
ciation in the purchasing power of
the currency, based upon de¬
valued gold dollars, would enable
us to use the existing currency.

As prices ris.e, it takes more dol¬
lars to do a given physical volume
of business. Such a rise, I think, is
one condition of the return to

equilibrium in our economic life.
While a rise in prices of this

sort, is properly referred to as in¬
flation, you will note that it is an
inflation of the currency that al¬
ready exists. The rise in prices is
but a yielding to unfavorable
economic forces. And it would be

prevented from running away, by
keeping paper dollars convertible
into gold.

Probably, such a rise will go too
far, and the momentum of it carry
beyond the point of equilibrium.
A business recession with some

decline in prices would doubtless
follow in due course—say some¬

time between now and 1951 at the
latest. But I do not think that
prices will at any time recede to
the prewar levels, and I am sure
that when the final equilibrium is
restored, it will be at a perma¬
nently higher level.

Incidentally, this would prob¬
ably keep the "secondary" war
depression from being as great or
as long as those following the
Civil War and World War I.

A very important point to note
in this connection is that the
amount of gold in existence con¬
stitutes no objection to the use
of gold as a monetary standard.
Most emphatically there is no lack
of gold. Not only are the hoards
of gold maintained at various
points scattered over the world
enormous, but there has been con¬
siderable addition to the produc¬
tion capacity in recent years. The
notable additions have been those
in the Orange Free State, South
Africa, and in the Canadian
Northwest territory. The Siberian
gold resources are by no means
fully exploited. It seems to me
probable, however, that the main
factor in supply is the tremendous
quantity of old gold that has been
driven underground. After Eng¬
land's abandonment of the gold

standard in 1931, followed shortly

by the New Deal performance,
gold went underground. So there
is now not only the 20-billion

hoard buried at Fort Knox; but
also there is probably something
like another 20 billion in private
or government hoards scattered*
throughout the caves and cellars
of the world. With the return to
a gold standard the metal would
emerge. As I have already indi¬
cated, one of the advantages of the
gold standard would be the return
to use of these now wasted gold
resources

Conclusion

In conclusion, it is important to
consider the essentials of money.
For over a decade now, we have
been bombarded with arguments
in favor of a "managed currency"
and against a resort to any objec¬
tive standard. It is not going to
be easy to offset the effect of all
this propaganda, without going
through a terrible depression
which would compel people to see
the fallacies of Keynes and the
Communists.

The function of money is not
that conceived by the New Deal,
namely to serve as a means of
central control and social reform
—one that can be used for the

purpose of giving everybody in
the world a bottle of milk a day.
The function of money is to meas¬
ure objective or free market val¬
ues, These are the values upon
which economic democracy de¬
pends.
In order that money may ful¬

fill this function, there are cer¬
tain definite requirements. The
first and most obvious one is that
the money must itself have objec¬
tive value. You can not measure
distance without using a yardstick
that has distance itself. Just so,

you can not measure value with¬
out using a monetary unit that also
has value in the same sense that

the thing measured has value.
It follows from this that the

money unit must be desired and
must have scarcity. Any tyro in
economic theory will tell you this.
What then are the conditions of

monetary desire and scarcity?
First, the thing used as money

must be fit for the purpose. It
must have "fitness value." It must
be generally acceptable on account
of its convenience, durability, di¬
visibility, and portability. It
must be stable in its value, so that
it may serve as a basis for credit
transactions and a standard for
deferred payments.
The point of stability brings us

to the supply side and the ele¬
ment of scarcity. Here note that it
is most important that the quan¬

tity of the material be used for
money to be limited by nature,
but that the quantity available to
man be variable according to the
costs of production. In other
words, the ideal money material
must be producible, but costly.
More than that, the cost must be
pretty definitely ascertainable,
not that of a mere by-product.
In this respect, gold is ideal. In
the present state of our knowl¬
edge, the total quantity of gold
in the world is limited, but the
quantity available for use can be
increased, depending upon econ¬
omic conditions, including freely
determined costs of production.

Thus the commodity, gold, be¬
ing desirable and scarce in the
same sense that most economic
goods are desirable and scarce, is
fitted to play its part as a medi¬
um of exchange. Its general ac¬

ceptability and the stability of its
value, make it one of the best
suited means for use as a stand¬

ard of deferred payments.
Such is the case for a gold

standard. If there be any other
material that is more fit, let us

choose it; only let us have some

objective standard for our money
that is as good as gold. This we

must do unless we are prepared

to surrender our individual free¬

dom, and submit to the whims of
the dictator in a managed econ¬

omy with a managed currency.

The Blocked Sterling
'vV'W.. 1 MM ■ .

(Continued from page 867)
and elsewhere, hold the view that <

a reasonable compromise, accept¬
able to both parties, should be
negotiated. The figure they usually
have in mind varies between one- ;
third and two-thirds of the |
amount. A possible basis of somev
such compromise would be the ac- ;
ceptance of the principle that the
debts should be scaled down on
the basis of the purchasing power

parities of Sterling in relation to
the currencies concerned. Thus,I
if on the basis of the purchasing |r
power parities the rupee ought to
have been devalued to, say 9d, in-p
stead of being maintained at the
overvalued rate of 18d, the debts
due to India should be corre-f
spondingly reduced by 50%. An-*
other formula is that debts arising
from imports from the creditor
countries should be recognized,
while debts arising from the ex¬

penditure of British troops in
India, Egypt, Iraq, Syria, Persia,
etc., should be cancelled, since
the presence of these troops saved
the countries concerned from Axis
invasion.

(4) The Security school. A real¬
istic school of thought believes
that the amount of Sterling bal¬
ances recogized in relation to>.
each credit or country should be
equal to the total of British finan¬
cial interests in those countries,
not more and not less. The Brit¬
ish debt to India would provide a

security for the British owners of
property or claims in India. Since
the balances are only likely to be?
repaid over a very long period (50
years is the period usually sug¬
gested) the British investors will
have ample time to liquidate their-
investments. And if meanwhile
they should suffer losses through
civil war or anti-foreign legisla¬
tion, they will be compensated by
the British Treasury out of the
amounts of the consolidated Ster¬
ling balances.
Until comparatively recently

there was also a fifth school of
thought, according to which the
Sterling balances were really a
blessing in disguise, because they
will secure a permanent market
for British goods. In the mean¬
time most people realized, how¬
ever, that there is no point in ex¬
porting merely for the sake of
creating employment. At the pres¬
ent moment the truth of this is
brought forcibly home by the
scarcity of labor, fuel and raw
materials. And by the time the
"age of plenty" has returned the
negotiations for the funding of the
Sterling balances will have been
concluded. So for all practical
purposes the negotiations will be
conducted in an atmosphere in¬
spired by acute scarcity of labor,
in which the idea of exporting for
the sake of creating employment
will not appeal to many people.
In any case, under the Washing¬

ton Loan Agreement Britain is
precluded from stipulating that
the released Sterling balances
must be released in a form avail¬
able for spending in any part of
the world. British exporters will
stand to gain no specific advan«*r
tage from granting the creditors
generous terms; for there will be
no safeguards whatsoever against
the money being spent in other-
countries. ,

Allowing for all these consid¬
erations, it is not surprising to
note the pessimistic trend of the |
forecasts of the outcome of the
negotiations with India. For the
British Government could not af¬
ford to conclude an agreement
which does not materially reduce |
the amount of the debt. On the
other hand, the new Indian Gov-'
ernment refuses even to consider j
the idea of a reduction of the to¬
tal. So a deadlock must be con¬

sidered a certainty.
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Problems of Postwar Air Transportation
' 5 ? A A! C

, w (Continued from page 867) |
4,361 civil and military airports in i

operation in the United States. Of
these, 3,566 were civil airports, the
remainder being devoted to mili¬
tary purposes. (See Table I.) Gen-

TABLE I

United States Airports as of Oct. 1, 1946

Types of Operation
1,823Commercial

Municipal
CAA Intermediate

Military
All others

1,383 .

202

795 |
158 1

Total 4,361

Size Classification
Class Sub. I* 486

I 1,334
II 1,208III 486
IV and better 847

Total 4,361

♦Indicates airports which exist but do
not come up to Class I standards.

erally, Class I airports, of which
we now possess 1,334, are suitable
only for private owner, small-type
aircraft. Class II, of which we
now have 1,208, are suitable for
larger-type private owner aircraft
and smaller transport planes for
local and feeder service. Class III,
of which we now possess 486, can
accommodate present-day twin-
engine transport aircraft; while
Class IV or larger airports, of
which there are 847, can serve the
largest aircraft now in use and
those planned for the immediate
future.

This summary would appear to
present quite a good picture were
it not darkened by the fact that
numerous of the larger airports,
built with Federal funds during
the War, were constructed in
places of no particular commercial
importance and solely for military
purposes. We therefore find small
communities in the Southwest, for
example, possessing large airports
and many a good sized town in
other parts of the country with
nothing but a small airport or
none at all. This raises a serious
situation when airlines attempt to
expand their services to new

places. For example, among the
286 places now approved for air
carrier service in this country
there are approximately 140 which
do not meet the desirable mini¬

mum* of 5,000 foot paved runways.
In addition, ^iany of the airports
used by commercial airlines have
inadequate taxiways, parking and
servicing aprons, an insufficient
number of runways for the normal
variation of winds, and obstructed
approaches. Of course, where
proper taxiways are not provided,
runways must serve a dual pur¬
pose, with a serious loss in traffic
capacity.

Applications to bring air serv¬
ice to 678 communities not now

receiving it are on file with the
Civil Aeronautics Board, but the
residents of most of these places
will not be able to obtain satis¬

factory scheduled air transporta¬
tion unless airports are * con¬

structed or improved. Steps are

being taken to improve the gen¬
eral situation but not in time to

solve many of the immediate air¬
port deficiency problems for com¬
mercial air transportation. Most of
the Federal funds proposed to be
spent in airport construction,
matched with local funds, are to
be invested in the smaller airports
•—Classes I and II—which are of

no significance in commercial air¬
line operations.!

f The 1947 Airport Program an¬
nounced in January of that year
by the Civil Aeronautics Author¬
ity calls for the construction of 232
new Class I, 109 new Class II, 44
new Class III airports. Projects
for improvement of certain exist¬
ing airports call for 82 Class I, 177
Class II and 153 Class III. This
new construction and improve¬
ment will call for the expenditure
of nearly $34 million in Federal
funds and about $38 million pro¬
vided by local or state govern-

:'2i mentis. ' .

•> n J ■> ■ • ( •

•It will be seen, therefore, that
under conditions as they have ex¬
isted in the past and still exist at
many places, commercial air
transport has been and still is
carried on regularly and faithfully
under several serious handicaps
imposed by the limitations of the
typical airport. In some cases the
latest and most efficient types of
planes, those most favored by
passengers, cannot be operated
safely out of existing airports and
local service has to be given with
older planes of much more limited
performance, but having an ad¬
vantage on the particular point of
rapidity of take-off or angle of
climb, or not given at all. In other
cases operations are subject to the
economic handicap of a limitation
on maximum loading of the plane
at its take-off to substantially be¬
low what it would be allowed to
carry off a field of more adequate
area. Some communities, although
their airports suffice through the
greater part of the year, find
themselves deprived of service
during periods of bad weather,
especially during the snows of
winter and the thaws of spring.
Other airports, usable under good
weather conditions, are unsatis¬
factory for instrument landings or
even for visual approaches in bad
weather until means have been
found for removing some particu¬
larly unfavorable obstruction from
the neighborhood or until the
landing area itself has been en¬
larged.

(2) Location. The second inade¬
quacy which has proved a serious
handicap to airline plans for mass
transportation has proven to be
airport location. Only about half
of the civil airports serving com¬
munities of any size are within
three miles of their centers. More
than 75% of all airports are, how¬
ever, within six miles of the center
of the community which they
serve. In miles this does not ap¬
pear to be such a bad situation but
it is driving time between the city
and the airport that is of most im¬
portance. Here the big city suffers
because at such places airports
are of necessity at greater dis¬
tances from business centers. It is
highly desirable that airport loca¬
tions be as close the center of the
cities they serve as is possible but
the airlines themselves can do lit¬
tle to improve this situation. The
solution appears to be the devel¬
opment of express highways or
other high-speed ground transpor¬
tation to and from airports so as
to decrease the ground time of
passengers, particularly of those
only going a comparatively short
distance by air

(3) Inadequate passenger and
cargo handling facilities. There is
not a single airport in the United
States with adequate facilities to
day to handle the volume of
passenger or cargo business which
could be developed by the airlines;
and which must be developed if
they are ever to be considered as
"mass market" carriers.

As far as passengers are con¬

cerned, the airlines spend con¬
siderable sums for harmoniously
decorated plane interiors, for
comfortable seats, for hostess serv¬
ice, for hot meals aloft, and for
many other items that make pas¬
sengers comfortable. Yet, at the
end of the trip, when air traveler
steps from a plane, he is often
forced to enter an air terminal
building where conditions are far
from satisfactory. There is often
no place to sit down, restaurant
facilities would not do credit to
a bus station, let alone to a facility
serving a premium type of trans¬
portation. Baggage handling is
slow and inefficient and the whole
standard of air terminals is far
below what it should be from the

standpoint of available space and
convenience for the passenger.
The result is that many first-time
air travelers become disgusted
and the airlines lose them as

potential customers. In many

ways this is not the fault of the
airlines.

As far as cargo goes there is not
an airport in the country with
even a vestige of the proper facili¬
ties for handling it in volume. The
cargo potential for air transporta¬
tion is tremendous yet many
minutes or hours, which mean
miles in the air, are now wasted be¬
cause of airport cargo deficiencies
in ground handling. It may well
be that larger communities will
find it necessary to develop air¬
ports particularly for cargo han¬
dling before many years have'
passed.
The second principal circum¬

stance that has arisen in connec¬

tion with air transportation is the
safety factor. Recent air crashes
have directed public attention to
this matter and despite the fact
that 1946 was the best year, from
a safety standpoint, which our air¬
lines have ever enjoyed (See
Table II) with only 1.6 fatalities
per hundred million passenger-
miles flown, there is every indica¬
tion that there will be a Congres¬
sional investigation of the whole
situation. Such an investigation
may well bring out the fact that
the airlines themselves are not to
blame for some of the situations
.eading to accidents but that for
others they are. The safety situa¬
tion is composed of two parts: (1)
The situation on our airways and
around airports. (2) The safety
of the planes themselves. The first
of these involves airway and air¬
port traffic control under the Civil
Aeronautics Authority, the instal-
ation of blind-landing and other
devices to aid aerial navigation,
and the general acceptance on the
part of airlines of whatever sys¬
tem the Federal authorities may

adopt. The second is a matter of
avoiding accidents by the airlines
through perfected equipment kept
constantly airworthy, the employ¬
ment of conscientious, experienced
and intelligent personnel, directed
by a conservative executive poli¬
cy; thorough training of new per¬
sonnel before they assume re¬

sponsibility; constant checking of
work being done; alterness in for-
seeing the possibilities of accidents
and preventing them before they
can occur; and more efficient co¬

operation between operating units.
Generally speaking, adverse

weather is a major contributing
factor in the more disastrous air
accidents. Congress cannot change
the weather, but it can provide for
better observations and more ac¬

curate forecastsofweather through
appropriations for research work
and for a larger and better trained
personnel. Also, Congress can
provide for better facilities to
meet the hazards of darkness, low
visibility and adverse weather.
Another cause entering into al¬
most every major accident to a

to do before their tremendous
capacity as mass carriers or people
and cargo can reach full develop¬
ment. They can do a lot of what
needs to be done themselves, but
they will also need a continuing
assistance from Federal, State and
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local governments. Where to draw
the line is the question. But air
transportation is possessed of too
great potentialities for social and
economic progress to permit it to
wither or die because of a lack of
Dublic realization of its problems.

Outlook lor Motion
Picture Industry

(Continued from page 864)
stockholders; and I was asked if I that is consumer
would say something concerning
the situation to this group in gen¬
eral. At first I said 1 would rather

not, because there was nothing
tangible to take hold of. On Jan.
23 we really got something tan¬
gible. Mr. Baxter issued a report
on the motion picture industry.

is consumer expenditures
back to 1920; and the motion pic¬
ture income correlates all the way

through with consumer expendi¬
tures.

With the end of the war las?:
year, consumer expenditures be¬
gan to creep up on disposable in-,
come.

greater or lesser degree, is human
error. This applies alike to
ground and flying personnel. In
nearly every case had one less
error occurred, the accident prob¬
ably could have been prevented.
The purpose of legislation now in
effect, and which may be proposed
in the future, should be to provide
such regulations and facilities as
will reduce human errors to the
lowest possible minimum.

TABLE II

Domestic Airline Passenger Fatalities Per

Number of Rate per

Passenger 100 Million

Year Fatalities Passenger-mi
1929 __ _ 14 18.27

1930 24 28.57

1931 25 23.49

1932 _ _ 19 14.96

1933 _ 8 4.61

1934 _ 17 9,05
1935 15 ' 5.78

1936 44 10.10

1937 _ 40 8,39
1938 25 4.48

1939 9 1.20

1940 _ 35 3.05

1941 __ 35 2.35

1942 _ 55 3.71

1943 _ _ _ 22 1.34

1944 48 2.12

1945 76 2.17

1946 _ 75 1.06

There is much fyr the airlines

The Baxter Report

I read Mr. Baxter's reports reg¬

ularly. I read them because every
once in a while I get too enthusi¬
astic. But when Mr. Baxter's re¬

port comes in for that week, why,
it takes most of it out of me and
I get down to a sane and sensible
level again.
Mr. Baxter picked all the things

which have been stated to be

wrong with the motion picture
business—his conclusion could be
summed up as follows: "By all
means get out of the motion pic¬
ture business." But, since Mr.
Baxter has lately said that you
should get out of all stocks as
fast as you can, why, we think that
just means that we are just even
with everybody else. But he did
make sufficiently tangible asser¬
tions that I felt I could discuss
them in an open meeting.
The basic inherent idea behind

all these assertions that we are
headed for trouble is the one that
the national income is going to go

down, and if the national income
goes down the disposable income
will go down; and if the dispos¬
able income goes down, consumer
expenditures will go down and the
motion picture business will go
down along with it.
In fact, people wh.o have

reached the idea that the motion
picture business has been inflated
feel it will go down two or three
times as fast as the others.
In 25 years that hasn't happened.

For 25 years the motion picture
business—that is, the gross levels
in the motion picture business—
have been practically a constant
proportion of consumer expendi¬
tures in this country. Prior to 1940
it was possible to draw a constant
correlation between national in¬
come and motion picture expendi¬
tures. In 1940, and to som^ ex¬
tent in a few of the preceding
years, where the rate of taxation
in proportion to national income
became very high — and that
started about 1936 — the correla¬
tion began to go wrong. So, from
1936 to 1940 we went back and
got the figures on disposable in¬
come and v/e had another set of
correlations and we decided we
would correlate from then on with
the disposable income.
In other words, starting in 1936,

the ratio of taxes to national in¬
come had gone up, the ratio of
money that people had to expend
for the purposes of their own liv¬
ing went down. So we began to
correlate with disposable income.
In 1940 and 1941 a new factor

entered the situation, and it has
stayed in existence up close to the
present time—not quite up to the
present time, because we are now
back closer to disposable income
than we were in the war years.
The thing that happened then was
enforced savings. The enforced
savings at times during the war
reached figures of $30 to $40 bil¬
lions, and those savings repre¬
sented funds which were not
available to the motion picture
industry but for government loans.
,So from 1940 on, we went back
and got a new set of figures, and

Operates on Level of Income
On the basis of experience 3

think that you are entitled to be¬
lieve, as we do, that the motion
picture business will operate afc
levels which will be determined
by the national income, by the
disposable income, and consumer
expenditures.
All those developments which

bring consumer expenditures
closer to national income, are

good for the motion picture busi¬
ness. From that standpoint, when
the Republican Party got control
of Congress some months ago, it
looked like that might be good
for the motion picture business,
because they evidently came into
power on an assumption that there
was going to be a decrease in
taxation. If the late issues of the
newspapers mean what they say,
maybe that is not going to happen.
There are many prognostications

of what the levels of consumer
expenditure, disposable income,
and national income are likely to
be over the next year.
The American Economic Asso¬

ciation had a meeting in Atlantic
City at the end of the year, and a
number of well known economists
made estimates as to what was
likely to happen to American in¬
come during the coming year. The
surprising thing is that there is
almost universal agreement that
for the year 1947, at least the
levels of consumer expenditures,
national income, and disposable
income are likely to be perhaps
slightly higher than they were in
1946. If that turns out to be true,
there seems to be little reason to
suppose that the motion-picture
business is going to be picked ouft
as the one which will suffer while
all the rest remain high.
There is another theory with

respect to consumer expenditures
and that is that people are going
to use their money for durable
consumer goods — automobiles,
radios, television sets, washing
machines; all things of that nature,
In the past it never seemed to
make much difference in the mo¬
tion picture business which prod¬
uct they used their money for,
The motion picture gets its share,
We don't see any reason why
should make any difference irj
1947.

No Basis for Pessimism
So we can't help wondering a

little bit about just what all the
pessimism toward amusement se¬
curities is based on. But, being
cautious—and I told you the pes¬
simism started several months ago
—at least one of the companies
started a program in Hollywooc!
of producing pictures on a murre
efficient basis. I refer to Metro-
Goldwyn-Mayer.
Metro-Goldwyn-Mayer is tie

largest studio in Hollywood. The
effort on their part to realize
economies in production, and the
impression that their efforts have
made upon the personnel in
Hollywood, has been very bene¬
ficial to the situation that ex¬
isted out there.

So it seems to me that if we
are to look at this situation, tlba3
the outlook from our Americuaa
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standpoint is perhaps a little more
favorable than it was.
There is another point with re¬

spect to the motion picture busi¬
ness or the amusement business
in that the people who are pessi¬
mistic about it say it is not a

growth business, and that any¬
body who is intelligent will have
all his money in growth securi¬
ties.

I don't know what they mean
by a growth business, but basic¬
ally all stable consumer businesses
are growth businesses as long as
the population of the United
States continues to increase. The

pessimistic statements of various
people who have worked out
growth curves for populations
have been belied over the last ten
years—in fact, a great many of
them ten years ago said the pop¬
ulation would be stationary by
1950. Census reports indicate it
is still growing healthily.

More Leisure Time

Our business is a growth in¬
dustry in another sense. The mo¬

tion picture consumes leisure time
for the so-called common people.
Leisure time in this world exists
in America to probably a greater
extent than it does throughout
most of the rest of the world. But
it has not been a long time that
much leisure time has existed in
America. If we go back a hundred
years and examine how long men
worked in manufacturing plants
and how much time a housewife
and mother had to work to keep
her house going and her family
comfortable, we get some surpris¬
ing figures.
The average worker in an in¬

dustrial plant a hundred years ago
worked about 65 hours a week. I
don't know whether you realize
what 65 hours a week of work
means. Excluding Sunday from
the 168 hours in the entire week—
and certainly most of them didn't
work on that day—and you are
down to 144 hours, or six days.
If a man gets eight hours sleep a
day, you deduct 48 hours from the
144 total, and you are down to 96
hours left. If he eats three meals
a day and takes any time at it at
all, he must take at least one hour
and maybe two a day; so you take
six to 12 hours off from the 96.
And you are down to 84 to 90
hours in which a man has to get
dressed in the morning to go to
his work, to sit down and smoke
his pipe; and the sum of all the
time available for those items a

hundred years ago was just 20
hours a week.

The housewife, with her hours
of labor at that time, practically
had no leisure time. It takes about
20 hours a week the man had just
to do the things about life that
one has to do. To do the little
errands that are not concerned
with our work. So you can say
that at that time the ordinary
working man had no leisure hours.
When you get up to the period

between 1900 and 1915 we still
find that man working 54 hours a
week. In other words, by that
time he has acquired ten leisure
hours. Ten leisure hours aren't

really very many, especially when
you want to divide it up among
sports, hunting, fishing, and the
motion picture business. And also
if you include all those other
leisures which are generally de¬
scribed under the name of sex.

Anybody between the ages of ^5
and 25 at least spends a great deal
of time on that subject. So there
still wasn't much leisure time.

By 1929 those leisure hours
were increased by another ten. So
from practically no leisure a hun¬
dred years ago we had gone to say,
fen leisure hours in 1905,20 leisure
hours by 1929; and then came the
Roosevelt Administration and took
credit for the trend that had been
going on for some time and said
that everybody ought to have more
leisure hours; so that by 1937 the
ordinary working hours of the

country were in the neighborhood
of 37 to 38 hours. And we reached
27 or 28 leisure hours per week

that could be used to go to the
movies.

During the war the working
hours increased again, but the
laws under which we have a 40-
hour week in this country are
still on the books, and with the
end of the war and the unwill¬
ingness of manufacturers to pay
for overtime, leisure hours came
back again with a great jump.
And, as would be expected, peo¬
ple came back to the movies.
The trend toward more leisure

time is a trend which I think
most of us believe has not stop¬
ped. It is a trend that can con¬

tinue as long as the technical
development of manufacturing
skills, of selling ideas, continues.
In other words, every gain which
helps to produce goods more read¬
ily must finally turn in some sense
to giving people more leisure
time. And as it gives people more
leisure time, they have more time
to spend on amusements and the
movies.
From that standpoint we are

unable to see why the amusement
business isn't a growth business
just as much as a great many
others.
The development of the amuse¬

ment business has paralleled the
development of that leisure time.
In 1909, which is the first year for
which there is any survey avail¬
able from which the income of the
motion picture industry could be
calculated—and, by the way, the
survey that was made at that time
was made in connection with a

commission trying to find out
whether they could tax the
movies or not, a procedure which
our politicians are still well
familiar with—showed about 78
million dollars being spent in the
motion picture business.
The next survey, made by a

committee of the New York Legis¬
lature in 1917, showed a somewhat
higher figure, $192 millions; a sur¬
vey made in 1920-21 showed $494
millions.
The business increased with the

increase of national income from
1920 until a peak was reached
in 1930 of about $756 millions.
That $756 millions was at admis¬
sion prices, which were almost as

high as they are at the present
time. For the theatres in which
Paramount is interested, the ad¬
mission prices, based on a survey
of attendance versus dollars, were
higher in 1930 than they are at
the present time by about 12%.
Following that period, there

came a price deflation in the mo¬

tion picture business. The price
of admissions dropped to almost
50% of the top 1929-30 level.
It was amazing to see that that

price drop was evidently calcu¬
lated by some 15,000 exhibitors of
the country to keep the theaters
well attended, and there is a lot
of good showmanship psychology
in trying to do that. There is
nothing more exasperating than to
sit in a theater with an audience
of 15 or 20 people and watch the
reaction to a good comedy. No¬
body laughs. When the theatre is
full, the audience response is just
what the producer would hope it
would be. So you will find that
exhibitors usually price their
theaters to maintain a fairly reg¬
ular attendance which fills the
theater at least at the peak hours.
These price decreases and that

condition of exhibitors' desire to
fill the theater for maximum
audience reaction produced a con¬

dition where the 1933 deflation in
the . picture business was largely
a price deflation. It was not an

attendance deflation. Since that
time prices in theaters have
started to crawl back again.
The price in 1929 of the aver¬

age admission was just under 40
cents. The price of the average
admission throughout the country
by 1934 had descended to about
22 cents. That price is probably
back again to around 38 cents, or
39 cents at the present time.
The prices I am giving you are

net after taxes, so when you look
at me and say, "I know better
than that," because you pay more

in some of the places where you
go to see the motion pictures, you
are saying that that price is 48,
49, or 50 cents. As far as you are
concerned it is that; as far as we
are concerned, it isn't. The dif¬
ference is just part of that money
which the Government takes in
taxation and which is not avail¬
able for the benefit of any in¬
dustry at all.
You have heard, I am quite cer¬

tain, and probably are aware of a

great many spots where the things
which I have just stated are not
true. I can name some of them
myself. The most glaring example
of where they aren't true, of
course, is where shipbuilding was
taking place during the war. The
large cities on the West Coast
were shipbuilding centers. New¬
port News was another one. Those
cities are heavily deflated as far
as the motion picture business is
concerned. I happen to know
more about the figures in Newport
News than I do about some of the
other situations in the country.
Newport News theaters during the
war were so full for so long that I
suspect some of the people, unable
to find housing, were using them
for lodging houses. At the present
time in Newport News we consider
it a good week when we do 35 to
40% of the business that was done
there during the war.
But taking the country by and

large, that situation simply does
not exist.

Foreign Difficulties
I have just covered the two

really good things about the mo¬

tion picture business, and that is
that, looked at from the long-
range standpoint, it will be just
as good as the rest of your secur¬
ities are and that it will probably
grow just as extensively. That
doesn't mean that everything is
good about the motion picture
business. The motion picture busi¬
ness has been the missionary of
America to the rest of the world.
It has probably told the rest of
the world more about what the
standard of living is in America
and what are our Hollywood
dreamers' views on what they
would like to see in America than

any other industry. In doing that,
it has profoundly influenced the
rest of the world with the amount
of liberty of action which exists
in America; and it has produced
great dissatisfaction in a great
many countries with the condi¬
tions under which the people lived
in those countries.

In doing that, it has made it
tough for the governments of
those countries, because invari¬
ably, prior to the war the Amer¬
ican motion picture represented
conditions—and you can call them
Pollyana conditions if you like—
which were much more appealing
to those people than those under
which they had to live.
We have a great many critics

in the world who say you
shouldn't treat people to that kind
of amusement fare. Most of your
critics on the newspapers who re¬
view motion pictures, who review
plays, who review books, are ar¬
dent realists; and they say that
literature and motion pictures are

great when they portray the fact
that, in addition to the pleasant
things of life, there are a great
many unpleasant things in life.
They call that realism. They call
that literature. And it stirs us

profoundly when we read it and
see it. But when we are tired at
the end of the day, we don't like
to walk down the corner and pay

money and see it all over again.
We have probably had enough of
it in our life during the day and
we want to get away from it.

Hollywood has realized that.
And there is much more portrayed
of it in our motion pictures than
there really is in the world—I am
speaking of optimism and pleasant
conditions. But that is what the

people want, that is what they
are willing to pay for, and that is
what other governments who don't
have living conditions like we

have here, quite often object to.
So you have two reasons why

the American motion picture
meets with difficulty in foreign
markets. Now, that isn't altogether
true of the situation in England.
In my basic philosophy toward

the English I probably could be
called an Anglophile, because I
have a great respect for the things
that the English have done over

the past century in bringing to a
great many distant places in the
world some of their philosophy
of democracy and of social de¬
velopment. However, the British,
who during that period lived on
their colonies and on their income
from shipping and insurance, are
in a difficult situation. They are
losing not only their economic
grip but also their political grip
on those other nations associated
with the British Commonwealth.
They have watched the growth of
the American motion picture in
that situation. They have watched
its effect on those people. And
there is no doubt in my mind that
they are determined that the mo¬

tion picture is an inducement
which, if they can be successful in
appealing to people throughout the
world with their ideas in the mo¬

tion picture, they can regain some
of that control and influence
which they have lost.

So there is a definite campaign
on in England for the develop¬
ment of British pictures.
I don't think there is any mo¬

tion picture company which
doesn't approve of that idea. They
like it. I think they will all make
pictures in England. But it is dif¬
ficult to accept, as the English
say, that they can't let any more

money come to America for the
pictures which the Americans
have sent them in the past and
which they will send them in the
future. It is particularly difficult
when the head of the British

Board of Trade makes the definite
statement that pictures made in
England must have cultural val¬
ues, they must uplift the level of
society.
Our experience over here is that

the public will stand a certain
amount of that kind of material,
but they won't stand too much
of it.

British Competition

I had dinner with a man who
had made a motion picture survey
for the head of the Board of Trade
in England some time ago, and
we discussed the motion picture
business (and by the way, the mo¬
tion picture business has seen the
development of theater chains in
England and the problems with
them are just the same as they
are in America, and nobdy can

justifiably say that the theater
chains over here keep out British
pictures), but we discussed two
British pictures which have come
over here during the past year
ahd have produced considerable
comment. The two were "Caesar
and Cleopatra" and "Henry V."
"Henry V" has had great crit¬

ical acclaim, and perhaps it should.
It is a Shakespeare story. It is
beautifully done from the stand¬
point of composition of the pic¬
ture. It has a marvelous musical
score. But it has just about as
much suspense and drama in it as
a Mother Goose rhyme. So for
those people in the metropolitan
centers who are particularly in¬
terested in art and art forms, the
picture is one to which everybody
goes. The ordinary businessman
—and I have heard this from so

many of them — whose wife
dragged him to it because of what
she had heard about it from the

critics, came out and said he slept
through most of it.
"Caesar and Cleopatra" is a

picture made probably in what
you would understand best if I
called it the DeMille technique.
It is fairly successful here in
America, even in the small towns.
When I talked to this gentleman

and told him that I didn't think
there would be any trouble with
English pictures over here if they
just made them like Caesar and

Cleopatra and not like Henry V,
he told me they didn't have any
intention of doing that. They wefey
going to make them like Henry V
because that was the kind of pic¬
tures they wanted to have the
British industry make. And they
didn't want them made like
Caesar and Cleopatra.
There is a curious situation, be¬

cause it seems to me that if they
make pictures like Henry V they
can't get them played in America
for the money that they want to
get out of America. If they make
them like Caesar and Cleopatra,
which isn't the way they seem to
want them to be made—and I can
read you a statement of Sir Staf¬
ford Cripps to that effect, not
mentioning Caesar and Cleopatra
but mentioning the content which
should be in pictures—they are
not going to get them played. And
all I have to say is they are prob¬
ably not going to get them played
in England either. If they will
make them, and the American
companies will make them over

there, under the standards which
they are made here, and which
are standards which have been

developed by the testing of pic¬
tures on audiences, it is probable
that we will have no trouble with
the British situation, because their
pictures will be successful here
and ours will be successful there.
I could go on and discuss other

points which have been brought
up concerning the future of the
motion picture business for some

time, but I am a little afraid that
the time allotted to me is begin-r
ning to run out. I would like to
feel that you people here are in
the same relationship to me that
you would be if you were sitting
across a desk from me in an of¬
fice. You know problems about
the picture business which have
impressed you. There must be
questions on your mind which I
have not answered, and if there
are, I would like to devote some

time to letting you ask me those
questions and seeing whether I
can answer them or not.

Increase in Resources

Of Fed. Savs. & Loan

Insurance Corp. in '48
Resources of the Federal Sav¬

ings and Loan Insurance Corpo¬
ration, which covers savings in¬
vested in some 2,500 savings and
loan associations, increased by
$11,126,000 during 1946, William
H. Husband, General Manager of
the Corporation, announced on
Jan. 25. This growth brings the
aggregate resources of the Insur¬
ance Corporation to $176,387,000—
as compared with its original
capital of $100,000,000 when es¬

tablished by Congress in 1934, the
report of the Agency said; it
added:

"All reserves of the Corpora¬
tion, plus unallocated income, to¬
taled $72,621,139 on Dec. 31, a rise
of $10,452,422 over the previous
year-end figure."
The Insurance Corporation's net

income for the last six months of
1946 amounted to $5,270,945, com¬
pared with $4,675,937 for the same

period of 1945, Mr. Husband said.
The $265,007 of administrative ex¬

penses of the Corporation for the
six months amounted to only
4.8% of the Corporation's total
income, which is derived from
premium payments from insured,
savings and loan associations, ad¬
mission fees from institutions

newly insured and interest on the
Corporation's invested capital and
reserves. •

Insurance premiums earned
during the last six months of the
year reached $3,529,702, which is
$628,915 more than the amount
earned in the comparable months
of 1945. Mr. Husband pointed
out that the gain is the result of
a large increase in the savings of
the public held by insured asso¬
ciations as well as the enrollment
of additional institutions into the
insured sroun during the year.
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The Public Debt and National Income
(Continued from page 865)

date the shock which it gives any
layman who contemplates it, let
us go back over three decades.

'

The total debt is now $263^
billion.

Thirty years ago, before we en¬
tered World War I—in early 1917
—it was only a little over $1
billion.

The peak of the debt after
World War I was reached in Au¬
gust 1919 at a mere $26.6 billion,
about one-tenth of this war's debt.
In 1930, after a decade of "pros¬

perity" and repayment of the debt
of World War I, it was $16 billion.
In the summer of 1939, when

the war broke out in Europe, our
dobt was $40 billion, after nearly
a decade of net deficit financing.
Thus the debt multiplied over six¬
fold in the brief period of six
years after the war broke out in
Europe.
In summary—a debt of $1 bil¬

lion in 1917—over $260 billion in
1946; a total of $26 billion as the
legacy of World War I; a ten-fold
total of $260 billion as the legacy
of World War II.

The extent to which the debt
constitutes a burden has nowhere
been so graphically set forth as in
the first paper of the Committee
on Public Debt Policy entitled
"Our National Debt After Great
Wars," written by the late Gen¬
eral Leonard Ayres. Today the
debt amounts to slightly less than
$2,000 for each man, woman and
child in the United States; as con¬
trasted with $240 in 1920, and
about $78 at the close of the Civil
War, a more burdensome debt for
our then poor country, General
Ayres concludes, than that which
followed World War I.

National Income Growth

But our national income, too,
has grown during the war years

—although not so astronomically
as the debt. For the year 1946 as
a whole it is estimated at $164
billion and, currently, it is at an
annual rate of $174 billion. This
is about 145% higher than the
$71 billion of 1939.
Thus today the debt is 150% of

our current national income. At
its height in ^1919 it was about45%
of the national income—a fraction,
not a multiple.
There is one further fact to be

considered—one which lightens
the burden of this debt—the un¬

usually low interest rate which it
bears. Currently that rate aver¬

ages slightly over 2% in contrast
With over 4*4 in 1920. The com¬

puted annual charge on the public
debt in the last quarter of 1946
was at the rate of $5.3 billion, and
fpr the coming fiscal year (1947-
48), was estimated at $5 billion in
the President's annual budget
message.

t

Importance of Debt Retirement

Thus, unless the debt is rapidly
retired, we must look forward to

> ft, minimum of $5 billion annual
charge upon us as taxpayers for
current interest charges alone and
even this total may increase. This
is not far from the total amount
spent for the entire activity of
the federal Government in any

vyear prior to 1934 and nearly half
IPS large as the annual budget dur-
ing the Thirties.
It is this $5 billion charge

'Winch constitutes a first charge
upon national revenues. At pres¬

et-levels, it is a little under 3%
of the total national income. This
.is nearly double the share of the
national income which the service
on the public debt of 1920 re¬

quired, even at more than double
the present interest rates. Al¬
though, looking back over our

own history, the relative increase
in the total debt is very great,
we may perhaps take some com¬

fort from the fact that other coun¬
tries, even in peacetime, have
borne an even larger burden. The

United Kingdom, in 1939, before
the war, devoted 4J/2% of its na¬
tional income to service of its

public debt, in 1944, 4.8%.
If the interest charge on the

public debt alone constituted the
measure of the debt burden, and
if we had reason to believe that
national income would be sus¬

tained at current dollar levels, we
could perhaps contemplate the fu¬
ture without undue concern. But
that is not the limit of the debt

problem per se. The American
tradition is to pay off our debts,
both private and public, and cur¬
rent discussions indicate that that
tradition is still strong today. Thus
debt retirement, too, must be
taken into account. The amount
cannot be estimated; it will cer¬

tainly vary from year to year
with the economic situation, and,
presumably, be largest in periods
of high national income and large
tax revenues. But here, too, new
magnitudes must be compre¬
hended. With a debt of $260 bil¬
lion, the net repayment rate of
the 1920's—when the late Presi¬
dent Calvin Coolidge was praised
for repaying one or two billion a

year—will scarcely scratch the
surface.

Expenditure Commitments
But debt detirement is not all.

There are other obligations of the
Federal Government, which, are

just as inescapable, though they
may not be in the form of fixed
contracts. They include commit¬
ments for agricultural support
prices, which are an immediate
problem; certain social security
payments which will eventually
be larger, and the vast array of
contingent financial guarantees of
bank and building and loan asso¬

ciation deposits, and of insured
mortgages. He did not mention,
though he might well have done
so, a group of obligations of a non-
financial character—we might call
them moral obligations—that are
large and equally compelling, al¬
though they will vary in amount
from year to year. They include
veterans' payments, the support of
a much larger program than pre¬
war for the Army, Navy, and Air
Corps; and other expenditures
that arise from our new interna¬
tional obligations. Some of these
obligations are larger in amount
and may, in the long run, con¬
stitute an even more serious
problem than the service of the
debt; for interest may be reduced
if the debt is retired, while some
of these other obligations may
increase.

All told, as a Nation, we have
obligated ourselves to pay very
much larger sums than $5 or $10
billion which the Federal debt
alone implies. The President has
proposed a Federal budget of $37
billion in expenditures, with com¬
paratively little provision for debt
retirement for the coming fiscal
year, out of a national income ap¬
parently assumed tp be $175r$180
billion. Thus, these proposed bud¬
get expenditures are about 20%
of national income, and of this,
the debt service would account for
orily about 3%. There are, in ad¬
dition, rather inflexible payments
Which the State and local govern¬
ments must make for police, edu¬
cation and other purposes, totaling
about $11 billion. This total is
close to 25% of our unusually high
national income. The magnitude
of this total raises the two very
broad questions—first, the effect
of the high taxes which must be
raised to support this debt upon
the enterprise of individuals and
businesses arid whether they will
strive to produce and earn more,

and, second, the whole question of
the effect upon the economy of

having such a very large and im¬
portant share of the national in¬
come channeling through and un¬

der the control of Government—

Federal, State, and locals But both

of these questions go far beyond
the scope of this paper.

The debt problem, however, is
by no means a short-run matter;
we must look far beyond the next
year or two. In the long run, the
management of the debt may well
turn on the future of national
income. There are students of the
debt problem who apparently as¬
sume that the current dollar level
of national income will be main¬
tained beyond the next year or
two. This is based apparently
upon anticipation of inflated
prices resulting from the gigantic
volume of money and of credit
potential at the disposal of in¬
dustry and individuals. Close
study of the price aspect of the
situation alone indicates, however,
that the price level is almost cer¬
tain eventually to fall. It has done
so after every war. More than
that, credit will not necessarily be
used to bid for scarce goods un¬

less business can be sure that they
can be marketed at those prices.
The choice is now facing Ameri¬
can producers and consumers.

Probable Fall in Prices

I do not wish to venture a guess

today on the precise level at which
either national income or prices
will settle. It has generally been
true that the first downward move

following an inflationary period is
fairly sharp. Only after a con¬
siderable period of time have
wholesale prices returned to their
low prewar levels and consumers'
prices never did so after World
War I. Circumstances today differ
in important respects from the
earlier postwar periods, most im¬
portantly with respect to the
available volume of purchasing
power. Because of that volume of
purchasing power and the large
credit base, prices may settle at a
relatively higher level than prior
to this (war. But few observers
believe that the present price level
can hold.

It may be worthwhile to con¬
sider in somewhat more detail the
current level of prices and what it
implies for the future. Prices at
wholesale are now about 20% be¬
low their 1920 peak, with a rise
of about 33% since V-J Day and
24% since July 1, 1946, when
price controls were first relaxed.
The general level is up 85% from
the summer of 1939. This is a

somewhat smaller rise than in the

period of the First World War,
but it is sufficiently great to form
the familiar pattern of price in¬
flation which has always accom¬

panied great wars. I am aston¬
ished at people who inquire anx¬

iously, "Are we going to have
inflation?" The answer is: "We
have it. It is here now."

Price Structure Distorted

This war, like all wars, has dis¬
torted the price structure to an

extraordinary degree. Some prices
have doubled or trebled, others
are up 10, 20, or 30%. Prices of
farm products, moving from ex¬
tremely low levels in the sum-,
mer of 1939, had advanced 179%,
at their peak in the third week of
December 1946, while prices of
all commodities other than farm
and food products were up about
55% in the second week of Jan¬

uary (1946) and have been ris¬
ing steadily for a year and a half.

However, most students of the
price situation are of the opinion
that we are at or near the peak of
prices. Already some important
speculative prices have broken;
the stock market is down; prices
of luxury goods have weakened;
city real estate values apparently
ceased to rise.

No Precipitate Price Fall

Nevertheless, few. observers ex¬

pect such a precipitous and wide¬
spread drop in prices as that
which occurred in the spring and
summer of 1920, first, because sup¬
port prices are provided for im¬
portant agricultural products for

two crop years after the cessation
of hostilities, at 90% or more of
parity; second, because certain
speculative prices such as silk,
some of the metals, and coffee,
that led the general break in 1920,
are relatively not so high now.

Moreover, a more important
segment of the economy today is
governed by "sticky" or "institu¬
tionalized" prices which do not
move up rapidly, but once up, they
stay there for an extended period.
There is one further factor which
will restrain price reductions—
namely, the current higher levels
of wage rates. Wages are an im¬
portant component of costs. They,
too, are "sticky," and now, with
the rapid rise in living costs in
the past six months, workers will
use all their bargaining power to
secure still higher wages, and to
resist any attempts at reduction.
The Economic Report of the

President, centering upon the
prospects for continued full em¬

ployment and concerned with real
income, rather than money in¬
come, expresses the general opin¬
ion that high prices today, follow¬
ing the rapid rise of the last six
months, constitute an unfavorable
factor for the outlook in 1947. The

Report indicates that if the Eco¬
nomic Budget of the country is to
be balanced, and production, con¬

sumption, and employment are to
be sustained in silghtly larger
volume next year, prices must be
reduced. The Report recommends:
"Business should reduce prices

wherever possible in order to
bring about the necessary increase
in consumer purchasing power to
bolster their markets. Price re¬
ductions are especially needed in
the case of goods such as many
articles of food, clothing, house-
furnishings, and building mate¬
rials, whose prices have risen out
of line. If business makes these
reductions in a timely and orderly
way, it will help sustain markets
rather than destroy them.
"Farmers must realize that last

year's exceptional farm prices will
fall somewhat as world food sup¬

plies increase and as consumers
find a more ample supply of dur¬
able goods to purchase. Existing
price supports afford protection
against a severe price decline."
In the discussion of public debt

in recent economic journals I find
frequent references to the fact that
the burden of the public debt will
be an influence leading toward a

"price policy" of sustained high
prices. It is time to face the fact
that if the Federal Government
and the American people have a

"price policy" today, it is to let
prices find their own levels in the
market. As the Economic Report
of the President states:

"Removal of emergency price
and wage controls has restored
the main responsibility for prices
and wages to business, labor,
farmers and consumers. The gov¬
ernment can point out dangers
seen from the perspective of the
whole economy, but the corrective
must largely be applied by
others."

Price controls have been elim¬
inated except for those on sugar
and rice. In any event, these
contriqls were designed to prevent
rising prices, not to put a floor
under existing prices.

Suppdrt prices are provided
only for agricultural products. In
Other basic industries there is now
no mechanism by which the Fed¬
eral Government can directly af¬
fect specific prices, as such, ex¬
cept by its own purchases of sup¬
plies for peacetime requirements.
Even the legislation which put a
floor under prices of bituminous
coal in the interests of minimum
wages has lapsed. In a period such
as the present, ft would require
a major change in thinking to
promulgate quickly a program of
support prices or some similar
mechanism that was generally ap¬

plicable.

When Pinch of Debt Comes

When prices fall, the dollar to¬
tal of national income will fall. It

is then that we will really feel the
pinch of the national debt. The
Nation, like a family, will find
then what millions of farm fam¬

ilies, for example, found in the
period of the low prices for farm
products in the 1920s: The bur¬
den of debts contracted at high
prices—payments on mortgages,
on instalments for equipment and
cars bought in prosperous times,
on insurance premiums and even
the cost of supporting old or ill
members of the family—meant
not only a sacrifice of education,
of opportunities, but of the every¬
day necessities of food and
clothing. For a Nation, heavy
fixed obligations for the future
mean, in a period of smaller dol¬
lar incomes, that many govern¬
mental services that go to make
up the national standard of living
may be impossible unless a way is
found to handle the debt.
Suppose, to take an extreme

case for the sake of illustration,
that the national ineome declined
to $100 billion. (As some, of you
may recall, such a large total ,as
this seemed impossible of achieve¬
ment even in the most optimistic
period of the 30s, when the high¬
est total fell $20 billion short of
that mark.) A $5 billion dej3t
service would mean 5% of a na¬
tional income of $100 billion, or
about the same relative burden as
in the United Kingdom in 1944.
Those who know the sacrifices of
the citizens of the United King¬
dom who paid taxes to sustain^ a
debt of such proportions and still
do to maintain their social serv¬
ices, would certainly not welcome
such a tax burden here—but it
has been done in Anglo-Saxon
countries, in our times.

Changing Distribution of National
Income

There is finally the question
which the changing distribution
of the national income raised for
tax experts who must raise the
revenues to support this debt and
its retirement. For the first eight
months of this year about 65% Of
the national income went into all
types of wages and salaries. This
is a decline from the peak of 71%
in the war years. But the decline
is due almost wholly to pay to em¬

ployees of the Federal Govern¬
ment and to the Armed Forces,
which yield little in the way of
taxes in any case. There has also
been a reduction in the share
which manufacturing payrolls
have contributed, but a much
more than offsetting rise in other
private industries such as con¬
struction, trade and services.
This means essentially that -the

government must continue to look
to income taxes on relatively
small incomes, levied upon a
group of people who are not large
holders of the public debt and will
in turn receive little in interest.
The other components of the na¬
tional income which present some¬
what different problems of rev¬
enues are, first, agriculture whose
net realized income accounts for
only 8%% of the national total.
Here the share has gone up with
the rise in prices from about 6%
before the war but may fall some¬
what with declining prices.
There, has been, of course, a

marked decline in the receipts
from dividends and interest com¬
bined from about 12.%%. of the
national income before the war to
^bout 8% at the present time. This
results in large part from the
lowered . return from interest.
Dividends are higher. Thus, taxes
on this group cannot be counted
upon to contribute the same rela¬
tive share of the national income
that they did before the war. ,

There is finally that large cate¬
gory which the Department of
Commerce refers to as "non-agri¬
cultural entrepreneurial net in¬
come and net rents and royalties,"
Here there are three divergent
segments that have moved in dif¬
ferent directions. Business prof¬
its have gone up and so long us
the level jof activity remains high,
t.hev will continue to vield sizable

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



Volume 165 Number 4568 SHI .COMMERCIAL' $ FINANCIAL' CHRONICLE 89|
revenues. Rents must have de¬
clined rather sharply in view of
the comparative stability of home
rentals which form a large part of
the total. Commercial rentals, of
course, have been unregulated and
have advanced by very large
amounts. Nonetheless, this seg¬
ment of the national income which
is generally taxed by State and
local authorities is bearing a pro¬
portionately heavier share of the
tax burden and can provide little
to meet higher relative local
budgets.
Thus, the tax expert faced with

the necessity for raising much
larger sums than before the war

to finance the heavy and inflex¬

ible obligations of governments,
both Federal, State and local, must
probably accustom himself to the
fact that income taxes in the lower
brackets must be a continuing
feature of our tax structure,
though rates might be somewhat
lower than at present.
At this point, having stated the

problem, made some rash pre¬
dictions and asked some questions,
I defer to experts in taxation and
debt management. The problem is
one of ways and means. It is clear
that this debt weighs heavily when
added to other necessary expendi¬
tures. Perhaps, after all, if might
possibly be as manageable as
other expenditures.

Restrictions on Right to Strike
In a number of cases

time—the caption which will
come to the mind of most of us is
that of Bailey v. Alabama—the
Supreme Court has given content
to that protection. That protec¬
tion carries with it the guarantee
against the use of penalties or

governmental sanctions for a re¬

fusal by an individual to make
his services available.
There has been a studied at¬

tempt to draw a line between the
right of one worker to leave his
job free from government inter¬
ference, and the right of a num¬
ber of workers to leave their jobs
jointly. Those to whom basic
democratic rights are not mere

abstractions but are living and
vital realities must reject such a
demarcation.

The rigiit of free speech in our

society would have no meaning
or value if the exercise of the
right could be restricted only to
those circumstances in which the
speech is ineffective. The right of
free speech would have no mean¬

ing if I could be told by a gov¬
ernmental agency that while I am
free to speak, I may exercise that
right only in the privacy of my
home and not before an audience
The right of the free press could
not be regarded as very signifi
•cant if it involved merely the
right to place one's views on pa¬
per but denied the right to pub¬
lish, promulgate and distribute
■those views as the only means of
^making them effective.

By the same token, the right of
••a single employee of the giant
United States Steel Corporation to
'leave his job is of relatively lim¬
ited significance. The act of a

single employee in leaving his job
will have little effect and impact
«on the willingness or unwilling¬
ness of the corporation to better
bis working conditions. The right
•of that employee to leave his job
becomes really significant and
Important only when it includes
the right to act in conjunction
with his fellow employees. The
right of each of them becomes of
importance only by virtue of the
fact that they may leave their
jobs in unison, and may hope and
•expect that that action will have
value and meaning and signif¬
icance for the betterment of their
working conditions.
We must reject any notion that

constitutional rights are meaning¬
less abstractions. And if the right
to refuse to make ones services
available is to have real vitality
It must encompass the joint exer¬
cise of that right by many work¬
ers.

Bills Restricting Right to Strike
The proposals to restrict and

prohibit strike action take many
and complex forms. Frequently
the proposals themselves are ill-
defined, but encompass in a broad
sweep a variety of activities in¬
cluding the strike itself. The pro¬
posals relate to many different
laws. Sometimes they are offered
as amendments to the Wagner
Act; sometimes, as amendments
to the antitrust laws; sometimes,
as amendments to the Norris-La-
Guardia Act, and sometimes as
new statutes apparently unrelated

(Continued from page 872)
since that to anything that has gone before.

The Ball-Taft-Smith Bill (S.55)
for example, has the usual decla¬
ration that it is not to be con¬

strued as requiring individual
employees to render labor or

service without their consent. But
the Ball-Taft-Smith Bill includes
among the ingredients of the
warmed-over hash which consti¬
tuted the Case Bill of last year
the following:
(a) A cooling-off period of at

least 60 days before a strike
may be called.

(b) A provision imposing both
criminal penalties and in¬
junctions on workers who
join in a refusal to work on

materials made by an em¬

ployer operating under sub¬
standard conditions.

(c) A provision imposing crim¬
inal penalties and injunctions
on workers who join in an ef¬
fort to require their employer
to recognize and bargain with
their organization, even where
such recognition and bar¬
gaining is thoroughly legal.

I refer to these specifically not
because they are the sole or even

the major evils of this bill, but
because they come to mind a$>
portions of the bill specifically re¬
lated to the exercise of the right
to strike.

We are told in one section of
the bill that it is not to be con¬

strued as requiring an individual
employee to render labor of serv¬
ice without his consent. But in
another section of the same bill
we are told that if a group of em¬
ployees undertake to refuse their
services in connection with cer¬

tain kinds of materials or arti¬
cles, their act is criminal, punish¬
able by a fine up to $5,000 and
imprisonment of up to one year.
We are told in one section that

the bill is not to be construed as

permitting any court to issue any
injunctions to compel performance
of service by any individual em¬
ployee. But another section of
the same bill declares that if a

group of employees refuse their
services under certain conditions
the District Courts are to have
jurisdiction on application of the
employer to issue injunctions. In
fact, for this purpose the provi¬
sions of the Norris-LaGuardia
Act are to be set aside so that
such injunctions may be issued
without notice, without open court
.hearing, and regardless of any of
the other specific requirements
outlined in the Norris-LaGuardia
Act.

It is the kind of double-talk
which characterizes so much of
the drive behind the largest por¬
tion of the anti-labor legislation
now under debate in Congress.
Uniformly these bills violate basic
principles, principles which the
sponsors of these bills would not
dare openly to attack. Uniformly
the intent and effect of the bills
is shrouded in general slogans
while hypocritical lip service is
paid to the very principles which
the bills attack. They would not
dare, for example, to suggest a
repeal of the Clayton Act declara¬
tion, adopted over three decades
ago, that the labor of a human,
being is not a commodity or ar¬

ticle of 'commerce, But when
American workers gather together
in free and democratic organiza¬
tions with the aim of fostering
and advancing industrial democ¬
racy and opposing the autocratic
and anti-social domination of our
economy by giant. monopolies,
then there are those who actually
dare to attempt to turn the clock
of history backward by seeking
to decimate labor organizations
under a fallacious anti-monopoly
slogan.
I have been asked to pose here

today some of the issues relating
to attempted restrictions on the
right to strike. I am pleased to
note that other sessions of this
conference have been devoted to
an analysis and discussion of the
terrifying trend toward concen¬

tration of the control of our econ¬
omy in a few banking houses, the
spectacle of profit levels and price
gauges unprecedented in our his¬
tory, while mass purchasing
power and real wages are declin¬
ing. These are trends which are

moving us at a dizzy pace in the
direction of anti-democratic au¬

thoritarianism and economic ca¬

tastrophe.

Anti-Labor Bills Drive to Aid

Monopoly

These are what we must recog¬
nize as the major danger and evil
which this country— labor and
management alike—face today.
The drive for anti-labor legisla¬
tion is simply one part, one symp¬
tom, one prong of the general
drive of the monopolists and the
profiteers directed against the
welfare of all of the people. Labor
is singled out in that attack be¬
cause it represents the strongest
organized voice of the plan peo¬
ple of the country seeking a more
equitable and economically more
sound distribution of our national

product.
Restriction on the right to strike

is a most important part of the
general drive against labor; * It
poses a number of basic legal and
constitutional issues, to some of
which I have made reference. As
a matter of economics and policy
it poses an equally basic issue as
to whether the powers of the gov¬
ernment in this country are to be
subverted and aligned against the
efforts of American workers to
achieve for themselves a decent
standard of life and for the na¬

tion as a whole the maximum pro¬
tection against the ravages of in¬
adequate purchasing power, mass
unemployment and general eco¬
nomic decline.

Permit me to close with two
quotations from Abraham Lincoln
which cannot be too often re¬

peated. I commend them to the
attention of many members of
Congress, including the leader's of
the Party which today bears the
same name as the Party he
founded. Lincoln said:

"All that harms Labor is
treason to America. No line can

be drawn between these two. If
any man, tells you he loves
America, yet he hates labor, he
is a liar. If any man tells you
he trusts America, yet fears la¬
bor, he is a fool.
"There is no America without

labor."

On the specific subject of our
discussion this morning, Lincoln
said in 1860:

"I am glad to see that a sys¬
tem of labor prevails under
which laborers can strike when
they want to, where they are
not obliged to work under all

circumstances, and are not tied
down and obliged to labor
whether you pay them or not.
I like a system which lets a man

quit when he wants to, and wish
it might prevail elsewhere. One
of the reasons why I am opposed
to slavery is just here."

Washington And You
..

j ,r
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destruction of the essential mass

market if reciprocal tariff con¬
cessions are curbed. Shortly, the
Reciprocity Information Commit¬
tee will receive from Motion Pic¬

ture Czar Eric Johnston a brief

delineating the industry's stake in
the April Geneva conferences on

U. S. pacts with 18 nations.

Oratorical House Republicans
don't like to admit it, probably
won't, but nonetheless are

pretty thoroughly convinced
they can't blockade the Geneva
conferences. Nor can they be
placated with the pious talk of
compromise by Senate Repub¬
licans pledged to the reciprocal
trade policy. End results will be
new damage to Republican unity
and postponement of a tariff
crisis until 1948.

Campaign for congressional
help to exterminate the 4-cent
foreign copper excise tax looks
hopeless. Reasons are mainly two:
(1) opposition is organized while
support is lackadaisical, (2) most
legislators haven't been convinced
that fabricators couldn't endure
the $80 per ton duty. However,
not to be overlooked is the pos¬

sibility that reciprocal trade nego¬
tiations might cut the impost.

For 65 cents you can buy from
the Superintendent of Docu¬
ments Government Printing Of¬
fice, Washington, publication
2699, "International Agencies in
Which the United States Par¬

ticipates," just released by the
State Department. The manual
classifies and defines such agen¬

cies in the following groups:
commercial and financial; com¬
modity; agricultural; educa¬
tional, scientific and cultural;
political and legal; social and
health; and transport and com¬

munications. It covers 216 in¬
ternational agencies. •

New business birth rate during
the first half of 1946 was lower
in the finance, insurance and real
estate family than any other of
the eight major industry group
classifications by the Commerce
Department. New business ven¬

tures in finance, insurance and
real estate during the six months
averaged 113 for each 1,000 estab¬
lished firms. Birth rates for other

major groups were: contract con¬

struction, 553; wholesale trade,
306; manufacturing 269; service,
218; retail trade, 207; mining and
quarrying, 188; transportation and
public utilities, 149.

Death rate for the half year
was lower in finance, insurance
and real estate than five of the

eight major groups. Finance,
insurance and real estate dis¬
continuances averaged 52 for
each 1,000 going establishments.
Death rates for other major
groups were: mining and
quarrying, 108; contract con¬

struction, 89; wholesale trade,
72; manufacturing, 71; service,
59; transportation and public
utilities, 44; retail trade, 42.

s? $ ~

Active establishments increased
10% in number in finance, insur¬
ance and real estate as against
24% in the eight major industry
groups from December 1943 t.o
June 1946.

fj #

House Republicans are just
about set to reincarnate the
Small Business Committee
which the Democrats operated
last Congress, They've glanced
at the crystal ball, discovered
enough votes to smother Demo¬
cratic opposition. The GOP
brethren aren't above filching
the Democrats' book of eti¬

quette on how to court the na¬

tion's small business proprie¬
tors.

& # if

Dollar diplomacy can't bend

Export-Import and International
Bank policies'* without rousing
wrath oh Capitol Hill. Reports
that State Secretary Marshall is
cupping attentive ears to aids who
would utilize the banks to brace
our ideology abroad provoked
warnings this week that, such
course would circumvent congres- \
sional intent. Lawmakers are

poised and awaiting the first ap¬
parent gesture by Mr. Marshall
in that direction.

$ * * w

Business census in 1948 cover¬

ing 1947 remains the ambition
Of the Census Bureau. The bu¬
reau Will shortly forward to
Congress a request for necessary
enabling legislation, will urge
a vote not later than June. De¬
lay beyond that date would al-

^low inadequate time for pre¬
paratory operations. % V.

Impending request by Treasury
Secretary Snyder for legislation
continuing the right of Federal
Reserve Banks to purchase up to
$5 billions in Federal securities
from the Treasury won't be
granted until Senate and House
Banking Committees have asked a

heap of questions. Federal Re¬
serve Banks now exercise this

privilege under war powers. Sec¬
retary Snyder wants the author¬
ity retained to help keep Treas¬
ury funds fluid between income
and outgo movements.

:|s if

Congress is beginning to won¬
der about the Administration's
position on the Federal Reserve
Board's bid for authority t»
guarantee up to 90% of member
bank loans. Chairman Tobey of
the Senate Banking Committee
introduced such legislation by
Board request, then was left
dangling by Administration
silence. Tobey will tire of wait¬
ing, order committee hearings,
call for Administration testi¬
mony.

»!• *\' v

Steel industry can expect con¬
gressional pressure to hike allo¬
cations forfreight car production.
The industry has agreed to allot
sufficient steel for 7,000 1 cars
monthly. Many lawmakers arent
satisfied with this deal, argue the
steel supply should be more

closely tailored to the nation's
needs and the manufacturers*
ability to roll out 14,000 new cars

monthly.
it *

Senate and House Commerce
Committees momentarily are
too occupied by safety explora¬
tions to deal with Civil Aero¬
nautics Board request for au¬

thority to pass on security is¬
sues by commercial airlines.
That will come later. Curbstone

tendency of some committee
members is to oppose the CAB
formula, but that situation could
change after CAB testimony.

An orchid for the most efficient
small warehouse bookkeeoing sv«*-
tem is being propagated by the
Commerce Department. Depart¬
ment agents will shortly girdle
the nation to study record Keep¬

ing "and accounting methods cf
wholesale grocery warehouses.
The ultimate purpose—publication
of a booklet enshrining the most
effective system.

s't « it

If you want to gamble on

rents, it's a good even money

bet that Federal controls will
not be allowed to lapse, will be
continued in a form calculated
to relieve landlords. Rent mail

reaching Congressmen is about
evenly split — half for and half
against decontrol.

Social Security Board' recom¬
mendations to Congress Tuesday i
that the Social Security Act be
overhauled and liberalized was. >

coolly received, will be filed for
consideration in 1948 or later. No-
social reform is on the 1947
calendar.
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Aie Americans Too Gold-Minded?
; , (Continued from page 868)
ical Consequences of Lord Keynes'
Theories" and your article on
"The Dollar Mystery" are really
excellent publications. They both
express your rigidity of mind. In
these days of frequent economic
change flexibility of mind is es¬
sential. Lord Keynes was one of
Britain's most brilliant Econo¬
mists, but he was never remark¬
able for consistency. The revo¬

lution he effected in economic
thinking is of immense value. He
had a flexible mind but, like all
revolutionaries, as he got older he
became frightened at the amount
of energy he had released. His
swan song to which you refer is a
recantation of much of his teach¬
ing. The great majority of Britons
accept his work with immense
gratitude but we apply it with
discrimination.
I note you still persist in say¬

ing "the gold standard is not re¬
sponsible for the great depres¬
sion," but you do not deny with
evidence what I said in point five
of my letter addressed to you on

< the 12th August last—that the de¬
flation came before the depression.
You say that America does not
want to repeat some of the same
mistakes which were made at the
time of the 1929 depression, but if
press reports and the information
I receive from various eminent
sources in America are reliable
she is at this time repeating the
same mistakes, but in a more in¬
tensive form and the results will

again prove to be a reflection
upon the gold standard system.

U. S. Gold Accumulation

It is as well to remember that
the United States started accumu¬

lating and sterilizing gold in
1921 and continued, with some pe¬
riods of intermission until 1941.
In 1931 its accumulation was $5,-
000 million. In 1941 its accumu-r

lation was over $20,000 million.
There is some truth in what you

say that France accumulated be¬
tween 1924 and 1927 a large
amount of foreign exchange in the
Jorm of deposits in American and
English banks. It was not until
4928 that France returned to the
gold standard and used her for¬
eign exchange between 1928 and
1932 in accumulating and steril¬
izing gold. This action, accom¬

panied by the U. S. A. accumulat¬
ing and sterilizing gold, was the
direct cause of the gold standard
being unworkable.
You say that there was no

scarcity of credit anywhere in the
world before 1929. The position is
that there was great scarcity of
credit in Britain from 1924 on¬

wards.

Just what do you mean by say¬

ing, "We cannot have democracy
without an individual competitive
free enterprise system?" The great
majority of the people of this
country would accept this point of
view but with some qualification.
If one is a golfer one plays sub¬
ject to certain rules. The same

applies if one is playing billiards,
cricket, bowls or any other or¬

ganized game, and if you mean
that the individual competitive
free enterprise system shall have
no rules—or in this case perhaps
it would be better expressed in
the words "code of conduct" with¬
in which the fullest individual
freedom and enterprise can oper¬

ate, democracy definitely cannot
survive.

, Totalitarianism and Exchange
Control

-I* There appears to be no evidence
whatsoever that there is an or¬

ganic relationship between to¬
talitarianism and exchange con-
itrols. If so, the U. S. A. is a to¬
talitarian country. Exchange con¬
trol is a legitimate defence of na¬
tional money whether adopted by
a totalitarian or a democratic na¬

tion. I am glad I shocked you by
revealing the -truth about ex¬

change control by the United

on prices than the seller, there¬
fore, Britain, as the greatest pur¬
chasing nation in the world, has a
greater influence on world prices
than the U. S. That influence has
been temporarily eclipsed by the
magnitude of her war efforts, but
is gradually returning.

The Commodity Standard
You ask me what I mean by a

Commodity Standard. It is the
fixation of the value of money in
terms of a world price index in¬
stead of in terms of gold. It was

originally a conception of Amer¬
ican Economists, but was adopted
by Britain when gold failed as an
international currency. It is true
that Britain had adopted a man¬

aged currency based on the com¬

modity standard. I emphasize this
because America on a gold stand¬
ard, which is the most managed
currency that has ever operated,
managed it for 17 years, 1914-31,
when it collapsed. Britain man¬

aged it excellently for two years
short of a century, 1816-1914. I
respectfully point out that you
are not correct in saying that the
recovery had begun before Great
Britain left the gold standard. The
official statistics of unemployment,
national income and foreign trade
demonstrate that Britain's recov¬

ery did not begin until 1932, short¬
ly after leaving the gold standard.
I have read your paragraph

eight several times and I am still
trying to grasp your contradiction.
You say—

(a)"Paper money has the power
to buy."

(b) "Paper money is not pur¬
chasing power." *~
May I ask what is purchasing

power but the power to buy?

Fluctuations in Gold's Value

I will not contest your point that
the wild fluctuations which take

place in the value of gold have
nothing to do with the Gold
Standard. This observation seems

to me to be an attempt to evade
the real issue. The facts are that
the principal causes of the wild
fluctuations in the value of gold
are: ,

1. Hoarding of gold by the
American Government;

2. hoarding of gold by the In¬
dian people.

But, whatever the causes its
wild fluctuations of value render

it unsuitable as a standard of val¬

ue. Bretton Woods was intended
to be a gold standard, but owing
to the wild fluctuations in the

value of gold it is impossible for it
to function as was intended. It

would be more correct today to
say that Bretton Woods is on a

dollar standard which is backed

by gold at the price of $35 per

ounce, and yet recently gold has
Deen sold to India at a price of $80
per ounce, which would be true
to say is today's market value.
Jnder these conditions, may I ask
now can such a gold standard,
which is so inconsistent, produce
.he stability which is so essential
for world stability? In many re¬

sponsible quarters, in Washing¬
ton as well as in London, there is
serious talk of the advisability of
increasing the price of gold.
This takes my mind back to

what occurred after the settlement
of the debt owing by Britain to
the U. S. following world war
number one. The action of the
U. S. made it impossible for Brit¬
ain to pay her debt and gave the
impression in the U. S. that Brit¬
ain had defaulted. She was a

debtor whose attempts to pay by
every effort in her power had
been defeated.by the policy of a
creditor to whom the receipt of
payments was an embarrassment
rather than an asset. No doubt

you wil recollect that President
Hoover finding the war debts un¬

payable, owing to the withdrawal
of gold from the international cur-

. rency in 1931, granted a morator-
the buyer has a greater influence ium. The hoarding of gold by the

States. The interpretation of your
paragraph three practically
amounts to this: Exchange contro
of the dollar is perfectly legiti¬
mate while exchange control of
any other currency in the mind of
the U. S. A. is a crime. The re¬

strictions placed on the possession
of gold by the Criminal Law of
the United States is exchange
control. What I mean by interna¬
tional dollars is dollars circulating
outside the United States and, so

long as dollars remain a scarce

currency it is not possible for
Britain to convert sterling into
non-existent circulating dollars.
Your article, "The Dollar Mystery"
is not the complete answer and
makes no contribution to solving
Britain's problem. The solution of
tffe British problem is, of course
much wider than the balance of

payments of the United States.
Britain's problem is to create an
international currency that will
take the place of the gold which
the United States has withdrawn
from circulation and buried at
Fort Knox. Britain has made sub¬
stantial progress in this direction
and there is now approximately
£4,000 million worth of sterling
in international circulation which
within the sterling area is
freely convertible.

The $5 Billion Deflation

The $5 billion deflation referred
to in my previous letter took place
between 1929 and 1932. The

United States was solely re¬

sponsible for this international
deflation. "The U. S. and World

Economy" published by the U. S.
Department of Commerce is great¬
ly respected in this country. Its
great value is that it reveals to
the world, after 12 years secrecy,
the dimension of the dollar defla¬
tion and its devastating effect on
world economy.

Why limit your arguments to
what you refer to as the facts be¬
fore 1929—18 years ago? I can
well appreciate our friendly dif¬
ference of opinion now that you
admit that you are concerned
only with the facts which occurred
before 1929. So much has hap¬
pened over these years, changes
have been so rapid one has only
been able to keep in step with
some difficulty.
The great depression, meaning

the world depression of 1931, was
undoubtedly caused by the two
international deflations referred to
in my letter addressed to you on

Aug. 12 last. You seem to con¬

fuse the great depression with the
United States depression which
was due to the collapse of Wall
Street speculation in October, 1929.
All the evidence goes to show that
the deflation of dollars in interna¬
tional circulation was the cause of
the great depression in Britain
and the rest of the world. It trans¬
formed the gradual diminution of
international credit between 1924
and 1929 into a world-wide and
disastrous depression which cul¬
minated at the end of 1931.
I am fully aware of the conse¬

quences of monetary inflation and
the rise in prices both during and
after world war number two. The
U. S. is more familiar with these
consequences than Britain. It was
a great mistake for Great Britain
to return in 1925 to a gold stand¬
ard at prewar parity of the £. I
opposed this very strongly when
I contested the Barnsley constit¬
uency in the 1924 General Election
and what has occurred since fully
justified my opposition! Mr. Win¬
ston Churchill was Chancellor of
the Exchequer at the time, and in
1932 he admitted in the House of
Commons that the advice his ex¬

perts had given to him was a mis¬
take. The major folly of Britain,
however, was going on to a gold
standard which was already being
mismanaged by the U. S.
In normal conditions, that is

when a buyers' market prevails
under a free enterprise system,

United States (and France) raised
the sterling price of gold by 54%
with the result that when the time
came for the resumption of pay
ments on the expiry of the Hoover
moratorium Britain was confront
ed with the payment of £30 mil
lion for her December instalment
instead of £19 million, the
amount of the bond. You may

further recollect that the Supreme
Court of the United States ruled
that the enforcement of the gold
clause in a debt contract was il
legal. This applied to all contracts
except that between the U. S. and
Britain, which hard been made by
the then Mr. Stanley Baldwin for
payment of our first world war
debt in gold. It is incidents of this
kind, that will be accentuated if
the price of gold is again in¬
creased, which brings the capital¬
ist system into disrepute.

"Imaginative Rapsodies"
Questioned

You say the Gold Standard has
served the cause of peace and has
been an admirable instrument of
international cooperation,
really do not understand your im¬
aginative rapsodies on the gold
standard.. These can readily be
discounted by the following:
(1) Gold has no stability;
(2) Its market price has risen

from $20.67 an ounce in 1933 to
$80 an ounce at present;
(3) It makes daily fluctuations

in world markets.

You also speak of the liberty of
movement of gold, whereas in fact
it has no liberty of movement.
One method of exchange control
adopted by the Government of
the U. S. is to make it a crime to

possess gold (subject to a few
minor exceptions). Every country
in the world—even Britain— re¬

stricts the free movement of gold.

Britain's Debt to Foreign
Countries

Like many other Americans you
have a misconception of the £4,-
000 million worth of British debt
to foreign countries. Every person
ip Britain with an elementary
knowledge of money is aware that
the £ 4,000millions of sterling bal¬
ances is British indebtedness to

foreign countries. But it is an in¬
debtedness which demonstrates
the strength of British credit. The
prestige and credit of a commer¬
cial bank is determined by the
volume of its deposits—that is by
the volume of its indebtedness to

the public. Other nations, unable
to get gold or dollars, are using
sterling balances increasingly as
international currency. True they
are blocked to some extent until

Europe recovers from war devas¬
tation, but so are the tied loans
of the United States Import and
Export Bank blocked, and I re¬

spectfully submit with less jus¬
tification. So you do not hesitate
to call this £4,000 millions worth
of British debt a curse on the
British people. It certainly is not
working out in that way. Your
so-called curse is proving a bless¬
ing in providing British exporters
with an almost unlihiited sellers'
market.

You are surely mistaken when
you say that dollars are freely ex¬

changeable into pounds. Dollars
are not freely exchangeable into
pounds, even the dollar loans of
the U. S. Import and Export Bank
are specifically precluded from
seing freely exchangeable into
pounds.

Americans Not Free Traders

I do not'know what you mean
when you say "We are free trad¬
ers," as the United States is re¬

garded as one of the foremost ex¬
ponents of economic nationalism
as instanced by its tariffs, the
loans and shipping clauses of its
Import and Export Bank, its pref¬
erential arrangements with the
Philippines, Cuba and Porto Rico,
its restrictions on U. S. coastline

shipping and, last but not least,
thp iisp nf t.V»A American loan to

restrict Britain's methods of in¬
ternational trade.
In your letter of Dec. 2, in which

you made one or two corrections
to your letter of Nov. 26, you

suggest that I am requesting a
continuance of monetary inflation
in which the U. S. had to indulge
during the war. This further
shows that you have a misconcep¬
tion of Britain's indebtedness. The
£4.000 millions of sterling bal¬
ances held by other nations is
definitely not a continuance of
monetary inflation. It serves the
following four purposes:

(1) Reflation against the £3,-
000 million gold and dollar de¬
flations culminating in 1931-1932;
(2) reflation against the existing

dollar scarcity;
(3) reflation against the disap¬

pearance of French francs, lira
and reichsmarks from internation¬
al currency; ,

(4) insurance against a repeti¬
tion of the dollar deflation of

1929-32 if, and when, the present
boom in the U. S. collapses.
May I conclude by saying how

much I appreciate this interchange
of views. I feel that the more

frank both parties are on the vital
points discussed the greater cer¬

tainty there is of arriving at com¬
mon understanding, which is es¬
sential to the development of bet¬
ter relations between our re¬

spective countries, which I am
convinced we both whole-heart¬

edly desire shall be established.
Yours sincerely,

W. CRAVEN-ELLIS.

MR. CORTNEY'S REJOINDER

Feb. 4, 1947.
Mr. W. Craven-Ellis

Estate House
Dover Street

London, W. 1.
England

Dear Mr. Craven-Ellis:

This will acknowledge receipt
of your letter of Jan. 24 which I
read with great interest. >
I wish to make clear once more

that the main reason which
prompted me to demonstrate that
the gold standard was not; respon¬
sible for the great depression, but
that the great depression engulfed
the gold standard, was to clear the
ground for a more realistic diag¬
nosis of the great depression. I
do not believe that the gold
standard is a perfect system and
I have said so. Practically all hu¬
man institutions are imperfect, we,
the authors of these institutions

being imperfect ourselves. I am,

however, in favor of some form
of gold standard (and the Bretton
Woods arrangements constitute a
form of the gold standard) for the
simple and good reason that any
monetary and financial system
which does not entail some auto¬
matic check on the freedom of the

government to print and spend
money, will result in a debauch¬
ery of currency, and therefore, is

menace to our social system
and liberties.

Appraisal of British Loan
Premature

You are entitled to your own

opinion regarding the British Loan
and the International Monetary
Fund. I submit, however, that it
is too early to form any historic
judgment on the merits of the
loan and of the fund.
In my answer of Nov. 26, I

stated that I did not understand
what you mean by "a deflation of
$10 billion of gold for which the
United States and France were

jointly responsible." Between
1924 and 1934, the amount of gold
held by the United States was un¬

changed. If the United States was

able to accumulate about $2V2 bil¬

lion gold between 1914 and 1924,
it is because firstly, European be-

ligerents needed American ma¬

terials and merchandise, and sec¬

ondly, because even after the war

ended, neither England nor France
wnr»t#»rl +r» hi»v ffnlH at thp market
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Credit Scarcity Doubled
I do not understand what you

mean by "the deflation came be¬
fore the depression" in view of
the fact that I share the view (See:
"The Great Depression" by Lionel
Robbins) that the great depres¬
sion was due mainly to a de¬
bauchery of credit between 1924
and 1929, which was fed by and
from the United States, and also
thanks to the device of the "gold
exchange standard." Furthermore,I cannot find any support for your
contention that there was "great
scarcity of credit in Great Britain
from 1924 onward."

- I maintain that we cannot have
democracy without an individual
Competitive free enterprise sys¬
tem. This does not mean, how¬
ever, that we do not need some
code of conduct. This "code of
'conduct" is provided by the Gen¬
eral Laws, and if one more code
is needed, it is to plan and force
competition between employers
and between wage earners. I am
against monopoly, both of busi¬
ness and of labor.

Insists U. S. Does Not Practice
Exchange Control

'

Your remarks regarding the
United States having an exchange
Control are puzzling to me. I can¬
not see why you persist in wish¬
ing to call "exchange control"
something for which there is an¬

other name. In my answer to your
letter of Aug. 12, I have clearly
explained what is meant by ex¬
change control.
•

In your letter of Aug. 12, you
call exchange control, the system
by which loans are tied up to ex¬
ports. Now you choose to call ex¬
change control, the restrictions
placed on the possession of gold
by the criminal law of the United
States. I am against this restric¬
tion, but this is not what is meant
by exchange control. It is already
difficult to avoid misunderstand¬
ings between human beings when
using words with their accepted
meanings, but the confusion would
Certainly become inextricable if
We attach to the same words dif¬
ferent meanings.
; Your remarks regarding inter¬
national dollars are rather con¬

fusing. You say: "I mean by in¬
ternational dollars, the dollars
circulated outside the United
States." I submit that while there
are at all times a certain amount
of dollar bills circulated outside
the United States, I do not believe
that this is what you have in mind.
The only international currency
known so far is gold. Then you
Say: "Britain's problem is to cre¬
ate an international currency that
will take the place of the gold
which the United States has with¬
drawn from circulation and buried
at Fort Knox."
I am puzzled to see you main¬

tain stubbornly that the £4 billion
worth of sterling foreign deposits,
which is only a debt of England to
foreign countries, constitute, in
your view, an international cur¬

rency. Besides, in the proportion
that Great Britain is paying this
debt, it annihilates your so-called
international currency.

Cites Robbins Article
. I wish you would read the ar¬

ticle by Lionel Robbins in the
January "Bulletin" of Lloyd's
Bank. I am certain that you will
finally agree that the £4 billion
sterling foreign deposits are a

curse on Great Britain, and not
"an international currency."

. There is a curious confusion in
your mind regarding the role of
international currency and the
way international trade is fi¬
nanced. This point deserves clari¬
fication.
What constitutes an internation¬

al currency? . Strictly speaking,
only gold, because only gold has
world-wide acceptance.

Gold Only Needed to Settle
Unbalances

, How much of this international
currency does the financing of in¬

ternational trade require? In a
world in equilibrium, only a rela¬
tively small amount of interna¬
tional currency i6 needed. What
actually happens is that commod¬
ities and services are exchanged
against commodities and services
(bills of exchange being used as a
medium of exchange), and the
international currency (gold) is
needed only to settle balances, or
rather unbalances, of accounts be¬
tween nations which in a world in
equilibrium are small, and should
be small, if the world is actually
in equilibrium.
The foregoing explanations will

also serve to clarify a point on
which you hammer so often,
namely, that there was a deflation
of $5 billion (between 1929 and
1932) for which the United States
was solely responsible. Let me

quote the U. S. Department of
Commerce publication, "T h e
United States in the World Econ¬
omy" on this point: "The abrupt
fall in the dollar supply by some
$5 billion or 68% over the short
space of three years (from 1929 to
1932) necessitated vast changes in
the foreign use of dollars and in
the economic systems from which
the demand arose."

What did the U. S. Department
of Commerce mean? It simply
meant that in 1932 the United
States bought from the rest of the
world $5 billion less goods, serv¬
ices and investments than it
bought in 1929. The international
purchasing power (what you call
"the international currency") is
constituted mainly by the goods
and services which the United
States buys abroad. In other
words, goods and services pur¬
chased create the purchasing
power, or if you like, the interna¬
tional currency to buy foreign
goods and services.

Americans Moving Toward Trade
Multilateral

I grant that there are still too
many impediments to free trade
originating in the United States,
but unmistakably, it is the definite
will and purpose of the American
people and government to make
world trade free and multilateral.
In my letter of Nov. 26, I said

that "metallic money IS purchas¬
ing power and paper money HAS
purchasing power, and in the mere
fact that you do not see the dis¬
tinction, lies the difference be¬
tween your conception of money
and mine. Metallic money, like
gold or for that matter, silver, IS
purchasing power because like
any other commodity which is
needed or wanted, it represents a
value in its own right. Paper
money, not endorsed by gold, HAS
purchasing power, or power to
discharge debts, merely because
the government makes it, by law,
legal tender.

Regarding the price of gold in
India, I wish to remark that the
high price is due merely to ex¬
change controls and to the sterling
area, making money non-convert¬
ible into dollars.

Expects General Increase in
Gold Price

Regarding the advisability of
increasing the price of gold, it
seems to me that this increase is
probable, but also that if and
when it comes, it will be general.
On the other hand, the relative
value of the pound vs. the dollar
will depend on other factors, like
British exports, British produc¬
tivity, etc. ■'%
I share your view that a frank

and intelligent discussion of the
issues involved in our exchange of
letters can only be beneficial to
our two countries. The more I
look at the world, the mofe I am
convinced that the fuiure of what
we call "the western civilization"
depends on a close and loyal co¬
operation between the United
States, England and France.
Please believe me, dear Mr.

Craven-Ellis, m*r'
Yours -mosf sincerely,

PHILIP CORTNEY.

'

.f' ,,'f, T,,'t \J .hiiv.'v!

(Continued from page 868)
money has been kept under re¬
straint.
Not only are the characteristics

of that earlier depression almost
entirely lacking, but out of our
new social consciousness there
have been established safeguards
to mitigate the effects of any re¬
cession that might develop during
the processes of economic adjust¬
ment. These are cushions which
should operate to prevent any
temporary slackening of business
tempo from reaching disastrous
proportions.

Bulwarks Protecting Our
Economy

Let us examine a few of these
bulwarks protecting our economy.
Today, we have functioning the

mechanisms to prevent any ruin¬
ous collapse of farm prices.
Today, through the provisions

of the Social Security legislation,
we have unemployment insurance
which guarantees that never again
will there be any sudden curtail¬
ment of individual income on a

mass scale.

Now, we have the safeguards
surrounding the savings of the
people under the Federal Deposit
Insurance legislation. This we can

count as a very real asset in sus¬

taining the confidence of the peo¬
ple in our banking system.

Furthermore, through the op¬
erations of the Securities and Ex¬
change Commission, investors in
securities are more certain of the
soundness of their investments.
These products of economic

statesmanship are tough and
sturdy girders beneath the floor
of our business structure. There
are other elements. Particularly
important are the accumulated
saving^ of the people and of in¬
dustries. Tens of millions of citi¬
zens have invested in Unitec
States Savings Bonds. The liquic
assets of individuals at the end
December were estimated at
$191,000,000,000, an all-time high
and compare with less than $70,-
000,000,000 in 1941. These assets
are more widely distributed than
before the war. The net working
capital of American corporations
nearly doubled during the war

years, and the latest estimate
places the total at a record high
of $55,000,000,000. They hold cash
and United States securities alone
totaling $40,000,000,000 — more
than twice the prewar figure.
There is no dearth of funds for

employment, either in the acqui¬
sition of consumer goods, or for
the financing of production and
expansion of industry.

Stimulants to Business
and Employment

Not only do we have the means
to attain continued prosperity, but
we have the stimulus. There is,
despite current high production
levels, an unsatisfied demand for
virtually all kinds of goods. Our
nationwide housing shortage is
one of our critical problems, but
this shortage will serve as a most
important stimulant to business
and employment. It will take
years to fill this demand, and as
you know, high construction lev¬
els spread demand throughout a
multitude of supplying industries.
As new homes are occupied, there
is a call for furniture and furnish¬
ings, and many other related
items.

And let us not overlook the
record-breaking foreign demand
for our goods.
And let me list as one of the

most important assets we have in
this year 1947, the sheer physical
volume of our production of goods
and services. Equally important
is the spirit, the ability, and cour¬

age, and energy, and ingenuity of
our people that was demonstrated
in our attainment of production
for victory, in our amazingly
speedy reconversion and in our

steadily expanding output of
peacetime goods.

Let us look at the picture in
some detail.

. ~ 4 ;
Indices of industrial production,

carloadings,, electric power, and
he like, bear eloquent testimony
:o our progress since the cessa¬
tion of hostilities.
Freight carloadings in mid-

January exceeded those for the
corresponding period in every
year since 1930, when the average
per-car capacity wasmuch smaller
than it is now.
Industrial production continues

at peacetime high levels. The
Federal Reserve Board's adjusted
index of production for December
stood at 179% of the 1935-39 av¬

erage.
Steel ingot production in Janu¬

ary had risen to 93% of capacity
—a new postwar high.
Electric power output in the

week of Dec. 21, rose to the high¬
est level on record.
Production of soft coal in Janu¬

ary reached the highest level in
20 years.

More and more durable con¬
sumer goods are reaching the
market in quantities exceeding
those of before the war—ship¬
ments of washing machines, vac¬
uum cleaners, electric ranges, and
radios are from 59 to 68% above
prewar levels. The shipment of
mechanical refrigerators and the
production of passenger automo¬
biles are approaching prewar
volume.
The output of many building

materials has reached new post¬
war highs; some reached all-time
highs during 1946.
The production of lumber and

lumber products in December was
142% of the 1935-39 average.
Civilian employment has in¬

creased three million since the
end of the war, and was approxi¬
mately 56,300,000 in December.
I would not discount the fac

that we have some liabilities on

our national ledger. There have
been inflationary excesses in some
areas that will have to be cor¬

rected.
The year just past was marked

by labor-management strife. Pros¬
perity demands a high degree of
cooperation. It seems to me that
in recent weeks there has been
evidence of a happier, more co¬

operative, more realistic approach
in labor-management relations.
This Administration has gone a

long way toward relaxing the
controls over our economy de¬
manded by the war emergency.
It is the President's purpose to
remove all remaining controls as

rapidly as possible. From now on,
it is largely up to , us, all of us.
We shall need to exercise re¬

straint, whether we are consum¬

ers, or producers, or distributors.

Problem of National Debt

There is another problem we
face as a nation, a problem that
is closely related to our general
economy, and which is of primary
importance to the business com¬

munity. That is the problem of
our national debt, and its manage¬
ment.

It is of primary importance that
we reduce our Government ex¬

penditures, now, to the utmost
compatible with our national se¬

curity, our economic well-being,
and the fulfillment of our just
obligations. Already, from a war¬
time high of $100,000,000,000 a

year, we have reduced expendi¬
tures to an annual rate of $42,-
000,000,000 for fiscal year 1947.
This curtailment of spending by
almost 60% does not represent
the attainment of a goal.
Budget proposals for the next

fiscal year contemplate a further
reduction, and it is the policy of
the Administration to continue
this economy program as rapidly
as the liquidation of war and its
aftermath permit.
It is essential that we establish

our national budget on a soundly
balanced basis, and begin now to
apply a surplus of receipts over
expenditures to the retirement of

our debt. In this :i
present state of extraordinary
prosperity, sound business prin¬
ciples demand that we give pri¬
ority to the debt liquidation pro¬
gram.

Wants no Major Tax
Reductions Now

I believe this would be a greater
contribution to national • fiscal
soundness than major tax reduc¬
tions now. We should maintain
tax rates high enough to effect as
rapid a reduction in the public
debt as is consistent with the
maintenance of a high-production,
high-employment economy. When
the time comes when some reduc¬
tion in the tax rates should be
possible, I believe these reduc¬
tions should be concentrated in
those areas where they will be
most useful in maintaining pur¬
chasing powen and in providing
the incentives necessary for a
continued high level of produc*
tion throughout the economy. ..d
Gentlemen, let me conclude. I

believe an objective appraisal of
our assets and our problems will
reveal a magnificently prosperous
nation. -With all of our advan¬
tages, the American system;; of
free enterprise is capable of de¬
veloping a driving force that will
carry us on to even greater na¬
tional well-being.

iu

National Securities
Corp. in Seattle
SEATTLE, WASH. — National

S e,c u r i ti e s

Corporation is
being formed
with offices
in the White

Building, to
engage in the
securities
business. Offi¬
cers will be
Howard W.

Jones, Presi¬
dent; Stuart
M. N orris,
Secretary, and
George B.Pea-
bod,y, Treas¬
urer.

Mr. Jones
and Mr. Norris were formerly of¬
ficers of the First Washington
Corporation.

SEC Confers With
Sees. Administrators
The Securities and Exchange

Commission held with the Execu¬
tive Committee of the National
Association of Securities Admin¬
istrators the fourth of a series
of conferences in connection with
proposed revisions of the securi¬
ties acts.

*

Commissioner Robert K. Mc-*
Connaughey presided at the con¬
ference in the absence of James J.
Caffrey. Among those at the con¬
ference were D. D. Murphy, Pres¬
ident of the National Association
of Securities Administrators and
South Carolina's Commissioner of
Securities; Paul Deems and Poin-
telle Downing of the Illinois
Securities Commission; Greene
Johnston, Executive Secretary of
the Florida Securities Commis¬
sion; Myron Honigman of the
Pennsylvania Securities Commis¬
sion; Maurice Hudson, Corpora¬
tion Commissioner of Oregon, and
Harold Johnson, Assistant Direc¬
tor of the Nebraska Department
of Banking. „ . j -

Mr. McConnaughey said that
the Administrators plan to ap-.

point a special committee to con¬

fer with the SEC on the program
of revisions and to keep in touch
with developments of the exten¬

sive study the Commission has
undertaken to obtain public reac¬
tion to the proposal.

Howard W. Jones
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The Critical Tasks
J,
s-.' (Continued from page 874)
And, so, my fellow Republicans,
let this be our grand strategy. Let
us plan to win because we deserve

.toi;- win, and because America
':;;«twins" with us.

A ^-This should not be too difficult
for men of good will, common
sense, Lincoln tradition and con-

v" stitutional fidelity. Indeed, here
at home, there probably is no
reason why tne people of the
United States should not right
now be upon the • threshold of

;'< their greatest era of sustained,
mass prosperity,

nv : If we quit aousing our illimit-
/ able opportunities; if we quit

*

making senseief war against each
other here at nome; if we quit
false theories of fake economics,
still dished up by the repudiated
peddlers of yesterday's nostrums;
if we quit corruption including

. corruption of the spirit; if we
quit shackling initiative and
stifling thrift; if we quit the ty¬
ranny of bureaucrats and pressure
groups and special interests; in a
word, if we quit aborting the
American way of life the future
is rich with cheer. I take it, Mr.

5 Chairman, that we have a man¬
date from the American people

> ,rnot to quit ourselves until all the
rest of the "quitting" is accom¬

plished.
U. S. Position Splendid

America has the resources. It
has every element for a great
and wholesome prosperity. It has
this great chance. I sometimes
wonder if our people fully realize
their relative blessings, particu¬
larly when they allow themselves
even temporarily to flirt with
alien lures or with the phobias of
some of our high-faluting domes¬
tic crackpots and fellow travelers
or with the melancholy nonsense
of such distinguished, so-called
"liberals" as the top agitator of
them all who warned us in 1945
that we would have from six to

v eight million unemployed in 1946.
Let me give you an exhibit which
points a moral to adorn this tale.
At the last General Assembly of

the United Nations, we had to al¬
locate to each of the 55 member

• nations its share of the annual

budget on the basis of relative
capacity to pay. Experts presented
an intensive study of the subject
and said the United States has
50% qf the total income capacity

; of all these 55 nations. -

A v', v I fought the accuracy of this
study as a basis for assessments.
But I said to my Soviet colleagues
and his satellites: "If our eco-

—r,nomic system is so good that 5%
A-, of the people of the earth have

anything like 50% of all its in¬
come capacity, then our economic
system ought to be made manda¬
tory for all members of the United
Nations so they can catch up with

li us."
That rankled for about 10 days.

Then I got this public answer

, from my Soviet colleague: "You
have put the wrong interpretation

A; on these statistics; they do not
'*

testify to the superiority of your
economic system; they simply re-

/-. •* fleet the fact that not one bomb
* -• fell on America in World War I

/ and not one bomb fell on America

: in World War II."
Af vs Mr. Chairman, we both were
( 1 tight. On the one hand, it is very
v necessary for us to remember

that, despite all our tremendous
Sacrifice and loss in the war, we

;l;were mercifully spared the physi¬
cal destruction- which made a

tragic shambles' of countless Al¬
lied areas and we are not
through with our war responsibil-

A ities until we have cooperated in
v;g their recuperation. \ •/

? /Oh the other- hand, if, even in
)the presence of these dislocations,'
the United States, with 5% of the
earth's population, has even- 40%

■5 of the world's income capacity
(fn* 1hat *he temporary figure
finally certified), ./our s ystem
of free enterprise and free men is

■' A:

earth. We would be fools to desert
it in any respect. It must be faith¬
fully nourished and maintained.
And that is what the American
people said with their ballots last
November. And that is our Re¬
publican job.
Now, my fellow countrymen,

this calls, first of all, for peace—
and I mean peace at home. With
this tremendous heritage, it is
sheer public suicide for labor and
capital to be ever at each other's
throats; and it is wanton neglect
of the public welfare, including
the true welfare of every man

who toils to longer ignore the
need for rational progress in the
law respecting labor-management
relationships. I hasten to say that
the surest improvements will be
those which flow from voluntary
agreements and from mutual ac¬
ceptance of the axiom that in the
long run capital and labor will
sink or swim together. Their des¬
tiny is indivisible.

Wants New Labor Law
But some new law seems un¬

avoidably required — not in a
punitive spirit of revenge because
of recent threats to the whole na¬
tional life, but in a spirit of pru¬
dent preparadness against a repe¬
tition of evils which must end for
the common good, including the
good of healthy organized labor
itself.
I am thinking, for example, that

strikes against the government or
summary strikes against public
health and safety, like any other
civil rebellion, cannot be tolerat¬
ed; that jurisdictional strikes and
secondary boycotts must stop; that
unions must be made as effec¬
tively responsible for the integrity
of contracts as are their em¬

ployers; that the new monopoly-
power of labor leadership—must
be tempered with greater rank-
and-file democracy; and that
violence and force must be as il¬
legal here as in every other phase
of life under law in America.

I would protect labor's total
right to free collective bargaining
—on a two-way, fair-play basis—
to the last ditch. I would not
retrogress one inch. But free, col¬
lective bargaining will be the
more impregnable when it is rea¬

sonably mutualized and when it is
purged of the excesses which cost
it so heavily and so dangerously
in popular good-will.
I would seek for labor the high¬

est practicable wage. Our nation¬
al economy requires it. But I
would recognize the fact that high
wages must be accompanied by
high production or high prices
will continue to nullify the net
gain and will pyramid to ruin for
all concerned — despite reliance
too often on fanciful, deceptive,
self-serving statistics to the con¬

trary.
I should like to hear an authen¬

tic labor voice in the United

States saying what the seasoned
President of the British Trade

Union Congress recently said:
"We shall have to re-examine

many union trade practices where
they tend toward restriction on

production." . .

"If high real wages—high, pur¬
chasing power for workers — is
the goal, our own leadership must
preach the gospel of high produc¬
tion." ,

Favors Flexible Profit-Sharing
In view that way lies', high

wages, low;prices and a minimum
of friction. Then if you will add
a constant study of the flexible
"profit-sharing principle" — de¬
spite its complications and its dif¬
ficulties—and it we may reduce
work - stoppages to a minimum,
we may find the greatest good
for the greatest number, and we
can here perpetuate free enter¬
prise for free men under an eco¬

nomic system which is the envy
of the "common man" all round

the.globe. /., - !
The advantage, to say nothing

of the joy, flowing from the eur-
demonstrated to be the best on rent lull in industrial strife

1 ' • ■ -
, ;r.\.
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pared with 113.000,000 man-days
of idleness from this source last
year—is a stimulating sample of
the universal importance of pur¬
suing these objectives to the last
attainable degree.
Now, Mr. Chairman, let me re¬

peat my theme. The people have
told us with their ballots that
they want this system nourished
and maintained, and this is our

Republican job. There can be no
doubt this means the earliest pos¬
sible termination of all war con¬

trols — with rare and temporary

exceptions where supply lags far
behind demand.
It means the utmost voluntary

restraint in pricing lest short¬
sightedness invite consumer re¬
prisals. It means the maximum
demobilization of bureaucrats and
overlords, It means that "red tape"
must be fought as relentlessly as
"red ink." It means aggressive
social progress without State
socialism—and nowhere has this
possibility been better demon¬
strated, as in public health, than
right here in Michigan.
It means the vigilant preserva¬

tion of free competition against
monopoly. It means a chance for
"little business" as well as "big"
and certainly it means sleepless
battle against the poison of im¬
ported subversion which gnaws
not only at our livelihoods but
also at the very foundation tim¬
bers of the republic.
It means also an end to waste

and extravagance in government;
and end to the morass of deficit
spending; a beginning of sound
fiscal policy which reduces ex¬
penditures, public debts and taxes
—each in its own time and place.

Federal Debt Needs Trimming
The President's budget of $37 xk

billion is timid medicine. It re¬

quires major surgery. It would
mean that in our third post-war
year we shall be spending 38%
of our wartime maximum.

By contrast, in the third post¬
war year after World War I, ex¬
penditures had fallen to 19% of
the wartime level. Further, the
proposed $37Vz billion expendi¬
ture compares with only $i3 bil¬
lion in the last pre-war budget
of 1.940 and is four times our

budget in 1939.
Such comparisons make a mock¬

ery of the President's budget, and
suggest a congenital hangover
from the reckless New Deal yes¬

terdays when a dollar too often
was just something to print in¬
stead of something to earn.
The Republican pruning knife

is out and sharpened. It must not
cut, at the expense of adequate
national defense during this crit¬
ical era when there are still great
powers which think only in terms
of force. It cannot cut at the ex¬

pense of our veterans. It must not
be Shylock's knife.
But it can and it must cut at the

expense of every dispensable ex¬

penditure in the vast and still
swollen Federal machine. The

benefits must go, first, to a rea¬
sonable reduction in the public
debt which is a priority mortgage
upon everything that any of us
own or hope to own; and then it
must go to reasonable relief for
the hard-pressed taxpayer par¬

ticularly in the lower brackets
-where the increased costs of living
have imposed a particularly cruel
burden. . . • •;

[_ Republican. ^administration . cut
|the national debt 40%-in ten years
after World War .• I. -Republican
administration also cut the peo¬

ple's taxes. Yes, and it is signi¬
ficantly worth remembering- that
every' time the rates went down
the resultant revenues went up.

Predicts Return to Sound Fiscal
/ Management

I venture the" belief that the

country this year will enjoy sound
fiscal management for the first
time in 14 prodigal years. - >

1 Now, Mr. Chairman, I should
like to submit a few swift para¬

graphs on a few other matters be-j
%i}\ feofe /sfcMri- W&
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fore coming to my final and most
important theme of all.
I should like to say that the Re¬

publicans in the Senate have in¬
sisted upon maintaining the fa¬
mous "Truman Committee" for
the impartial and implacable in¬
vestigation of war frauds despite
the united opposition of our po¬
litical opponents who sought to
detour this chastening justice into
other hands.
It is my view that the American

peole want a complete and re¬
lentless audit of the $400 billion

spent in the war years; and one of
their mandates to us is to see that
the guilty, if such there be, shall
not escape the retribution due
those who took illicit toll of our
sacrificial flesh and blood: That's
what jails are for.

Portal-to-Portal Outrage
Then I should like to say, Mr.

Chairman that we intend to do

something about this scandalous
"portal-to-portal" outrage which
violates every American concept
against ex-post-facto laws; which
abuses the legislative intent of
Congress, not a man of whom re¬
motely contemplated any such
perversion when the Wages and
Hours Act was passed; which
threatens the solvency of many a
business and the jobs of its em¬

ployees—to say nothing of the
Treasury of the United States.
Imagine what labor would say

if the courts, in a reverse situa¬
tion, were to find some excuse for
employers to go back over the
years and recapture some of the
wages paid upon jobs long since
finished and forgotten. The prin¬
ciple of the thing cannot be al¬
lowed to stand if any sort of a
stable economy is to save Amer¬
ica.

Again, Mr. Chairman, I should
like to say that it is the Republi¬
can purpose at this session to
initiate studies which shall lead
to a liberalization of coverage and
benefits in old-age insurance on
a pay-as-we-go basis. This in¬
volves elementary, humane and
decent fair-play for those who are

passing into sunset years which
must not be poor-house years.
I should like to say that we are

urgently seeking ways and means
to straighten out the housing mess.
Also I have no doubt that we

shall enthusiastically give the
Michigan Legislature a chance to
enthusiastically approve a con¬
stitutional amendment enthusias¬

tically limiting the Presidency to
two terms.

Then, Mr. Chairman, I should
like to take this opportunity to
make one other suggestion to the
Legislature. I wish it might make
it a little more dangerous for ir¬
responsible mud-slingers to rape
the truth in our political cam¬

paigns. I speak out of personal
experience.
Last fall, the CIO-PAC put out

a vicious, race-baiting circular in
Detroit which accused me of be¬

ing a a leader against anti-poll tax
legislation, against anti-lynching
legislation, and against the FEPC
—although I have consistently
supported all of this legislation,
without a break, from start to
finish.

It - was an unmitigated lie.
Probably it did no harm. That is
beside the point. It was a filthy
fraud upon the electorate. To the
credit of some CIO leaders with
whom I have discussed the mat¬

ter, I hasten to say they agree that
;any such bald perversion of facts
jought to be stopped.
! I do not mean these were the
jonly offenders. There are plenty
of others on all sides. Nor would
I for an instant curb free speech.
Nor would. I fail to realize that
certain latitudes of the imagina¬
tion are a traditional part of our
Campaigns. But for the sake - of
decency and honest elections I
wish you could find a way to put
deliberate, self-confessed political
libel and slander out of business.
And now, Mr. Chairman, I come

finally to the subject dearest to
my heart and to the heart of the
..nation and the world. I speak of

iJv.Krt..-, ~»w j

something which utterly tran-
scends politics. I speak of peace.
I speak of stopping World War
III before it starts. I speak with
what I hope is justified pride in
a record of Republican coopera¬
tion which has done its full part
in making possible united Ameri¬
can foreign policy in pursuit of
peace with justice in a free world
of free men.

If republicanism is true to its
best instincts this cooperation will
continue to the last, practicable
degree.

"No Nation Can Defend f
Peace Alone"

None of us can face the facts
life and deny to science the gran,
and sanguinary credit for such
progress in the bitter arts of cruel
mass destruction that another to¬

tal war—measured perhaps in
minutes instead of months—wo>t£cJ
almost literally consume the eaath*
Time and space and distance ao

longer matter. Pearl Hanbo?
ended one era. Hiroshima begem
another. Therefore, none of us
can face the facts of life and deny
that no nation hereafter cam de¬
fend its peace alone. The peaceful
nations of the world must defend
their peace together.
They must covenant in advance

against the aggressor of tomorrow.
In our own enlightened self-inter¬
est, we have helped to build the
United Nations, and, for the sake
of our own children, we must give
it all our strength and all our

prayers.

I have no illusions regarding its
sufficiency. It needs growth, im¬
provement and power. But neither
have I any illusions regarding it$
indispensability.
Already it has tempered many

a situation which, under the old
order, could have flamed into the
raging prairie fires of conflict. It
is the world's "safety valve," so

long as it works, the world's boil¬
ers will not blow up. So long as

we keep controversy in the council
chamber it will not graduate to
battlefields.
Under the auspices of the United

Nations we hopefully approached
the beginnings of world disarma¬
ment. Our own American posi¬
tion is clear. We shall not disarm
alone. We shall trust no example.
We shall not repeat our mistakes
of 25 years ago.
We shall take no "sweetness and

light" for granted behind the "iron
curtain" which still blacks out
great sectors of the earth. We do
not intend to be at anybody's
mercy; nor do we intend to emas¬
culate our authority with those
who still think in terms of force.
But we will joyfully match the ut¬
most limits of disarmament to
which other great powers will go,
if there be summary disciplines
which guarantee against bad faith.
I repeat, however, that this can¬

not happen in ambush or on a
one-way street.
So, too, with atomic bombs. We

monopolize the secret for yet a
few more years. In the greatest
exhibition of international good¬
will since time began, we are pre¬

pared to abandon this advantage,
if, as and when all the world is
prepared to outlay the destructive
use of atomic energy for keeps; if,'
as and when the renunciation is"
protected by totally and provable
competent inspections and con¬
trols; if, as and when the world
in general—and Soviet Russia irv
particulars-agrees to swift and -
conclusive punishment which shal|-
stop treachery at its source. This'-
is our price; and the "price" must1,
be paid. We shall hot trust alone*-
to fickle words. Too many words>
as at Yalta and at Potsdam and iiil"
Poland at this very hour, have:
been distorted of all pretense of-*
integrity. .We ask nothing for our- -

selves.: We ask. everything for-
peace." " * " ' '
{ The record, Mr. Chairman,"
stands clear. We plan no conquests
against any other power on earth.
We are no shadow of a threat to
any peace-loving land. We shall *
no longer condone or appease the
conquests of others. We shall
i-il i-.uZ/' I'fii'.ntut ni
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maintain maximum national de¬
fense until- ^alternative reliances
prove their dependability.- >•
There are deadlines or our

ideals which all the world must
come to know < we" shall never

again desert. ,To this end, we must
always say what we mean and
mean what we say. We will live
'in this world of rival ideologies,
if we are allowed to do so.

Collective Security Goal
For the sake of all these objec¬

tives, Mr. Chairman, we must
faithfully sustain all sound efforts,
both economic and political, to
make collective security succeed
through international cooperation,
international law-and .wrecked
and mangled world. :

( . Anything less would be treason
to our own self-interest. 1 hope we
shall make it plain to an earth
which craves our moral leadership
that no change in American ad¬
ministrations will dilute these
fidelities. As an American first,

and then, as a Republican, for my¬
self, I take this pledge; 1
Ladies and gentlemen r of the

convention, it has been a great
joy for me to,have been able at
long last to come back to home,
sweet home with these greetings
to my fellow citizens who have
been so generous to me in my ab¬
sence. I congratulate Republican¬
ism upon its reborn vigor and
vitality. I congratulate you par¬

ticularly upon your magnificent
sweep of victory in Michigan. I
congratulate Republicanism upon
its opportunities and; then upon its
destiny when we "make good." jj
Soon we shall be celebrating our

dedication to the memory of the
greatest of all Republicans, the
immortal Lincoln,, on, the ap¬
proaching anniversary of his birth.
If we may catch some measure of
his spirit, of his dedication, and
of his pattern, .we can deserve the
good opinions of mankind. God
willing, it is our great chance.

Bureaucracy Trend
^Toward Collectivism

(Continued from page 873)
them in 1787 by the lawyers who
made up the majority of the con¬
vention which drew the Federal
Constitution. Of the 55 delegates
who attended that immortal ses¬

sion, 34 were lawyers. Ten of
them had been judges, and they
all went to Philadelphia not to
serve the interests of groups or

•classes, or even geographical sec¬
tions. They went there to frame
a new government in the interests
of all. When these men drew the

preamble of the Federal Consti¬
tution, they were not thinking in
terms of special groups or of class
government. They were thinking
in terms of the people as a whole.
They were thinking of justice for
all individuals. They were think¬
ing of domestic tranquillity, of the
common defense, and of the gen-
oral welfare. They sought to build
a government that would, in their
-language, "secure the blessings of
•liberty to ourselves and to our

posterity." They were thinking,
therefore, of individuals. They
were thinking of the men, women
and children who at that time

constituted, and who in all the
days to come continue to consti-
ture, the people of this great na¬
tion.

If we who are the lawyers of
this generation, following in the
footsteps of these great predeces¬
sors of ours, are to preserve the
ideal of- government which they
cherished, we shall have to begin
by re-dedicating ourselves to the
great cause in which they served,
namely, the cause of free govern¬
ment. And our first task will be
to determine why it has come
about in our generation that the
principle of free government has
been giving away steadily to the
principle of authoritarianism.
I know of no nobler task to

which the modern lawyer can

•dedicate himself than this. The

rising tide of collectivism threat¬
ens to engulf the whole world. It
will engulf us here if we do not
understand the cause and go im¬
mediately about the task of ap¬

plying the remedy.

Drift Toward Centralization

Centralism in government has
markedly increased in our time,
not alone in the totalitarian states,
but in countries like Great Britain
and this, the people of which are
still absolutely loyal to the prin¬
ciple of popular sovereignty. It
was a British lawyer who many
years ago wrote a great book on
the development of administrative
law under the title, "The New
Despotism," for he recognized that
government bureaus tend to de¬
velop arbitrary powers. The same
theme was -adopted here by a
great American lawyer and a
member of the House of Repre¬
sentative in his volume which he
called, "The Wonderland of Bu¬

reaucracy." Both of these books
were written long before the New
Deal, a fact which I casually men¬
tion in order that it may be clear
that the development of central¬
ism in the United States is not to
be charged against any particular
party or individual. Administra¬
tive bureaus in government, more
of which are being suggested even
now by the members of the 80th
Congress, like national labor
unions, are the result of the ap¬
pearance of national and interna¬
tional business corporations. In¬
deed, it is not too much to say
that the modern business corpo¬
ration is the most significant sin¬
gle social institution of our time.
I speak not of the corporation

which is managed and owned by
the same individuals, but of fh
corporation which is owned b:
one group and managed by a
small group of experts who usu¬

ally own but a fraction of the cor¬

porate stock. Such an institution,
in truth and in fact, is a collect-
ivist economic state, because it is
the organization of the collective
capital and the collective Ihbor
of thousands, and sometimes hun¬
dreds of thousands, of individuals
under the leadership of expert
managers who themselves are not
the owners of the property they
handle.

To say this is not to attack such
a corporation. To say it is not
even to suggest that corporations
of this character are not bene¬
ficial. Quite to the contrary/ It
is not too much to say that the
United Nations would have had

difficulty in crushing Germany
and Japan if it had not been for
the giant American corporation.
It was the industrial power, the
productive capacity, the genius of
accomplishment of these giant
corporations that made it possible
for us to arm ourselves and all
our allies. Surely that should not
close our eyes to the fundamental
fact that the modern industrial
corporation is utterly and com¬

pletely different from the enter¬

prise which is carried on by a
man in his individual capacity
with his individual capital and his
own individual operating skill. It
is the difference between col-

lectivist activity and individual
activity. Our troubles stem largely
from the fact that the public does
not comprehend the difference
between the corporation which is
managed by its own owners and
the corporation which is owned
by one group and managed by an¬
other. The latter bears much more

resemblance to a government op¬
eration than does the former, and
if it is our purpose to preserve the
system of private property, that
is to say the capitalistic system,
it is of the utmost importance that
we should comprehend the nar¬
row margin which separates the

giant;cpHecti^strecbhphiic; State
of the-modern ^worl^iroitii the
authoritarian fpolitical- economic
state which threatens the very
.basis of. human liberty. '

Growth of Business Corporation
Public comprehension of this

basic fact has been slowly taking
form. As long ago as 1929, Presi¬
dent Herbert Hoover established
a special research committee ori
social trends. The chairman-" of
that committee was the distin¬
guished economist, Dr. Wesley C.
Mitchell, under whose, editorship
a report was published during the
closing year of President Hoover's
administration. ? \ 'J • - . ..

One of the/most >significant
chapters of this work was written
by-. Dr. Charles E. Marion, ..in
which the economic powers, of
certain corporations were" com¬

pared with the economic powers
of states and cities, as measured
by their revenues and the nurm

ber of their employees.
This chapter showed that in

1930 New York City, which en¬
joyed the largest gross revenues
of any political organization in
the country, except the Federal
government, did not enjoy the
revenue of the Pennsylvania Rail¬
road System, General Motors, the
Great Atlantic and Pacific Tea

Company or the United States
Steel Corporation. In that year
New York City, with 86,509 em¬

ployees, had revenues amounting
to $611,571,000. General Motors,
however, with 172,938 employees,
had revenues exceeding $996,000,-
000. The Atlantic and Pacific Tea

Company took in more than $1,-
000,000,000, and United States
Steel more than $1,200,000,000.
That was in 1930. In 12 years,

General Motors had taken first
place from United States Steel.
The number of employees had in¬
creased from 172,000 to 314,000,
and its revenues had jumped from
$996,000,000 to $2,250,000,000.
In 1942 the State of New York

had reached a higher rank in
terms of revenue than the City Of
New York by about $6,000,000
($720,306,000 for the State as

against $714,653,000 for the City).
Yet it was still outranked by cor¬
porate giants like General Motors,
United States Steel, American
Telephone and Telegraph Com¬
pany, Great Atlantic & Pacific
Tea Co., General Electric and the
Pennsylvania Railroad System.
When some of these corporate

giants are considered in terms of
the number of their employees
and the number of their stock¬

holders, it becomes apparent at
once, when the families of the
employees are taken into consid¬
eration, that they are economic
states, sometimes with what may
be called an industrial population
of more than one million persons.

Every one of the so-called billion
dollar corporations, about thirty-
four in number, is more wealthy
and powerful than most of the
soverign states of this Union and
practically all of our cities. In
other words, the modern industrial
corporation, which, as I said be¬
fore, is the foremost social insti¬
tution of our time, has become so

great that it can match resources

even with governments. Only
this week the newspapers carried
the account of the filing of a suit
by a citizen of the United States
against an American oil company
operating abroad for the recovery
of some six million dollars on the

ground that the plaintiff had suc¬
ceeded in transferring from the
corporation to the government of
Great Britain an obligation which
otherwise the company would
have had to bear for the support
of King Ibn Saud. That the line
of distinction between industrial

enterprise and political govern¬
ment is becoming vague is illus¬
trated by the story of the opera¬
tion of American oil companies
abroad. The political hazards they
must encounter, the tremendous
expenditures they must make, the
municipal services they must pro¬
vide for their employees and for
the inhabitants of the area in

rjed; on, are. so great, that: they
frequently *p6ol their' resources
and- enter upon joint ventures
that-are as far beyond the. car
pacity of individuals to carry on
as/an airplane: in 'ihe stratosphere
is beyond the ken of the mortals
walking upon the surface, of the
-earth.1 .y-r.yr j •

r. To think of such organizations
as though they were individuals
is a fundamental error out of
which stems the confusion that
makes our age so turbulent. Al¬
though the modern industrial or¬
ganization is actually more like a

government tkaiiit ia liki ah inr
dividual, we treat it as though it
were an individual. We think of ft
as having the privileges and rights
of an individual; whereas .every
lawyer .knows that a corporation
is a creature of man, while man is
a creature of God. No corporation
can come into existence save by
permission of some government.
But man makes the government
which makes the corporation. In
our time the corporate creature
has been more powerful than its
human creature, and the failure
of the lawyer and the politician
has been that he has been unable
to develop the formula by which
the creature shall be kept in
proper relation to its creator.
Failure to comprehend this dis¬

tinction and to provide the rule of
order by which the modern eco¬

nomic state shall be made, as the
political state was made by our
Federal Constitution, a servant of
the people, has led directly to the
appearance of totalitarianism.

Arbitrary Economic and Political
Power

When the business and political
leaders of Europe failed to solve
this, the greatest question of our
time, and the people of Europe
were unable to support them¬
selves because they no longer had
control of the economic instru¬
mentalities by which the modern
world lives, they turned to central
government for relief. They lis¬
tened to the false preaching of
Lenin, Mussolini and Hitler, and
gave to the political state arbi¬
trary power over themselves as

well as over the economic system,
with the appalling results that
were written in the blood of 34
million people from 1939 to 1945.

Some of us act now as though
World War II were like last year's
Army-Navy football game, a con¬
test that is over and done with.
We seem to cherish the fond hope
that we can revert to some vague
"normalcy" and go on about the
business of living without coming
to grips with the most important
fact of our time, namely, that we
no longer are living in a world
of individuals, but in a'world of
organizations, and that there can

be no solution of our problem un¬
til we find a rule by which these
economic organizations, whatever
they are—corporations, trade as¬

sociations, labor unions, organi¬
zations of consumers, pressure
groups of every kind—may live
together in understanding and
mutual helpfulness for the bene¬
fit of all the people.'
One of our mistakes has been

the effort to proceed by way of
punishment for abuses instead of
encouargement of the obvious
good that proceeds from this type
of organization. There are abuses
in modern industrial organization.
There are corporate abuses and
labor union abuses. Racketeers in
their time have sought to use
both types of organizations for
narrow and small personal and
selfish aggrandizement rather
than for the public good. But de¬
spite these ' blotches 'upon the
body of modern economic organi¬
zation, no one can doubt that both
the corporation and the labor
union have been productive of
vast benefit to the social system.
The modern world would be im¬
possible without these organiza¬
tions. It is just as great an error
to destroy the labor organiza¬
tions as it would be to trv to de¬
stroy the corporate, organization.

We can not go back to the time
when our economic life was the
product of the capital and the la¬
bor of a few men under a system
whereby the worker, could talk

personally with his employer, and
both could move on to new geo¬
graphicfrontierswhenthoroughly
dissatisfiedwith* the Conditions
they-were^ndiiT^ig^Thi; frontiers.;
of-this generation -are in the field
of; technology and science, ' the
great blessings of which cannot
possibly be developed fdr mati-
kind - except v through / economic
organization.It follows;therefore^
that we have np alternative buttoj
write h • rule ■ of responsibility Ifpr
the' new., social institution which
dl/the- markf of/our^
ganization, corporate or otherwise,
by"which groups of men act to¬
gether. If we believe, as the law¬
yers who wrote the Federal/Con¬
stitution believed, that "the i peo¬
ple are the" source of all author¬
ity that may be exercised over

them, then we. can not possibly;
be willing to endure a condition
by which a - handful obtain the
power to wield these'- modem
agencies and the masses are com¬

pelled to endure whatever condi¬
tions may be imposed upon them.
We must open our eyes to the

fact that the large corporation, .

the national labor union and the
government administrative bureau
are all aspects of the same de¬
velopment. The large corporation
was necessary because otherwise
mankind could not use the great
instruments invented by genius
and discovered by science.;;: -The
national labor union was neces¬

sary because otherwise the work¬
ers who could no longer negoti¬
ate with the owners of the enter¬
prises for which they labored,
would have been unable to safe¬
guard their just interests. The
government administrative bur¬
eau was necessary because, as the
new economic organizations
spread beyond local boundaries,
crossing mountains and rivers and
spanning the whole country;, it
was no longer possible for local
governing authority to regulate
them in the public interest, 't 2

v

Centralization and Collectivism

Thus the powers of the city and
the state have been steadily di¬
minishing, while the power of the
central " government has1 been

steadily expanding. As 11; expands,
collectivism spreads from the eco¬
nomic sphere to the political
sphere. We see it all around us.

We see political collectivism
stretching out to embrace all Eu¬
rope. We see Socialism taking
over the government of England. <
We see great industrial enter¬
prises which we like to call pri¬
vate enterprise. 1 hough they are
in fact collectivist enterprises,
taken over by the government of
Great Britain. We know that of
all the great nations of the world
only the United States still /ad¬
heres to a belief in the capitalistic
system. If it is to survive, then.it
follows that we in the United
States must make it survive. That,
I think, is the task of the lawyer;
the lawyer whose function has al¬
ways been to make as well as to
interpret the rule of social order.
The lawyer fills our legislatures
and our Congress, just as he filled |§
the Constitutional Convention,
and if the modern lawyer believes
as his predecessor believed,•> that
the people are the soverign mas¬

ters, then he will undertake now|l
to help save the capitalist econ¬

omy by helping to write the rule
under which the managers of all
modern economic organizations /

are made responsible to the peo- |
pie. r
This rule can only be written g-

by the Congress of the United
States, which in the Federal Con¬
stitution was given explicit power
to regulate all commerce amoiig
the states and with foreign .na¬

tions in the interests of the whole

people for whom that ConstituK
tion was written. _ _

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



898 THE COMMERCIAL & FINANCIAL CHRONICLE Thursday, February 13, 1947

Indirect Benefits of Service Charges to Banks
(Continued from page 866)

41/ Thei question may be asked:
"Would the earnings of member

v banks shrink on the average by
4% if the service charge on de¬
posit accounts were discon¬
tinued?" The evidence suggests
that a categorical answer can be
given to this query, viz., the oper¬
ating income would shrink by
much more than that percentage.
Unquestionably the most impor¬
tant elements which bank officials
should take into account when
evaluating the dollar and cents
contribution of a service charge
plan are the indirect effects of
such plan on the income and net
profits of the bank.
It is well known that the elimi¬

nation of service charges on de¬
posit accounts would result in a
much larger volume of checks
being written against existing ac¬
counts, but also that the operating
expenses entailed in the handling
of this extra burden would not
rise by any proportionate amount
due to the fixed nature of many
of these costs. On the other hand
the elimination of the service
charge would automatically dis¬
pense with the costs involved in
its administration. Setting these
cost changes in juxtaposition in
context is not intended to suggest,
however, that they necessarily
offset one another.
It is also recognized that the

elimination of the service charge
would be accompanied by an in¬
flux of numerous small accounts.
These deposit accounts would be
opened by people whose financial
means are such that they have
been deterred from obtaining the
advantages of a checking account
by the relatively small financial
burden imposed by the present
service charges. Taking into con¬
sideration the extra cost of serv¬

icing these new accounts, the cur¬
rent difficulty in putting funds to
work, and the extremely low in¬
terest rates now prevailing, most
bankers would probably agree
that these new accounts would not
be self-sustaining.

, Would these favorable and un¬

favorable factors cancel out? The

paucity of data on these particlar
indirect effects make it impossible
to give a conclusive answer. Eval¬
uating these factors as a group the
error would seem to be on the side
of conservatism to say that they
approximately cancel out. It seems
very probable that for member
banks as a group the unfavorable
factors predominate, i.e., the al¬
teration in costs and revenue asso¬

ciated with these particular indi¬
rect effects would result in a net
shrinkage in profits if the service
charge were removed.

But the most important indirect
result of the service charge from
an earnings standpoint is the ef¬
fect which the removal of the
charge would have on the total
volume of existing demand de¬
posit accounts.
i This statement is based upon
the observed close connection be¬
tween the volume of a bank's de¬
posits and the volume of its
earning assets. The above state¬
ment is also based upon the as¬

sumption that many depositors,
where the accounts are owned by
individuals, rather than receive
nothing on deposit balances would
convert a considerable proportion
of these balances into various
types of earning assets other than
time deposits.
The service charge on deposit

accounts provide, to a greater or
less extent a successful deterrent
to such an eventuality, singe by
retaining relatively large balances
(balances much larger than the
price level and the volume of
payments which it is convenient
to pay with checks would require)
customers avoid, or minimize,
these service charges and therebjr
earn in effect a return on these
deposit balances. ; I. *
A withdrawal of deposits from

member banks at the present time
would force most of these banks
to dispose of an approximately
equal volume of their earning as¬
sets, since the volume of excess
reserves in the system is rela¬
tively small. During the first half
of 1946 these excess reserves

amounted to approximately $1
billion.

Such a forced liquidation of as¬
sets would not, however, be com¬

pulsory with all banks. The small
non-member country banks in
Kansas, for example, now possess
a larger volume of excess reserves
than they held even before the
war. It is probable that these
banks would meet such deposit
withdrawals by simply drawing
on their excess reserves. But this
situation can be considered typical
even for non-member banks in
other states.

It seems reasonable to assume

that the shrinkage in existing de¬
mand deposits which would ac¬

company the elimination of the
service charge would be almost
wholly confined to those accounts
owned by individuals. It therefore
becomes pertinent to determine
the volume of these accounts and
to make some estimates of the ex¬

tent to which they would be
withdrawn.

The November, 1946 "Federal
Reserve Bulletin" reports that
personally owned demand de¬
posits for all insured banks
amounted to approximately $27.6
billion as of July 31, 1946, or

35.6% of all demand deposits of
these banks (excluding govern¬
mental and inter-bank deposits
and items in transit). Assuming
the same percentage is applicable
to member banks a figure of $21.7
billion is obtained as the esti¬
mated personally owned demand
deposits in these banks as of June
29, 1946.
What would have been the vol¬

ume of these individually owned
demand deposits in the absence
of the service charge? An admit¬
tedly very crude figure was ob¬
tained by the following procedure:
(1) estimating the volume of per¬
sonally owned demand deposits
for the most recent period pos¬
sible which was still relatively
free from the influence of the
service charge; (2) projecting this
figure down to the middle of 1946;
and (3) subtracting this latter
figure from the estimated volume
of such deposits in member banks
as of June 29, 1946.
The date selected for the first

figure was Dec. 31, 1938, and the
figure estimated, based upon data
in the May, 1940 "Federal Reserve
Bulletin," came to $5.1 billion.
This amounted to 25.0% of all de¬
mand deposits (excluding govern¬
mental and inter-bank and items
in transit) in the member banks
as of that date.
In projecting this figure to June

29, 1946 it was assumed that two
factors would be controlling: in¬
come payments to individuals, and
wholesale and retail prices. It is
recognized that many other fac¬
tors determine the volume of de¬
mand deposits held by individuals
including: changes in preference
as between currency and checks
in effecting payments, changes in
the number and age distribution
of the population, changes in ex¬

pectations as to income payments
and prices, alterations in oppor¬
tunities to invest funds, rates of
interest prevailing, etc., but it was
not believed that these factors
were of a controlling nature for
the relatively short period under
consideration.

In view' of the fact that income
payments to individuals (on an
annual basis) have risen by about
124%, wholesale prices by about
•58%, and the cost of living by ap¬
proximately 41% (Bureau of La¬
bor Statistics figures) from the
end of 1938 to June, 1946, it did
not seem unreasonable to con¬

clude that demand deposits held

by individuals, in the absence of
the service charge, would have
risen by more than 100%.
If this assumption is accepted

the projected figure for individu¬
ally owned demand deposits in
member banks as of June 29, 1946
becomes $10.2 billion, or a decrease
of $11.5 billion from the estimated
figure of $21.7 billion as of that
date.

It does not follow, however,
that the removal of the service

charge, even if it resulted in .a

drawing down of personally
owned demand deposits by this
amount, would cause an equal
reduction in the volume of earn¬

ing assets. This process of with¬
drawing deposits (where the de¬
posits are not being converted
into cash) creates excess reserves
in the system and these could be
used to meet a part of these with¬
drawals. If therefore, deposits
were reduced by any such figure
as $11.5 billion, the net decrease
in earning assets would need to
be only approximately $9.86 bil¬
lion (using a weighted average
reserve ratio for the system
of .16).
It is also reasonable to assume

that if banks were forced to dis¬

gorge $9.86 billion of earnings
assets for the above reasons, they
would dispose of their lowest
earning assets, viz., government
obligations.

During the first half of 1946
member banks earned an average
return of 1.45% on these invest¬
ments. Sale of the above amount
of governments would (on a six
month basis) result in a reduction
of operating income of $72,507,000.
This represents 6.1% of their total
operating income of $1,175,000,000
reported for this period.
In other words the estimated

indirect loss in income due to the
abandonment of the service charge
would be over one and one-half
times as great as the loss of in¬
come directly attributable to it.
The total estimated loss in income
for this period, both direct and
indirect would be approximately
$119,507,000 or 10.1% of the oper¬

ating income of these banks.
The effects on net profits would

be even more salutary. Net prof¬
its of member banks in the first
six months of 1946 were reported
at $429,000,000. A loss of the above
magnitude would amount to 28.0%
of these profits.
It may be concluded, therefore,

using the most conservative of
estimates, that the indirect impor¬
tance of the service charge to the
earnings of member banks is even

more important than the earnings
directly attributable to it, and
that the abandonment of service

charges would cause a loss to the
banks of more than one-quarter
of their net profits.

American-British Loan
(Continued from page 875)

on one side, always a somewhat j the policy of the export drivecomic version of the proceedings from the various perils which be-
to those who ever knew Lord I set it, and trust that the new ap-
Keynes in argument. • paratus of international finance
But while, for the time being, • which has been so laboriously

we are thus in a position to meet j brought into being since Bretton
our bills, we should be living in | Woods will soon begin to make

con?P'e^e fo*>l s paradise if we available a general flow of lend-
thought that the situation was in ing to temporarily impoverished

Ver Meulen Co. in Racine
RACINE, WIS.—Ver Meulen &

Co. has been formed with offices
at 523 Main Street to engage in.
the securities business. Officers
are John W. Ver Meulen, Presi¬
dent and Treasurer; Geneva Ver
Meulen, Secretary; and John
Wiechers, Vice-President. Mr. Ver
Meulen was formerly with the
Wisconsin Company for many
years.

Charles Draper Dies
Charles Dana Draper, partner in

the New York Stock Exchange
firm of H. N. Whitney, Goadby &
Co., and a former President of the
Association of Stock Exchange
firms, died of a heart attack at his
home at the age of 68.

Cyril Helfrich Dead
Cyril C. Helfrich, head of the

investment firm of C. C. Helfrich
& Co., Allentown, Pa., died at his 10f those in authority. For the rest,
home at the age of 46. we can only work hard, safeguard

any way satisfactory. The solid
criticism of the loan agreement
was not that the loan was too
large, but that there was danger
that it might prove too small. The
march of events since it was con¬

cluded has done much to justify
such fears. The exact figures of
our current position, our present
and probable future resources in
hard currencies, have not been
vouchsafed to us. But there can

be little doubt that, notwithstand¬
ing the loan, our dollars are going
to be very short and that we shall
need all the effort we can muster,
all the luck that we can hope for,
if we are to get into equilibrium
before our reserves have run out.

The Adverse Factors

Several adverse factors are re¬

sponsible for this position. The
rise in commodity prices dimin¬
ishes the purchasing power of our
dollars. Our external commit¬
ments are heavy. The German
position, in particular, is a running
drain on our scanty resources; we
are using our precious reserves
not merely on our own account
but on Germany's. If it had been
deliberately resolved anywhere
to take measures which would in¬
volve the maximum difficulty to
this country and confront us with
the risk, either of financial crisis
or of the curtailment of our area

of influence, the situation which
involves the continuation of un¬

certainty and unbalance in Ger¬
many could hardly have been bet¬
ter contrived.

These things are well-known.
There is, however, another danger
which perhaps is less apparent.
We make no contribution to the
solution of this problem if we sell
our exports on credit or if they
are paid for by drafts on existing
sterling balances. When the bal¬
ance of payments is adverse, only
sales against hard cash bring ad¬
vantage. To sell on credit or

against inconvertible currency for
which we have no use, or against
our own past debts, is simply to
fritter away our export drive in
ways which bring no direct ben¬
efit. We are, in effect, handing
over to others the benefits of the

loan which we ourselves need so

desperately. How far this is hap¬
pening today it is not possible to
say precisely. But it is clear from
the trade statistics that a substan¬

tial proportion of our exports is
going to countries with which our
balance of payments is favorable;
and it is by no means obvious that
all the payment is likely to be in
terms of money which is freely
convertible and that none of it is

merely the cancellation of past
debt.

Argentine Settlement Dangerous

There is no easy remedy for
this. The direction of exports to
special areas is easier to talk about
than to put into practice. It would
be reassuring to learn that effec¬
tive steps were being taken to
prevent past sterling balances be¬
ing used to pay for present ex¬
ports; the Argentinian settlement
involved a degree of open-handed-
ness with our scarce hard cur¬

rencies which, whatever may have
been the justification in this spe¬
cial instance, would be highly
dangerous if generalized. We must
hope that the imprudence of lend¬
ing or repaying past debts when
we are still in external disequi¬
librium is constantly in the minds

areas. A series of untied loans to
the countries with which we have
a favorable current account would
lend powerful aid to our position.
Beyond ail this, however, there

are further rocks to be negotiated.
We cannot hope for an indefinite
prolongation of the present vac¬
uum in the international market
for exports. Whatever the likeli¬
hood of an immediate setback, I
see no reason to expect prolonged
depression in America. Public
opinion in this country is still go
obsessed with the recollection of
what happened in the inter-war
years that it has failed to realize
that public opinion in the United
States may also be depression-
conscious. If there does occur a

setback in the United States,
whatever party is in power I
should expect massive action to be
taken to put it right. But we
cannot hope forever to have the
market to ourselves; and, if noth¬
ing has been done in the mean¬

time, there will certainly come a

day when other countries are ex¬

porting too and when the ob¬
stacles to world trade which have
accumulated in the last 20 years,
will be a limitation on our fur¬
ther expansion. If this should be
the case, then, even if we achieve
our export target for the time be¬
ing, we may find it difficult to
maintain later on.

The remedy for this, I should
have thought, was sufficiently
plain. There is no way out by at¬
tempting to create a closed blqc
against the United States. We
have neither the means to make it

acceptable nor the resources to
carry on while it is in the process
of formation. Moreover, if it were
a question of creating closed blocs,
it is not to be believed that the
United States, with her almost
limitless capacity to lend and to
subsidize, would remain quiescent;
and it is not pleasant to think of
the damage to the political equi¬
librium of the world which might
follow from such economic war¬

fare. The men who have urged
this course have given bad advice,
discreditable to their understand¬

ing and dangerous to our future
wellbeing. Surely, the clear path
of self-interest and common sense

is to go forward with the policy
which the present government has
so wisely adopted: namely, to at¬
tempt by international agreement
to secure the acceptance of an in¬
ternational code of good behavior
which, while it provides excep¬
tional escape clauses for those
who, like ourselves, are in grave
disequilibrium, provides at the
same time for a general clearance
which will make possible the
emergence of a larger volume of
world trade in the future. We
need an apparatus which will per¬
mit to distressed areas the adop¬
tion of extraordinary safeguards,
subject to rules which preclude
their adoption by countries who
do not need them. We need the
formation of a club open to all
who are willing to accept its ob¬
ligations, which will guarantee to
each of its members the enjoy¬
ment of clearances freely negoti¬
ated in return for equivalent con¬
cessions. It is a reflection of the
extent to which for the time being
we have lost our sense of propor¬
tion that such a policy should be
continually .subject to denigration
and belittlement. Far from being
a hindrance to our recovery, it is,
in fact, the main hope of our re¬
gaining once more some sort of
long-period equilibrium/

i >
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(Continued from page 862)
To bring us back to more re¬

cent developments, the bond mar¬
ket turned, down in February oflast year and completely ignored
the fact that* the stock market
kept going higher. Stocks maae
their average top. at the end of
May* 1946. It is most significant
that-at that time bonds had been
in a down trend for four months
and once again forecast the direc¬
tion of the stock market as the
September-October break of 1946
has passed along into history.•

Currently the bond market made
its low in October of 1946 and
kept steady at a slightly higher

average level throughout Novem¬
ber. It showed a decided im¬
provement in December and
closed on January 31, at* its best
prices for the month and higher
than any time since last Septem¬
ber. This behavior indicates a re¬
versal in the down trend of 1946
—the beginning of a minor up
trend which could very well be
the beginning of another major
up trend.

In our opinion it has already
progressed far enough to antici¬
pate a higher livel for security
prices during most of 1947.

Date Trend of bond market
Winter, 1802 down
Spring, 1904

up
Winter, 1905 down
Spring, 1908

UP
Summer, 1909 down
Spring, 1911

up
Fall, 1912 down
Spring, 1914 up (v;ar)
Spring, 1917 dpwn
Fall, 1918 up
Fall, 1919 down
Winter, 1921 up
Fall, 1922 down
Spring, li>2 6 down
Winter, 1929 up
Fall, 1931 down
Summer, 1933 up
Summer, 1937 down

Approximate
Trend of stock market percent

declined 40%
advanced 110
declined 47
advanced 90
declined 28
steady

declined 22
declined
declined 35
advanced 50
declined 50
advanced 50
declined 15

.advanced 90
declined 59
declined 65
advanced 150
declined 50

"Market closed because of World War I.

Digressions
From 1902 to 1928 there seemed

-to be only one digression from
the formula and that took place
in 1914. This being the year of
the outbreak of World War I, we
may consider it an honorable ex¬

ception.
With respect to the two com¬

plete failures, the first of which
took place in 1928, we must re¬
sort to specious arguing and far¬
fetched reasoning to find a proper
apology for lack of the bond mar¬

ket's prophetic ability. The back¬
ground was as perfect as it had
been before; the trend of bond
prices had been up in a steady
line from 1924 and accurately had
forecast the rising stock market
swing which followed; Reference
to the chart mentioned below, dis¬
closes that the stock market had
advanced 150% when the bond
market turned down in January
of 1928. Hence, one would have
every logical reason to assume
that (1) the bond market had
been an accurate forecaster be¬
fore, and (2) the stock market
had advanced so much, it cer¬
tainly was overdue for a reversal.
What actually happened is stock
market history.
The stock market average

which already had advanced from
85 to 220 kept on going up, on up,
through 1928 and 1929 to 380!!
How can one rationalize this per¬
formance? When your automo¬
bile exceeds the speed limit, either
a'red light or a traffic cop may
slow you down but when the man

driving the car is drunk in the
bargain—sees neither danger sig¬
nal nor traffic cop and keeps on
going faster and faster—ultimately
and inevitably he is bound to
meet his destruction!! Of course
we know that bonds were sold to
buy stocks — that money rates
were advancing because of the
stock market inflation, etc.—all of
which is no comfort for the man
who follows automatic signals. Of
course if he had the courage to
stay out of the market during
those halcyon days of 1928 and
1929 his patience was rewarded.
The second deception occurred

immediately after the first one.
The stock market had broken in
1929, in fact it had completely col¬
lapsed; then it rallied into the
spring of 1930 and thereafter re¬
sumed its downward trend. Bonds,
however, after having been in a
bear market for two years, turned
up. in December of 1929 and con¬
tinued in a fairly steady upward

* trend into the summer of 1931.
Once again, the bond market was

going in a diametrically opposite
direction from the stock market.
How can we explain this behav¬
ior? One apology could be that
the bond index in turning up¬
wards was anticipating eventual
business improvement and that
this business improvement actu¬
ally was on the way but the sud¬
den and unexpected collapse of
the European economy and fail¬
ure of a number of important
middle-European banks knocked
the underpinning from attempts
at United States industrial recov¬
ery. In September, 1931, the bond
market gave up the ghost and col*
lapsed.
Ever since 1933> the bond mar¬

ket has resumed its previous role
of security forecaster and to date,
the record is once again as good
as it was before 1928.

Favor 20% Tax Gut as

Temporary Expedient
(Continued from page 874)

ana iaxes reduced at the same

time, provided that "there be a
sufficient will to reduce the Fed¬
eral spending."

Individual income Taxes
In recommending changes in in¬

dividual income tax rates, the
Committee said:
"Various ways of granting tax

relief are possible. Our approach
is guided by the considerations
which we regard as (most impor¬tant for the economy as a whole.
"We recognize that an increase

of personal exemptions and credits
for dependents is a possible
method. But we do not approve it,because:

"1. An increase of the exemption
by $100 would reduce the revenue,at 1945 tax rates, by about $1.5 bil¬
lion, and diminish the number of
taxpayers by more than 3,000,000
persons.

"2. If the exemptions were in¬
creased by more than $100, the
yield would be so greatly reduced
as to preclude any further revision
of the wartime income tax. . .

"The income tax has become the
major source of Federal revenue.
As such, it should apply to a large
number of taxpayers. Any mate¬
rial increase of the exemptions
would narrow it to a limited class,
"We regard it as highly impor¬

tant to ease the income tax burden
throghout the range of incomes."
The Committee stressed that a

most important task, which can
and should be undertaken now is

a revision of the surtax rates* It
pointed out: v :^"w * ^.
"The present surtax bracket rate

reaches 50% at $18,000.. Of the
next dollar the individual earns;the Treasury gets more than half.
The bracket rates reach 68% at
$44,000. Of the next dollar an in¬
dividual earns, the Treasury gets
more than two-thirds and the
earner keeps one-third. The
bracket rates reach nearly 77%
at $70,000. Of the next dollar the
individual earns, the Treasury gets
more than three-fourths, and the
earner keeps less than one-fourth.
"Taxation of this magnitude has

definitely repressive effects upon
incentives."

Recommended Tax Structure
The Committee recommended a

tax structure which provides: (1)A top rate of 50% on taxable in¬
come of $100,000 and above; (2)A scale of rates on incomes below
that figure adjusted to budget re¬
quirements. The Committee said:
"We propose to adjust the initial

rate of this scale to the revenue
need. Thus the smaller incomes
would be in the forefront to bene¬
fit from expenditure reductions."
The Committee said that "as a

temporary expedient, to the extent
that the 1947-48 budget will
permit," a percentage reduction in
income taxes might be made—
"with the understanding that it
would be supplanted by the tax
rate adjustments made in a gen¬
eral tax revision."

Assuming that Federal spendingin 1947-48- could be kept at or
under $32 billion, the Committee
indicated, as one possible pattern
for tax and debt reduction:

1. The existing tax law (if na¬
tional income stays at $165 billion)
would bring in $37.7 billion. If
the scheduled reduction of excise
taxes is suspended, the receipts
will be $38.9 billion.

2. Hence, there will be a surplus
of 5.7 billion—or, if the present
excises are retained, of $6.9 billion.

3. A 20% reduction of indivi¬
dual income taxes would diminish
revenues by about $3.3 billion.
4. Thus, there would be avail¬

able for debt repayment a surplus
ranging from $2.4 billion to $3.6
billion.

Concerning corporation taxes,
the Committee said:

Corporate Income Taxes
"The present tax rate on cor¬

poration income is far above any
rate imposed prior to the second
World War. This is equally true,
of course, of the taxes on indivi¬
dual incomes. We believe that
there is good reason for seeking
lower taxes on both corporate and
individual incomes. However, with
the budget at a high level, it is not
possible to proceed simultaneously
with a downward revision of both
corporate and individual income
taxes. Our reasons for giving the
individual income tax the prece¬
dence have been given.
"We are convinced, however,

that after there has been reason¬
able and substantial tax relief
provided for' individuals, similar
treatment should be accorded to
the corporate taxpayers. This is
particularly important in the case
of new corporations, and of rapid¬
ly growing companies."
On the reduction of excise tax

rates, originally scheduled to be¬
come effective next July 1, the
Committee advised caution— or
"such additions and amendments
to the excise system as would at
least cover the loss occasioned by
the rate reductions." The Commi-
tee explained:
"Excises afford greater revenue

stability than do the income taxes.
There must be some such offset to
the drop in income tax receipts
which is certain to occur with any
slackening of business activity.
"Without setting a precise quota,

we believe that the excises should
produce a revenue yield of the
general magnitude of one-quarter
of the total tax revenues."

Members of the Committee on

Mf, Magfll,'are; Waiter A. Cooper,certified public accountant and
member of the U. S, Treasury's
advisory committee on corporate
income taxes; Fred R. Fairchild,Knox Professor of Economics,Yale University; Rowland R.
Hughes, comptroller of the Nation¬
al City Bank of New York; andThomas N. Tarleau, member of
New York Bar and former Tax

Legislative Counsel: of the U. S.
Treasury.

< "
The background work in pre¬

paring the Committee report wasdone^ by a research staff under di¬
rection of Dr. Harley L. Lutz,Professor of Public Finance,Princeton University, who served
as director of research on the pro¬
ject; and Alfred;Parker who: was
associate director

Problems of Distribution in 1947
(Continued from page 867) 1 Y?

dollar, but allowing for this, in-|we shall . have little unemploy-creases of 126% are out of line. ment, large production, large re-The only problem of merchan¬
disers during the War years and
during 1946 was the problem of
getting goods. During the year
1945, Sears, Roebuck & Co. re¬
turned to its catalog customers
$115,000,000 in cash, and in 1946
$250,000,000 in cash, for orders
that we could not fill. In the
catalog business, we have an exact
record, but the figures quoted, donot include the business we lost
in our 600 retail stores, because
we have no record in these stores.
Supply is now beginning to catch
up with demand, and by the endof 1947 I believe that supplies will
be adequate in most lines.
The War has brought largeshifts in population—it has also

brought many shifts in consumer
buying. The shortage of labor and
high wages have tended to me¬
chanize the farm, the factory, the
home and the kitchen on a scale
hitherto unknown. Millions of city
boys, serving in camps all over the
country during their army days,have acquired a taste for travel,for outdoor sports. The recreation
business (speaking in the broad
sense) has a great future.
As an example of trends, take

washing machines. Relatively few
were sold in Southern cities prior
to the war—the Southern woman,in both city and country, depended
,on colored women whose charges
for laundry were very low. Since
the War, this source of help has
disappeared, the charges have
sky-rocketed and there is a frantic
demand for washing machines
from householders in every city of
the South.

Effect of Population Growth
In the various business analysis

that I have read, I do not believe
enough stress has been laid on the
factor of population growth and
its very great effect on business.
In the period, 1930 to 1940, the

population of the United States
increased at the slowest rate, per¬
centagewise, in the entire history
of the nation, and showed the
slowest absolute increase in 50
years. In the six years, 1940 to
1946, the population growth was
greater than in the whole period
1930 to 1940, and in the year 1946,
we had the largest population
growth in our history, an increase
of 2,000,000 people. If our present
birth rate continues at anything
like the present rate, our popula¬
tion growth between 1940 and 1950
will amount to from 15,000,000 to
17,000,000 people. Picture what
this means in terms of food, cloth¬
ing and housing. Such an increase
means that by 1950 our so-called
farm problem will largely cease to
exist, that instead of over-produc¬
tion, we will have to increase our

factories, our machines and facili¬
ties of every kind.
To my mind, the greatest of the

many fallacies enunciated in the
1930's by the New Deal was—that
this country is a finished country,
that there were no longer any
frontiers—any new opportunities.
This is still a young country,
everywhere there are opportuni¬
ties. To. take care of this immense
expanding population, to provide
the tools for a high standard of
living for our workers, will re¬
quire immense amounts of capital
for the next ten years, which must
come from the savings of the peo¬
ple, and the reinvested profits of
business. If our system of free

tail sales for a number of years.And> all need right now. is a':
half--way efficent government; and;
some: degree of co*operation; be-K
tweeh labor and capital—I believe^both will come./

Importance of Reinvested Capital
If the masses of this country,

really understood the functioning?of the free enterprise system, they;would regard profits as desirable v
and not as immoral. The larger!
part of the tools and equipment!needed to provide a better standard!of living must come from rein*/
vested capital. On the other hand,! <business men must learn that too*
large a part of profits must not go.into dividends, but must be rein¬
vested in the building up of their
business and their country. English
capital made this mistake and the •
results show in the general ob¬
solescence of British1 industry$While profits are essential to the*
existence of a business, a corpora¬tion or an individiual must look
after the welfare of employes and'
the welfare of the community inwhich his business is located. A
corporation must make1 profits,but it must also be a good em¬
ployer and a good citizen.
It was my privilege during theWar to take five different foreign

trips, two. of them: completecircuits of the globe, altogether'
200,000 miles by air. I visited each :
one of the five continents, and -
every theatre of War.
On my return from each trip I

was filled with renewed confi¬
dence in my own country. Nohere
in the world is there anything like
our Mississippi Valley and Great
Lakes Region, with over 1,000,000
square miles of good soil, tem¬
perate climate and ample rainfall,with amplemineral resources, in¬habited by an intelligent people,with standards of living and
education far above that of anyother people in the world.
Australia has almost exactly the

same area as the continental
United States, approximately 3,-000,000 square miles* One-third of
that area has less than 10 inches
of rainfall, another third, has 10
to 20 inches of rainfall, about the
same as our so-called dust bowl. <
The other third? has the ; normal
rainfall of the Temperate Zone but
very little good soil. That country *
now has 7,000,000 to 8,000,000 peo- *
pie; the best authorities* doubt
whether it can ever support over
25,000,000 people.
I compared foreign factories : .

with onr own and saw how su¬
perior our machines, workmen and
management, our know-how, were *
to theirs. The truth is, that no ;.::other nation in the world except/
Germany understood mass produc- '
tion and mass distribution, and 4
Germany had a mere fraction of%
our resources. The productivity of /American industry really won ■
World War II.
God has given us the most /wonderful country in the world./;I have an abiding faith in the fu¬

ture of this country I cannot un- •;
derstand how any man of intelli- V
gence can fail to have this faith. /We may have our ups and downs,
we can see many uncertain times
ahead of us, but if we renew our /
faith; dcr our4part; in the building rof this great country, and in mak¬
ing" it1 a; bbtter:^country; we will;: /
see it go to further heights, and
we wilT ewarded materially 'Postwar Tax Policy, in addition to enterprise is permitted to function, and spiritually.

-- ± •
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(Continued from page 869)
put it very crudely, part of that
investment will be financed not
out of savings but out of new
purchasing power. Thus, the total
demand might increase if "in¬
vestment exceeds savings." Wick-
sell stressed very emphatically
what Keynes later on discovered,
that decisions to save are made
by quite different people from
those who make the decisions to

invest, and therefore there is no
obvious reason why they should
happen to decide to invest and
save the same amounts.
.. It i3 true that we have a rate
of interest, but it was easy to
show that the rate of interest can¬
not. be relied upon to equalize
savings and investments.^ And so
Wicksell came to concentrate on

this question of what happens
when savings differ from invest¬
ments.

To explain that, one needs, of
course, an account of a time-using
process, and Wicksell therefore
developed his now well-known
"cumulative process of inflation."
His pupil, Professor Lindahl, com¬
pleted and revised Wicksell's work
and directed attention to the

changes in the demand for con¬

sumer goods which, to a certain
extent, dropped out of the focus
of attention in Wicksell's analysis.
Lindahl analyzed already before
the depression the effects of vari¬
ous kinds of economic policies on
the aggregate demand and thereby
on consumers' purchases, and in¬
directly on investment.
Then, in 1931, the Swedish Un¬

employment Commission asked a
number of economists to write re¬

ports on what would happen if
different kinds of economic policy
were used against unemployment.
These reports were published in
the years from 1933 to 1935.

Method of Analysis
In dealing with these problems

we soon found that there were

certain theoretical problems that
had to be cleared up. Obviously
you can expand output and in¬
vestment in a depression even

though savings are very small.
Well, how can you invest more if
savings are small? Where do the

savings come from? What is meant
by saying that investment exceeds
savings? After all* yout cannot get
capital goods^ out of nothing: You
cannot make machines with bank¬
notes. Where do the savings come
from?

The solution of this problem
was found through an analysis of
the Wicksellian cumulative proc¬
ess where one used Professor
Myrdal's convenient distinction
between forward - looking and
backward - looking, between an

analysis ex ante— looking for¬
ward — and ex-post — looking
backward—when you are looking
towards a period that is going to
begin in the future or is lust be¬
ginning, and when you look back
upon a period that is finished.
It was soon found that it was

necessary to use a period analysis,
because to explain a cumulative
process you have first to register
the% events; you can date the
events conveniently by saying this
happened in that period and that
happened in another period. So
you have to have some kind of

bookkeeping. You must keep track
of the sequence of events if you
are to explain them. You also
have to consider the time lags be¬
tween certain reactions. At the
end of a certain period, you can
see what has happened during
that period; you can summarize
it; you oan close the accounts, so
to *speak; you can see what the
incomes have been, what invest¬
ments have been made, what the
volume of saving has been.

Analyzing Expectations! and Plans

But that,' of course, is no ex¬
planation. An explanation must-
run in terms of factors that gov¬
ern actions; and actions all refer
to the future. Therefore,.on$ jpust

analyze expectations and plans
for the future, which are the basis
of action.
These expectations and plans

are to some extent based on ex¬

perience of what has happened
during earlier periods, but as a
rule, they do not seem to be re¬
lated to experience in a mechani¬
cal way. There are, it is true, con¬
tracts, and there is the supply of
productive resources — factories,
machinery, etc.—that is brought
over from the earlier periods. To
that extent there are more formal
connections, but there are also
psychological connections of a
different type. For instance, why
do people plan to increase their
purchases of consumer goods in
one period over and above what
they bought in the earlier period?
Possibly because they expect
larger incomes. Why do they plan
to increase investment? Well,
usually because they judge fu¬
ture profit chances more optimis¬
tically than formerly.
Evidently in this forward-look¬

ing analysis, we have the same
total categories and concepts as
in a backward-looking analysis.
We have realized incomes and ex¬

pected incomes. We have planned
investment, planned savings and
so on, just as we have realized
income and realized savings in
the backward-looking analysis.
It seems inevitable that a com¬

bination of the ex post and the
ex ante analysis is necessary. We
have to register the events dur¬
ing a certain period and then
compare what has happened dur¬
ing that period with what people
expected should happen during
that period and then to study how
the new expectations and plans
are formed on the basis of this

experience of the earlier discrep¬
ancies and on the basis of outside
events.

Savings, Investment and Income

I shall not take time here to

go into somewhat subtle questions
of definitions of the basic con¬

cepts. Let me say only one thing,
that when we look backward as

to what has happened during a

period, it seems most practical to
define income in such a way that
the volume of savings is equal to
the volume of investment. I think
this is a matter of convenience.

Many people have preferred an¬
other definition, but to me one

consideration always seems de¬
cisive. If I ask about a period that
is finished, where did all the new
real capital, the new buildings,
machines, etc., come from that
have been created, it seems to
me natural to say: they have all
been produced, and as they have
been produced they have been
part of income; they have not
been consumed, because they are
still there. So they correspond to
a part of income which has been
saved.

Therefore the most natural

thing is to define these concepts
so that when you look backwards,
savings agree with investment.
On the other hand, planned sav¬

ings and planned investment need
not, of course, be equal. If all
people just together plan to buy
more goods than people plan to
sell, then the plans cannot be
realized. For a purchase is also a

sale. Behind this whole intricate
discussion of planned savings and
planned investment, and so on,
seems to lie this simple thing.
When the sum of all planned pur¬

chases differs from the sum of all

planned sales, then you have this
kind of discrepancy which has
been more commonly expressed
by saying that planned savings
differ from planned investments.
After this brief indication of the

character of the theoretical rea¬

soning, let us return to the ques¬

tion: Where does the capital come

in % period of recovery?

Planned Savings and Investment
Let us assume that investment

is stepped up but that nobody
plans to increase savings—so far.
What will happen? Well, the to¬
tal sales will rise; more goods will
be produced; wage earnings will
rise also, even though wage rates
may be assumed to be constant,
to begin with. Wage earners will
save more money or will consume
less of their earlier savings. So
long as they are unemployed they
often live on credit or consume

earlier savings; that is a negative
item in the current savings ac¬

count.

Evidently, the aggregate savings
of wage earners will be increased.
Furthermore, producers making
unexpectedly large profits will
save more than they had expected
to save. At the end of a certain

period, one will find that income
has exceeded expected income and
that savings have exceeded
planned savings. But this is not
the only force that — in a case
where planned investment exceeds
planned savings—makes for agree¬
ment between savings and invest¬
ment, because one will often find
that the total volume of new in¬
vestment will have fallen short
of what people planned. Commod¬
ity stocks will have been reduced,
and this is an unintentional dis¬
investment, a negative investment
through the reduction of commod¬
ity stocks. So even though people
may have built the houses and the
machinery and so on that they
planned to build, yet the total ad¬
dition to real capital will be found
to have been smaller than people
expected. The agreement between
realized investment and realized

savings has been brought about in
that way too.

Many people may feel that all
this talk—in quantitatively pre¬
cise terms—of planned savings,
and planned investment and so on
is rather artificial. That may be
so, but may I ask you to consider,
for instance, the Marshallian sup¬

ply and demand curves. I suppose
all of us have been brought up
on that analysis, and few of us
could do without it in economic

analysis. But have you stopped to
think that the Marshallian de¬
mand curves assume that we know

precisely how much butter we
would buy if the price were so

high or so high or so high. If we
asked ourselves how much we

would buy, we probably would
not say it. But we have to assume
a certain quantitative precision in
these alternative consumers' re¬

actions. I do not think that the

violence towards reality that is
done, neither in that case nor in
the case I have mentioned before,
is doing much harm.

Processes of Expansion
and Contraction

What we are driving at in this
analysis of processes of expansion
and contraction is really rather
simple. Let us put it this way:
If total purchases are increased
from one period to another, then
an expansion is caused. The vol¬
ume of goods sold goes up, or
prices, or both. Now, purchases
are either made for consumption
or for investment. What makes
consumers' demand rise? Either a

decision to save less or an expec¬
tation of higher incomes. If peo¬
ple expect higher incomes they
may buy more consumer goods,
even though they do not decide
to save less.

Obviously, if a fall in invest¬
ment demand, which depends on

profit expectations, does not off¬
set the rise in the demand for

consumption, then there will be an

increase in the aggregate demand.
Similarly, if a decision to save

less and consume more is not off¬
set by a decision to invest less,
then there is an increase in the

aggregate demand. One can call
it that planned investment ex-

also express it in the way I have
just done, which is perhaps more
straightforward.
When you talk about planned

saving and planned investment,
you are apt to leave out of account
the possibility that people may
expect higher incomes and there¬
fore may buy more goods for con¬
sumption, even if they do not de¬
cide to save less. If so, there will
be a process of expansion, even
if planned saving equals planned
investment—which is quite pos¬
sible. You may ask: Why should
people expect higher incomes in
a certain period than they have
during the earlier period. Many
causes are possible." The most ob¬
vious is that wage rates may have
been increased on Jan. i, and
therefore people expect higher in¬
comes during the following months
ana may start buying more al¬
ready in the first week of Janu¬
ary. Or business men, who close
their accounts, may have found
that they made more money in
December or in the last quarter of
the year than they expected, and
as business is rising they may also
expect that they will make still
larger profits in the coming year
and may feel that they can afford
to buy fur coats for their wives,
or something of that sort, without
any reduction of their savings.

So it is not at all an unrealistic

assumption that people expect
higher incomes and therefore buy
more, even though they do not
plan to save less. As I said, this is
all rather simple, at least to minds
that have not been misled by too
much study of monetary theory.
I have had several discussions

about these problems with work¬
ers' educational groups in Sweden,
and I have found that all this
seems relatively simple to them.
To the students in the College of
Business, it seems a much more

complicated thing.

Variation of Consumption
and Investment

The essence of the matter is this:
how do consumption purchases
and investment purchases vary
from one period to another? In
order to explain that, you must
study plans and expectations and
their relations to what has actu¬

ally happened in the earlier pe¬
riod.

I mentioned that in order to be
able to describe and explain an

investment, it is necessary to take
into account the speed of the re¬

actions, because the reactions
often go in different directions,
and the outcome depends on what
happens first. Let us assume, for
instance, that the house rents will
be increased 10%—something I
am told might conceivably happen
in this country. Now, how quickly
will house owners increase their

purchases if rents are increased?
And how quickly will the people
who pay the higher rents reduce
their purchases of consumption
goods? Secondly, to what extent
will the latter people reduce their
savings, and to what extent will
the house owners increase their

savings?
I think that the effect on the

total price level will depend on
this relative rise and speed of the
reactions. If house owners are

very quick to step up their de¬
mands while other people are re¬
luctant to reduce their purchases,
the outcome may be that other
commodities may go up in price
so that the average price level
has been increased, not only be¬
cause rents have become higher,
but also because other goods have
gone up. But if house owners are
slow in their reactions while
other consumers quickly reduce
their demand, then the outcome
will be a tendency towards a fall
in the prices of other goods, which
may, to some extent, offset the
increase in the house rents.

Let us take another case. If the
wheat crop promises to be large,
the price of wheat may fall, even
before the crop comes on the mar¬
kets. Prices may fall so much that

lower incomes and

reduce their purchases. It may be
that the price of wheat flour and
bread has not been reduced as

yet. Sometimes the bakers are not
so quick in reducing the prices of
bread that the consumers get the
benefit of that at once. So it may
be that there will for some time
be no increase in the purchases
of consumers' goods at large, but
there will be a reduction in de¬
mand of purchases by the farmers.

Strength of Reactions

It all comes to this: When do
the different reactions come, and
which is the strongest one?
If industries producing farm

machinery feel a certain drop in
the demand for farm machinery/
they may reduce their demand
for investment, and therefore in¬
vestment demand may decline and
cause some unemployment.
What will be the effect of an

increase in savings in a balanced
economic situation, for instance,
of a decision to put more money
in the banks? Well, the orthodox
theory had it this way: The rate
of interest will fall, and invest¬
ment will grow. More recently,
most economists have felt that if
planned savings grow, which
means that a decline takes place
in the demand for consumers'

goods, then — other things being
equal—losses will be caused; busi¬
ness men will sell less consumers*

goods and have more goods on
their shelves; they will therefore
need more credit to finance their

business; and will go to the banks
and get just as much new credit
as corresponds to the money ordi¬
nary people have put into the
banks. There will be no increase
of cash in the banks; there will
be little or no reason for changing
the interest rates or the current

policy on the part of the banks_
So the net effect will be a ten¬
dency towards a depression or a
recession and the volume of in¬
vestment will fall.

Speed of Reactions

However, I do not think that
either of these two explanations
can be generally correct. As a
matter of fact, I think everything
depends on the speed of the re¬
actions. If the rate of interest
should fall at once, then invest¬
ments may rise, and if people who
save money put it in savings ac¬
counts, and if the businessmen
who borrow from the banks draw-
on their cheque accounts, it is
quite possible that the monetary
authorities, watching the develop¬
ment in the banks, will draw such
conclusion that the rates of in¬
terest are lowered. If that is so,
then there may be a rise in in¬
vestment, and that may compen¬
sate for the decline in consumers"
demand. Or bankers, even without
any change in the rate of interest,
seeing that the deposits in savings
accounts grow, may feel that they
are in a position to lend more

money for certain investment pro¬
jects, where they earlier have
been rather reluctant to do so~

That will bring about an increase
in investment.

If that is so, there need be no

fall in the aggregate demand. I
must add, however, that on the
whole I think that the more re¬

cent explanation will in most
cases be the most correct one. I
do not think that as a rule there
will be any sufficiently quick in¬
crease in the credit granted. But
there might be, and therefore no

general explanation here is quite
correct.

In economic discussions one iff
often tempted to quote from a dis¬
cussion of the Ecbnomic Club in
London. Someone was making
rather bold and brief and deter¬
mined statements, and old Alfred'
Marshall got somewhat impatient
with the speaker, who was so cer¬
tain about everything. After a
more than usually emphatic and
annoying remark, Marshall called
out from one of the benches, "All
ew+

wrong," But
then there was another man, also
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in the audience, who said, "Is that
one?"

Effect of Interest Rates
What I just said about savings

brings me into the question of the
irate of interest. The basic as¬

sumption that we used for an

analysis of unused resources in
Sweden in the '30s was a simple
one, namely, that the rate of in¬
terest can be arbitrarily fixed by
the monetary authorities. I think
that, given certain conditions with
rregard to the foreign exchange
position, that is, on the whole, a
•correct assumption

Why can tne monetary authori¬
ties fix the rate of interest at will?
."Because interest rates depend on
the supply of and demand for
•credit, and the monetary authori¬
ties can increase or reduce the

supply of credit. (They may also
influence demand, but that is less
certain.) A change in savings does
mot lead directly to a change in
the supply of credit. Does this
mnean that the rate of interest has
mo relation to the volume of sav¬

ings? Of course not, but the con-
mection between the rate of inter¬
est and the willingness to save is
;an indirect one.

Let us assume a stable economic
.^situation with certain income ex¬

pectations and certain plans to
•consume and save. Then the ex¬

isting rate of interest, given cer¬
tain profit expectations, will de¬
termine the volume of planned
investment. If the rate of interest
•~!S considerably reduced, then in¬
vestment purchases will grow,
production will expand or prices
*will rise or commodity stocks will
Ibe reduced, or two or three of
these things will happen. Incomes
will be increased above expected
incomes, savings will exceed plan¬
ned savings, and investments will
•differ from planned investments
in such a way that realized sav¬

ings and investments are made
•equal. Obviously, other things
toeing equal, it is the height of the
:rate of interest that governs the
•economic development, because it
influences the volume of invest¬
ment and thereby the aggregate
•demand.

If a certain economic develop¬
ment is called "normal"—for in¬

stance, if we call a stable retail
vpriee level normal—then there is
:a certain rate of interest or level
•of interest rates or perhaps sev¬
eral combinations of interest rates
-—or possibly none — that corre¬

spond to this normal economic de¬

velopment. If we had higher in-
tterest levels, you would get less
investment, and you would get a

tendency towards recession. If you
linad a much lower interest level,
.you would get a tendency towards
^expansion.

But if people increased their
^willingness to save, then a greater
volume of investment and a lower
irate of interest is compatible with
the normal economic development,
lor instance, a stable price level.
On the other hand, if people re¬
duced their willingness to save,,a
lower volume of investment would
be compatible with ■ this normal
•economic development.
Thus, the central idea in ortho¬

dox theory, that savings and in¬
vestment govern interest rates,
seems to me to be essentially true.
But the connection between in¬
terest rates and savings and in¬
vestment is not that of a market
where you have two Marshallian
vurves of savings and investment.
There is no market for savings;
there is only a market for credit,
or several markets for credit. The
connection between savings and
investment on the one hand and
the rate of interest on the other
hand is an indirect one and goes
via the influence of the rate of
interest on the volume of invest¬
ment.

I shall come back to this ques¬
tion again at my next talk, b?cauce
this is one point that I feel has
been oversimplified by the
Keynesian theory.
It is of course very arbitrary to

call any special economic develop¬

ment normal, and therefore it is
always arbitrary what rate of in¬
terest you call normal. You do not

get any specific "equilibrium rate1
of interest." You get nothing more1
equilibrium-like than you have in
the whole economic development!
If one looks upon this theoret¬

ical reasoning as an amplification
of the business cycle theory in the
1920's, I cannot find that it is in
any way revolutionary or startling.
It puts in more precise terms, per¬
haps, a commonsense view about
investment going up in a recovery,
that the interest rates depend on

savings and investment, and so on.
That the volume of investment

activity has a central role in busi¬
ness fluctuations has been stressed
in practically every study of busi¬
ness cycles. That you can improve
business conditions through pub¬
lic works, etc., has also long been
common r knowledge. The only j
thing that is done with this Swed- |
ish theory is to put it in more

precise terms. Yet, I think, I have
to say that it is the opinion among
the Swedish economists that this

theory — published in 1933-35 —

covers about the same field as

Keynes' general theory, which has
been regarded in many quarters
as being quite revolutionary. I
shall come back to this discrep¬
ancy in my next lecture.

Supply of Money Factors

There is, however, a consider¬
able difference between this
Swedish approach—which, by the
way, is in many ways similar to
the one used already in the 1920's
by Hawtry and D. H. Robertson—
and orthodox "theory," i.e., the old
quantity theory of money. I think
one can distinguish between the
two approaches to monetary the¬
ory. You can study the move¬

ments of the money units. How
fast do the money units move?
What is their velocity? What hap¬
pens to the quantity of money?
What is the construction of the

banking system which affects the
velocity of money, and so on? That
is the one method where you

'hang yourself onto the money
units" and follow them and see

what happens. That is the quan¬

tity theory approach.
The other method starts with

the observation that everything
depends on the actions of individ¬
uals, business men and consumers.
Do their income and profit ex¬

pectations change? Do they decide
to vary their purchases lor con¬

sumption and investment? What
is the time lag between this and
that event? The speed of the psy¬

chological reactions has very little
connection with any speed in the
movement of the money units.
Changes in the quantity and ve¬

locity of monev, therefore, are

relatively uninteresting for a

study of the processes of expan¬
sion or contraction, except in one

respect, namely, with regard to
their influence on the rate of in¬
terest and the willingness of the
banks to lend.
I think one could concentrate

most of what is important in the
study of the banking mechanism
on that very question—How is the
rate of interest and credit policy
affected? Otherwise, it plays only
a small role in most situations,
whether people have more or less
money.

The economic history of the last
two decades gives numerous ex¬

amples of countries where the
quantity of money has been much
increased. It does not seem to have
had any other influence than that
it has gone together with a certain

drop in the rate of interest—and
that is important, of course, if
that has happened. One can find
other periods of, say, three to four
years, when the quantity of money
has been increased by 50% and
you have not had even a fall in
the long-term rate of interest.
Whether people have a little more
or less cash or more money in
check accounts and less in savings
accounts—or vice versa—does not
as a rule much affect their deci¬

sions as to consumption and in¬

vestment. For instance, if the
State, to finance a certain ex¬

penditure, should borrow from the
central bank instead of from the
money market, this will influence
the quantity of money in circula¬
tion. But unless it changes rates
of interest and credit conditions, it
will not, I think, as a rule affect
the volume of purchases. These
purchases depend chiefly on in¬
come expectations and profit ex¬

pectations, and the public does not
vary its opinion in these respects
because there is a change in the
quantity of money.

It is true that purchases depend
on the willingness to buy and the
ability to buy. Unless you can get
credit, you have to have cash.
Cash and credit conditions, there¬
fore, set a limit for purchases for
any one individual during a cer¬
tain period; but inside those limits
fixed by cash and credit condi¬
tions, how much you buy depends
on your willingness to buy which
is governed by your income ex¬

pectations, etc. It will be found, I
think, that in most cases it is the
willingness to buy that is the de¬
cisive factor, because few people
buy to the very limit of what they
could buy. The important thing
is how they vary their purchases
within the limits of what they
could buy, and that has nothing
or very little to do with the quan¬

tity of money.
It is not, hence, the speed with

which the money transfers are
made from one person to another,
increasing the cash of the latter,
but rather the speed of the psycho¬
logical reactions with regard to
income and profit expectations
that is the governing factor.

Wage Changes and Employment
I turn now to another subject.

It would carry me too far if I
were to attempt to present an

analysis of the relation between
wage changes and the volume of
employment as developed in the
Swedish studies in the early '30s.
But the central idea is quite
simple.
The volume of employment is

equal to the sums paid out in
wages divided by the average

earnings per worker. That is a

truism. If you want to increase
employment you must either in¬
crease the demand for labor in
terms of money or reduce wage
rates, or both. Changes in these
two factors are not independent
of one another. An increase in
the total demand for goods and
services — and therefore, indi¬
rectly, for labor—will, as a rule,
increase employment; for it is un¬

likely that it will cause a propor¬
tional or more than proportional
rise in wage rates. Similarly with
wage reductions. They will al¬
most always affect the total sums
spent for purchases of goods and
services, which are indirectly de¬
mand for labor.

Wages in the Economic System

Wages enter both as costs and as
incomes in the economic system.
Through a wage reduction, say, by
$100,000,000, you reduce costs by
$100,000,000. But you reduce
workers' demand perhaps by
$100,000,000. (Let us, to begin
with, disregard savings.) Then
—if prices follow costs—people
will be able to buy the same

quantity of goods and there will
be no change in employment.
Much depends, of course, on

how wage changes affect savings
on the one hand and profit ex¬

pectations on the other hand. If
a decline in wages should lead to
a rise investment, that is not much
smaller than the fall in consum¬

ers' demand, then employment
will probably rise also. For prices
will almost certainly fall some¬

what. It is impossible, however,
to generalize. The reaction of in¬
vestment will depend on the spe¬
cial conditions which exist when
the wage alteration is made. If
people are made to expect that
prices will fall and fall further,
the wage reduction may lead to a
fall in investment. But if people
feel that now costs have gone

down to the rock bottom and will
not go further, then the cost re¬
duction:will probably lead to an
increase in investment. If aggre¬
gate demand is maintained—per¬
haps with the aid of public policy
—then a reduction in wage rates
will lead to an increase in em¬

ployment.
As investment demand is obvi¬

ously important, one has to pay
special attention to the relation
between wage rates in the invest¬
ment trades—for instance, in con¬
struction—and wages in the con¬
sumers' good industries. Other
things being equal, a relative
cheapening of labor or other cost
reductions in the investment in¬
dustries will tend to revive in¬
vestment, If house rents go down,
people can afford larger dwell¬
ings. So it is much more likely
that a wage reduction in the in¬
vestment trade will increase em¬

ployment than wage reduction in
the consumers' goods industries
will increase employment. A rel¬
ative change in these wage rates
has an influence on investment
similar to a change in the rate
of interest.

Perhaps the most reliable way
of increasing employment in a

depression will seem to be to ex¬

pand the aggregate demand with¬
out increasing the price of labor.
For then more of it can find em¬

ployment. Thus government ex¬

penditure, financed by borrowing,
in a way which does not reduce
private borrowing and invest¬
ment, is an important part in any
anti-depression policy.
Another way is to create con¬

ditions favorable for a revival in
private investment. A feeling
among employers that the general
wage level will not fall can have
this effect.

E. g., a relative decline in wage
rates in construction industries—
which rates may have risen during
the boom period—down to a level
where one can feel that a further
reduction will not occur may be
important. Tax exemptions for
new investments that are made

during, the depression may be
helpful. I shall relurn to such
questions in my fourth lecture.

Influence of International Trade

So far I have said nothing about
the influence of international
trade. It is fairly obvious that an
increase in the foreign demand
for goods in a certain country in¬
fluences the economy of that
country in a similar way as an in¬
crease in the domestic invest¬
ment. For the rise in gross in¬
comes leads to larger domestic
purchases. A tendency for ex¬

pansion is caused which exhausts
its effects, when a corresponding
sum has been used to buy foreign
goods or has been saved.
For the period of time before

imports have been increased at
all, the whole increase in exports
is a new investment abroad.

However, if bilateral trade agree¬
ments are made, where exports
and imports are increased at the
same time above a formerly re¬
stricted volume, then there is rlo
new investment abroad. Then
the effect on the domestic econ¬

omy will be similar to what it is
when consumption demand at
home is increased and production
rises at the same time, leaving
savings and investment un¬
changed. Changes in wage rates
and other cost items, as well as
in efficiency, can of course, in¬
fluence the volume of imports
and exports and thereby the total
development of output and em¬

ployment in the way indicated.
:js #

So far I have discussed exclu¬

sively the first of the two ques¬

tions, namely, the relation be¬
tween changes in the volume of
aggregate demand in terms of
money, on the one hand, and the
changes in the volume of employ¬
ment at a certain wage level, on

the other hand. But this is really

only half the story. I have to be
very brief about the second part.
I think it is less controversial and
therefore can be dealt with briefly, V
The average number of unem¬

ployed persons in a certain period
is governed by the number of
workers dismissed or who end
their jobs of their own will, plus
the number of new persons enter¬
ing the labor market—i. e., all
those who look for jobs-—multi¬
plied by the average period of
waiting before they find a new*
job. It is obvious, therefore, that; '
other things being equal, an im-f"
proved organization of the labor
market, for instance, through a
more effective labor exchange
system, as well as increased mo- $
bility of labor between places and - v-

occupations, can reduce unem-r
ployment. But this mobility oJT
labor, which is useful, has to be
distinguished front <theU
movements of workers who leave
a job for the sake of change only.
If wages are not adapted to the

quality of labor, but if a full wage
is requested for laborers who
represent a lower quality of work;
then this kind of labor may be
unemployed permanently, or i*
will only find jobs during very

good business conditions.
I think all this is obvious. This

could be said in the twenties also
of another kind of employment
which, however, in recent years*
has not so often been studied. I
am thinking about the influence
of a monopolistic wage and price
policy under conditions of incom¬
plete mobility of labor. If the
size and direction of demand for

goods and services is fixed int.
terms of money, then only a cer¬
tain quantity of a certain produc- ,

live factor—for instance, labor —-

will be demanded at a certain

price. The higher the price of
that factor, the smaller the em¬

ployment of it. If the wages of a
certain quality of labor are sub¬
stantially raised, then its employ¬
ment will fall, both because there
will be a tendency to use rela¬
tively less of that labor and more
of other factors, and because the
fall in total output will tend to
reduce demand for all productive
factors.

However, if other conditions
making for an expansion of de¬
mand are at work at the same

time, it is possible that the vol¬
ume of aggregate demand will not
fall. Nevertheless, there remains
the effect, that the relative in¬
crease in the price of that labor
quality makes it less demanded.
Snould workers move easily from
the high wage industries where
wages have been raised, to other
occupations, and the wage level,
there be somewhat reduced, then
an increase in unemployment can
be avoided or only a very brief
increase in unemployment occur.
But if the number of workers-

seeking employment in the high
wage industries, where wages
have gone up, does not fall suf-
ficiently, and if the wage levels >

elsewhere are not flexible, then:
unemployment will be created by
the original rise in wages.

It is true, of course, that an -,
economic expansion caused by *.
quite different conditions may at; .*

the same time prevent this from 4 J
happening. But the above-men- }
tioned tendency toward a fall int! .

employment will nevertheless be •

there. Should a rise take place in
the wage level in capital goods m-
dustries, it may have a detrimen- ;'
tal influence on the volume ofJ
investment, as I have already ;
mentioned.

In other cases, wage increases^
may make new investment profit-*,,,,
able and may therefore lead tor-
increased employment. But be.—
sides these tendencies, which cause::
changes in aggregate demand,^
there is always a tendency toward ::
a smaller demand for a facto*

that has been made relatively ex¬

pensive to use. So the monopolis¬
tic trade union policy will in,;|,,

(Continued on page 902)
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Swedish Theory of
Unused Resources
; (Continued from page 901)
itself have a tendency to reduce
employment for those types and
qualities of labor.

Effect of Monopolistic
Price Policy

A similar effect on employment
may of course be called forth by
a monopolistic price policy in cer¬
tain branches. It will reduce de¬
mand for the productive factors
used on those lines and will set
up the same need for an adapta¬
tion, as I mentioned, if unemploy¬
ment is to be avoided. There is,
however, one difference: As the
labor in these occupations has
not in this case become more ex¬

pensive there will be no tendency
to substitute other factors for the
labor factor which was made
more expensive in my former
case. Besides, there may be less
unwillingness on the part of
workers to move to other occupa¬

tions, as the wage level in the old
one has not been increased.
On the other hand, a larger

part of increased profits of the
monopolistic firms is likely to be
saved than the part saved from
increased wages in the former
case. This in itself tends to cause
a tendency towards a depression
and a fall in employment unless
there is some other force making
for increased investment. In that
respect, the monopolistic price
policy has a more damaging in¬
fluence on employment than the
monopolistic wage policy. Evi¬
dently those parts of the theory
of unemployment that can be ex¬

plained in a static theory, based,
for instance, on the assumption of
a constant aggregate demand,
should be woven into an analysis
of the processes of expansion and
contraction of total demand. If
this is done, it will be found that
the process of expansion from a
depression will usually meet bot¬
tlenecks of different sorts long
before full employment is
reached. A great many problems
of adaptation and balancing will
have to be met to create the status
of full employment. This is not
done by simply increasing the
amount of investment and the ag¬

gregate of demand high enough.

Conclusion

I have, after some hesitation,
put as the title of this lecture
"The Swedish Theory of Unused
ResourcesIn a way this is not
a very appropriate name, for what
I have indicated here very briefly
is nothing but a combination of
certain parts of the old static
theory of unemployment, which
used to be based on some kind of

monetary stability assumption,
with a theory of processes of
monetary expansion and contrac¬
tion which is simply an amplifi¬
cation of the Business Cycle
Theory. Only in one or two im¬
portant respects is there a strik¬
ing difference between this the¬
ory, which was published in vari¬
ous Swedish books in the early
thirties, and the general ideas
which economists used to believe
in during the 1920's. Thus, the
theory developed in Sweden dif¬
fers from the supposedly revolu¬
tionary Keynesian theory, as I
have already mentioned, while it
claims to cover about the same

field. Hence, it may perhaps be
illuminating if I try to make a

comparison between these two
theoretical structures and if some

practical consequences of these
theories are brought under con¬

sideration in my next lecture.

WithHoward, LabouisseCo.
(Special to The Financial Chronicle)

-new ORLEANS, LA.—Paul T.
Westervelt has been added to the
staff of Howard, Labouisse, Fr<
richs & Co., Hibernia Buil
members of the New Orleans

Stock Exchange.

Trade and Taxes After the War
(Continued from first page)

except as the debt is reduced. Vet¬
erans' benefits are not likely to be
reduced. Relief loans and grants
to distressed countries cannot
be discontinued abruptly. Bitter
experience in two wars forbids
curtailing defense, expenditures
any further than those responsi¬
ble for our defense seem pru¬

dent; but it is reasonable to hope
for some reduction.
It is necessary to collect taxes

enough to cover expenditures and
to reduce the debt by a substan¬
tial margin each year, so long as
good business and high employ¬
ment continue. It is necessary to
do this to avoid inflation, and to
defend the dollar and the public
credit, for our present welfare and
as a measure of national defense.
For generations to come we

must look forward to carrying a

heavy, heavy burden of taxes. That
makes the relation of taxes to
trade, to business, commerce, in¬
dustry and agriculture, more than
ever worth studying.
Our national tax policy should

be to raise the greatest possible
revenue; with the least possible
pain to the taxpayer; with the
least trouble and expense to the
Treasury; and with the least so¬
cial and economic disturbance to
the whole community. Taxes
should be levied for revenue; not
to stop trade; nor to promote pet
projects; not to effect social
change; nor should they rob Pe¬
ter to pay Paul.

Direct and Indirect Taxes

Direct taxes were abhorrent to

Eighteenth Century opinion. They
were regarded as inquisitorial and
despotic. They are that indeed.
Our own Eighteenth Century Con¬
stitution prohibited them in effect
by requiring them to be appor¬
tioned between the states accord¬
ing to population instead of
wealth; a prohibition which was
only removed by the Sixteenth
Amendment in 1913.

Modern theory, on the other
hand, strongly favors direct taxes
as against indirect taxes. How¬
ever, in our practice we have car¬
ried the principle of graduation
of the personal income tax, which
is the direct tax par excellence,
to such an extreme that it so no

longer always a true direct tax,
but rather a tax on energy, initia¬
tive and risk-taking.
The corporation income tax is

of course not a direct tax at all
but an indirect tax upon the priv¬
ilege of doing business, and is re¬
flected in the prices of goods and
services, so far as the traffic will
bear it.

Similarly customs tariffs upon

imports are indirect taxes on the
consuming public, enabling our

producers and manufacturers to
charge more for their products.
ilt is a little odd then that po¬

litical opposition, labor opposition,
and opposition of some of the so¬

cially minded, to other indirect
taxes, as for instance the retail
sales tax, is so violent, while the
same persons support high cor¬

poration taxes and high tariffs.
The truth is that there is no

simple answer to the problem,
which confronts the government
as tax-gatherer, to be found in
calling a tax direct or indirect.
What we want to know is whether
a given tax meets the test of rais¬
ing the greatest possible revenue
with the least possible pain to the
taxpayer, with the least trouble
and expense to the Treasury, and
with the least social and economic
disturbance to the whole com¬

munity.

The Personal Income Tax

In war or peace the straight
personal income tax, graduated
according to ability to pay, has
long been thought the best tax.
It is our chief reliance. It should
tax small incomes, but not too
severely, and tax large incomes
most severely, but not to kill the

goose that lays the golden eggs
of enterprise and of revenue. It
should, so far as possible, treat
everyone of like income alike.
'Though it be the best tax, the

personal income tax does not solve
all fiscal problems when the total
tax burden is as heavy as two
world wars, and philanthropic
spending between the wars, have
made it.

High income taxes discourage
enterprise in the individual; they
prevent young men from saving
money and accumulating capital;
and they burden business, which
has to pay higher salaries in order
to command the services of men
of energy and ability, because
they can keep for their own use
only a fraction of the salaries paid.
They burden government, which
finds itself unable often to com¬

mand or retain the services of
men of ability because the tax on
their government salaries is so
heavy.
On the other hand income tax

cannot reach many small incomes,
partly because it would be too un¬
popular if it did, and partly be¬
cause it costs more than it comes
to to tax them at low rates; ex¬

cept in those cases when with¬
holding is possible.
The withholding tax soon be¬

comes merely another method of
taxing business and employment.
Money held out of the pay enve¬
lope or the salary check is not pay
that counts. The demand for more
pay to cover the tax withheld
soon becomes irresistible. Then
the tax, though nominally an in¬
come tax, a direct tax, in fact be¬
comes an indirect tax, a tax upon
business.

Furthermore, much farm in¬
come and other income, collected
in cash or in kind by persons who
don't keep books, and those who
work for themselves, may escape
the income tax. The withholding
provisions cannot of course reach
such as incomes as these. So with¬
holding exaggerates the inequality
between such persons and those
corporation employees and wage
earners who are readily caught by
the withholding device.
These defects of the personal

income tax are among the rea¬
sons why it seems unwise to keep
the rates war-high in peace time.
Extreme high rates lead to eva¬
sion, avoidance, inequality, and
are inconsistent with the prosper¬

ous and enterprising peace econ¬
omy. They are self-defeating; for
when taxes are too high, they im¬
pair the national income and the
national revenue.

Corporation Income Taxes
The present 38% corporation

income tax is too high to be borne
long in peace time. Excessive cor¬
poration income taxes discourage
enterprise and risk-taking. They
discourage investors fronrprovid-
ing equity capital. They prevent
small business from accumulating
capital from earnings. New en¬
terprises can rarely grow and
prosper if so much of their earn¬
ings (if they have any earnings)
are taken by government. These
taxes impose the heaviest sort of
indirect tax upon the public, since
they tend to reflect themselves in
higher prices, when the traffic
will bear it, or if higher prices
are impossible, in less business,
less employment, and less enter¬
prise.
Under our strange and inequit¬

able law, stockholders pay twice
on the same income; once when
the corporation pays, and again
when the stockholders receive
dividends, if they do. The bond¬
holder or owner of any other in¬
vestment pays only once, and the
income of State and municipal
bonds is taxed not at all. The
country suffers because enterprise
and risk-taking are thus dis¬
criminated against.
A high tax on corporation in¬

come also discriminates against
the small investor in corporation
shares by imposing on his com¬

pany's income a rate of tax higher
than on his income from other
sources.

The normal tax rate on corpo¬

ration income should not exceed
the normal tax rate on individual
incomes, and the individual share¬
holder should be free of normal
tax (but not of surtax) on his div¬
idends. This would conform to
the principle of taxing everyone
of like income alike, and avoid
double taxation of that invest¬
ment which is of the greatest
value to the national economy, the
investment that takes the risk of

enterprise.

Income Taxes and Business

From the point of view of rev¬
enue, the income tax on persons
and corporations is a highly spec¬
ulative tax, very productive in
good times, disappointing in bad.
High tax rates on incomes pro¬
duce nothing when the incomes
are not there. Indeed, high tax
rates in bad times may reduce the
public revenue by adding to the
burdens of an already enfeebled
economy.

Budgeting is not an exact
science. One can only estimate
the revenue which a proposed tax
rate will produce, on the basis of
what last year's income was, and
a guess about what next year's
income will be. If the rate is too
high, in relation to other costs
and prices and the volume of bus¬
iness, it may reduce business in¬
come and the public revenue. It
is prudent therefore, in guessing,
to take a chance and to err on
the side of moderation in income
tax rates, and encourage business,
not choke it. For tax rates are
not tax receipts.
The Mellon policy of lowering

tax rates after the First World
War helped to make good busi¬
ness and good revenues, and re¬
duced the debt 40% in ten years.
If now we could look forward to
eight or ten years of good busi¬
ness and debt reduction, how
happy we should be!
If, on the other hand, Congress

and the Treasury overload that
poor old beast of burden, the tax¬
payer, the donkey may just lie
down in his tracks, as he did in
1931-32, when Mellon and Mills,
two great Secretaries of the
Treasury, with the best inten¬
tions, sought and got higher tax
rates, but collected less revenue
and deepened the depression.
Even in times like the present,

when business is good but the
future is uncertain, some reduc¬
tion in income tax rates, all along
the line, would probably do more
to balance the budget, by insuring
good business and employment,
than insistence on maintaining al¬
most war rates after the war
orders have disappeared and some
recession of business is probable.

So, without waiting to revise
the law, I suggest an immediate
reduction of 10% in personal and
corporate income tax rates, all
along the line, to continue our
present prosperity and protect the
revenue.

Revise The Law

Later on, at leisure, Congress
should embark on the great task
of revising the internal revenue
law.
Our income tax law is too com¬

plex. Too many provisions are
written to fit special cases. If
capital gains are taxed, then capi¬
tal losses should be deductible
equally and fairly from gains,
whenever they arise, without lim¬
itation of time. Let the law be
simplified so that an honest man
may prepare his own return and
understand it.

Thirty-four years after the in¬
come tax amendment was adopted,
each revenue bill is still discussed
as though the principles and meth¬
ods of income taxation presented
a new problem every time. Instead,
the principles and methods of tax¬
ation should be worked out now
once for all on a sound and or¬

derly basis; and future changes
should leave the principles and
methods alone and concern them¬
selves only with rates of tax un¬
der those principles and methods.
Then changes in tax rates, to con¬
trol inflation by raising them, or
relieve or forestall a deflation by
lowering them, could be made
simply and promptly without de¬
bate about principles and meth¬
ods.

Tax-Exempt Bonds

The issuance of tax-exempt
bonds by States and municipali¬
ties should be discontinued as

promptly as possible. The exemp¬
tion confers special privileges
upon individual investors and
upon State and municipal borrow¬
ers. In 1917 the Treasury won
the consent of Congress to tax the
income of future issues of Fed¬
eral bonds, with limited exemp¬
tions. Soon after the First World
War, the Treasury proposed a
Constitutional amendment to en¬
able the United States to tax fu¬
ture issues of State and municipal
bonds, and vice versa. It passed
the House of Representatives by
the requisite two-thirds vote in
January, 1923, but died in the
Senate. The proposal for a Con¬
stitutional amendment should be
revived. That is the orderly way
to effect a much needed Constitu¬
tional reform. It should of course
be limited to future issues.

Taxes on Spending

When public expenditures reach
the astronomical, as they have, it
becomes necessary to resort to
considerable diversification in the
incidence of taxation. Though the
personal income tax be the best
tax, and the corporation income
tax is a convenient tax, the prac¬
tical application of them, when
too great a burden is thrown upon
them and the rates of tax are
raised very high, becomes diffi¬
cult in the extreme. They may

do grave injustice, impair tax¬
payers' capital, and even dry up
the revenue and so defeat the
taxing purpose. An error in the
structure of any tax may be neg¬
ligible if the rate is low, but criti¬
cal when the rate is high.
Resort to a considerable variety

of taxes allows a margin of error
for the strains and stresses which
are certain to develop if we rely
altogether on income taxes, how¬
ever theoretically perfect they
may be.
Hence we must turn to other

taxes, tariffs for revenue, license
taxes, excise taxes, luxury taxes
and even retail sales taxes. They
tax one's income as it is spent.
They reach the spending of every¬
body, including those who avoid
the income tax. Such taxes should
be retained and extended in scope*.

Social Security Taxes

Social security has come to
stay. It is humane and may be
a stabilizing influence in our
economy. A civilized society can¬
not neglect the needs of its less
fortunate members. Cold and
hunger are not the remedy for
depression and unemployment if
these come again. They need not
come again if we have wise and
orderly fiscal and monetary poli¬
cies.
Social security taxes, however,

tax employment rather than in¬
come. They are therefore to be
regarded as indirect taxes or priv¬
ilege taxes or license taxes. Both
as regards employer and employee,
they can only be considered taxes
upon the privilege of doing busi¬
ness.

Like income tax withholding,
the social security tax, so far as
it is charged to the employee's in¬
come, soner or "later results in de¬
mands for higher pay; and the
whole of it is added to the cost of
doing business and is reflected in
prices when the market will bear
it.

It has sometimes been proposed
that social security taxes be in¬
creased, not because of the need
of a larger accumulation in the
trust funds, but because of the
need of collecting more revenue
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for the government for its gen-
. eral purposes. Social security re¬

ceipts are spent by the govern¬
ment for other purposes as fast
as they are collected. Social se¬

curity disbursements when called
for have to be provided by the
government from new taxes and
new borrowings. The social se¬

curity taxes tax the privilege of
employment without making any

• money, really available for social
security payments when they must
be made. The only valid excuse
for them is that they help balance
the cash budget. Under present
conditions that is a sufficient ex¬
cuse. But these bad taxes should
be at low rates. In the end the

. burden of social security should
; be borne by the whole community
and not by a segment of it.

Death Taxes

Estate and inheritance taxes are

indirect taxes, taxes on the privi¬
lege of not having the govern¬
ment take all your property when
you die. So far as the Treasury

'

revenue is concerned, they are
windfall taxes and not depend¬
able; for rich men don't always
die when values are high or when
revenues are most needed. They
tax, not the owner or creator of
wealth, but the privilege of trans¬
mitting it and the privilege of
succeeding to it. They are capital
taxes. They have to be paid out
of past savings by sale of estate
assets to other people whose
power to buy or hold other in¬
vestments is correspondingly di¬
minished, These taxes change the
ownership of existing wealth and
promote social change. That is
the chief argument for them. They
are socialist taxes. They diminish
the capital fund of the nation, for
the nation thus spends and de¬
stroys the savings of the lifetime
of the citizen. The most worthy
of all motives of enterprise and
thrift is to provide for one's fam¬
ily; and such taxes defeat this at
the very moment when death
takes away the breadwinner and
makes his savings most necessary
to his widow and children. Bad
though they be, no one would sug¬
gest giving up death taxes now,
when the need for revenue is so

great; but the rates should be
more moderate.

Gift Taxes

Since a gift in anticipation of
death is taxed at estate tax rates

anyway, it does not seem neces¬

sary or fair to have a gift tax at
all. Why should a man who, in his
lifetime and not in anticipation of
death, makes gifts, pensions and
allowances for the support and
maintenance of his family and
friends pay not only a severely
graduated income tax but a cu¬
mulative gift tax superimposed
upon it? Whereas a man of the
same income who spends his in¬
come on yachts and country places
and other forms of personal en¬

joyment pays only one tax, the
income tax. The gift tax is a
mean tax, an anti-social tax, and
produces relatively little revenue.
It should be moderated.

Incentive Taxes

Incentive taxation is bad. We
don't know whether the new en¬

terprises to be subsidized are good
or wasteful. We do know that the
old enterprises will have to bear
the burden from which the new

may be relieved. The old may
stagger and choke under it.
If government attempts to de¬

part from the rule of equality in
taxation, it will no doubt find it¬
self much disappointed in the re¬
sult. Let taxes be fair and equal,
and let the incentive to enterprise
be the rational hope of profit
from the undertaking on its mer¬

its, not the adventitious and per¬

haps temporary blessing of tax
advantage. Our taxes must be
very burdensome for generations
to come. If they are fair and
equal we can bear them. If they
are unjust, unequal, tricky, and
burden some more and others less,
they will become intolerable, un¬
endurable.

Sumptuary Legislation
All necessary and unproductive

sumptuary legislation, that is leg¬
islation to limit private spending
instead of taxing it, or to limit
incomes, instead of taxing them,
should be avoided. If attention is
diverted from the true objective
of raising the greatest possible
revenue out of current income,
and is turned to using the tax law
to effect social changes, then the
government is certain to get less
revenue, and greater economic
disturbance, to the injury of the
whole people.

The Tariff

The tariff was our chief source
of revenue from the beginning of
the Republic to 1913, during the
long period of our country's pros¬

perity and growth to greatness.
Since the First World War, how¬
ever, the tariff has been used not
so much to produce revenue as to
stop trade. The Hawley-Smoot
tariff of 1930 did much to turn a

stock-market panic into a major
depression, and to convert a
Treasury surplus into a deficit.
All tariffs should be reduced

10%, at once, by unilateral action
of Congress. Such a moderate
overall reduction could do much to
stimulate trade both ways, in and
out. It would avoid the intermin¬
able discussion, log-rolling and
lobbying which are inevitable
when Congress attempts to revise
tariffs rate by rate, commodity by
commodity. It would supplement
the necessarily dilatory and timid
method of executive negotiation
of reciprocal trade treaties with
foreign, governments, though these
are good as far as they go, and
should be continued and extended.
Customs duties paid the Civil

War debt; and in the process the
country grew and prospered as
no country ever did, and the gen¬
eral standard of living rose. We
paid our debts and grew rich by
trade; buying as well as selling.
Now again we should have a
tariff at lower rates which will
produce more revenue and let
our trade, both ways, in and out,
grow and prosper.

International Payments

Balancing the budget is not
more dififcult, nor more impor¬
tant, than balancing our inter¬
national payments. Last year our
exports were $15.3 billions and
our imports $7.1 billions a deficit
of $8.2 billions. This deficit was fi¬
nanced chiefly by loans and gifts,
and, to the extent of $1.4 billion,
by drawing on foreign gold and
dollar reserves. Of course that
can't go on indefinitely. Our trade
must be got in balance either by
cutting our exports in half, with
all that means for our farmers
and manufacturers and their em¬

ployees, or by increasing our im¬
ports of goods and services.
It is to our advantage to be paid

for our exports in goods and serv¬
ices. We can't afford to give away

our goods and services, or to make
loans to finance our exports, ex¬

cept during the transition period
from war to peace. Nor can the
old world afford to go much fur¬
ther into cur debt.

Foreign Investment
In the Nineteenth Century for¬

eign investment followed from the
old countries to the new. That was
as it should be. The old capatilist
countries had accumulated wealth
abroad and had adverse balances
of trade. The new countries were

working and producing for the
old, and the old were accepting
the produce of the new in pay¬
ment of interest on the invest¬

ment, or reinvesting the interest
in the new countries. That was a

normal relation.

The First World War upset that.
We became creditors of the old
countries on capital account, and
continued to be exporters to them
and hence creditors on current
account. Our foreign lending con¬

fronted thus an inherent diffi¬
culty. It has on the whole been
aggravated by the, Second World
War, in spite of the temporary
loss of our creditor position

through lend-lease and overseas

expenditure. Now, the old count-
tries have $pent much of their re¬
maining foreign wealth, or lost it
in the war, and the world is con¬
fronted by the difficult problem,
how to establish equilibrium
when the old countries need both
our goods and our money. Can
the exhausted old countries pror
duce enough more and consume

enough less to pay for their cur¬
rent purchases and pay also inter¬
est and sinking; fund on their
debts to the new countries?
Furthermore America is so good

a risk, politically and economic¬
ally, compared to the old world,
as to attract capital imports, in
hope of profit when business is
good here, and to escape loss when
matters look bad abroad. In the
Nineteen Twenties money came
here to make money in stocks. In
the Thirties it came to escape loss,
for fear of a breakdown and war

in Eurpoe. Between the wars this
reverse, and perverse, movement
of capital from old countries to
America, undid the work of our
foreign lending and aggravated
the adverse balance of payments
of old countries.
In addition to the gifts, grants

and loans by our government,
which are so necessary, but should
stop as soon as possible, and the
loans and aid to be afforded by
the World Bank and Fund, pri¬
vate foreign investment, in reason
but not in excess, should be en¬

couraged after the governments
concerned have created stable and

orderly political conditions; but
foreign investment will not solve
the problem.

Buying and Selling
We should always be capable

of producing an exportable sur¬

plus of food and manufactures be¬
yond our own needs, and the old
world will want it. Can the old
world pay for it? If we cannot
sell our exportable surplus we
shall have depression and unem¬

ployment, and the old world will
be in want of the goods we want
to sell. We must make it possible
for the old world to get them.
The long-term answer must lie

in our accepting more imports of
goods, and of shipping, banking
and insurance services, and in our
travelers' expenditures abroad,
and immigrants' remittances to
foreign countries.
We do not wish to reduce our

exports of goods below prewar

levels, nor does the world wish
us to. We need, not to decrease
our production, but to increase
our consumption and our imports
of goods and services.

In General

The burden of government ex¬

penditure now imposed upon our

people, one and all, is immense.
The worst way to meet it is by
inflation. The next worse way is
by extortionate or deflationary
taxation. The budget should be
balanced and the debt reduced.
The right way to do that is by
cutting down civil expenditure
and by taxing, justly and equally,
all the people, without discrimi¬
nation or preference, at high rates
when business is booming, and
at reduced rates when, as now,
there is some danger that it may
soon be lagging. We should ask
Congress to reduce all income tax
rates and tariffs 10% at once; and

later, at leisure, to eliminate the
quirks and quiddities from our
tax laws; and, in future, to tax
us all for revenue at such rates
that trade and industry and agri¬
culture may flourish.
I suggest a 10% cut all along

the line, not because there is any
magic in that figure, but because
it is a moderate cut. Budgeting is
guessing, not knowing, what gov?
ernment will spend and what rev-
enqe certain tax rates will pror
duce, The best way, to. continue,
prosperity and employment, and
protect the revenue, is to reduce
the tax rates moderately, all along
the, line, and to do it promptly.
Income taxes should not go to

extremes. There is no virtue in
a pedantic devotion to a direct

tax if it is carried so high as to
stifle enterprise. There is no vice
in, indirect taxes if they are so
general and so moderate as not
to hurt any essential trade or in¬
dustry, There, is no hope for us
or for Europe, unless we keep our

economy prosperous; nor unless
we reduce tariffs enough to per¬
mit trade to flourish. There can

be no freedom of the individual,
no democracy, without the capital
system* the profit system, the, pri¬

vate enterprise system. These are
in the end inseparable* Those who
would destroy freedom have only
first to destroy the hope of gain,
the, profit of enterprise and risk?
taking,, the. hope of accumulating,
capital, the. hope to save some¬
thing for one's old age. and for
one's children. For a community
of men without property, and
without the. hope of getting it by
honest effort, is a community of
slaves of a. despotic state.
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(Continued from page 865)
with the implied approval of the State Department, was occasioned
by the worthy, if wise, desire of these loyal leaders to prevent their-
party from becoming branded as isolationist in the electorate's mind.
Contrary to the past showing of the public opinion polls on the
British Loan, which indicated its majority opposition to internation¬
alism in that phase; the polls on trade reciprocity are said to show
popular support therefor with their past sanctification by Cordell
Hull. The result is that most of the opposition shouting comes from
the sectional representatives; with the party's overall leadership
having the sagacity to take herculean steps to aviod possible blame for
antagonizing at least a large segment of the electorate. Even Senator
Taft, in spite of his declaration of disagreement with the Vandenberg-i
Millikin proposals and his intention to fight the issue next year when
the law giving a free hand to the President comes up for renewal,
can be considered as having swung materially from his 1945 position
toward cooperation. He too is apparently seeking astutely to avoid
the supposed isolationist stigma of the voters.

Escape Clauses and Other Necessary Compromises
In order to get likely adoption of the ITO Charter, as well as

the integral trade agreements, serious compromises have been, and
will continue to be, found necessary. In the first place, at the recent
ITO conference in London, at the writing of the preliminary
Charter it was found necessary to include a major "international
escape clause." In recognizing that-many countries will be battling
for protection of infant industries toward the goal of industrialization,.,
the compromise, was made, of permitting the use of subsidies and tar¬
iffs, and giving the ITO body the power discretionarily to grant sub¬
sidies and even import quotas. Import quotas specifically may be used
to implement domestic production control programs of primary prod?
ucts that are to be protected.

Belly Politics Versus Ideology
Our own agricultural interests no doubt will fight to the bitter

end to keep from being exposed to foreign competition. Our farm
program guarantees to them higher prices than have the world
level. With the attitude of "buck-passing statesmanship" the farm
interests, even though represented by such "liberals" as Senator
Wayne Morse, are volubly advocating large markets abroad, but sim¬
ultaneously oppose any tariff lowering on American agricultural
products. Perhaps this conforms to a current quip that "belly politics
are more important than ideology." !,

Then too the heralded Vandenberg-Millikin compromise, which
on the one hand goes too far for much of our local opposition, at the
same time carries an important "escape" provision which will under¬
mine true cooperative internationalist procedure. For it provides that,
the United States Tariff Commission is to review the contemplated
tariff reductions in all future trade agreements, and to make direct
recommendations to be followed by the President, as to the point at
which reductions cannot be made without injury to the domestic
economy. Furthermore it contemplates including an "escape clause"
in every subsequent trade agreement whereby the United States, on
the initiative of the President, can withdraw or modify any tariff
reduction or concession, if in practice it develops that such reduction
"has imperiled any affected domestic interest."

In other words, as in the political sphere, it here also appears
that action for the international benefit will be suffered only when
the shoe does not pinch on sovereign national interests.

In alleging the existence of teeth of enforcement it is pointed out,
quite correctly, that punishment for infraction will consist in the
stripping away of trade privileges from the offender, by joint inter¬
national rather than unilateral action. Hence it is true that the joint
character of the punitive action will take the sting out of the sanction,
which in the absence of an organization might be considered as
being in the nature of bilateral economic warfare. Nevertheless it is
also true that there will be correspondingly greater opportunity for
the injurious participation of conflicting political factors and mo¬
tivations.

Majority Testimony
Opposes Tariff Guts,
Says Senator Butler
WASHINGTON—Senator Hugh

Butler, Republican from Nebraska,
announced today that the United
States Tariff Commission had in¬
formed him more than half of the
briefs and statements filed with
the Committee for Reciprocity
Information were opposed to re¬
ductions in duties on the products
in which they were interested.
Senator Butler said he had

requested the information because
of a report which had previously
appeared in the press stating that
the Department of State had re¬

ported that 80% of the briefs filed
"were not opposed to the Recip¬
rocal Trade Program."
Data supplied by the Tariff

Commission, according to the
Senator, were as follows:
1051 briefs filed—

545 opposed reductions in
American tariffs

175 favored reductions
330 requested concessions

from foreign countries
511 oral statements

370 opposed reductions , i n
American tariffs ,

95 favored reductions
46 requested concessions

from foreign countries' -

(Editor's Note; The Administra?
tion's view is that the tabulation."
of witnesses pro and con by num¬
ber is misleading, since among the
witnesses against the program;
were many individual companies,
whereas witnesses in support of
the program included numerous,
organizations, trade associations
and the like, representing a far
larger share, of the . country's
foreign trade.)
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■Sf:,- Socialist John Bull Takes Stock
(Continued from page 864)

Geneva in April, carrying in their
portfolios tne American demand
for an early end to Empire pref¬
erence.

What the White Paper Says

A few paragraphs from the
white paper will indicate the
proposition that is now before the
British public. Thus:
"The great need of this country,

p as indeed of practically every
other country in the world at the
present time, is for a considerable
and sustained increase in the pro¬
duction of goods of all kinds—of
consumer goods and of capital
goods, of goods for domestic use
and consumption and for export.
"The position of Great Britain

is extremely serious. We have in
the course of the last seven years

deliberately distorted and unbal¬
anced our economic system, suf¬
fered the loss and permitted the
depreciation of our capital re¬
sources, sold at least half of our
external capital assets and gone
into debt abroad—all for the pur¬

pose of enabling the country to
concentrate its fullest efforts upon

the war and in an endeavor to
maintain reasonable standards of

living. This country is still run¬
ning into debt abroad. Each month
our balance of overseas payments
is still unfavorable. Nevertheless,
since the end of the war this coun¬
try has proceeded rapidly to es¬
tablish schemes of social improve¬
ments in the way of a housing
program, an improved educational
system, comprehensive old age,
unemployment and health insur¬
ance systems and medical and
other services.

living Standard Must Be Raised
It is clear that we must—and,

indeed, very quickly—begin to
maintain and seek to improve our

standards of living entirely by our
own efforts. We cannot continue
indefinitely to meet our deficits
by external credits. We must soon
begin to repay some of the ex¬
ternal borrowings by means of
which we are at present able to
maintain existing standards. It is
therefore-highly imperative that
we secure a speedy and substan¬
tial increase in the output of the
products of British industry whilst
maintaining their quality. That is
the kernel of1 the economic and
industrial policy of the British
Government.

"The fulfillment of this policy
requires improvements in the ef¬
ficiency and the-productivity of
British industry, and these are not
the respcnsbility of the Govern¬
ment alone but of industrial man¬

agement and workers alike. It is
for all concerned with industrial

production to apply themselves to
this task of improved efficiency
and output in the realization that
the common good of the country
as a whole depends very consid¬
erably upon their efforts.
"During the war in a number

of industries machinery was de¬
veloped fcr joint consultation be¬
tween management and work¬
people on production problems.

; The extension and further devel¬
opment of this practice would be
of advantage.
"Until the output of British in¬

dustry is considerably increased
there is bound to be some fear of

; our ability to maintain the stabil¬
ity of prices and the orderliness
within our industrial system which

; have characterized Great Britain

throughout all the difficulties of
the war and the transition from

t war to peace. The nature of our
. industrial relations system entails
r responsibilities on both sides to

work together not only for the

v common good of the industry on

J which both depend, but also for
the common good of the 'country
as a whole. These responsibilities

iter today than they have

The Manpower Shortage

"The biggest problem is the al¬
most universal shortage of man¬

power. This affects everything.
There is far more work to be done
than there are men and women to

do it. This is the legacy of six
years of war."

Like A Political Platform

Proceeding, the white paper
traces the effects of the war on

the manpower situation, both
overall and for various branches
of industry. There was in Novem¬
ber, 1946 only a disappointingly
moderate increase in the number
of persons employed in meeting
home civilian and export needs,
as compared with mid-1939. This
increase is very much less than
would be needed to enable the

country to pay on its foreign
loans and make its own way

again. After discussing costs and
prices, production requirements
and the employment situation—
there is actually unemployment
in some areas in Britain today—
the white paper offers its conclu¬
sions, which sound not unlike an

American political platform. The
final paragraphs are as follows:
"The object of all our economic

policy and the prime purpose oi
all our industrial activity is to
improve the standard of living of
the people. This depends upon the
output and efficiency of all our
industries and essential services.
The Government has maintained
a substantial measure of control
over the movement of prices. This
has been achieved at a very heavy
cost of subsidies and no guarantee
can be given that some rise of
prices may not be necessary to
mitigate the burden on the Ex¬
chequer and the taxpayer. But
the Government will maintain
control and ensure that no un¬

regulated increase in the prices
of essential goods and services
occurs.

"The keynote of all our indus¬
trial activities during the immedi¬
ate period ahead must be to steady
the costs of production, to man
up the essential undermanned in¬
dustries and above all to step up

production, until we have struck
a balance between total demand
and total supply. A great respon¬
sibility rests on both sides of in¬
dustry to play their full part in
rousing the nation to an apprecia¬
tion of the country's very serious
economic position and in ensuring
that there is such a large and sus¬
tained increase in production as
will enable us to have sufficient

goods to pay for our essential im¬
ports and to meet the urgent needs
of the people at home."

Paper Criiicized at Home

While recognizing that Britain
is up against a tough proposition,
British editorial comment on the
white paper has been rather caus¬
tic. "Not a word of this, of course,
is new," comments the "Econo¬
mist." "What is new is that the
Government has at last been
brought to admit the fix that the
country is in and that the trade
unions have endorsed the state¬
ment. There will, no doubt, be
many attempts blandly to ignore
the painful implications of the
clear statement of facts. Trade
unions will, no doubt, still prefer
claims for 40-hour weeks and
other forms of endowed leisure.
But they will not, after this, be
able to pretend that their claims
are in the public interest or that
they are anything more than un¬

patriotic exploitation of a tem¬
porary bargaining advantage. Nor
will the Government be able

merely to wave aside the Opposin
tion charge that they are fiddling
with nationalism while Rome
burns. Indeed the Government
seems to be swinging over from
Pollyanna practices to an almost

exaggerated alarmism. The white
paper with the'week-end speeches

of Mr. Bevan and Mr. Shinwell,
and particularly with Sir Stafford
Cripps' Cassandra utterance at
Bradford on Wednesday, seems to
be a concerted attempt to shock
the country, and particularly the
Labor movement, into an aware¬
ness of its position.
"Shock tactics are needed . . .

but by themselves they will not
accomplish much. The obvious
criticism of the white paper is
that, while it states the need for
a sharp rise in productivity, it
does not even hint at how it is
to be achieved. . . . Capitalist eco¬
nomics has several remedies to

suggest for this particular disease.
Labor economics has none—except
more socialism, and not even the
fanatics would seriously claim
that they would produce results
as quickly as they are now
needed."

Too Much at Once?

The editors of the "Financial
Times" take a similar view of
Britain's economic problem this
drab winter. They, too, point to
the Government's failure to give
the lead on such vital matters as

wage policy. The editors criticize
the Government for asking the
public to maintain stable condi¬
tions while the Treasury pursues
an inflationary cheap-money pol¬
icy. But the immediate need is
solution of the coal problem. On
this everything else turns. The
wrong sequence for recovery is
being pursued in Britain, the "Fi¬
nancial Times" suggests, saying.
"Once we have the coal, the

next step, obviously, is re-equip¬
ment. That, in the economic se¬

quence, comes before increased
consumption, redistribution of
wealth, or exports. We have an
immense capital program to carry

through, and at present our pro¬

ductive plant is well below pre¬
war standard. With coal settled,
we can see how much of a grow¬

ing national output can be spared
from consumption for a limited
period, to ensure that our pro¬

ductivity is on a satisfactory basis
by the end of the time. Probably,
we shall need to import labor in
that connection also. If so let th,e
Government look at its manpower
budget and say how much.
"Then, and then only, can we

really begin to assess our true
exporting power, and the standard
of living at home that production
minus essential exports plus im¬
ports will leave us. Does the time
schedule permit of this sequence?
The American loan looks like be¬

ing exhausted well before 1950.
But shall we be able to lace

our overseas obligations, anyhow,
when that time comes, if we go on
as we are now? As it is, we are

striving for the maximum of
everything and getting not enough
of anything. We have obligations
to honor, promises made to this
or that section at home, and the
inescapable necessity of buying
materials and honoring engage¬
ments abroad. We cannot re-ecjuip
industry as we should, because
production is not high enough.
But productivity is too low be¬
cause capital and plant need re-

equipment. Reduced native man¬

power must be compensated for,
by immigration or increased
mechanization, or both. But 1he
one meets 'political' obstacles be¬
cause labor, with more jobs than
workers, has a stronger tactical
position than before and is loth
to have it weakened. And mech¬

anization—well, that is caught up
in the vicious circle already de¬
scribed.

"In these terms, frankly, the
national problem is insoluble. To
try for all at once will be to
achieve certain failure. Should we

not recognize this, and start our

thinking all over again, from the
beginning? Perhaps it would be
a wise approach if the two sides in
the National Joint Advisory Coun¬
cil were to ask the Government

how it proposed to buy the first
essential in a plan for step-by-

step rehabilitation—namely, time.

There are projects at home, some
of them controversial, which can
be postponed. But overseas re¬

quirements may be more exigent.
As in 1940, so in 1947, time is
what we need most."

Report from Whitehall

Since the white paper, although
published by the Government,
was drafted not by government
officials but rather by employers
and labor leaders, interest focuses
on what the Government is likely
to do about lifting Britain by its
bootstraps. From W h i t e h a 11,
where are located the government
offices most concerned, a corres¬

pondent of the above-quo'.ed
newspaper reports only perplex¬
ity. Which program should be
relegated to second place, officials
are reported as asking, the export
drive or capital re-equipment?
With general manpower, materials
and fuel shortages what they are,

prospects of increasing produc¬
tion are not bright. Some thought
is being given to importing for¬
eign labor, but this certainly will
not solve the problem.

Thinking naturally then turns
to reducing the quantity of goods
available for home consumption—
that is, lowering the standard of
living and tightening the belt.
The possibility of reducing the size
of the armed forces and the civil

service is also said to be under

examination, since it is realized
in the Government that mere ex¬

hortation cannot work very long
in peacetime. The labor govern¬
ment seems to be in an unpleas¬
ant jam; and the conservatives
know it.

More Hard Currencies Needed

Meanwhile another drive, in¬
volving perhaps more than ex¬

hortation, has had to be launched
by the government: the drive for
more hard currencies. Although
the trade balance in the first of
the five years of grace under the
American loan has been on the
whole much more favorable than
foreshadowed by Lord Keynes to
the American Government in
1945—the trade deficit for 1946
was £314,000,000 smaller than
the £650,000,000 predicted by
Keynes—this "better" picture is
marred partly by the fact that it
reflects a smaller import trade,
owing to the unavailability of
sufficient raw materials, and part¬
ly by the fact that a large part of
Britain's exports in 1946 were

paid for out of previously accumu¬
lated sterling balances and there¬
fore represent no accretion of
much - needed hard currencies
Therefore the belief persists in
Britain that the American loan
was not sufficient to tide Britain
over the transition to self-support.
An informed view of this aspec

of the British problem is given by
Lord Balfour of Burleigh, Chair¬
man of Lloyd's Bank, Ltd., in his
address at the bank's annual meet¬

ing on Jan. 31, 1947. Unfortunately
space does not permit more than a
limited quotation from Lord Bal¬
four's address, to wit:
"That trade deficit involves a

drain on our exchange reserves

which would be serious enough,
but unfortunately it is not the only
source of strain. Far from receiv¬
ing reparations from Germany,
for example, this country has been
compelled to send large quantities
of foodstuffs into the British zone

simply to avoid economic chaos
there, and assistance must also be
given to other ex-enemy coun¬
tries, such as Austria and Italy.
So grave would be the conse¬
quences of an economic break--
down in Europe that no responsi¬
ble person can question the wis<-
dom of this policy in our own inr-
terest, though perhaps one may
be permitted to express regret
that Germany could not have been
made to be self-supporting from
an earlier stage of the occupation.
It is patently in our interest that
the labor and industrial plant of
Germany and of Italy should be
brought into production and not
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be left standing idle at a time
when the world is suffering from
severe shortages of goods of ail
kinds. To rehabilitate the econ¬

omies of these ex-enemy states
will, it appears, make heavy drafts
on our available dollars for at
least a further three years, but
fortunately after 1947 at a dimin¬
ishing rate.
"This is one adverse factor

which has appeared since the
signing of the Washington loan
agreement to intensify the doubts,
expressed at the time by Lord
Keynes and others, whether the
loan would prove large enough to
tide us over the difficult period
before us. Another such factor is
the sharp rise in United States
prices which has substantially re¬
duced the purchasing power of
the loan—that being only another
way of saying that the credit is
in danger of running out more
rapidly than had been hoped.

A Possible Crisis

"In July, 1947, there comes into
effect the obligation we have ac¬
cepted under the Washington loan
agreement to make sterling earned
in current transactions freely con¬
vertible into dollars or other cur¬

rencies, and as things are running
at present a critical situation
seems likely to arise within two
years from now. The severity of
the crisis would depend on the
extent to which we can succeed
in stepping up our production and
diminishing our adverse balance
with the 'hard' currency area.

"At present, no other country
is under a similar obligation to
convert into 'hard' currency the
proceeds of current trade, owing
to the five years' transition pe¬
riod allowed by the Bretton Woods
Agreement. That would be of lit¬
tle account of such countries were
in a position, equally with the
'hard' currency group, to supply
the essential foodstuffs and raw

material that we need; but such
is unfortunately not the case. It
is because North America and the
other 'hard' currency areas are
alone able to export these vital
supplies on a large scale that the
problem of securing imports to
maintain our standard of living
has become almost entirely a

problem of securing dollars. And
this in turn is why it is so essen¬

tial, as government spokesmen
have emphasized, that our ex¬
ports should be directed as far as
possible to the 'hard' currency
countries. This is, however, easier
said than done. It takes two to
make a bargain.

A Heavy Burden

"From what has been said al¬
ready it will be apparent that this
search for so-called 'hard' cur¬
rencies is dictated by the eco¬
nomic realities of our situation ...
"These fac's illustrate the weight

of the burden to be assumed by
us on July 15, 1947. The restora¬
tion of free convert.bility of ster¬
ling earned in current transactions
was one of the obligations en¬
tailed by the acceptance of the
American loan of $3,750 millions,
and, as I have already mentioned,
events subsequent to the signature
of the agreement have combined
to intensify our doubts as to the
sufficiency of the amount of the
loah. It must, however, always
be remembered that if the risks
are great the reward of success
would be great indeed also. It
would be nothing less than the re-
establishment of sterling in its
proud position of a universal in¬
ternational currency."

Will Sterling Become Convertible?

Some weeks ago Dr. Paul Ein-
zig suggested the possibility that
Britain may not-be able to live
up to its undertaking to make
sterling freely convertible next
July • but may have to resort to
an escape clause in the loan agree¬
ment. .In the light of the white *

paper herein described such an
eventuality does not appear en¬

tirely far-fetched.
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The Imbalance
(Continued from page 873)

CPA in June of last year. But
the trouble,goes further back than
that. The truth is that before V-J

Day wages were already badly out
<of balance with prices and profits.
This is shown clearly by the fact
that whereas the proportion of the
gross value of private output go¬
ing to wage earners remained
practically the same—about 50%
—over the period from 1939 to
3945, the fraction of the gross
value of output going into corpo¬
rate profits before taxes rose from
7%% in 1939 to between 15 and

16% in 1944 and 1945.

In absolute dollar terms in the

year 1945 corporation profits be¬
fore taxes amounted to $22 bil¬
lions. The net income of non-

agricultural proprietors was $13
billions. And the reserves for de¬

preciation, depletion, etc., to about
ten billion dollars. In other words,
what might be called gross profits
amounted to the fabulous total of

$45 billions. The question natur¬
ally arises, how was our system
able to function with so large a

sum going to the business com-

i anunity rather than to consumers?
i| The answer of course is that the

; government was taking almost
50% of the output for war pur-

■

poses, was cutting deeply into
t gross profits through wartime
taxes and was borrowing the dif¬
ference to meet the government
deficit. It was government de¬
mand that kept the economy going
at full blast in spite of the mal¬
distribution of purchasing power.

Situation After V-J Day

That was the situation just prior
to V-E Day. With the approach
of V-J Day the outlook was even
imore grim. For it was clear at
that time that with the cessation
of hostilities overtime would rap¬

idly disappear, downgrading of
of workers would set in and a

3arge fraction of workers in manu¬

facturing would have to give up
work in the high-paying war in¬
dustries to find employment in
the lower-paying civilian indus-

| tries. In other words, the outlook
j was that average hourly as well
I as weekly earnings would fall
sharply, increasing the already
great imbalance between wages
on the one hand and prices and
profits on the other.
It was this situation and this

prospect which led to the formula¬
tion of the Administration's new

wage-price policy in the fall of
3945. The President, you will re¬
call, said that an increase of
wages within the framework of
stable prices, that is, an increase
of wages coming out of profits
was "imperative" both to protect
the standard of living of workers'
families and more important to
sustain purchasing power in the
interest of continued full employ¬
ment. I need hardly remind you
that the Administration had hardly
enunciated the policy before it be¬
gan to run for cover. f In February
of. last year; the Administration
surrendered to the steel industry.
Andv it xwasn't very ;long before
that surrender developed, into a

general rout. By the time the,Con¬
gress got around to emasculating
the stabiliaztion statute a major
jpart of the damage had already
ibeen done.
Now most of you know from

;your own and bitter experience
that since the OPA was crippled
last June prices have simply run

•away from wages. The actual facts
are these: In the six months from
JTune to December of last year

wholesale prices spurted by 24%,
and consumer prices jumped by
15%. Over the same period aver¬

age hourly earnings in the manu¬
facturing industries rose by only
|4 to 5%. This has cut deeply into
Ifhe standard of living of millions
of families. But more important
it is this development which lies
foehind the fear to which I have
jalreacjy referred; that a recession

sometime-in ~

fear is apparent on all sides. It is
shown in the behavior of the stock

market, which has been crawling
on its belly for many months now.
It is shown in the behavior of the
forward commodity markets where
prices for forward delivery are
quoted at substantial discounts
from spot prices. It is shown in
the price cuts for soft goods at the
retail level and in the efforts
which retailers everywhere are

making to trim their inventories.
The fact is that it is generally

recognized that the present mar¬
ket is being sustained by a num¬
ber of abnormal factors which
cannot be expected to last much
longer. First, during 1946 business
spent about seven billion dollars
to replenish inventories and to fill
the pipelines. That restocking is
finished. Indeed, there is some
reason to believe that the pipe¬
lines are overflowing so that we
must expect in 1947 not only a
decrease of seven billion dollars of

I business spending for inventory
purposes but perhaps even a fur¬
ther cut as business seeks to liqui¬
date some portion of its present
inventory position.

Second, business investment in
plant and equipment has been
running at extremely high levels.
Thirteen billion dollars in 1946
was spent for durable equipment
and an additional four billion for
construction.

These expenditures were sub¬
stantially greater than were re¬

quired in 1941 and 1942 to mobil¬
ize our economy for total war,
that 'is, to bring our production
from about 60% of capacity to
total capacity operations and at
the same time to tool up the econ¬

omy for the production of the
flood of tanks, planes, ships and
guns that were required to win
the war. There is reason to be¬

lieve that the investment of 1946
has skimmed the cream off the

postwar investment opportunities
and that the present level of in¬
vestment expenditures cannot con¬
tinue for very much longer. In
this connection it should be noted

that the rapid rise of prices since
the elimination of price control
creates a strong probability that
the volume of construction, both
residential and non-residential,
will be choked off just as it was
in 1919-1920.

Third and finally, the volume
of consumer expenditures in 1946
was also sustained by a number
of abnormal factors which must

be expected to disappear in the
course of 1947. The veterans

have already built up their basic
wardrobes. The civilian popula¬
tion has made good a substantial
proportion of its backlog require¬
ments, particularly of the soft
goods. With regard to the demand
for hard goods it should be borne
in mind that a substantial propor¬
tion of the potential reflation of
consumer credit has already taken
place and that the wartime savings
—never very large—of the lower
half of our population has already
been used up.

Consumer Demand to Decline 10%

Putting these factors together,
it would seem to me that a de¬
crease of demand, both business
and consumer, of about 10% must
be expected sometime during this
year. On the other hand, produc¬
tion is steadily increasing as bot¬
tlenecks are removed and output
per man hour increases. After
World War I output per man hour
increased by 10% per annum for
each of three years. I shall be
very much surprised if we do not
better that performance this time.
I cannot see how our capacity to
produce this year can increase by
less than 10%.

A 10% decrease in demand plus
a 10% increase of production

spells a more than 20% decline
m prices unless something is done

you

fully accept my reasoning, how¬
ever, it should be obvious that the
business community generally is
thinking along some such lines.
How else explain the well-nigh
universal expectation of reces¬

sion?

What Remedy?

Turning back to the question of
the imbalance between wages,
prices and profits, it is an extraor¬
dinary and I think hopeful thing
that both sides in the controversy
over wages, management as repre¬
sented by the National Association
of Manufacturers, as well as labor
are agreed that prices have run

away from wages and that the
present situation cannot last. But
while the two sides agree in their
diagnosis of the trouble, they dis¬
agree on the remedy. Management
contends that the way to restore
balance is to hold wages where
they are now and permit prices to
fall. Labor on the other hand is

asking that wages be increased to
permit workers to meet the pres¬
ent cost of living.
Before discussing which of these

remedies would best serve the na¬

tional interest let me point out
that the proposition that prices
have run away from wages can
be put another way, namely, that
profits have run away from wages.
This is obvious, since profits ac¬
count for the major part of the
difference, the margin, between
wages and selling price. When the
NAM agrees that prices are too
high compared to wages and have
got to come down, it is also agree¬
ing that profits are too high com¬

pared to wages and must come

down. So there is no disagree¬
ment between management and
labor on this point either. Man¬
agement cannot continue to get as

large a piece of the national pie
as it has been getting in recent
months. And management agrees
that this is true.

Now which of the two remedies

proposed—a rise of wages or a fall
of prices—would be best for all
of us? That is the heart of the
debate. My own position is that
a strong case can be made for a

position down the middle— some

fall of prices on the one hand and
some rise of wages on the other.
Let me explain why I think so.

It must be clear to any thought¬
ful person that many prices have
skyrocketed out of all proportion
not only to wages but to other
prices as well. It would be neither
wise nor feasible to get wages and
other prices up to these fantastic
levels. And we should not forget
that wage increases large enough
to prevent any fall of prices from
present levels might easily touch
off a new wave of speculation and
hoarding such as that which we
had last year. If this happened,
prices would spurt upward once

more, and when the crash came,
as it is bound to come, it would
be that much more serious and
would hurt that much more.

Drop in Prices Bring Depression

On the other hand, it should be
equally clear that a sharp and gen¬
eral decline in prices would result
in serious losses to business on

the inventories they hold, and
might easily cause a dangerous
decrease in production and em¬

ployment. We have never had- a
sharp general decline in prices
without these consequences, with¬
out bankruptcies, unemployment,
in a word, a depression. Surely a
general increase of wages which
would increase buying power and
so cushion the decline in prices
and the resulting blow to business
has much to be said for it.

It is my judgment, as I indicated
above, that if wages are not in¬
creased, prices will fall by about
20% sometime this year. This
would just about wash out the in-'
crease in prices which took place
between June and December of
last year. This is the decrease of

prices which I believe is required
to bring our ability to buy into
balance with our ability to pro¬
duce. So sharp a decline of prices
could not fail but result in a re¬

cession of serious consequences to
all of us.

This recession can be avoided,
or if not avoided altogether, its
force can be reduced by a general
increase of wages. The question
is how much. I do not want to
be dogmatic, but I would like to
suggest that a 15% increase of
wages on the average—more in
some cases and less in others —

would hold the decline in prices
to between 5 and 10% and take
the sting out of the recession that
just about everybody expects.
Perhaps another combination of
wage increase and price decrease
would be better. I leave that to
you. In making up your own pre¬
scription remember that wages
amount to about 50% of the gross
value of output, so that the sum
of the wage increase and the price
decrease necessary to restore bal¬
ance between purchasing power
and output must be greater than
the decrease in prices, if that is
the only factor employed. What¬
ever combination you prefer,, it
does seem to me that it makes no
sense to sit on our hands and not
lift a finger to prevent, or at least
reduce, the force of the recession
which almost everybody expects.

Wants Wage Increases

It would be statesmanship of
high order, statesmanship that
would benefit business no less
than the rest of us, if management
would grant wage increases to in¬
crease buying power at the same
time as it is compelled to reduce
prices to push sales. Why does
not the NAM see this? Well, there
are two reasons which they ad¬
vance. First, they say that even
if business generally is making
record-breaking profits, which it
is, not all firms or industries are

im-such favored position so that a

wage increase will put some firms
into the red.

This argument, I must say,
doesn't make much sense. You
will remember that the NAM has

agreed that prices are too high
and must come down. Since prof¬
its, as I pointed out, account for
the major part of the difference
between wages and selling price,
the NAM has already agreed that
profits are too high and must
come down. Surely business prof¬
its are squeezed just as much by
a fall of prices with wages re¬

maining the same as they are by
a rise of wages with prices re¬

maining the same. The truth is
that the inefficient firm cannot be

protected from the effects of its
own inefficiency. Such firms lose
money until they go out of busi¬
ness, and they always will. The
difference between the two rem¬

edies for our present trouble
which we are discussing is this:
If prices are allowed to collapse
and a recession results, not only
inefficient firms but hundreds and
indeed thousands of efficient firms
as well will be forced to the wall.
That is what always happens in a
recession. A general wage in¬
crease which prevents a recession
means fewer business bankrupt¬
cies and not more.

The second argument advanced
by the NAM is that an increase
of wages will help only the organ¬
ized workers and will not help
the unorganized workers and the
fixed income groups, the govern¬
ment workers, the school teachers,
the policemen, the postmen, etc.
A fall of prices on the other hand,
it is urged, will reduce every¬

body's cost of living. This argu¬
ment is plausible, but I do not
believe it will stand up under
examination. One of the outstand¬

ing facts of recent years is that

wages of low-paid workers, unor¬

ganized and organized both, have
increased more since the outbreak

of; the war than have the wages

of high-iiaid wotkfers; This always

happens,. in' periods :of prosperity, \
and it is:"always reversed m pe¬
riods of depression. : The wages of
low-paid workers are the first to
go down when jobs are scarce, and
they go down faster and further.
And with regard to the school

teacher, the policeman, the fire¬
man, and so on, surely it doesn't
make sense to try to redress the
injury which the rising cost of
living has done these groups by
putting the rest >oi the country
through a depression. There is a

more sensible way to right the
wrong done these people, namely,
for the Federal Government, State
governments and municipal goy-v
ernments across the country to in~.
crease their wages.

NAM's Objections' . t. fe
, 'Sr.: *

..

Now the spokesmen for the
NAM are smait enough to know
these things. Why, then, do they
oppose wage increases at this
time? The answer, I regret to say,
is that some of them at least do
not want to prevent a recession.
Indeed, they prefer one. They are
tired of labor that is "independent"
because there are plenty of jobs.
They wish, as they put it, to re¬
store "discipline." They wish to
see lines of men before the factory
gates waiting hat in hand for jobs
that aren't there.

To these men I should like to
say that it is easier to unleash the
forces of depression than to bring
them back unaer control. And I
should like to remind them that
as our whole history shows, a de¬
pression which would bring labor
to its knees would bring farmers
and businessmen and the economy
generally to its knees at the same

time. That way lies disaster for
all of us.

We can only hope that the
forces of reason, of moderation
and goodwill will prevail. We can

only hope that management will
sit down with labor to work out
this problem amicably,., raising
wages to increase buying power
and at the same time reducing
prices to push sales. Recession
can be avoided. Prosperity can be
maintained. The way is clear and
the method simple. All it takes is
good sense and goodwill. I know
you will join me fin hoping that
these qualities prevail, rtj r

Warren Wood With

Baker, Simonds Co.
(Special to The Financial Chronicle)

DETROIT, MICH.—Warren A.
Wood has become associated with
Baker, Simonds & Co., Buhl Bldg.,
members of the Detroit Stock Ex¬
change. Mr. Wood was formerly
with Alison & Co.

mm

With Southeastern Sees.
(Special to The Financial Chronicle)

JACKSONVILLE, FLA.—Frank
C. Pelot has been added to the
staff of Southeastern Securities
Corporation, 304 West Adams St.

With A. B. Morrison Co.
(Special to The Financial Chronicle)

MIAMI, FLA.—George E. Pat¬
terson, Jr:, is now with A, B. Mor- -

rison & Co., Congress Building.

WithRobt. F. McMaster Go.
(Special to The Financial Chronicle)

CHICAGO, ILL.— Frederick R.
Kelley has become associated with
Robert F. McMaster & Co., 135
South LaSalle Street.

Joins Shearson, Hammill
(Special to The Financial Chronicle)

CHICAGO, ILL.—Barley Ells-;
worth Arrington has been added
to the staff of Shearson, Hammill
& Co., 208 South LaSalle Street. : '

V*j|

;

With Paiil H. Davis & Co.
(Special to The Financial Chronicle)

INDIANAPOLIS, IND.—George
W. Dyer, Jr., has become affiliated
With PauI JIr'DaVis -& Co.; Mer-
"chahts'Bbhk^ufldinfc"
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Defects and Remedies of Banking
(Continued from page 876)

between such agencies and the su¬

pervisors of . . . States."
I'here is plenty of evidence to

the effect that it was not easy for
the rival authorities to realize
even such progress as has been
achieved in devising harmonious
courses of action. But, it is more
worrisome still that the regulatory
authorities themselves have been
unwilling to predict that this co¬
operation can be guaranteed to
endure. Thus, in its "Annual Re¬
port for 1938",2 the Board of Gov¬
ernors argued that the interpreta¬
tion of the recently achieved vol¬
untary agreement regarding uni¬
form policies of bank examination
between the Comptroller of the
Currency, the Federal Deposit
Insurance Corporation, and the
Board of Governors, "may vary
from time to time in accordance
with the points of view of those
responsible for the policies of the
three agencies." Nor was it so
long ago that the Federal Deposit
Insurance Corporation entered the
lists against the Board of Gover¬
nors of the Reserve System as the
champion of the exchange-charg¬
ing, and, therefore, non-member
banks, on the issue of whether
the absorption of an exchange
charge by a balance-holding city
correspondent constitutes an in¬
direct payment of interest on a
demand deposit.3
All this is part of the official

record and must be shocking in¬
deed to those who believed with
Superintendent Broderick of New
York in 1944 that:4

"Such disparity as still exists
in banking practices due to dif¬
ferences in laws will tend to dis¬
appear as the national program is
carried out and all banks having
deposit insurance become mem¬
bers of the Federal Reserve Sys¬
tem."

Problems of Bank Organization
and Control

For a variety of reasons econ¬
omists ought to be more concerned
than they have been with the
problems of bank organization and
control. At the present time the
fashion is to interpret changes in
the national income in terms of
the ratio that has prevailed be¬
tween savings and investment.
Certainly, in realistic studies of
this problem, adequate attention
should be given to any failure to
tailor the powers of our thrift-
gathering institutions to invest¬
ment outlets in particular locali¬
ties. Not nearly enough thought
has been given to the proper in¬
tegration of our auxiliary credit
institutions, i. e., those which for
the most part merely distribute
deposit currency which the com¬
mercial banks initially bring into
being.
It would not be expected that

the Board of Governors would go
deeply into the question of the
relationships of commercial banks
to other types of financial institu¬
tions. This would be to pass be¬
yond the field of the Board's
principal responsibility. But one
broad issue the Board did inject
into the discussion—the question
whether examination procedure
applicable to individual banks
meshes properly with the general
credit operations of the Federal
Reserve banks. Examiners deal
with local situations on the basis
of precedents established over the
long period of time and the Board
argued that the combined influ¬
ence of examiners' opinions dur-

: 2 Page 4.
3 The position of the Board of Gover¬

nors on this matter was made known to
Senator Wagner on Jan. 24, 1944. See
Federal Reserve Bulletin, Feb., 1944, pp.

',126-131.
4 See Annual Report of the Superin¬

tendent of Banks for the State of New
York for the year 1934, p. 8. The act of
Congress of June 20, 1939, repealed the
provision of the Federal Reserve Act
which -would have required state banks
with average deposits of $1,000,000 or
more to be members of the Federal Re¬
serve System in order to have their de¬
posits insured.

irig critical peribds may not be at centration
all in conformity with national
credit policies. This is a matter
we heard a lot about in 1933 and
may hear much more of again;
and it may perhaps be regarded
as the basic complaint of the
Board; and the conclusions of this
paper are predicated on the as¬
sumption that this complaint is
legitimate.
The Board of Governors did not

by any means, however, exhaust
the subject of the inadequate
adaptability of our existing bank¬
ing structure to the requirements
of general credit policy and there
are many respects in which econ¬
omists would want to supplement
it. Take, for instance, the problem
of the effects of the Treasury's
drawing in funds from particular
parties at given times by—say-
taxes and thereby diminishing the
reserve balances of certain mem¬

ber banks; and, then, later, to dis¬
burse these funds to those who
may keep their deposits more
largely in non-member banks.
There is a wide dissimilarity be¬
tween the reserve requirements of
some States applicable to deposits
of non-member banks and those
which Federal Reserve member
banks must meet. Not only do
percentage requirements vary, but
some States include securities and
cash in vault in legal reserve

funds and it is customary to per¬

mit varying amounts of deposits
with city correspondents to be
counted as reserves. When this
latter procedure is permitted the
pyramiding of reserve credit into
the vast overstructure of deposits
held by the public may proceed to
a much greater degree than if all
banks were members of the fed¬
eral reserve system. In the case
of Iowa, for instance, a deposit
credit at a member bank may

comprise 85% of the required re¬
serve against demand deposits
of a commercial non-member bank.
Shifting of deposits back and
forth among the 6,400 non-member
insured commercial banks and the

6,900 member banks, affecting as
it does the reserves required of
particular classes of banks, may
thus exert profound effects upon
credit conditions. Such differences
in reserve requirements com¬

plicate the task of the reserve ad¬
ministration, not only in estimat¬
ing the needs of the country for
more or less reserve credit, but,
also, of avoiding, through their
operations, effects that are not
desired. I wonder if one of the
reasons why it is now so fashion¬
able to disparage the importance
of monetary factors in business
cycle theory is not the general
clumsiness of the system with
which our general credit authori¬
ties have to deal. Uniformity of
reserve requirements against sim¬
ilar types of deposits would seem
to be desirable.

Problem of Modernization of

Banking Structure

Why has it proved impossible
to effect any substantial modern¬
ization of our banking structure?
In answer to this question anyone
can recite a plenitude of doleful
facts. But the basic answer is
that there always appears to be
a good reason, when a new credit
agency is created, for giving it
some of the powers of an existing
agency without relieving the old¬
er agency of responsibility for the
exercise of these same powers.

Then, again, it seems not to be
politic for any authority to make
suggestions for reform which
would trespass upon the preroga¬
tives of other authorities. The
Board of Governor's indictment
of 19395 is thus to be regarded
merely as a bill of complaint. It is
part of the Board's apology for
its inability to employ credit
oowers more effectively to help
stabilize the economy. One can¬
not even be certain that the
Board would welcome that con-

5 Covering operations for the year 1938.

of authority which
would make its responsibility
ers, themselves, no one would
clearer. On the part of the bank-
seriously contend, I suppose, that
the American Bankers Associa¬
tion is so constituted that it can

act daringly in the direction of
advocating a redefinition of the
powers of some types of banks in
favor of other types, or of
prosposing limitations on the
powers of any of the supervisory
agencies with which the bankers
deal.

If any thoroughgoing reform
plan is to receive serious atten¬
tion from the lawmakers, initia¬
tive will have to be taken by
economists or by some other non-
banking group.

Proposals for Banking Reforms
This is my apology for offering

a few blunt suggestions of my

own, primarily for the purpose
of stimulating discussions, and
without confidence that all opin¬
ions can be sustained before the
experts. But we have had enough
of compromise and concession in
the discussion of principles and
the burden of doubt would seem

to be against the zealous respect¬
ers of unplanned development. I
am firmly convinced, moreover,
that failure to systematize the
banking structure will encourage
a far more complete regulation
by the state of the affairs of all
business than we have yet ex¬

perienced. Monetary planning
operates primarily through gen¬
eral forces and, if successful,
lessens the necessity for the ap¬

plication of specific controls to
particular enterprises.6
Proposals which follow ignore

the question of relationships of
the commercial banking system
to the Treasury. As demonstrated
by the preceding speaker this
problem alone would require the
time allotted for an entire paper.1
My initial proposal isn't novel

in any sense. It has been made
many times. It is merely that all
demand deposit banks be required
to belong to the Federal Reserve
system, and that also the law
should be clear that other types
of banking institutions shall not
be members of the reserve

system.? It is the demand deposit
banks that manufacture the coun¬

try's principal exchange media, a

part of which other institutions
distribute in their loan and invest¬

ment operations. While it is not
true that time deposits are never

originated through loans 'and in¬
vestments, it is generally agreed
that it is to the demand deposit
banks that we must look if we

wish to explain the main fluctua¬
tions in the outstanding volume
of bank credit. Since this is so it
would seem to follow that the
reserve authorities cannot ade¬

quately discharge their responsi¬
bilities if they do not have
supreme supervisory, as well as

operational, connections with the
demand deposit banks.
Two means of bringing all the

demand deposit banks into the
Reserve System have been sug¬

gested. In the first place, Federal
leserve membership might be
made a mandate of Congress un¬
der the. general authority of the
legislative branch to regulate the
ountry's currency. Secondly, law
might provide, in the manner of
he original conception, that, the
only commercial banks which may

injured* by the FDIC must be
members of the Federal Reserve

The . requirement that all in¬
sured banks must be members of
"he reserve system might not be

6 Cf. Harold L. Reed. "Federal Reserve
Policy and Economic Planning," American
Economic Review, Proceedings, March,
1933, pp. 108-118.
7 The nearest the Federal Reserve Act

comes to confining membershio in the re¬
serve system to commercial banks is the
provision of section 9 that, in act'ng unon

applications for membership, the Board
of Governors shall consider whether or
not the "corporate powers are consistent
with the purposes of the act.

adequate to accomplish the pur¬

pose in hand. I, therefore, favor
the employment of both of the
above measures. It certainly is a
matter-of concern that at the
present time there are almost as

many insured non-member banks
classified by the Board of Gov¬
ernors as "commercial" as there
are member banks.
The problem of distinguishing

between commercial and non¬

commercial banks presents certain
technical difficulties and it will

be argued later that it would be
impracticable to deny demand
deposit banks the right to deal
in time deposits. It will be neces¬

sary, therefore, to set up some

arbitrary test in distinguishing be¬
tween commercial and non-com¬

mercial banks, such as the fixing
of the percentage of the bank's
total deposits—say, at 30%—that
must be of the demand character.
Further reliance upon the discre¬
tion of authority might be neces¬

sary in cases like some trust

companies whose non-deposit op¬
erations reach large proportions.

Proper Methods of Examinations

If we assume, however, that the
technical difficulties of distin¬

guishing between commercial and
non-commercial banks can be
surmounted with sufficient preci¬
sion for legislative purposes the
next problem would be that of the
proper method of examination and
supervision of the commercial
banking system. Guiding princi¬
ples in my opinion, should be the
following:
1. The overlapping authorities and
powers of federal agencies
should be minimized by statu¬
tory law; and,

2. Any such legislation should con¬
centrate supervisory authority
in the system that is charged
with the principal responsibili¬
ty for the determination of gen¬
eral credit policy; and,

3. Every feasible administrative
device should be employed to
coordinate the supervisory ac¬
tivities of state and federal

agencies.
In discussions of the problem

of reducing the area of overlap¬
ping supervisory powers possessed
by federal agencies opinions have
differed as to whether it would
be wise to increase the authority
of the Federal Reserve system,
that of the Comptroller of the
Currency, or of the Federal
Deposit Insurance Corporation. To
me it does not seem logical to
provide that unification should
proceed by giving the insurance
authority the general credit re¬

sponsibilities of our central bank¬
ing system. Equally indefensible
would it seem to be to try to
develop the federal chartering
system, the National Banking sys¬
tem, into an agency for the deter¬
mination of general credit policies.
There would thus seem to be no

alternative, if we sincerely want
unification and modernization, to
concentrating supervisory power
over demand deposit banks in the
Federal Reserve system. In un¬

dertaking such a course, however,
we should not lose the benefits
of the National Banking system's
most important asset, its devel¬
oped examination facilities. It is
thus here urged that:
1. There be legislation to have the
office of the Comptroller of the
Currency absorbed into the
Federal Reserve System and
that the Federal Reserve ex¬

amination system be reorgan¬
ized in a way appropriate to
this fact; and,

2. Congress provide that, as soon
< as any state government under¬
takes to promise reasonably
similar state charters to nation¬
al banks operating in its terri¬
tory, the Federal government
shall cease therein to hold the
charters of banks of demand
deposits. Eventually it would
be hoped, the national banking
system could be liquidated.

3. Law should also provide that
the certification of demand

posit banks for insurance status

in the FDIC is a responsibility
of the -Board of Governors J6i
the Federal Reserve system and
that the FDIC should be re¬

lieved of all supervisory au¬
thority over the country's com¬
mercial banks. Under this ar¬

rangement any losses to the
FDIC resulting from the certi¬
fication of commercial banks

that fail would be regarded, of
course, as a responsibility of
the Federal Reserve system. If
the technical objections to this
arrangement are deemed valid
it at least could be provided
that an insurance department
be set up in the reserve sys¬
tem. But this is advocated only
as a last resort.

The general objective is thus to
provide for compulsory member¬
ship in a reserve system composed
solely of state-chartered commer¬
cial bank members.

Comptroller of Currency

The proposal to have the Fed¬
eral Reserve System absorb the
office of the Comptroller of the
Currency is an old suggestion and
is made for several reasons. In
the course of its honorable career

the office of Comptroller has de¬
veloped prestige; and precedent,
as well as statutory provisions,
supports it standing before courts
of law. It has assembled, more¬

over, a superb staff of bank ex¬
aminers. The most spirited attack
on the proposal to merge this of¬
fice into the reserve banking sys¬
tem was made by Comptroller
Dawes in 1923.8 At this time, how¬
ever, there was little duplication
of supervisory authority, at least
in comparison with recent stand¬
ards of confusion, and the Federal
Reserve System was then young
and relatively untested. Experi¬
ence, moreover, had not then in¬
dicated so clearly the intimate
connection between supervision
and credit management.
The abandonment of Federal

chartering implies that such uni¬
formity in commercial banking
procedures as is henceforth to be
regarded as essential would have
to be obtained under the authority
of a revised section of the statute
having to do with membership re¬
quirements in the Federal Reserve
system. Presumably, under the
general power of Congress to reg¬
ulate the nation's currency, mem¬

bership requirements could be
made as specific and detailed as

necessary for the purpose of keep¬
ing sound those institutions which
provide the country with its prin¬
cipal medium of exchange. In mat¬
ters, however, that are primarily
procedural in character, or which
embody merely local ideas of
equity and do not affect the sol¬
vency or adaptability of commer¬
cial bank operations to national
credit policies, such, for instance,
as methods of exacting interest on
loans, it wouldn't seem to be a

primary concern to the reserve
authorities what state law pro¬

vides.

For those who think it is a reck¬
less proposal to advocate the even¬
tual abolition of the national char¬
tering of commercial banks, all of
which must be members of the
reserve system, I would point out:
1. If the Federal Reserve system
had existed in 1863 we prob¬
ably would never have heard
of the National Banking sys¬

tem; and
2. The national government, sim¬
ply as a matter of diplomacy,
must make some concession to
state governments if no state
commercial bank is to be al¬
lowed to exist without meeting
the eligibility requirements of
the Federal Reserve system;
and,

3. Even now there are over 1,800
state-chartered members of the
Federal Reserve system with
deposits amounting to more
than a half those of national
banks.

The rival suggestion to try to
achieve unification in our com-

8 See the Report of the Comptroller ol
the Currency for 1923, pp. 17-24.
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mercial banking system by requir¬
ing the Federal Chartering of all
commercial banks goes too far to
be practicable and its frequent
reiteration has retarded prospects
of modernizing the system.

Dual Supervision

It is true that what is here ad¬
vocated would leave commercial
banks subject in some degree, at
least, to dual supervision. There
is no way by which a state gov¬
ernment can be prevented from
examining banks it itself has char¬
tered. But the danger that some¬
time in the future the FDIC may

develop into a supervisory system
rivaling the Federal Reserve sys¬

tem, at least, would be averted.
With the abandonment of the na¬

tional banking system, moreover,
we would no longer have to wit¬
ness the spectacle wherein more
liberal powers are sometimes con¬

veyed to state bank members of
the reserve system, in such mat¬
ters as mortgage loans,9 than are

granted to national banks. The
FDIC, moreover, as it will appear
later, would still continue as an
insurance system for commercial
banks, and, even as a supervisory
agency for certain non-commer¬
cial institutions.

There is current in discussions
of banking reform another pro¬

posal that, so far as demand de¬
posits are concerned, would re¬
move any necessity of continuing
the FDIC as a supervisory agency
for commercial banks. This is the
scheme to require banks to main¬
tain 100% reserves against all
their demand deposits. But while
this plan embodies a logical phi¬
losophy and offers the incidental
advantage of making the insurance
of demand deposits unnecessary,
I think it would be a mistake to
freeze reserve ratios at the present
time at any particular level, even
though that level be 100%. As
indicated above, future credit
problems will require the most
expert administrative treatment
and I doubt if the time is ripe to
have the Federal Reserve banks
give up any of their existing
weapons. The power to change
reserve ratios may be needed in
the future because this weapon

possesses certain properties not
inherent in discount and open

market operations.10

Savings and Time Deposits
How to straighten out the rela¬

tionships of commercial banks to
the Federal supervisory agencies
constitutes, however, only a small
part of the problem of reforming
the banking structure. A very im¬
portant aspect of the problem and
one that too often is neglected is
that the proper integration of
commercial banks with those in¬
stitutions which mobilize thrift
and whose advances should be
especially adjusted to the neces¬
sities of the local community.11
Aspects of this problem that are
of special importance are the fol¬
lowing:

1. The extent to which the small
saver should be serviced by

time deposit departments of
commercial banks instead of by

specialized thrift institutions
like the mutual savings banks;

and,
2. Whether these specialized thrift

institutions should be organized

as independent corporations
under separate sections of the
banking law of the state instead

9 In New York State, for instance, state
member banks may loan an amount equal
to 66% % the appraised value of the prop¬
erty that is mortgaged. National banks,
may not loan an amount in excess of 60%
of the appraised value of the property.

10 It may take a long time, for instance,
for Federal Reserve open market opera¬
tions conducted in the country's money
market centers to affect the reserves of
interior banks.

11 Savings that otherwise would find an
investment outlet may remain as inactive
hoards if there is no local use for the
funds and if tbmr external employment is
prohibited bv market frictions, ignorance
of outside con**5'and other such fac¬
tors.

of as departments of a general
savings institution; and

3. If departmentalization, instead
of separate corporate existence,
is to be preferred, the proper
means to bring about a change
in the existing situation.
If all localities were large

enough to support a fully equip¬
ped set of thrift-gathering insti¬
tutions it might be feasible to
consider plans to effect a complete
separation between commercial
and non-commercial banking. But,
in the smaller communities, par¬

ticularly, the necessities of realiz¬
ing economies in overhead ex¬

penses, of conveniencing bank
customers, and of encouraging a
reasonable degree of competition
seem to make it necessary to per¬

mit commercial banks to continue
time deposit departments.
Since it thus seems impractica¬

ble to effect a complete separa¬
tion between commercial and non¬

commercial banking it is pertinent
to ask if the time is not ripe to
revive the old proposal to require
the segregation of assets, as be¬
tween demand deposit and time
deposit departments of commer¬
cial banks. This proposal, of
which little has been heard since
the creation of the present system
of Federal deposit insurance, is
here put forward, not only for the
classical reason that it would lead
banks to adjust their earning as¬
sets more scientifically to the
character of their deposits, but,
also, for a special reason that
arises out of the position accepted
in this paper of how best to mini¬
mize the degree of overlapping
authority possessed by the differ¬
ent supervisory agencies. Under
the plan of segregating assets ar¬
rangements would tend to be facil¬
itated between Federal reserve

and state examination authorities

whereby the Federal agency could
give especial attention to the com¬
mercial department and the state
authority to the savings depart¬
ment of a commercial bank. In
this way, the evils of overlapping
supervisory authority in the com¬
mercial banking field might be
greatly minimized.
But, even though commercial

banks retain, as they will, their
time deposit departments, special
state-authorized institutions will
continue to flourish in the field
of thrift-gathering and I do not
regret this is so. The theoretical
basis for this deference to spe¬

cialized savings institutions is the
preference for a banking system
that, so far as is possible, meets
the requirements of borrowers by
methods that utilize already exist¬
ing credit before new credit is
originated. When a saver trans¬
fers funds from the demand to the

time-deposit department of a com¬

mercial bank, he does not directly
increase the lending power of the
bank as a whole. What happens
from this transfer is merely that
the character of the bank's liabil¬

ities has been changed. Any re¬

sulting increase in the bank's
loans or investments will have to

be the consequence of the reduc¬

tion in the bank's reserve require¬
ments. But the amount of reserves

that are thus released depends on

the arbitrary fixation of reserve

requirements for the two classes
of deposits; and, furthermore,
when a bank makes use of its

freed reserves it manufactures

new deposit credit.
A transfer of a demand deposit

in a commercial bank to a savings
deposit in a thrift institution on

the other hand, either directly or

via transactions in common cur¬

rency, has different consequences.
What then results is in most cases

that the savings bank becomes the

depositor in come commercial

bank. The savings bank is thus
put in a position to swap its de¬
mand deposit to a borrower. No

new bank credit is created by this
type of a transaction.19
On general priori grounds it

seems preferable that the existing
mass of bank credit be employed
before new credit is manufactured.
Sluggishly used credit does not
thereby come into existence which
at some later date may burst forth
with inflationary consequences.
Limiting the volume of credit
closely to current needs increases,
furthermore, the contact between
the central banking system and
the member institutions and
makes the latter more dependent
on the policies of the former.
Back in 1928 all this was dis¬
cussed under the heading of the
difficulties of curbing the stock
market use of credit which initi¬

ally resulted from the operations
of the reserve banks themselves.
In the future this same problem
may manifest itself in different
guise. But, no matter what its
special manifestations, the essen¬
tial nature of the problem will be
the same. i

But there are other reasons for
welcoming the existence of spe¬
cialized thrift institutions. In the
first place, their procedures may
be especially adapted to the en¬
couragement of particular classes
of savers. Herein, I think few will
deny the unique advantages to
some savers possessed by the in¬
stallment share of Savings and
Loan associations, as against sim¬
ple time-deposit pass book ac¬
counts which do not require con¬
tinued payments at seried inter¬
vals. Secondly, the type of au¬
thorized loans may be especially
adapted to the investment needs
of the locality or the general ter¬
ritory wherein the bank is situ¬
ated. Thirdly, these institutions
are operated and managed by
those whose minds are not ab¬
sorbed in the quite different
problems of commercial banking.
But reasons for dissatisfaction

with the existing structure of
state-created thrift-mobilizing in¬
stitutions are also numerous and
varied. For one matter, too many

types of institutions provide es¬
sentially the same service so that
unnecessary overhead expense is
imposed upon the borrower and
so that it is often impossible to
secure as able executive talent as

otherwise would be available.
Then, again, each of various in¬
stitutions constantly approaches
the state legislature with demands
for special privileges as against
institutions organized under other
sections of the banking law. In
this way the problem of legisla¬
tion and supervision is compli¬
cated by institutional jealousies
and rivalries. Finally, each type
of institution insistently demands
protection against other institu¬
tions which have invaded its espe¬
cial domain. An illustration, here¬

in, would be the Industrial Banks
of New York which finally gol
the right to accept demand de¬
posits and which incidentally may
be members of the Federal Re¬
serve system. While all this may
be right and proper, it has always
seemed to me that, if the state de¬
sires more commercial banks, it
should see that they are created
by direct processes instead of by
listening to the argument that
equity requires other types of in¬
stitutions to be protected against
commercial bank competition.

The existing system, moreover,
is replete with inconsistencies and
impartialities in the treatment of
particular institutions. Why New
York Savings and Loan associa¬
tions, for instance, should be per¬
mitted to pay a higher rate on

12 This point might be applied to the
problem of the fixation of relative re¬
serve requirements for demand and time
deposits of commercial banks. Differences
might be determined on the basis of trying
to get the same effects on the loan volume
from a transfer of a demand to a time
deposit in a commercial bank as from a
transfer of a demand deposit to a savings
account in a specialized thrift-gathering
institution. In this way the effects of
thrift could be more easily analyzed and
predicted and, moreover, it would no
lcnger have to be admitted that differences
in reserve requirements have been de¬
termined in a purely arbitrary manner.

savings shares than mutual sav¬

ings banks are permitted to pay
on savings accounts is a matter
that has often been explained to
me but without leaving any en¬

during understanding. Finally,
and probably of more interest to
economists is the fact that the dif¬
ferent institutions do not consti¬
tute a system as a whole that
tailors as well as it should the
flow of savings to the needs of
borrowers in the community
wherein the sayings arise.
Time does not permit compre¬

hensive consideration of the means
of implementing needed reforms
in the structure of state-sponsored
t h r i f t-mobilization institutions.
For those, however, who some¬
time may have the assignment of
making recommendations to state
legislatures on this question I
would suggest that consideration
be given to the encouragement of
mergers among the varied types
of thrift institutions so that, there¬
after, they would operate as sep¬
arate departments of a consoli¬
dated organization, each with its
assets segregated, instead of as in¬
dividual corporate entities. If such
department stores of thrift could
once blossom, plans of banking
integration could then be promul¬
gated without encountering as
much opposition from special in¬
terest as now would originate
from the necessity that each type
of institution be protected against
other types.
Efforts to systemize the organi¬

zation of non-commercial banks
will be complicated by the fact
that there will be 48 state legis¬
latures with which to deal. But

it should be remembered that a

comprehensive reform plan
adopted by a single state would
tend to be studied carefully in
other states. Without being op¬

pressive, moreover, the activities
of the Federal insurance agencies
might be so directed as to lend
encouragement to the wise inte¬
gration of local banking institu¬
tions. '

Conclusion

In conclusion it may be reiter¬
ated that what is here advocated
would tend to unify credit and
supervisory authority over com¬
mercial banks in the country's
central banking system; would
preserve the office of Comptroller
of the Currency; would maintain
a position of reasonable influence
for the FDIC13 and would respect
state authority to the fullest ex¬
tent compatible with the necessi¬
ties of structural simplification of
our commercial banking system.

Although it now seems impos¬
sible ever to lessen the authority
of an existing credit agency, or
the powers of particular classes of
banks, future economic necessities
may well be such as to create an

overwhelming demand for genuine
reform. Economists should at least
be prepared for such an eventu¬
ality.

13 The FDIC and the FS and LIC
would continue as supervisory agencies for
those state-created institutions that de¬
sire broader insurance coverage than could
be provided by a state insurance system.
Perhaps the appropriate time to combine
the FDIC and the FS and LIC would
be after significant progress has been
achieved in merging state thrift institu¬
tions.

Expect New York State Banks to Inaugurate
Saturday Closings April 5,Day Before Easter

Stephen's permissive closing bill passes both Houses in Aibany and
now goes to Governor for his signature. Action of New York Clear¬
ing House Association on Saturday closings expected to determine
policy of other banks in State.
From all indications, it appears practically certain now that New

York State banks will be able to inaugurate Saturday closings as

early as April 5, the day before^
Easter. The Stephen's permissive CIO to make the Saturday closings
Saturday closing bill, sponsored by mandatory and to incorporate in
the New York State Bankers As¬

sociation, has already passed both
houses in Albany and the Gover¬
nor is expected to affix his signa¬
ture to the measure within a week,
or ten days.

Though, once the bill becomes
law, any bank could theoretically
commence closing on Saturday
whenever it desired, it is under¬
stood in banking circles that it
will be the New York Clearing
House Association that will set
the exact date for the first Satur¬
day closing. All banks in the state
that want to close Saturdays are

expected to follow the lead of the
Association in this matter. The

large New York banks affiliated
with the Association must notify

their foreign correspondents of the
change in the number of days in
which business is to be transacted
and this notification operation is

expected to require some little
time. The banks in Massachusetts

are closing Saturdays commencing
March 8, it is understood, and a

preliminary survey of what has to
be done to achieve Saturday clos¬

ings in this state leads to the con¬
clusion that the New York banks

may reasonably expect to start
shutting down Saturdays a month
later, that is, on April 5.
Opinion among banks is not ex¬

actly unanimous on the question
of Saturday closings, but the per¬

missive feature of the Stephen's
measure is believed to have been

largely responsible for successful¬
ly allaying the opposition of some
upstate banks which do not want

the law a provision prohibiting
banks from reducing the salaries
of bank employees in going from
a five-and-a-half to a five-day
week were also thwarted. It is

likely anyhow that CIO fears of a
reduction in earnings from a
shorter work week are entirely
groundless.
It is unlikely, too, that banks

will lengthen the work-day to
take up the slack in working hours
occasioned by the fewer days of
work each week as this move

could under certain conditions in¬
volve complicated issues of over¬
time pay. Experience of the first
few months under the new system
of fewer days and fewer hours of
work will indicate to the banks

any need that may exist for extra
hours of work.

As soon as it is definitely deter¬
mined that the banks will close

Saturdays, the question of Satur¬
day closing will then become im¬
portant to the various exchanges—
the New York Stock Exchange,
the New York Curb Exchange and

the New York Cotton Exchange—
and the other institutions of New

York's financial community. The
New York Stock Exchange is
known . to be considering what
to do itself in the event the banks

closed on Saturdays. In fact, as re¬

ported in our columns before,
Emil Schram, President of the
NYSE, is discussing with members
of the Exchange all over country
on whether to add a half-hour or

more to trading hours each day in
the event of a five-day .week in

to close Saturdays. Efforts of the the industry.
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Railroad Passenger Prospects
(Continued from page 876)

unless the endeavor is genuinely
wholehearted.

Such an effort is inescapable for
several reasons, among which may
he noted:

(1) Some minimum volume of
passenger service must be pro¬
vided anyhow and it is worth the
effort to find out whether it can
foe made to pay its way.

(2) Railroad passenger service,
under favorable conditions, has
shown its ability to gross over
two billion dollars, and no such
volume of potential business
should be lightly discarded with¬
out a struggle both to hold onto
the volume and to find means of
making it yield a satisfactory net.
(3) Interstate Commerce Com-

mission figures produced by a
formula devised by the Commis¬
sion, showing high operating
ratios for passenger service are
considered by many railroad men
to be misleading, on the ground
that most railroad passenger oper¬
ations are a by-product of freight
service . . . and anything they
yield above direct costs is actu¬
ally a contribution to net income.
(4) An unfavorable public rela¬

tions reaction would be inevitable
it the railroads should arbitrarily
minimize their passenger opera¬
tions without first giving a con¬
clusive demonstration of the rev¬
enue results of a thoroughly mod¬
ern and up-to-date service.
As the railroads, or at least

most of them, are committed to
this experiment, it is not only de¬
sirable but essential that the
whole industry and its responsible
officers, should acquaint them¬
selves as thoroughly as possible
with the characteristics of the
passenger service, with the prob¬
lems which it presents to the
principal railway departments,
and with the present plans and
accomplishments of the railroads
and the manufacturers who are
the leaders in this effort.

Fluctuations in Passenger Traffic

That there have been enormous

and violent fluctuations in the
railroad passenger business is a
well-knowp historical fact. From
1920 to the low point in 1933 the
business declined two-thirds in
volume and 70% in revenue, and
then recovered 80% in volume
and 43% in revenue by 1941, be¬
fore the war had any effect upon
It. During the war the revenue
exceeded that of 1933 low point
by 335% and volume (passenger-
miles) rose five-fold. In 1946,
with the war rapidly fading into
history, passenger traffic and rev¬
enues declined, but in September
of that year while passenger rev¬
enues were down more than one-

third from September in the peak
war year of 1944, they were still
more than double those of Sep¬
tember, 1941, just before Pearl
Harbor.

There are some observers of the
business who think that the serv¬

ice was improperly priced during
the latter half of the 1920s, since
during that period the operating
ratio constantly mounted while
the passengers per train declined.
While it is true that the average
fare was steadily reduced during
those years—the "basic" rate,
which was the one which the pub¬
lic bore in mind, was rigidly re¬
tained at 3.6 cents per mile. The
rapid improvement in volume
which came when rates were re¬

duced and service began to be
modernized in the mid-thirtier
suggests an answer to those who
are unduly frightened at the pros¬

pects of competition.

Kails Have Demonstrated Ability
to Compete

The railroads with relatively
slight improvements in equip¬
ment, that is in the number of
passenger carrying units as re¬
lated to total passenger equipment

and in service in the late thirties,
demonstrated an ability almost to
double their volume of traffic in
the face of rapidly growing com¬
petition from both highway and
air; and there are IV2 million
more Americans in 1946 than
there were in 1941.

Past history also indicates that
the passenger service cannot be
very profitable under the low
rates now required to attract a
high • volume of business, unless
a relatively heavy average train
load can be secured. This was

easy to achieve in wartime when
lack of other transportation facil¬
ities drove passengers to trains,
even under conditions where rail¬
road service was less convenient
than alternative means of travel.

Equipment Improvements

The cars and locomotives which
will make up the new passenger
trains will be like those in the
trains installed since the middle
1930s. The characteristic features
of the cars in these trains are re¬

duced weight, improved riding
comfort, increased interior clean¬
liness, seats designed for passen¬
ger comfort and convenience,
more lounging space and distinc¬
tive and attractive exteriors.

One of the significant results of
the instalation of air conditioning
systems has been much more
cleanliness in the cars. This has
also expanded the opportunity for
interior decorative treatment
which has also materially affected
the color, character and style of
personal apparel for traveling.
Further efforts are being made

to affect further weight reduc¬
tions. The possibilities of reducing
the weight of the car body have
been pretty well exhausted, so
attention is now being given to
all the exterior and interior items
of equipment which are an essen¬
tial part of the finished car . . .

the running gear of the car, coup¬

lers, draft gears, air brake equip¬
ment and trucks have all been

subjected to intensive study.

Passenger locomotive power for
the foreseeable future is also

pretty well established. Diesel
electric locomotives and steam-

turbine locomotives have already
demonstrated their adaptability
for passenger service.
Months before the war was over

railway executives and passenger
traffic officers had made plans for
improved service that was in¬
tended to be so extensive as to
constitute a veritable revolution
in railway passenger business.
But with the advent of peace

many handicaps, primarily mate¬
rial shortages brought about by
strikes and work stoppages, have
prevented the prompt and com¬

plete accomplishments of these
plans ... at least has delayed for
months the instalation of a large
number of streamlined trains
which were ordered prior to the
end of the war.

While these improvements are

definitely in progress, the rehab¬
ilitation and further development
of railroad property to enable the
railroads to remain in the fore¬

front of passenger transportation
presents railway management
with many important decisions.
One of the most important of
these has to do with the fixed
properties that must carry or
service these modern streamlined
trains.

Many railway managements
realize that the improvement and
maintenance of their fixed prop¬
erties affecting passenger train
operations, including road beds,
track, bridges, passenger stations,
locomotive and train servicing
facilities, must be undertaken and
provided to the standards that
will be required by the new pas¬
senger train equipment and re¬
duced passenger train scedules.

Somehow, someway the rail¬
roads managed to feed multitudes
during the war, with particular

attention being given to feeding
troops. Civilian travelers fre¬
quently had long waits at meal¬
times; the quality of the meals
often was neither inviting nor

palatable and the service at times
was exceedingly poor. It should
be remembered, however, that the
railways on this continent were
the only ones of the nations en¬
gaged in the war that attempted
to provide dining car service at
all.

The handicaps faced by the
dining car departments were nu¬
merous and difficult; no dining
cars v/ere permitted to be built
during the war and the dining
cars available were called upon to
handle up to ten and twenty times
as many customers as had ever
been served previously. Many
dining cars frequently had to be
manned with makeshift crews and
inexperienced stewards, inasmuch
as there was no draft deferment
for railway dining car employes.
Now, there are a large number

of new dining cars on order and
when these start coming out of
the car shops one of the difficul¬
ties of the railway feeding prob¬
lem will be measurably solved.
But, a number of progressive rail¬
roads are not going to be satisfied
merely with new dining cars; they
realize that supervision and ex¬

perienced and skilled help to man
the cars and conduct the service
is essential. Several railroads have
established schools where dining
car employes will learn the re¬
finements that formerly made eat¬
ing on trains such a pleasurable
experience.

Training for Friendly Service

A number of railroads have also

adopted extensive programs for
training employes in friendly
service. The endeavor of the rail¬
roads to arouse employe interest
and understanding are following
a number of different patterns,
among which may be enumerated
the following:

(1) Circulars and messages in
employee publications, giving the
arguments for courtesy in horta¬
tory form, without detailed in¬
struction in the handling of typi¬
cal difficult situations;

(2) Printed matter which pub¬
licizes outstanding acts of con¬
sideration and courtesy by indi¬
vidual employees, leaving the
reader to draw his own conclu¬
sions as to the application of such
a narrative to his own situation;

(3) Booklets, many of them ill¬
ustrated with highly entertaining
cartoons, which not only preach
courtesy but show concrete in¬
stances of its application;
(4) Educational slide-films and

movies, usually showing practical
means of handling concrete diffi¬
cult situations;

(5) Class-room instruction (us¬
ually by the "conference meth¬
od") in dealing with the public
or in some specific passenger de¬
partment task (such as dining
car service or selling tickets);
(6) Educational work carried

out by spervisors and "traveling"
employes.
It may also be expected that the

railroads will adopt and carry on
extensive programs for getting
passengers on the trains through
attractive and appealing advertis¬
ing and modern merchandising
methods.

This will take many different
forms but will have to do with
improved procedures in reserva¬
tion bureaus and ticket offices.
One of the important new devel¬
opments in speeding up ticket
sales is the automatic ticket ma¬

chine.

During the war, railway ticket
clerks were under such constant

pressure that many of them gave

way to the perfectly human in¬
clination to be inconsiderate. This

attitude was a war-time phenome¬

non of sales people in every in¬
dustry and was not by any means
confined to railway ticket offices
—but the attitude, "don't you
know there's a war on," is grad¬
ually being eliminated.

Reducing Train Delays

One of the major problems
faced by any railroad seeking to
operate dependable, high-speed
passenger train service is to mini¬
mize delays en route, but as the
railroads push average passenger
train speeds toward 60 m.p.h. sta¬
tion and servicing delays are de¬
manding and receiving increased
attention.

The principal causes for delays
in passenger train service fall into
four general classifications:

(1) Those caused by the track
and roadway, including both per¬
manent and temporary speed re¬

strictions;

(2) Those caused by interfer¬
ence by other trains;

(3) Those caused by necessary
work in stations, such as the load¬
ing and unloading of passenger,

mail, baggage and express;

(4) Those required for servicing
the equipment in the trains in¬
cluding stops for fuel and water
for locomotives, watering and
icing cars, mechanical inspection
and stocking dining cars.

Superior Convenience of Sleeping
Cars

In the sleeping car the railroads
have at their disposal a travel
conveyance which provides a
standard of comfort, convenience,
dependability and safety not avail¬
able to other forms of transporta¬
tion. Although the competition of
airlines and improved railroad
coach will continue, the railroads
are taking practical steps to re¬
tain a fair share of travel for their
sleeping car services. Speed is an
inherent advantage possessed by
the airplane but cannot be off-set
completely. However, speed of
flight is not reflected always in a
comparable saving of time. Many
airports are relatively inaccess¬
ible, which often prevents the
realization of time-saving advan¬
tages on short trips. Moreover, the
cancellation of flights, failures to
keep scheduled flights particu¬
larly in winter months, frequently
creates delays and inconveniences
in air travel.

While the speed of the air plane
cannot be met by any form of
ground transportation, it is the
only travel factor which gives a
seeming advantage to this form
of travel. With respect to other
factors, such as comfort, conveni¬
ence, dependability and safety,
Rail-Pullman services have un¬

questioned advantages over air
travel. While apologists for the
Commercial Airlines are fre¬
quently quite misleading with re¬
spect to the safety performance
of commercial air transports, the
inescapable statistical fact is that
in 1946 Rail-Pullman travel was
more than 80 times safer than
domestic airline commercial serv¬
ice.

The domestic commercial air¬
lines operating on regular sched¬
ules sustained 78 passenger fatal¬
ities in the year 1946, which was
2 more than the number incurred
in 1945 and exceeded by a very
wide margin the number of fatal¬
ities reported in any year prior
to 1945.

In Rail-Pullman service in 1946
there were 3 passenger fatalities
(all Military, no civilian) which
compares with an average of less
than one passenger fatality per
year in the 10-year prewar pe¬
riod, 1930-1939.
Relating the 1946 passenger

fatalities to the service performed,
total number of passenger miles

operated, (which is the only
sound basis of comparison), the
domestic commercial airline op¬

erated only 82.5 million passenger
miles per passenger fatality, as

compared with 6.8 billion passen¬
ger miles per passenger fatality
for Rail-Pullman in the year 1946.

Attacks Airline Subsidies

But, it is primarily on railroad
transportation that we all depend
for fuel, foodstuffs and the other
necessities of life. It is the rail¬
roads which provide us with eco¬

nomical, dependable transporta¬
tion no matter what the weather.
It is the railroads which are, more
often than not, the largest tax¬
payers in any community. The
present policy of subsidizing air¬
lines tends through government
aid, both federal, state and mu¬

nicipal, to weaken the railroads
and is harmful to our country's
economic structure.

Over a billion dollars of tax¬

payers money has already been
spent on civil airports and in the
next seven years it is planned to
spend another billion dollars for
these airports.
Meanwhile the railroads con¬

tinue to maintain their own ter¬

minals, stations and tracks; pro¬
vide and pay for their own traffic
control, signal systems, and in ad¬
dition pay heavy taxes in every
state or community through or in
which they operate. As against
this, the commercial airlines make
only token payments for use of
these tax-free airports built and
maintained by taxpayers. The
government also provides their
traffic controls and country-wide
signal systems; they also have and
continue to receive airline sub¬
sidies and preferential tax treat¬
ment.

The railroads, like all other for¬
ward groups in our country, want
the country to be progressive. The
airplane is an established and
growing factor in our transporta¬
tion future. But, frankly, the rail¬
roads are a bit weary of seeing
hundreds of millions of taxpayers7
dollars being used to support com¬
mercial airlines and to pay a

goodly part of their operating ex¬

penses, while the railroads are

compelled to pay all their own

way and for all of the safe-opera¬
tion devices including those or¬
dered installed by the govern¬
ment.

The railroads are not seeking,
nor do they want, any handout
from the taxpayers. And, don't
let anyone sell you that old red-
herring about "land grants the
railroads received in their in¬
fancy." Many of the important
railroads in this country never re¬
ceived any land grants from the
government, while the land grants
given the Western railroads were
in the form of a business arrange¬
ment. And, those railroads have
more than repaid the government
by crarying governmental ship¬
ments for almost 100 years at ap¬
proximately one-half the rate
charged private industry. In fact,
the 79th Congress recognized that
the railroads have repaid their
debt over and over again and fi¬
nally repealed this arrangement
effective Oct. 1, 1946. The airlines
do not give any reduced rates to
the government.
The railroads welcome fair

competition and equality of op¬
portunity but some of them are
getting tired of airline operators
boasting of reducing their fare3
and providing free meals and
other frills for their passengers

but not bothering to explain to
the public why they can do this.
Some of the railroads think it i3
about time that the public should
know that they can do this only
because they receive financial
help from federal, state and city
treasuries—all tax money— which
lowers their costs of operation.

Kobbe & Co. Teletype
Kobbe & Company, Inc., 55

Liberty Street, New York City,
have installed a teletype, NY
1-277.
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Securities Now in Registration
• INDICATES ADDITIONS SINCE PREVIOUS ISSUE

T'

Acme Electric Corp., Cuba, N. Y.
tfune 26 filed 132,740 shares ($1 par) common stock.
Underwriters—Herrick, Waddell & Co., Inc., and First
Colony Corp. Offering—To be offered publicly at $5
a share. Proceeds—Company will receive proceeds from
the sale of 68,880 shares and four selling stockholders
the proceeds from the sale of 63,860 shares. Company
also will receive proceeds from the sale of 20,000 war¬
rants for common stock to underwriters at an aggregate
price of $200. Of the net proceeds ($292,940) $50,000
will be used to pay current bank loans; about $20,000
will be used for machinery and equipment, and the re¬
mainder for working capital.

• Aerovox Corp., New Bedford, Mass.
Feb. 7 filed 20,000 shares ($25 par) 6% cumulative con¬
vertible preferred. Underwriters—Granbery, Marache &
Ford, New York; and Ames, Emerich & Co., Inc., Chi¬
cago. Price—By amendment. Proceeds—For additional
"working capital. Business—Manufacture of fixed elec¬
trical condensers.

Agau Mining Co., Carson City, Nevg
Jan. 20 (letter of notification) 295,00U shares of common.
IPriee—$1 a share. Underwriters by later notification. For
enine exploration and development.

<• Air Publications Inc., Los Angeles, Calif.
F^b. 6 (letter of notification) 1,000 shares (no par) com¬
mon to be sold to officers and directors and a limited

•group at $10 a share and 3,000 shares to be issued to
IHoward S. Vandeman, George E. Parker and Richard B.
Thurber, as consideration for transfer of business to

• company and for promotional services. No underwriting.
For expansion purposes and for other expenses.

Alluvial Gold Plateau Mines Co., Seattle, Wash.
Feb. 6 (letter of notification) 60,000 shares (1 cent par)

• common. Price—50 cents a share. Company and its
President will act as underwriters. For mining opera¬
tions.

American Broadcasting Co., Inc., N. Y.
June 27 filed 950,000 shares ($1 par) common stock.
Underwriter—Dillon, Read & Co. Inc., New York. Offer¬
ing—A maximum of 100,000 shares may be sold by com¬
pany to persons, firms, or corporations with whom the
^corporation had network affiliation agreements on March
181. The remainder will be offered publicly. Price by
^amendment. Proceeds—To prepay notes payable to ac¬
quire radio station WXYZ, to construct broadcast trans¬
mitter for station KGO at San Francisco and for working
capital.

American Building Corp., Dover, Del.
®fov. 5 (letter of notification) 20,000 shares each ($10
spar) 5% cumulative preferred and no par common. Price,
$10 a unit consisting of one share of preferred and one
<@hare of common. Underwriter—E. M. Fitch & Co., Phila¬
delphia. Proceeds—For additional machinery, working
capital and other corporate purposes.

American Business Shares Inc., New York
IFeb. 11 filed 2,000,000 shares ($1 par) capital stock.
^Underwriter—Lord, Abbett & Co. Inc., New York, is
^selling agent. Price—Based on market. Proceeds—For
iinvestment.

American Colortype Co., Clifton, N. J.
/Aug. 12 filed 30,000 shares ($100 par) cumulative pre¬
ferred stock. Underwriter—White, Weld & Co. Price
t>y amendment. Proceeds—Net proceeds initially will
(be added to general funds, however, the company antici¬
pates it will use the funcus for its building and expansion
program. Offering date indefinite

American Locomotive Co., New York
July 18 filed 100,000 shares each of $100 par prior pre¬
ferred stock and $100*par convertible second preferred
etock. Underwriting—Union Securities Corp., New York.
Price by amendment. Proceeds—Net proceeds, with
other funds, will be used to redeem $20,000,000 of 7%
cumulative preferred stock at $115 a share plus accrued
dividends. Indefinitely postponed.

Corporate and Public Financing

The

FIRST BOSTON
CORPORATION

Boston New York

Chicago and other cities
Pittsburgh

American Water Works Co., Inc., N. Y.
March 30 filed 2,343,105 shares of common (par $5) plus
an additional number determinable only after the re¬
sults of competitive bidding are known. Underwriters—
To be filed by amendment. Probable bidders include
Dillon, Read & Co. Inc.. White Weld & Co., and Shields
& Co. (jointly), and W. C. Langley & Co. and The
» u-fti £»oatuii ouip t Jointly). Offering—Price to public
by amendment. Jan. 23, company filed with the SEC
amendments to its recapitalization plan as suggested by
the Commission. These provide for escrowing the sum
of $2,200,000 to cover the call premium on the preferred
stock; increase in terms to Community Water Service
Co. and Ohio Cities Water Corp. preferred stock to
$180 and $159 a share, respectively, plus accrued divi¬
dends at 7% annually from Nov. 1, 1945, compared with
$135 and $120 a share offered in the original plan; and
the issuance of one share of common stock of the new

Water Works Holding Co. for each 20 common shares
of Community outstanding.

American Zinc, Lead & Smelting Co., St. Louis
Sept. 6 filed 336,550 shares common stock (par $1). Un¬
derwriting—No underwriting. Offering—Stock will be
offered for subscription to common stockholders in
the ratio of one additional share for each two shares
held. Unsubscribed shares will be offered for subscrip¬
tion to officers and directors of the company Price—By
amendment. Proceeds—Working capital. Offering in¬
definitely postponed.

Arkansas Western Gas Co.

June 5 filed 16,197 shares of common stock (par $5).
Underwriters—Rauscher, Pierce & Co. Inc., and E. H.
Rollins & Sons Inc. Offering—Stock will be offered to
the public. Price by amendment. Shares are being sold
by six stockholders.

Armour and Co., Chicago
July 12 filed 350,000 shares (no par) cumulative first
preference stock, Series A; 300,000 shares of convertible
second preference stock, Series A, and 1,355,240 shares
common stock (par $5). Underwriter—Kuhn, Loeb &
Co., New York. Offering—The 350,000 shares of first
preference stock will be offered m exchange to holders
of its 532,996 shares of $6 cumulative convertible prior
preferred stock at the rate of 1.4 shares of first prefer¬
ence stock for each share of $6 prior preferred. Shares
of first preference not issued in exchange will be sold
to underwriters. The 300,000 shares of second preference
stock will be offered publicly. The 1,355,240 shares of
common will be offered for subscription to- common
stockholders of the company in the ratio of one-third
of a new share for each common share held. Unsub¬
scribed shares of common will be purchased by the
underwriters. Price—Public offering prices by amend¬
ment. Proceeds—Net proceeds will be used to retire all
unexchanged shares of $6 prior stock and to redeem its
outstanding 7% preferred stock.
George Eastwood, President, in letter to stockholders,

Dec. 22 said "we have come to the conclusion it will
not be necessary to issue any additional shares of com¬
mon stock" as part of company's refinancing plan.

• Armstrong Supply Co., Philadelphia
Feb. 7 (letter of notification) $20,000 of promissory
notes. Underwriters—None. Price—Par. For operat¬

ing and expansion.

Artcraft Hosiery Co., Philadelphia
Sept. 27 filed 53,648 shares ($25 par) 4%% cumulative
convertible preferred and 150,000 shares ($1 par) com¬
mon. It also covers shares of common reserved for issu¬

ance upon conversion of preferred. Underwriter—New-
burger & Hano, Philadelphia. Price—$25.50 a preferred
share and $12 a common share. Proceeds—Company will
receive proceeds from the sale of all of the preferred
and 100,00 shares of common. The remaining 50,000
shares of common are being sold by three stockholders.
Estimated net proceeds of $2,300,000 will be used by
the company to pay off bank notes of about $1,100,000
and to purchase additional machinery and equipment
in the amount of $1,200,000. Offering date indefinite.

4 — SPECIALISTS IN— k

I United States Government Securities ■
*

.apart**-- *->

State and Municipal Bonds

C J. DEVINE & CO.
INC.

48 WALL ST., NEW YORK 5, N. Y. HAnover 2-2727

Chicago • Boston • Philadelphia • Pittsburgh • Cleveland

• Associates Investment Co., South Bend, Ind.
Feb. 3 (letter of notification) 1,081 shares of stock to he f
sold at $3 below market price to officers or employees
of company or subsidiaries. Portion may be sold to the |
Albert McGann Securities Co., Inc., South Bend, Ind.
For working capital.

Atlantic Refining Co., Philadelphia
Oct. 29 filed 293,000 shares ($100 par) cumulative pre!-'
erence stock. Underwriter—Smith, Barney & Co., New
York. Offering—Stock will be offered for subscription
to common stockholders on the basis of one share ol >

preference stock for each nine shares held. Unsub- f
scribed shares will be sold to the underwriters who wiBt |
reoffer it to the public. Price by amendment. Proceed* i
—A maximum of $15,540,000 of the net proceeds will be» |
applied to redemption of the company's cumulative pre- |
ferred stock, convertible 4% Series A, at $105 a shares. ,)
The balance will be added to general funds for corporate* )'
purposes including repayment of obligations, acquisition '
of additional production, and expansion of refining,
transportation and marketing facilities. Offering tempos-
arily postponed. Issue may be withdrawn.

Atlas Imperial Diesel Engine Co., Oakland, Calif*
Jan. 27 (letter of notification) 8,500 shares common on
behalf of Lucille E. Simon, Los Angeles. Price—At mar¬
ket. No underwriting at present. If underwriter is se¬
lected, name will be supplied by supplemental letter.
Proceeds—Go to the selling stockholder.

Australia (Commonwealth of) (2/19)
Jan. 30 filed $45,000,000 of 15-year 3%% bonds, due 1962L
Underwriter—Morgan Stanley & Co., New York. Price-
By amendment. Proceeds—Proceeds will be used to re¬
deem $44,902,000 of Commonwealth of Australia 41/st%
gold bonds external loan of 1928, due May 1, 1956. In
lieu of cash payment for bonds, the Commonwealth will
accept from the underwriters Commonwealth of Aus^-
tralia 4 y2% gold bonds external loan of 1928, due May !»
1956, with coupons due May 1, 1947 and subsequently, at
1021/4%.

• Bach Industries Co., Inc., Far Rockaway, N. Y.
(2/15)

Feb. 10 (letter of notification) 100 shares of capital stock
(no par). Underwriters—None. Price—$1,000 per share.
Proceeds for working capital.

Bachmann Uxbridge Worsted Corp.
Nov. 27 filed 45,000 shares of 4% preferred stock (pay
$100) and 200,000 shares of common stock (par $1)..
Underwriters—Kidder, Peabody & Co. and Bear, Stearns
& Co. Proceeds—Will go to selling stockholders. Price
by amendment. Offering date indefinite.

• Barcalo Manufacturing Co., Buffalo (2/20)
Feb. 10 (letter of notification) 33,333 shares of common,
stock (par $833). Underwriter — Schoellkopf, Hutton &
Pomeroy, Inc. Stockholders have prior right to sub¬
scribe for the stock. Rights expire/March 10. Price-—
$8.75 per share. Proceeds for general corporate $>ur«-
poses.

Beaunit Mills, Inc., New York
Sept. 27 filed 180,000 shares ($2.50 par) common. Uiidet-
writer — White, Weld & Co., New York. Price — By
amendment. Proceeds—Of the total, 140,000 shares aie*

being sold by St. Regis Paper Co., New York, and the*
remaining 40,000 shares are being sold by I. Rogosixv
President of Beaunit Mills, Inc.

• Beacon Mail Service, Los Angeles
Feb. 6 (letter of notification) 600 shares (no par) com¬
mon, of which 300 shares will be sold to Cloyes D. Burke,
Howard S. Vandeman and George E. Parker, all officers,
at $10 a share. The remaining 300 shares will be dis¬
tributed to the same three officers, in amounts of 100*
shares each, in consideration of transfer of business to
the company. No underwriting. To increase facilities
and for operating expenses.

Berbiglia, Inc., Kansas City, Mo.
Sept. 12 (letter of notification) 41,000 shares of
cumulative convertible $6 par preferred. Offering price^
$6 a share. Underwriter—Estes, Snvder & Co., Topeka, .

(Continued on page 910) j
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NEW ISSUE CALENDAR
(Showing probable date of offering)

February 12, 1947
Miller & Rhoads, Inc Preferred

February 13, 1947
Wheeling & Lake Erie Ry.
Noon (EST) Equip. Trust €tfs.

February 14, 1947
National Shirt Shops of Delaware Common
Upson Co Common

February 15, 1947
Bach Industries Co., Inc Capital Stock
Gennert (G.) Inc Preference and Com.
International Roll Forming Co. Inc Pref. &t Com.
Scenicaire Park, Inc... —Preferred

February 17, 1947
Gordon Foods, Inc Common
H Products Corp Common
Morton Oil Co Common

February 18, 1947
Christina Mines, Inc Common

February 19, 1947
Australia, Commonwealth of Bonds
Deerfield Packing Corp Debs, and Preferred
York Corp. Preferred

February 20, 1947
Barcalo Manufacturing Co Common
Continental-United Industries Inc Common
Hercules Steel Corp Common

February 24, 1947
Montreal, City of Bonds
Southwestern Public Service Co Pref. and Com.

February 27, 1947
United Air Lines, Inc Preferred

March 3, 1947
Book-of-the-Month Club Inc Capital Stock

(Continued from page 909)

Kans. To pay outstanding indebtedness and expenses and
to open five additional stores in Kansas City, Mo. Offer¬
ing postponed indefinitely.

Berkey & Gay Furniture Co., Grand Rapids,
Mich.

Feb. 3 filed 733,375 shares ($1 par) capital stock. Under¬
writing—None. Offering—Company said all of the shares
are issued and outstanding. The purpose of the registra¬
tion statement -is to enable holders to effect sales by
use of the prospectus.
J

. Berkey & Gay said the shares had been sold in 1944
and 1945 to a group of about 50 persons who represented
they were purchasing the shares for investment and not
for distribution.
So far, 231,204 shares have been sold in the open mar¬

ket and the Commission had raised the question as to
whether such sales had the effect of making the entire
offering public. The Commission staff stated that regis¬
tration is required if any of the remaining 733,575 shares
are to be sold. Price—At market. Proceeds—Go to sell¬
ing Stockholders.

Birmingham Gas Co., Birmingham, Ala.
Jan. 15 (letter of notification) 45,509 shares ($2 par)
common. Price—$8 a share. For pro rata subscription
by common stockholders: Southern Natural Gas Co. will
purchase any unsubscribed shares for investment. For
additional working capital.

Blumenthal (Sidney) & Co. Inc., New York
Aug. 30 filed 119,706 shares (no par) common and sub¬
scription warrants relating to 30,000 shares thereof.
Underwriting — None. Proceeds—For reimbursement
of company's treasury for funds expended in re¬
demption of 3,907 shares of 7% cumulative pre¬
ferred on April 1, and for funds deposited in trust for
redemption on Oct. 1 of remaining preferred shares. Al¬
though it was proposed to offer the stock for subscrip¬
tion to stockholders at $10 per share, company on Sept.
20 decided to withhold action at this time.

^ . Book-of-the-Month Club, Inc., N. Y. (3/3-7)
Oct 28 filed 300,000 shares ($1.25 par) capital stock.
Underwriter—Eastman, Dillon & Co., New York. Offer¬
ing—pf the total, the company is selling 100,000 shares
and six stockholders, including Harry Scherman, Presi¬
dent, and Meredith Wood, Vice-President, are selling
the remaining 200,000 shares. Price by amendment.
Proceeds--Company will use its net proceeds for work¬
ing capital to be used for expansion of inventories of
/paper and other; Taw materials and book inventories.
Offering date indefinite.

UNDERWRITERS—DISTRIBUTORS—DEALERS

:l Industrial, Public Utility, Railroad
and Municipal Securities

tp: f-

Hemphill, Noyes Co.
Members New York Stock Exchange

YORK ALBANY CHICAGO INDIANAPOLIS

PHILADELPHIA PITTSBURGH TRENtON WASHINGTON

Boston Store of Chicago, Inc.
Sept. 10 filed 30,000 shares ($50 par) 5% cumulative
preferred and 500,000 shares ($1 par) common. Under¬
writers—Paul H. Davis & Co. and Stroud & Co., Inc.
Offering—Preferred will have non-detachable stock
purchase warrants for purchase of 30,000 shares of com¬
mon stock of the total common, 375,000 shares will be
offered for sale for cash. 30,000 shares are reserved for
Issuance upon exercise of warrants attached to preferred
end 95,000 shares are reserved for issuance upon exer¬
cise of outstanding warrants. Price—By amendment.
Proceeds—Net proceeds, together with other funds, will
be used to pay the company's 2% subordinated note in
the principal amount of $5,268,750 and accrued interest.
Offering date indefinite.

Bowman Gum, Inc., Philadelphia
Sept. 27 filed 268,875 shares ($1 par) common. Under¬
writer—Van Alstyne, Noel & Co., New York. Price—By
amendment. Proceeds—Stock is being sold by share¬
holders who will receive proceeds.

Braunstein (Harry), Inc., Wilmington, Bel.
Sept. 25 filed 12,500 shares ($25 par) 4%% cumulative
convertible preferred stock and 50,000 shares (200 par)
common stock. Underwriter — C. K. Pistell & Co., Inc.,
New York. Price — $25 a share for preferred and $11
a share for common. Proceeds—7,000 preferred shares
are being sold by company, the remaining 5,500 pre¬
ferred shares and all of the common are Keing sold by
present stockholders. Net proceeds to the company, es¬
timated at $147,500, will be used to prepay to the ex¬
tent possible outstanding $149,300 mortgage liabilities.
Offering date indefinite.

Brooklyn (N. Y.) Union Gas Co.
May 3 filed 70,000 shares of cumulative preferred stock
($100 par). Underwriters—To be filed by amendment.
Bids Rejected—Company July 23 rejected two bids re¬

ceived for the stock. Blyth & Co., Inc., and F. S. Mose-
ley & Co. and associates submitted a bid of 100.06 for a
4.30% 'dividend. Harriman Ripley & Co. and Mellon
Securities Corp. bid 100.779 for a 4.40% dividend. In¬
definitely postponed.

California Oregon Power Co.
May 24 filed 312,000 shares of common stock (no par).
Stock will be sold through competitive bidding. Under¬
writers—-Names by amendment. Probable bidders in¬
clude Blyth & Co., Inc.; The First Boston Corp.; Harri¬
man Ripley & Co. Offering—Stock is being sold by
Standard Gas and Electric Co., parent, of California.
Bids Rejected—Standard Gas & Electric Co. rejected
June 25 two bids for the purchase of the stock as un¬
satisfactory. Blyth & Co., Inc., and First Boston Corp.
bid of $28;33 a share, and Harriman Ripley & Co. bid
of $24,031 a share. Stock will again be put up for sale
when market conditions improve.

Carscor Porcupine Gold Mines, Ltd., el Toronto,
Ontario

June 24 filed 400,000 shares of common stock. Under¬
writer—No underwriters. Offering—To the public at
$1 a share in Canadian funds. Proceeds—For a variety
of purposes in connection with exploration, sinking of
shafts, diamond drilling and working capital.

Central Soya Co., Inc., Fort Wayne, Ind.
Aug. 21 filed 90,000 shares (no par) common. Under¬
writer—None. Offering—Common shares initially will
be offered for subscription to common stockholders at
rate of one share for each 7J/3 shares held. Unsubscribed
shares will be sold to underwriters. Price by amend¬
ment. Proceeds—Working capital, etc. Offering indefin¬
itely postponed.

• Champay Co. of St. Louis, Mo.
Feb. 5 (letter of notification) 25,000 shares of 27-cent
dividend participating cumulative preferred ($1 par)
and 25,000 shares (500 par) common. Price—$5.50 per
unit, consisting of one share of preferred and one share
of common. Underwriter—White & Co., St. Louis.
Proceeds—For purchase of assets of Shamrock Bottling
Company.

• Cincinnati Economy Drug Co., Cincinnati, Ohio
Feb. 3 (letter of notification) 24,000 shares ($10 par)
common. Price—$12.50 a share. No underwriting. For
reduction or retirement of bank loans and for additional
working capital.

• Clarke-Black Mines & Metals, Inc., Idaho Falls,
Idaho

Feb. 3 (letter of notification) 250;000 shares ($1 par)
capital stock. Price—$1 a share. No underwriting. For
development and operation purposes.

Colonial Aminos, Inc., New York
Oct. 25 filed 150,000 shares ($1 par) capital stock. Under¬
writer—Auehincloss, Parker & Redpath, Washington,
D. C. and Hornblower and Weeks, New York. Price by'
amendment. Proceeds—Net proceedswill be used to pay
off a $550,000 loan to the Continental Bank & Trust Co.
of New York; purchase equipment and development ex¬
penses of Bermuda route. The balancewillbe used to in¬
crease working capital.

Columbia Aircraft Products Inc.

June 26 filed 150,000 shares ($4 par) 30c cumulative
convertible preferred stock, convertible into common;
Stock in the ratio initially of 1% shares of common for
each share of preferred. Underwriter—Floyd D. Cerf
Co., Inc., Chicago. Offering—Company offered 59,585%
Shares for subscription to present common stockholders
of record Aug. 6 at $4.50 a share in the ratio of one share
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of preferred for each share of common held. Rights
expired Aug. 20. Stockholders subscribed for 735 shares.
The offering to common stockholders excluded the two
principal stockholders who waived their rights to sub¬
scribe. The remaining 90,414% shares and 58,850%
shares not subscribed to by common stockholders will
be offered to the public through underwriters. Price—$5
a share. Proceeds—Approximately $50,000 for payment
of Federal taxes; $250,000 for payment of Lincoln-RFC
loan; $50,000 as a loan to Palmer Brothers Engines, Inc.,
a subsidiary; balance for purchase of machinery and
equipment and working capital.

Commonwealth Telephone Co., Madison, Wis.
Sept. 23 filed 16,071 shares ($100 par) $4 cumulative
preferred. Underwriters — Paine, Webber, Jackson &
Curtis and Stone & Webster Securities Corp. Offering—
Shares will be offered for exchange for $5 cumulative
preferred, on a share for share basis, plus cash adjust¬
ment. Shares not exchanged will be sold to underwriters.
Price by amendment. Proceeds—To redeem at $110 a
share, plus divs., all unexchanged old shares.

Continental Car-na-var Corp.

Nov. 4 (letter of notification) 132,500 shares ($1 par)
common and 35,000 warrants for purchase of common
one year after present public offering. Price—$2 a com¬
mon share, one cent a warrant. Underwriter—L. D.
Sherman & Co., New York. For working capital.

Continental-United Industries Co., Inc.
(2/20-21)

Aug. 2 filed 150,000 shares ($1 par) common. Under¬
writers—Aronson, Hall & Co. Price $8.25 per share.
Proceeds—To repay demand loans and for general funds.
(Originally company filed for 80,000 preferred shares
par $25 and 350,000 common shares.)
• Cooperative P & C Family Foods Inc., Ithaca,

N. Y.

Feb. 6 (letter of notification) 1,000 shares of preferred
stock (par $100). Underwriters—None. Price—$100.
Construction and acquisition of new facilities, etc.

• Copper Canyon Mining Co., New York
Feb. '6 (letter of notification) 500,000 shares (10c. par)
common. Price—50 cents a share. Of the total, 395,000
shares will be sold directly to the public and 105,000
shares will be sold to L. D. Sherman & Co.; Birnbaum
& Co., and George A. Rogers, all of New York; and
Jackson & Smith, Gastonia, N. C., who will reoffer them
to the public at prices to be supplied by a supplemental
letter. For mining development.

Crawford Clothes, Inc., L. I. City, N. Y.
Aug. 9 filed 300,000 shares ($5 par) common stock.
Underwriters—First Boston Corp., New York. Price by
amendment. Proceeds—Go to Joseph Levy, President,
selling stockholders. Offering date indefinite.

Christina Mines, Inc., New York (2/18)
Dec. 9 (letter of notification) 270,000 shares of common
stock (par $1). Underwriter—Newkirk & Banks, Inc.
Price—$1 per share. Proceeds—Property improvements,
exploration, purchase of machinery, working capital, etc.

Crown Capital Corp., Wilmington, Del.
Jan. 22 filed 250,000 shares ($1 par) class A common.
Underwriter—Hodson & Co. Inc., New York, will act as
selling agent. Price—By amendment. Proceeds—Net pro¬
ceeds will be used as capital for company's subsidiaries
engaged in the small loan or personal finance business.

Cyprus Mines, Ltd., Montreal, Canada
May 31 filed 500,000 shares of common stock (par $1).
Underwriters—Sabiston-Hughes, Ltd., Toronto. Offer¬
ing—Shares will be offered to the public at 75 cents •
share. Proceeds—Net proceeds, estimated at $300,000,
will be used for mining operations.

Deerfield Packing Corp., Bridgeton, N. J.
(2/19)

Jan. 29 filed $2,500,000 3%% sinking fund debentures,
due 1962, and 3,750 shares ($100 par) 4%% cumulative
preferred stock. Underwriters—Central Republic Co.
(Inc.), and A. C. Allyn & Co., Inc., Chicago, and E. H.
Rollins & Sons Inc., New York. Price—By amendment.
Proceeds—Company will receive proceeds from the sale
of the debentures and 2,000 shares of preferred stock.
The remaining 1,750 shares of preferred are being sold
by a stockholder. Company will use its proceeds to
redeem its outstanding first mortgage 4% sinking fund
bonds due 1956 and apply any balance to general cor¬
porate funds.

Detroit Typesetting Co., Detroit, Mich.
Sept. 25 filed 70,920 shares ($1 par) common. Under¬
writer — C. G. McDonald & Go., Detroit. Price — $5.50
a share. Proceeds — Stock is being sold by six share¬
holders who will receive proceeds.
Boston. For working capital.

• Diamonds & Metals Exploration Co., Inc.,
Seattle, Wash.

Feb. 3 (letter of notification) 42,100 shares (200 par)
common and 210,500 shares ($1 par) preferred. Price—
$5.20 per unit consisting of five shares of preferred and
one share of common. No underwriting. For develop¬
ment of mining properties.

• East Coast Realty, Inc., New York
Feb. 4 (letter of notification) 500 shares ($100 par) 7%
cumulative preferred and 2,000 shares (no par) com¬
mon. Price—$100 per unit. No underwriting. To pur-
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Edelbrew Brewery, Inc., Brooklyn, N. Y.
Dec. 31 filed 5,000 shares ($100 par) 5% non-cumulative
preferred. Underwriters—None. Offering—To be offered
at par to customers, officers and employees of the com¬
pany. Proceeds — For corporated purposes including
modernization and improvement of the manufacturing
plant and machinery and equipment.

Edwards Brothers, Inc., Ann Arbor, Mich.
Jan. 21 (letter of notification) 20,000 shares of 5Y2%
cumulative convertible preferred. Price—$10 a share.
Stock not underwritten but to be sold through Watling,
Lerchen & Co., Detroit. Of the total the company will
receive proceeds from 12,739 shares and J. W. Edwards,
an officer of the company, and family will receive pro¬
ceeds from 7,261 shares. The company will use its pro¬
ceeds for additional working capital.

Empire Millwork Corp., New York
Aug. 28 filed 50,000 shares of $1.25 cumulative converti¬
ble preferred stock, (par $25) and 150,000 shares oi
common stock (par $1). Underwriters—Van Alstyne,
Noel & Co. Proceeds—Corporation will receive the pro¬
ceeds from the issuance of 50,000 shares of the common
stock which will be used to increase productive capacity,
add new lines of products and expand the business. The
remaining 100,000 shares of common stock and the pre¬
ferred shares will be sold by present stockholders.

Falk Mercantile Co., Ltd., Boise, Ida.
Oct. 21 (letter of notification) 3,000 shares of 4%% pre¬
ferred ($100 par). Price—$100 a share. Underwriter—
Richard Meade Dunlevy Childs, Boise, Idaho. Proceeds
to retire debentures and for expansion purposes.

Farquhar (A. B.) Co., York, Pa.
Sept. 26 filed 30,000 shares ($25 par) cumulative con¬
vertible preferred; 45,000 shares ($5 par) common; and
an unspecified number of common shares to permit con¬
version of the preferred. Underwriter—Stroud & Co.,
Inc., Philadelphia. Price—By amendment. Proceeds —

Proceeds will be used to redeem $355,350 4%% sinking
fund mortgage bonds, due Aug. 1, 1957, to pay off
certain contracts and chattel mortgages of $72,000 and
$800,000 to reduce principal on outstanding bank loans.

Films Inc., New York
June 25, filed 100,000 shares ($5 par) class A stock and
300,000 shares (10 cent par) common stock, of which
200,000 shares reserved for conversion of class A. Each
share of class A stock is initially convertible into 2
shares of common stock. Underwriters—Herrick, Wad-
dell & Co., Inc., New York. Offering—To be offered
publicly at $8.10 a unit consisting of one share of class A
stock and one share of common stock. Proceeds—$201,-
000 for retirement of 2,010 shares ($100 par) preferred
stock at $100 a share; remaining proceeds, together with
other funds, will be used for production of educational

Food Fair Stores, Inc., Philadelphia
Aug. 5 filed 60,000 shares ($15 par) cumulative preferred
stock. Underwriters—Eastman, Dillon & Co. Price by
amendment. Proceeds—To be used to redeem 15-year
3Vz% sinking fund debentures, due 1959; and $2.50 cum¬
ulative preferred at $53 a share. Balance will be added
to working capital. Temporarily postponed.

Foreman Fabrics Corp., New York
July 29 filed 110,000 shares ($1 par) common stock, all
outstanding. Underwriters—Cohu & Torrey. Price by
amendment.

Fresh Dry Foods, Inc., Columbia, S. C.
Aug. 30 filed 450,000 shares (100 par) common. Under¬
writer—Newkirk & Banks, Inc. Offering—Of the total
company is selling 350,000 shares and two stockholders,
Roland E. Fulmer and Louis H. Newkirk, Jr., are selling
the remaining 100,000 shares. Price—$6 a share. Proceeds
—For purchase of sweet potatoes, plant expansion, addi¬
tional storage facilities, research and development work
and working capital. Offering date indefinite.

• Front Range Oil & Drilling Co., Denver, Colo.
Feb. 5 (letter of notification) 100,000 shares (5c. par)
capital stock, to be sold at 5 cents a share and 100,000
shares as bonus donated by Harry J. Newton, President.
A bonus of one share will be made with each share sold.
No underwriting. For expenses and requirements of com¬
pany's property interests.

• Geauga Industries Co., Middlefield, Ohio
j Feb. 6 (letter of notification) 750 shares ($50 par) 5%

cumulative preferred and 400 shares ($10 par) common.
Price, $50 a share each. No underwriters. For expan¬
sion program.

• Gennert (G.) Inc., New York (2/15)
Feb. 5 (letter of notification) 2,500 shares ($100 par)
preferred and 1,250 shares ($1 par) class A common.
Price—$100 a preferred share and $1 a common share.
No underwriting. For expension of operations.

Glencair Mining Co. Ltd., Toronto, Can.
Oct. 2 filed 300,000 shares ($1 par) stock. Underwriter—
Mark Daniels & Co., Toronto. Price—40 cents a share
(Canadian Funds). Proceeds—For mine development.

Glensder Textile Corp., New York
Aug. 28 filed 355,000 shares ($1 par) common, of which
55,000 shares are reserved for issuance upon the exer¬
cise of stock purchase warrants. Underwriter— Van
Alstyne, Noel & Co. Offering—The 300,000 shares are
issued and outstanding and being sold for the account

of certain stockholders. Company has also issued 55,000
stock purchase warrants to the selling stockholders at
10 cents a share entitling them to purchase up to Aug. 1,
1949, common stock of the company at $11 a share. Price
by amendment. Offering temporarily postponed.

Glen Industries Inc., Milwaukee, Wis.
July 31 filed 50,000 shares of $1.25 cumulative converti¬
ble preferred stock series A ($20 par) and 150,000 shares
(10c par) common, all issued and outstanding and being
sold by eight selling stockholders. Underwriters—Van
Alstyne Noel & Co. Price by amendment. Proceeds—
To selling stockholders. Offering temporarily postponed.

Gordon Foods, Inc., Atlanta, Ga. (2/17-21)
Jan. 14 filed 150,000 Shares ($1 par) common. Under¬
writers—Johnston, Lemon & Co., Washington, D. C.,
and Allen & Co., New York, are principal underwriters.
Offering—Company will offer 125,000 shares to the pub¬
lic at $6 a share and the remaining 25,000 shares will be
sold to the principal underwriters, 19,000 shares to John¬
ston Lemon & Co. and 6,000 shares to Allen & Co., for
investment at $5 a share. Proceeds—Company will apply
$350,000 of the net proceeds to purchase the Driscoll
Food Products, Cincinnati, Q., from its co-partners, John
J. Driscoir and Clarence H. Wolfe, and approximately
$400,000 to finance an expansion program of its new

Louisville, Ky., plant.

• Great Western Oil €e., Denver, Colo.
Feb. 4 (letter of notification) 10,000 shares of common.
Price—$10 a share. Underwriters—James Thomas Chiles,
Denver. For development of oil and gas wells and other
expenses.

Griggs, Cooper & Co., St. Paul, Minn.
Sept. 3 (letter of notification) 12,000 shares ($1 par)
common. Underwriters—Kalman & Co., Inc., St. Paul.
Price—$25 a share. Proceeds — For improvement and
modernization program. Offering indefinitely postponed.

Grolier Society, Inc., New York
July 29 filed 18,500 shares at $4.25 cumulative preferred
stock ($100 par), with non-detachable common stock
purchase warrants entitling registered holders of shares
of the $4.25 preferred to purchase at any time 64,750
shares of common stock at $16 a share at the ratio of 3%
common shares for each preferred share held; and 120,-
000 shares of $1 par common stock. Underwriters—H,
M. Byllesby and Co., Inc. Offering—Underwriters to
purchase from the company 18,500 shares of preferred
and 20,000 shares of common; and from Fred P. Murphy
and J. C. Graham, Jr., 100,000 shares of issued and out¬
standing common. Prices, preferred $100 a share; com¬
mon $14 a share. Proceeds—To retire $6 cumulative
preferred, pay notes, discharge a loan. Indefinitely post¬
poned.

Gulf States Utilities Co., Baton Rouge, La.
Jan. 20 filed 1,909,968 shares (no par) common. Under¬
writer—None. Offering—The shares will be offered for
subscription to common stockholders of Gulf States'
parent, Engineers Public Service Co., New York. The
subscription basis will be one share of Gulf States stock
for each share of Engineers common held. Price—$11.50
a share. Proceeds—Purpose of offering is to carry out
a provision of dissolution plan of Engineers approved by
the Commission.

• H Products Corp., New York (2/17)
Feb. 10 (letter of notification) 490,000 shares of common
stock (no par). Underwriters—None. Price—$25 per
share. To expand present business.

Hammond Instrument Co., Chicago
Aug. 8 filed 80,000 shares ($1 par) common. Under¬
writer: Paul H. Davies & Co., Chicago. Price by amend¬
ment. Proceeds—Net proceeds will be used to rddeem
Its outstanding 6% cumulative preferred stock at an
estimated cost of $213,258, exclusive of accrued divi¬
dends. It also will use approximately $402,000 toward
the purchase of a manufacturing plant in Chicago; bal¬
ance for working capital. Offering date indefinite.

Hartfield Stores, Inc., Los Angeles
June 27 filed 100,000 shares ($1 par) common stock.
Underwriters—Van Alstyne, Noel & Co., New York, and
Johnston, Lemon & Co., Washington, D. C. Offering—
To be offered to the public at $8 a share. Proceeds-
Company is selling 60,000 shares and stockholders are

selling 40,000 shares. The company will use its proceeds
to pay the costs of opening additional stores and to ex¬
pand merchandise in its existing stores. Offering tem¬
porarily postponed.

• Haskfns (R. G.) Co., Chicago, III.
Feb. 3 (letter of negotiation) 1,500 shares ($100 par)
common. Price—$100 a share. No underwriting. For
working capital.

Hathaway Bakeries, Inc., Cambridge, Mass.
Jan. 15 filed 120,020 shares ($1 par) common. Under¬
writers—James S. Borck, Bridgeport, Conn.; George E.
Drake, Pittsburgh, Pa.; William E. Stanwood, Boston;
and Seaboard Allied Milling Corp., also of Boston. Offer¬
ing—Of the total, the company will offer 45,020 shares
to officers and employees of the company for subscrip¬
tion at $8.50 a share. The balance of 75,000 shares will
be offered for subscription at $8.50 a share to common
stockholders On the basis of one-fourth of a new com¬

mon share for each share held and to holders of certifi¬
cates for preferred, Class A and Class B stocks on the
basis of one-fourth of a new common share for each
common share into which their shares has been changed.

The subscription offer will expire Feb. 28. Unsubscribed
shares will be sold to underwriters at $8 a share. The
company said the Underwriters do not presently intendto make a public offering of the shares at this time but /that when they are so offered they will be sold at the /
market price. The underwriting discount is 50 cents a'f
share. Proceeds—Proceeds will be used to pay a portionof the costs of constructing new bakeries in Boston,
Worcester, Mass.; Cohoes, N. Y.; and Providence, R. I.

Health Institute, Inc., Hot Springs, N. A/lex.
Dec. 16 filed 50,000 shares ($10 par) 5Vz% cumulative
prior preferred and 40,000 shares ($10 par) common.
Underwriting—None. Offering—All preferred and com¬
mon will be offered publicly. Price—$10.15 a pre¬
ferred share and $10 a common share. Proceeds—Pro¬
ceeds will be used to build and equip hotel and health
facilities and to acquire a mineral water supply. : i

Hercules Steel Products Corp., N. Y. (2/20)]
Jan. 16 filed 180,000 shares (10c par) common. Under¬
writer—Dempsey & Co., Chicago. Price by amendment.
Proceeds—Net proceeds together with a $650,000 bank
loan will be used to repay indebtedness to the Marine
Midland Trust Co., New York.

Hy-Grade Supply Co., Oklahoma City
Dec. 3 (leter of notification) 54,350 shares of cum. conv.
preferred and 50,000 common stock purchase warrants.
Price—$5.50 a preferred share and 2 cents a warrant.
Underwriter—Amos Treat & Co,, New York. It is ex*
pected that a full registration will be filed later with the
SEC.

Illinois Power Co., Decatur, III.
June 17, filed 200,000 shares ($50 par) cumulative pre¬
ferred stock and 966,870 shares (no par) common stock.
Underwriters—By competitive bidding. Probable bid¬
ders include Blyth & Co., Inc.; The First Boston Corp.;
W. E. Hutton & Co. Proceeds—Net proceeds from the
sale of preferred will be used to reimburse the com*
pany's treasury for construction expenditures. Net pro¬
ceeds from the sale of common will be applied for re¬
demption of 5% cumulative convertible preferred stock
not converted into common prior to the redemption
date. The balance will be added to treasury funds.
Company has asked the SEC to defer action on its fi¬
nancing program because of present market conditions.

International Dress Co., Inc., New York
Aug. 28 filed 140,000 shares of common stock (par $1).
Underwriter—Otis & Co. Offering—Price $10 per share.
Proceeds—Selling stockholders will receive proceeds.
Offering date indefinite. <

• International Roll Forming Co., Inc. (2/15)
Feb. 7 (letter of notification) 10,000 shares of 4Vz^o
cumulative preferred (non-voting) stock (par $10) and
80,000 shares of common stock (no par). Gordon Se¬
curities, Inc., New York (although not technically an
underwriter) will assist in distribution of securities.
Price—Preferred, $10; common, 5 cents. Each purchaser
of one preferred share shall have right to purchase two
common shares. Proceeds for purpose of purchasing
materials, renting factory and office space, etc.

• Johnson (Walter H.) Candy Co., Chicago
Feb. 6 (letter of notification) 70,000 shares ($1 par)
common, to be offered to present shareholders at $4.25
a share. Unsubscribed shares will be offered to a limited
group. No underwriting. To reimburse company for cost
of plant construction.

Kingan & Co., Inc., Indianapolis, Ind.
Jan. 24 filed 6,564 shares ($100 par) 4% cumulative pre-,
ferred and 174,625 shares ($10 par) common. Under¬
writer by amendment. Price by amendment. Proceeds
—All of the securities are being offered by stockholders
who will receive proceeds.

• Livingston Mines, Inc., Seattle, Wash.
Feb. 3 (letter of notification) 294,675 shares (5c par)
common. Price, 20 cents a share. Underwriters—Lobe,
Inc., and Alfred Lind, both of Seattle. For mine acquisi¬
tion and development.

• Louis Allis Co., Milwaukee, Wis.
Feb. 10 filed 25,000 shares ($10 par) common being sold
by the company and an unspecified number of shares
of the same stock to be sold by stockholders. Under*
writer—The Wisconsin Co., Milwaukee. Offering—Com¬
pany will offer its shares for subscription to common
stockholders. The shares being sold by stockholders as
well as unsubscribed shares of the company will be pur¬
chased by underwriter. Price—By amendment. Proceeds
—Net proceeds to company will be added to working
capital, some of which may be used to finance its pro¬
gram for expansion of manufacturing facilities. Business
—Manufacturing electric motors and generators of the
industrial type.

• Macco Corp., Clearwater, Calif.
Feb. 3 (letter of notification) 750 shares ($1 par) capital
stock. To be sold on behalf of Thomas W. Selser, a

director, to Dean Witter & Co. at $18 a share to cover
short account for sales previously made to public.
Proceeds—Go to the selling stockholder.

Mada Yellowknlfe Gold Mines, Ltd., Toronto
June 7 filed 250,000 shares of capital stock (par 40c).
Undewriters—Mark Daniels & Co. Offering—Stock will
be offered publicly in the U. S. at 40c a share (Cana¬
dian money). Proceeds—Proceeds, estimated at $75,000,
will be used in operation of the company.

(Continued on page 912) ;, T •
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(Continued from page 911)

Maine Public Service Co., Preque Isle, Me.
June 25 filed 150,000 shares ($10 par) capital stock.
Underwriter!!*—To be determined through competitive
bidding. Probable bidders include The First Boston
Corp.; Kidder, Peabody & Co., and Blyth & Co., Inc.
(jointly); Harriman Ripley & Co; Coffin & Burr and
Merrill Lynch, Pierce, Fenner & Beane. Proceeds—The
shares are being sold by Consolidated Electric and Gas
Co., parent of Maine Public Service, in compliance with
geographic integration provisions of the Public Utility
Holding Company Act.

• National Shirt Shops of Delaware, Ind. (2/14)
Feb. 7 (letter of notification) 4,000 shares of common
stock. Underwriters—Blair F. Claybaugh & Co., New
York; Faroll & Co., Chicago; Buckley Brothers, Phila¬
delphia, and Kitchen & Co., Chicago. Price—$10.50 per
share. Proceeds to selling stockholders.

National Tank Co., Tulsa, Okla.
Jan. 27 filed 139,700 shares ($1 par) common. Under¬
writer—Paul H. Davis & Co., Chicago. Price—By amend¬
ment. Proceeds—The shares are being sold by Jay P.
Walker, President, who will receive proceeds.

• Pacific Coast Vineyard Development Corp., San
Francisco

Feb. 6 (letter of notification) 25,000 shares ($10 par)
capital stock, to be offered publicly at $10 a share and
25,000 shares to be issued to Henri B. Lanson, President,
in partial consideration for promotional services. No
underwriting. For purchases of winery and other ex¬
penses.

Pacific Power & Light Co., Portland, Ore.
July 10 filed 100,000 shares ($100 par) preferred, stock.
Underwriters—By amendment. Probable bidders include
Blyth & Co., Inc., White, Weld & Co. and Smith, Barney &
Co. (jointly); The First Boston Corp., W. C. Langley & Co.;
Harriman Ripley & Co. Offering—Company proposes to
issue the 100,000 shares of new preferred for the pur¬
pose of refinancing at a lower dividend rate the 67,009
outstanding preferred shares of Pacific and the 47,806
preferred shares of Northern Electric Co., in connection
with the proposed merger of Northwestern into Pacific.
In connection with the merger, the outstanding preferred
stocks of Pacific and Northwestern will be exchanged
share for share, with cash adjustments, for the new pre¬
ferred stock of Pacific, the surviving corporation. Offer¬
ing price—To be supplied by amendment.

Pal Blade Co., Inc., New York
June 28, 1946 filed 227,500 shares ($1 par) capital stock.
Underwriters— F. Eberstadt & Co., Inc. Offering—

225,000 shares are outstanding and are being sold by 10
stockholders, and 2,500 shares are being sold by A. L.
Marlman to all salaried employees. Issue may be with¬
drawn.

Palmetto Fibre Corp., Washington, D. C.
August 16 filed 4,000,000 shares (100 par) preference
stock. Price—50 cents a share. Proceeds—The com¬
pany will use estimated net proceeds of $1,473,000 for
purchase of a new factory near Punta Gorda, Fla., at
a cost of about $951,928. It will set aside $150,000 for
research and development purposes and the balance will
be used as operating capital. Underwriter—Tellier <&
Co. withdrew as underwriters.

Peninsular Oil Corp., Ltd., Montreal, Canada
Sept. 3 filed 600,000 shares of common (par $1). Under¬
writer—Sabiston Hughes, Ltd., Toronto, Canada. Price—
60 cents a share. Proceeds—Net proceeds will be used to
purchase drilling machinery and other equipment.

Petroleum Heat & Power Co., Stamford, Conn.
Dec. 30 filed 912,464 shares ($2 par) common. Under¬
writers—None. Offering—Shares will be offered in ex¬
change for entire outstanding capital stock of Taylor Re¬
fining Co., consisting of 8,946 shares (no par) common
with an underlying book value of $2,458,224 as of last
Sept. 30. At a meeting of stockholders, Dec. 23 company
authorized an increase in common stock from 1,000,000
to 2,000,000 shares and also authorized the issuance of the
present offering in exchange for the Taylor stock. Ap¬
proximately 70.9% of the common stock is held under
a voting trust agreement of Aug. 15, 1945, which it is
expected will be terminated upon the acquisition of the
Taylor stock.

Pharis Tire & Rubber Co., Newark, O.
Sept. 27 filed 100,000 shares ($20 par) cumulative con¬
vertible preferred. Underwriter—Van Alstyne, Noel &
Co. and G. L. Ohrstrom & Co., New York. Price—$20 a
share. Proceeds—For payment of loans and to replace
working capital expended in purchase of building from
RFC and to complete construction of a building.

Pig'n Whistle Corp., San Francisco
Dec. 26 filed 50,000 shares (par $7.50) cumulative con¬
vertible prior preferred $2 dividend stock. Underwriter '
—G. Brashears & Co., Los Angeles. Price by amend¬
ment. Proceeds—23,481 shares are being issued by com¬
pany and proceeds will be used in connection with recent
purchase of four Chi Chi restaurants and cocktail
lounges in Long Beach, Riverside, Palm Springs and San j
Diego and for working capital.

• Plasticbilt Corp., Paris Station, S. C.
Feb. 4 (letter of notification) 63,500 shares (no par)
common. Price—$2 a share. Underwriters—McAlister,
Smith & Pate, Inc., and W. F. Coley & Co., Inc., both of
Greenville, S. C. Proceeds—For payment of outstanding
bank loans and real estate mortgage; erection of new
plant, purchase of machinery and for increased working
capital.

• Puritan Fund, Inc., Boston, Mass.
Feb. 3 filed 300,000 shares of capital stock (par $1).
Underwriters—Paul H. Davis & Co. and The Crosby
Corp. Price at. market. The fund is registered under
the Investment Company Act of 1940 as an open-end
diversified investment company of the management
type. Proceeds—For investment.

Quebec Gold Rocks Exploration Ltd., Montreal
Nov. 13 filed 100,000 shares (500 par) capital stock,
Underwriter—Robert B. Soden, Montreal, director ol
company. Price—500 a share. Proceeds—For explora¬
tion and development of mining property.

Realmont Red Lake Gold Mines, Ltd., Toronto,
Canada

Nov. 20 filed 800,000 shares of common stock ($1 par)*
Offering Price—$0.60 a share to public. Company has
not entered into any underwriting contract. Proceeds-
Development of mining properties and exploration^work.

a McQuay Inc., Minneapolis, Minn.
Feb. 6 (letter of notification) 1,770 shares ($1 par) com¬
mon and an option covering 500 shares of the same
stock. Roy J. Resch, President of the company, and
George Kelting, Vice-President, desire to sell 770 shares
and 1,000 shares, respectively, of the common stock to
Loewi & Co., Milwaukee, at $6.25 a share. E. H. Seelert,
Secretary-Treasurer, desires to grant an option to Kelt¬
ing for $1 whereby seller will agree to sell to Kelting
at any time within a year all or any part of 500 shares
of the common at $6.25 a share. No underwriting. Pro¬
ceeds go to the selling stockholders.

Michigan Gas & Elec. Co., Ashland, Wis.
June 24 filed $3,500,000 of series A first mortgage bonds,
due 1976; 14,0UU shares ($100 par) cumulative preferred
e*tock and 120,000 shares ($10 par) common stocx. Un¬
derwriters—To be determined by competitive bidding.
/Probable bidders include Blyth & Co., Inc.; Kidder, Pea-
Ibody & Co.; The First Boston Corp.; Harris, Hall & Co.
(Inc.); Merrill Lynch, Pierce, Fenner & Beane, and Ira
Haupt & Co. Offering—New preferred will be offered
on a share for share exchange basis to holders of its
outstanding 7% prior lien, $6 no-par prior lien, 8%
preferred and $6 (no par) preferred. Of the common
atock being registered, company is selling 40,000 shares,
Middle West is selling 57,226 shares and Halsey, Stuart
<& Co. Inc., New York, is selling 22,774 shares. Proceeds
—Michigan will use net proceeds from bonds to redeem
$3,500,000 3%% series A first mortgage bonds, due 1972,
at 106.75 and interest. Net proceeds from sale of com¬
mon and from shares of new preferred not issued in ex¬

change will be used to redeem $375,000 3^% serial de¬
bentures, due 1951, at 101.2 and interest. It also will
redeem at 105 and accrued dividends all unexchanged
shares of prior lien and preferred stocks.

Miller & Rhoads, Inc., Richmond (2/12-13)
Jan. 22 filed 30,000 shares ($100 par) cumulative pre¬
ferred stock. Underwriters—Scott & Stringfellow and
Galleher & Co., Inc., Richmond, Va. Price by amend¬
ment. Proceeds—Net proceeds, together with a $2,500,-
000 loan, will be used to retire $1,387,750 of mortgage
indebtedness and the balance to reduce temporary bank
loans of $4,375,000. Business—Department store.

• Montreal, City of, Canada (2/24)
Feb. 5 filed $77,811,000 (U.S. currency) refunding issue
debentures, due serially on Oct. 15 of each year from
1947- to 1967. Underwriter—The First Boston Corp.,
New York. Offering—At the same time the debentures
are .offered for sale in the United States, the city will
sell internally in Canada $31,948,000 of principal amount
of new'debentures payable id Canadian currency. These
debentures will mature at various times from 1955 to

1973, inclusive, and will bear interest at rates from
2Vz to 3%. Price by amendment. Proceeds— Proceeds
from the sale of both issues, together with additional
funds to be supplied by the City, will be applied to the
redemption on May 1, 1947, of $78,036,213 of outstand¬
ing debentures, payable in U.S. currency, and of $26,-
805,500 of debentures payable in Canadian currency.

Including accrued interest, the redemption prices will
amount to $84,573,250 and $27,399,710, respectively.
Business—Operation of city government.

Morton Oil Co., Casper, Wyo. (2/17)
Jan. 17 (letter of notification) 750,000 shares (10c par)
common. Price—25 cents a share. Underwriter—John
G. Perry & Co., Denver, Colo. For development of oil
wells and for working capital.

Mountain States Power Co.

June 6 filed 140,614 shares of common stock (no par).
Underwriters—To be determined by competitive bidding.
Probable bidders include Blyth & Co., Inc.; Kuhn, Loeb
& Co. and Smith Barney & Co. (jointly); Harriman,
Ripley & Co.; The First Boston Corp. Offering—Shares,
are owned by Standard Gas & Electric Co. and con¬

stitute 56.39% of the company's outstanding common.
Sale Postponed—Standard Gas & Electric Co asked for
bids for the purchase of the stock on Sept. 4, but the
sale has been temporarily postponed.

Murphy (G. C.) Co., McKeesport, Pa.
June 13 filed 250,000 shares of common stock (par $1).
Underwriter—Smith, Barney & Co. Price by amend¬

ment^ Proceeds—Redemption of outstanding 4%% pre¬
ferred stock at $109 a share plus dividends. Indefinitely
postponed.

National Aluminate Corp., Chicago
Sept. 27 filed an unspecified number ($2.50 par) com¬
mon shares. Underwriters—First Boston Corp., NewYork,
and Lee Higginson Corp., Chicago. Price—By amend¬
ment. Proceeds—The stock is issued and outstanding and
is being sold by shareholders. Names of the selling
stockholders and the number of shares to be sold by each
will be supplied by amendment. ' '

Newburgh Steel Co., Inc., Detroit
Aug. 2 filed 30,000 shares of 6% cumulative convertible
preferred stock (par $10), and 30,000 common shares
($1 par). Underwriter—Charles E. Bailey & Co., De¬
troit. Shares are issued and outstanding and are being
sold by Maurice Cohen and Samuel Friedman, President
and Secretary-Treasurer, respectively, each selling
15,000 shares of preferred and 15,000 shares of common.
Price—$10 a share for the preferred and $6 a share for
the common. $204,047 of the proceeds shall be paid to
the company to discharge their indebtedness to it.

New England Gas and Electric Association
July 11 filed $22,500,000 20-year collateral trust sinking
fund Series A bonds, and a maximum of 1,568,980 com¬
mon shares ($5 par). Underwriters—By amendment.
Bidders may include Halsey, Stuart & Co. Inc. (bonds
only), Bear, Stearns & Co. (stock only), First Boston
Corp.,White,Weld&Co.-Kidder, Peabody & Co. (jointly).
Offering—Bonds and common stock are being offered in
connection with a compromise recapitalization plan
approved by the SEC, on June 24, 1946, which among
other things provides for the elimination of ail out¬
standing debentures and preferred and common stocks,
and for the issuance of $22,500,000 of bonds and 2,300,000
of new common shares. Bids for the purchase of the
bonds and the common stock which were to be received

by the company Aug. 13 were withdrawn Aug. 12.
An alternate plan filed Nov. 25 with the SEC provides
for the issue of 77,625 convertible preferred shares (par
$100) and 1,246,011 common shares (par $8). Under the
proposed plan consolidated funded debt would be prac¬

tically unchanged from that provided in original plan,
the Association to issue $22,425,000 coll. trust bonds.
These bonds and preferred stock may be sold, subject
to an exchange offer, to the holders of present deben¬
tures on a par for par basis. Present preferred would
receive for each share held 8 shares of new common with

rights to subscribe to 5 new common shares at $9 per
share. The present plan does not affect the status of
original plan, but determination as to which will be used
will be left to the SEC and the court. On Feb. 5 the
Association amended its alternate plan. The changes
limit the issuance of common stock to 1,850,000 shares,
provide for the interest rate on the new bonds to be set
by competitive bidding, clarify the terms under which
the disposition of claims is to be carried out and make
other alterations concerning the interest payments
thereon.

Northern Engraving & Mfg. Co., La Crosse, Wis.
Aug. 29 filed 70,000 shares ($2 par) common stock.
Underwriter—Cruttenden & Co. Offering—Ail shares
are issued and outstanding and being sold for the account
of present holders. Price—$16 a share. Proceeds—To
selling stockholders. Offering temporarily delayed.

Northern Indiana Public Service Co.

Aug. 28 filed maximum of 384,016 shares of common
stock. Underwriters by amendment as shares will be
offered under competitive bidding. Probable bidders in¬
clude Blyth & Co., Inc.; The First Boston Corp.; Stone
& Webster Securities Corp., and Harriman Ripley &
Co., Inc. (jointly). Of the shares registered, 182,667 are
being sold by Midland Realization Co.; 54,426 by Mid¬
land Utilities Co., and 146,923 by Middle West Corp.

Nugent's National Stores, Inc., New York
June 21 filed 85,000 shares ($1 par) common stock
Underwriters—Newburger & Hano, and Kobbe, Gearharl
& Co., Inc. Price, $6.75 a share. Proceeds—Net pro¬
ceeds to the company from 62,000 shares, estimated at
$350,200, will be applied as follows: About $111,300 foi
retirement of outstanding preferred stock; $41,649 to
purchase 100% of the stock of two affiliates, and bal¬
ance $197,000 for other corporate purposes. The pro¬
ceeds from the other 3,000 shares will go to selling
stockholders. Offering temporarily postponed.

Oklahoma Gas and Electric Co.

Dec. 23 filed 890,000 shares ($20 par) common. Under¬
writers—To be determined by competitive bidding
Probable bidders: The First Boston Corp.; White, Weld
& Co.; Lehman Brothers, and Blyth & Co., Inc. (jointly);
Harriman, Ripley & Co.; Kuhn, Loeb & Co., and Smith,
Barney & Co. (jointly). Offering—750,000 shares will
be sold by Standard Gas & Electric Co., parent, and
140,000 shares will be sold by the company. Standard's
shares corriprise its entire holdings in Oklahoma Gas
common. Price—By competitive bidding. Proceeds—
Oklahoma will use its net proceeds to prepay part of
its outstanding serial notes. The balance will be used
for property additions.

Oro Yellowknife Gold Mines Ltd., Toronto, Can,
Jan. 7 filed 2,000,000 shares ($1 par) capital stock.
Underwriter—Tellier & Co., New York. Price—60 cents
a share. Proceeds—For expenses and exploration and
development. .. v £> , y , y.
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Raytheon Manufacturing Co., Newton, Mass.
Feb. 3 (letter of notification) 1,050 shares ($5 par) com¬
mon. Price, at market. No underwriting. Proceeds to
be added to general funds.

Refrigerated Cargoes, Inc., New York
Feb. 3 filed 25,000 shares ($100 par) 6% cumulative pre¬
ferred and 25,000 shares (no par) common. Underwriter
—John Martin Rolph, Vice-President and director of
company. Price—The stocks will be sold at $105 per
unit consisting of one share of preferred and one share
of common. Proceeds—To be used in organization of
business.

Regal Shoe Co., Whitman, Mass.
Jan. 8 (letter of notification)9,000 shares ($1 par) com¬
mon on behalf of John J. Daly, President. Price at
market. Underwriters—Van Alstyne, Noel & Co., and
Cohu & Torrey, New York.

Republic Pictures Corp., New York

Registration originally filed July 31 covered 184,821
shares of $1 cumulative convertible preferred ($10 par)
and 277,231 shares (50c par) common stock, with Sterling,Grace & Co. as underwriters. Company has decided to
issue 454,465 shares of common stock only, which will be
offered for subscription to stockholders of record Sept.
5 to the extent of one share for each five held. Issue will
not be underwritten.

San Jose (Calif.) Water Works
Jan. 28 filed 30,000 shares ($25 par) common stock.
Underwriters—To be determined by competitive bid¬
ding. Probable underwriters: Kuhn, Loeb & Co., and
Union Securities Corp. (jointly); Blyth & Co., Inc. Price
•—By competitive bidding. Proceeds—To restore work¬
ing capital and to finance part of the cost of future
expansion.

Santa Cruz (Calif.) Sky Park Airport, Inc.
Dec. 6 (letter of notification) 53,000 shares ($1 par)
common. Of the total 31,000 shares will be offered pub¬
licly at $1 a share, 16,000 shares will be transferred to
Alex. Wilson and Wayne Voigts for their interest in
Santa Cruz Flying Service, which is a flying field and
airport, and 6,000 shares would be issued in cancellation
of partnership indebtedness. No underwriting. For
operation of airport business.

• Scenicaire Park, Inc., Geneva, N. Y. (2/15)
Feb. 7 (letter of notification) 506 shares of preferred
stock (par $100). Underwriters—None. Price—$100.
For development and expansion of present facilities, etc.

• Silver Consolidated Mines, Inc., St. Anthony,Idaho

Jan. 31 (letter of notification) 100,000 shares of capital
stock (10(? par). Price—25 cents a share. No underwrit¬
ing. For development of mining property.

Solar Manufacturing Corp.
June 14 filed 80,000 shares of $1.12% cumulative con¬
vertible preferred stock, series A (par $20). Under¬
writers—Van Alstyne, Noel & Co. Price by amendment.
Proceeds—Net proceeds will be applied for the redemp¬tion of outstanding series A convertible preferred stock
which are not converted into common stock. Such pro¬ceeds also will be used for additional manufacturingfacilities in the amount of $600,000; for additional inven¬
tory amounting to $400,000. and for additional workingcapital. Offering temporarily postponed.

Soss Manufacturing Co., Detroit, Mich.
Sept 3 filed 40,000 shares ($25 par) 5% cumulative con¬
vertible preferred. Underwriter—Ames, Emerich & Co.,Inc., Chicago. Offering—To be offered to common stock¬
holders for subscription at $25 a share in the ratio of
one preferred share for each five shares of common held
unsubscribed shares will be sold to underwriters at same
price. Price — Public offering price of unsubscribed
shares by amendment. Proceeds—For expansion of plantfacilities and for additional working capital. Offeringpostponed.

• Southwestern Freight Lines, Phoenix, Ariz.
Jan. 28 (letter of notification) 4,509 shares ($10 par)6% cumulative preferred. Price—$10 a share. No un¬
derwriting. To reimburse treasury for capital expendi¬tures and for additional working capital.

Southwestern Public Service Co., Dallas, Texas
(2/24-28)

Jan. 31 filed 20,000 shares ($100 par) cumulative pre?ferred and 64,438 shares ($1 par) common. Underwriter
—Dillon, Read & Co., Inc., New York. Offering—Pre¬
ferred shares will be offered publicly. The common
shares initially will be offered for subscription to com¬
mon stockholders. The subscription rate will be disclosed
foy amendment. Unsubscribed shares will be offered to
the public. Price—By amendment. Proceeds—Net pro¬
ceeds, together with other funds, will be used for con¬
struction of additions and improvements to properties of
the company. It anticipates spending approximately $9,-300,000 for expansion program during fiscal year ending
Aug, 31," 1947. Of this amount $1,734,801 was expended
up to last Nov. 30.. 1 ' '• J ' ;

-

Standard Factors Corp., New York
Feb. 3 filed $250,000 of 4%% 15-year convertible sub¬ordinated debentures, due 1960, and 60,000 shares ($1par) common. Underwriter—Sills, Minton & Co., Inc.;Chicago. Price—By amendment. Proceeds—For addi¬tional working capital.

Stone Container Corp., Chicago
Oct. 24 filed 300,000 shares of ($1 par) common. Under¬
writer— Hornblower & Weeks, Chicago. Offering— Ofthe total, company is selling 200,000 shares and stock¬
holders are selling the remaining 100,000 shares. Price
by amendment. Proceeds—Of net proceeds, company will
use $1,225,000, plus a premium of $12,250, together with
accrued interest, for payment of a bank loan, and $493,-500, together with accrued interest, for discharge of its
10-year 6% debentures. Any balance will be added to
working capital.

Street & Smith Publications, Inc.
July 17 filed 197,500 shares of common stock. Under¬
writers—Glore, Forgan & Co.; Offering—The offering
represents a part of the holdings of the present stock¬
holders. Indefinitely postponed.

Swern & Co., Trenton, N. J.
Aug. 28 filed 195,000 shares common stock (par $1).
Underwriter—C. K. Pistell & Co., Inc. Offering—Com¬
pany is selling 45,000 shares, and eight selling stock¬
holders are disposing of the remaining 150,000 shares.
Price—$10.50 a share. Proceeds—From 45,000 shares
sold by company will be applied to working capital
initially. Offering date indefinite.

Toledo (O.) Edison Co.

Oct. 25 filed $32,000,000 first mortgage bonds, due 1976,and 160,000 shares of ($100 par) cumulative preferred.
Underwriters—To be determined by competitive bidding.
Probable bidders include The First Boston Corp.; Halsey,Stuart & Co. Inc. (bonds only); Blyth & Co., Inc.; and
Smith, Barney & Co. Price to be determined by competi¬
tive bidding. Proceeds—Net proceeds together with $4,-
500,000 bank loan and if necessary, the $5,000,000 to be
contributed by its parent, Cities Service Co., will be used
to redeem outstanding debt and preferred stock, involv¬
ing a payment of $53,906,590, exclusive of interest and
dividends.

Transgulf Corp., Houston, Texas

Jan. 13 (letter of notification) 30,000 shares (no par)
common. Price—$10 a share. Underwriter—South & Co.,
Houston. For development of oil and gas properties.

• Tung-Glow Mining Corp., Reno, Nev.
Feb. 6 (letter of notification) 60,000 shares of common.
Price—$1 per share. To be sold through President of
company. For mine development.

United Air Lines, Inc. (Chicago) (2/27)
Jan. 20 filed 94,773 shares ($100 par) 4%% cumulative
preferred. Underwriting—Harriman Ripley & Co., New
York. Offering—Common stockholders of record Feb. 11
will be given the right to subscribe for the stock in the
ratio of one share for each 19.5 shares of common held.
Rights expire Feb. 25. Unsubscribed shares will be pur¬
chased by underwriters. Price—$100 per share. Proceeds
—For general corporate purposes. The company plans to
spend about $70,000,000 for new flight equipment, new
ground facilities and communications equipment.

• U. S. Oil & Development Corp., Denver
Feb. 6 (letter of notification) 3,000,000 shares (10^ par)
6% preferred. Price—10 cents a share. No underwriting.
For acquisition and development of oil and gas leases
or mining properties.

U. S. Television Manufacturing Corp., New York
Nov. 4 filed 200,000 shares (par $1) 25c cumulative con¬
vertible preferred and 230,000 shares of common (par
50c). Price to public for preferred $5 per share. Em¬
ployees will be permitted to purchase preferred at $4.50
per share. Of the common 30,000 shares are reserved for
the exercise of warrants up to Jan. 15, 1950, at $3.50 per
share and 200,000 are reserved for the conversion of the
preferred. Underwriters—Names by amendment. Price
$5 per share for preferred. Proceeds—For working cap¬
ital and expansion of business.

• Universal Winding Co., Cranston, R. I.
Feb. 10 filed 100,000 shares ($15 par) convertible pre¬
ferred. Underwriter—Reynolds & Co., New York. Price—
Supplied by amendment. Proceeds—To pay cost of con¬
verting company's former foundry building to manufac¬
turing purposes and to pay short-term bank loans. Any
balance will be used as working capital. Business —

Production of winding machines.

• Upson Co., Lockport, N. Y. (2/14)
Feb. 6 (letter of notification) 2,000 shares of common
stock (par $10). Underwriter—Hamlin & Lunt, Buffalo.
Shares will be sold to underwriter at $15 per share for
resale to public, at market (about $16). Proceeds to
selling stockholder.

Utah Chemical & Carbon Co., J$alt like City
Dec. 20 fileci $700,000 15-year convertible .debentures and225,000 shares ($1 par) common. The statement also
covers 105,000 shares of common reserved for conversionof the debentures. Underwriter—Carver & Co., Inc.,Boston. Price—Debentures 98; common $3.75 per share.Proceeds—For plant construction, purchase of equip¬ment and for working capital.

,

Verde Exploration, Ltd., New York
Jan. 20 filed 405,000 shares ($1 par) capital stock. Under¬
writer—None. Offering—To be offered privately to asmall group of subscribers to the original syndicate andto stockholders of the Clemenceau Mining Corp. Price—At par. Proceeds—To effectuate the purchase agree¬ment with the Clemenceau Mining Corp. for acquiringmining properties in Arizona.

Victory Gold Mines Ltd., Montreal, Canada
Nov. 13 filed 400,000 shares ($1 par) capital stock. Un- ■.
derwriter—None as yet. Price—25 cents a share. Pro¬
ceeds—For developing mining property. Business—,Acquiring and developing mining properties.

West Coast Airlines, Inc., Seattle, Wash.
Sept. 2 filed 245,000 shares ($1 par) common. Under¬writer — Auchincloss, Parker & Eedpath, Washington,D. C. Price—$7 a share. Proceeds—Will be used for pay¬ment of various expenses, repayment of bank loans,purchase of equipment and for working capital.

Western Air Lines, Inc.
Nov. 27 filed 1,200,000 shares ($1 par) capital stock.
Underwriter—Dillon, Read & Co. Inc. Price by amend¬
ment. Proceeds— Offering consists of an unspecified
number of shares being sold by the company and by
William A. Coulter, President and Director. The amounts
being offered by each will be stated definitely by amend¬
ment and the total number of shares presently stated
will be reduced if the offering consists of a smaller num¬
ber of shares. Company will use its proceeds estimated
at a minimum of $6,500,000 together with a $7,500,000
bank loan, toward payment of its promissory notes and
to finance company'e equipment and facilities expansion
program now under way.

White's Auto Stores, Inc.
Aug. 29 filed 75,000 shares $1 cumulative convertible
preferred stock ($20 par) and 50,000 shares common
stock (par $1). Underwriters—First Colony Corp. and
Childs, Jeffries & Thorndike, Inc. Offering—Company
is offering 75,000 shares of preferred; the 50,000 share*
of common are outstanding and being sold by four In¬
dividuals for their own account. Price by amendment
Proceeds—Proceeds from the sale of the preferred stock
will be used to provide funds for a wholly-owned sub¬
sidiary, retire loans from banks and from White's Em¬
ployees Profit Sharing Trust, and for additional working
capital. Expected to file new financing plan at early date.

Wisconsin Power & Light Co., Madison, Wis*
May 21 filed 550,000 shares ($10 par) common stock to
be sold at competitive bidding. Underwriters—By
amendment. Probable bidders include Merrill Lynch,
Pierce, Fenner & Beane; White, Weld & Co.; Glore,
Forgan & Co., and Harriman Ripley & Co. (jointly);
The Wisconsin Co., and Dillon, Read & Co. Proceeds-
Part of the shares are to be sold by Middle West Corp,
top holding company of the System, and part by pref¬
erence stockholders of North West Utilities Co., parent
of Wisconsin, who elect to sell such shares of Wisconsin
common which will be distributed to them upon tha
dissolution of North West Utilities Co.

• Wohl Shoe Co., St. Louis, Mo.
Feb. 4 (letter of notification) 1,190 shares ($20 par)
common. Price—$95.51 a share. No underwriting. To be
sold only to certain executives and junior executives of

company. Proceeds—Will be added to general funds.

Wyatt Fruit Stores, Dallas, Texas
Nov. 12 filed 5,000 shares (par $100) preferred stock.'

Underwriter—Rauscher, Pierce & Co. Proceeds—Will be
used in part to equip three new cafeterias, to remodel its

super markets and to increase working capital.

York (Pa.) Corp. (2/19)
Jan. 30 filed 160,000 shares ($50 par) cumulative con¬

vertible preferred. Underwriters—Union Securities Corp.
and Stone & Webster Securities Corp., New York. Price

•—By amendment. Proceeds—Proceeds will be used to

prepay $7,000,000 of bank term loan notes. The balance
will be added to general Junds. :; :; :•

(Continued on page 914)
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(NOT YET IN REGISTRATION)
INDICATES ADDITIONS SINCE PREVIOUS ISSUE

(Only "prospectives" reported during the past week are
given herewith. Items previously noted are not repeated)

(Continued from page 913)

• American Buslines, Inc.
Feb. 10, stockholders are being notified of the company's
intention to offer 41,655 additional shares of common
at $30 and 10,413 shares of preferred at $100. The offer¬
ing will be made to stockholders and any shares not
taken up will be bought by Chicago Corp. Part of the
proceeds will be used to purchase the 49% of the stock
of Burlington Transportation Co. now held by the C. B.
& Q. American Buslines, already holds 51% of the
Burlington line's equities,

• American Telephone & Telegraph Co.
Feb 7 it is rumored in financial circles, that the company
in April probably will float an issue of about $200,000,000
of debentures and that later in 1947 another issue-
around $550,000,000—will be placed on the market to
finance the system's expansion program. Probable bid¬
ders include Morgan Stanley & Co.; Halsey, Stuart &
Co. Inc., and The First Boston Corp, (jointly).

• American Tobacco Co.
Feb. 7 reported company planning issuance of some
600,000 to 900,000 additional common B shares or con¬
vertible preferred stock,, thus placing it in a position to
take care of its inventory requirements, which have been
financed through bank loans. Traditional underwriter,
Morgan Stanley & Co.

• Atlantic Refining Co.
March 20, stockholders will vote on a proposed recapi¬
talization designed to facilitate the financing of present
and future capital requirements and reduce the cost
of such operations. Under the plan, present outstand¬
ing 4% series A preferred and 3.60% series B preferred,
totaling 200,000 shares, and authorized preference stock
in the amount of 650,000 shares, will be changed to
an authorized 900,000 shares of preferred. New shares,
if issued, therefore, would be on a parity with the old.
To compensate for the change, the company said, it

would waive any right to call the 4% issue before
Aug. 1, 1948, and would increase the dividend rate on
the series B to 3.75%. The common will lose preemptive
rights to subscribe to any new issues of preferred and
common. While definite plans have not been made, the
company said it is giving consideration to the possible
issuance at some future date of new preferred stock
to provide funds for capital expenditure. Probable un¬
derwriter, Smith, Barney; & Co. '

• "Big" and "Little" Inch Pipe Lines
Feb. 10, among the bids received by the War Assets
Administration for the "Big" and "Little" inch pipe-
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lines, built by the government during the war at a cost
of $145,800,000, were the following: (a) $143,127,000
cash by Texas Eastern Transmission Co., Houston, the
securities to be underwritten by Dillon Read & Co., Inc.;
(b) $123,700,000 by Tennessee Gas & Transmission Co.
(presently operating the lines); (c) $108,031,660 by Big
Inch Gas & Oil Corp.; (d) $121,000,000 by Big Inch
Natural Gas Transmission Co.

• Chicago Rock Island & Pacific Ry.
Feb 11 company plans the issuance of $5,850,000 equip¬
ment trust certificates to finance the purchase of rolling
stock valued at $7,803,000. Probable bidders include
Halsey, Stuart & Co. Inc.; Salomon Brothers & Hutzler.

• Chicago Transit Authority
Feb. 6, following two-day conference, a group headed
by Harris, Hall & Co. (Inc.); Blyth & Co., Inc., and The
First Boston Corp. indicated it would underwrite a pro¬

posed $90,000,000 to $100,000,000 bond issue to finance
purchase of Chicago transit lines.

• Florida Power Corp.
Feb. 7 General Public Utilities Corp. notified the SEC
that it intends to. sell for cash its holdings of 2,900 shares
of common stock of Florida Power Corp.

• Foremost Dairies, Inc.
Feb. 11 recent improvement in the market has revived
negotiations for refunding of company's preferred. Com¬
pany has 28,000 shares of 6% cumulative preferred, ($50
par). Allen & Co. are traditional underwriters.

• Gilmer Oil Co.

A block of 10,000 shares of capital stock will be offered
at public auction on Feb. 13 by Adrian H. Muller &
Son, New York auctioneers. The company is a closely
held corporation with 60,000 shares outstanding. The
shares will be offered first in parcels of 500 shares and
thereafter as a single block. A minimum bid of $27.50
a share will be required. The shares offered are part
of a block of 24,000 owned by the estate of the late
Sidney J. Hernstadt, former President of the company.

• Howard Industries, Inc.
Feb. 7 company contemplates the sale of $300,000 con¬
vertible debentures, to provide funds for expansion and
working capital.

• Lehigh Valley Transit Co.
Feb. 10 company, in connection with National Power &
Light Co.'s dissolution plan, proposes to sell for the
best price obtainable 13,769 shares of 4 xk % preferred
stock of Pennsylvania Power & Light Co., which it now
owns.

• Mathieson Alkali Works (Inc.)

Feb. 10, some expansion and development work con¬

templated will require some new financing by the com¬

pany. Traditional underwriter, Hayden, Stone & Co.

• Michigan Consolidated Gas Co.
Feb. 11 company contemplates to spend more than $12,-
000,000 on expansion and improvement of facilities in
1947. It is presently contemplated to meet the costs
of the program by sale of both new bonds and addi¬
tional preferred stock. No definite financing plans have
been formulated as yet. Probable bidders for securities
include Dillon, Read & Co. Inc.; Halsey, Stuart & Co.
Inc.

• Michigan-Wisconsin Pipe Line Co.
Feb. 7 the Federal Power Commision approved com¬

pany's application to build a $52,600,000 natural gas
pipeline from Texas to the Detroit-Ann Arbor area as
well as to sections of Wisconsin, Missouri and Iowa.
The company will shortly apply to the SEC for approval
on the initial issuance of $52,700,000 in securities. These
include $5,700,000 of 2% 5-year serial notes, $30,000^000
3V4% 20-year first mortgage bonds and $17,000,000 of
common stock. During the fourth year of operation the
company, it is stated, will issue $14,000,000 of 5% pre¬
ferred and an additional $12,000,000 of 3% % 20-year
bonds. The common stock is to be sold to Michigan
Consolidated Gas Co. Probable underwriters of the
bonds include White, Weld & Co.; Dillon, Read & Co.
Inc.; Halsey, Stuart & Co. Inc.

• Netherlands, Kingdom of
Feb. 11 it was reported the proposed sale of dollar bonds
in the American market has been reduced to $25,000,000
as against the $50,000,000 originally discussed. Kuhn,
Loeb & Co. probably will head the underwriting group
for the issue which it is said, will have a 10-year ma¬

turity.

• New York Telephone Co.
Feb. 7 it was reported that company may shortly seek
the issuance of between $75,000,000 and $100,000,000 in
debentures to finance its vast construction program.
Probable bidder includes Halsey, Stuart & Co. Inc.

• Northern Indiana Public Service Co..

Feb. 10 Middle West Corp., Midland Realization Co, and
Midland Utilities Co. announced that they had arranged
for a joint public offering of approximately 380,-000
shares of common stock. The shares will, it is said, be
registered and an invitation for bids issued later.

• Norwich & Worcester RR.

Nov. 7 company received no bids for its offering of
$1,800,000 first mortgage bonds, series B. The company

extended the time for receipt of bids from noon Feb. 5
to noon Feb. 6. Company now is negotiating the sale
of the bonds on a non-competitive basis.

• Public Service Co. of New Hampshire
Feb. 11 reported New England Public Service Co. has

plans under way to dispose of its holdings of 565,000
shares of the New Hampshire company through com¬

petitive bidding. Probable bidders include The First
Boston Corp.; Kidder, Peabody & Co.; Blyth & Co., Inc.;
Harriman Ripley & Co.

• Weber Showcase & Fixture Co., Inc.
Feb. 8 company states that if market conditions are

favorable it will proceed with plans for sale of additional
stock in order to increase working capital and reduce
short-term bank loans.

Wheeling & Lake Erie Ry. (2/13)
The company has issued invitations for bids to be re¬

ceived before noon (EST) Feb. 13 for $1,680,000 in equip¬
ment trust certificates. The certificates will mature

serially from Sept. 1, 1947 to March 1, 1957. Probable

bidders, Halsey, Stuart & Co. Inc.; Salomon Bros. &
Hutzler.

Our

Reporter's
Report

With the new issue market

finding itself wallowing in the
doldrums for another week,
bankers were beginning to look

^about for signs of a stirring
/breeze that would get them un¬

derway again.
J, A number of large equity-
transactions, growing out of
public utility holding company

compliance with the Holding
Company Act, are in the wind,
but it now looks as though the
prospective issuers are deter¬
mined to await more propitious
market conditions before under¬

taking these distributions*

*

ivV ^ t'.Ax\ > ■' -

Two such large marketings are
known to be simmering away on
the back of the range, namely
those involving Oklahoma Gas &
Electric Co. common stock to be
sold by Standard Gas & Electric
Corp., and Public Service Co. of
New Hampshire common to be
marketed by New England Public
Service Co.

The first-mentioned proposal,
covering a total of 890,000
shares of common stock of the
Oklahoma operating property,
recently postponed for a fort¬
night, has now gone over in¬
definitely.
Nepsco's projected sale of the

New Hampshire Utility's com¬

mon, 565,000 shares, likewise"
has slipped back into uncer¬

tainty, so far as prospective date
for bidding is concerned.

• Both potential sellers are re¬

ported anxious to get done with
fthe task called for under the law,
but at the same time they would
like more substantial market
^conditions than now prevail to

assure a maximum of return on

their sales.

Ray of Light

Though it will be several weeks
before the business definitely de¬
velops, bankers are reported pre¬

paring to enter bids for the next
big piece of American Telephone
& Telegraph Co. financing now

regarded as in the offing.
Two huge syndicates are

known to have been set up to
go after whatever new securi¬
ties come out of the next phase
of the big communications com¬

pany in the direction of raising
funds to finance its long-de¬
ferred construction program.

This business is counted on to
run to at least $200,000,000 and in
such circumstances it is doubted
that more than the aforemen¬
tioned groups will be in the run¬

ning. Quite to the contrary, such
an operation probably will find
the country's, underwriters and
distributor*? in ei+bor one or the
other of those aggregations. -

Treasury Securities

Little change in yields on long-
term bonds is likely to develop
according to Bankers Trust Co.,
which says in a review of the
government market, that if short-
term rates are kept pegged and
the Treasury continues to refi¬
nance maturing issues with cer¬
tificates there may be slight
softening of yields.

But it holds that if short-
term rates are freed there may

be slight stiffening of inter¬
mediate and long-term yields
though it is .unlikely that the
2J/4% figure will be exceeded.
The point is made, however,

that if the Treasury persists in
converting into certificates of in¬
debtedness all maturing or call¬
able issues, it will undo in a short
time the reduction of short-term
debt which was accomplished in
1946.

Two Offerings Well Received

The new issue market was re¬

ported as quite receptive to two

new offerings which came on the
market on Tuesday.

Offering of Northwestern
Public Service Co. securities,

26,000 shares of 4i/2% cumula¬
tive preferred, $100 par, and
410,000 shares of common $3
par, attracted considerable in¬
terest.

The preferred offering is sub¬
ject to an exchange offer, expir¬
ing Feb. 17, to holders of the out¬
standing 7 and 6% preferreds.'
In the case of the common 110,-

000 shares are for the account of

the company and the balance for a

selling group.

The second issue, $10,000,000 of
serial bonds of the Central Ne¬

braska Public Power & Irrigation

District, maturing 1953 to 1977,

naturally appealed to municipal
investors. These were priced to

yield from 1.30 to 2.40% accord¬
ing to maturity.
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Sees No Upward
Trend in Profits
Industrial Conference B o a rd

study by Jules Backman and
Martin R. Gainsbrugh show prof¬
its for 1946, estimated at 7.3%
of national income, are not out
of line. Hold manufacturing's
slice of total corporate profits
has steadily narrowed.
Profits in 1946 were normal in

relation to the national income
and in line with long-term ratios
for active years, says Jules Back-
man and Martin R. Gainsbrugh in
their chart survey of profits in
the national economy which ha,s
just been released by the National
Industrial Conference Board.

During previous years of high
level employment and production,
the two economists declare, profits
have averaged between 7V2% and
8Vz% of the national income. As
a result of the heavy income taxes
levied against corporations, profits
failed to reach this normal rela¬

tionship during the war years. In
1946, after the excess-profits tax
was repealed, total corporate
profits were estimated at 7.3% of
the total national income, or about
in line with long-term ratios for
active years.

Profits for 1946 Not Out of Line
—All corporations had profits of
4.4% on sales in 1939 as compared
with Nathan's ratios of 5.7% for
the last quarter of 1946 and an

average of 5.5% for the entire
year, say Dr. Backman and Mr.
Gainsbrugh. "When allowance is
made for the fact that about a

fifth of the sales were made by
deficit corporations in 1939," they
continue, "the relationship be¬
tween 1946 and the prewar years
is significantly altered. Thus,
average profits on sales earned
by. profitable companies in 1939
was 7.6%. In light of the generally
depressed conditions of the econ¬

omy during these years, it is not
probable that this return repre¬
sented an excessive ratio.

"According to Nathan's esti¬
mates for manufacturing corpora¬
tions, profits in the last quarter of
1946 were 5.6% of sales, and for
the entire year, 4.8%. This, com¬
pares with an average of 5.1%
for all manufacturing in 1939,
6.8% for the profitable manufac¬
turing corporations in that year,
and 6.3% for all manufacturing in
1929. Thus, while the dollar
profits in 1946 were large, returns
on sales were in line with past
relationships. These figures belie
the frequent charges that the
elimination of price control has
led to excessive price increases
by industry."
Dividend Distribution vs. Wages

Paid—Over the years 1909-1946,
the economists show, corporations
distributed to their stockholders

$137 billion; wages and salaries
paid to their employees amounted
to $1,511 billion, or 11 times as

much.

Small Portion of Sales Dollar
Retained by Companies—No bit of
economic folklore has gained
wider circulation than the idea
that corporations retain 20% to
25% or an even greater share of
the funds received from their cus¬
tomers, say Dr. Backman and Mr.
Gainsbrugh.
Almost every public opinion

poll, say the two eeonomits, re¬
veals that the public believes high
proportions of profit are retained
by corporations. But, they point
out, "official data, taken from tax
returns, show that over the years
1919-1943, the average profit per
dollar of sales has been only 4.3%.
In fact, the highest rate of profit
on sales ever recorded was not

greater than 7.3%."

Half of AH Corporations Op¬
erated at a Loss During 1916-1943
—Normally, the economists de¬
clare, a high proportion of afl
corporations operate at a loss.

For the entire period 1916-4943,
for which income tax statistics are

available, approximately half of
the companies have reported
losses. Even in a boom year like
1929 there were 186,600 compan¬
ies with deficits as compared with
269,400 with net income. Losses
of the deficit corporations in that
year aggregated $&.9 billion, as

compared with the profits of $10.5
billion for the profitable corpora¬
tions.

In the years 1936-1939, fre¬
quently cited as the last normal
period for tax and other purposes,
the number of companies with
deficits outnumbered the profit¬
able companies by more than 90,-
000. One-quarter of all sales in
this so-called base period were
made by companies which had
deficits, and the aggregate of
these deficits was $2.3 billion, as

compared with the profits of $7.5
billion for the money-making
companies. Even at the height of
war production in 1943, 136,800
companies reported deficits, but
their aggregate losses were only
$900,000,000.

Manufacturing's Slice of the
Total Corporate Profit Steadily
Narrowed—Manufacturing has re¬
ceived a declining share of the
larger wartime and postwar profit
pie, the two economists hold,
while the distribution and service
industries have taken larger
slices.

Since 1939, manufacturing has
accounted for a larger share of
total civilian employment and has
produced a greater proportion of
the nation's income. Although
total profits in manufacturing in¬
creased substantially above the
prewar depressed levels, its slice
of the total corporate profit pie
has been steadily narrowed. In
1946, profits in manufacturing
comprised about 50% of all cor¬
porate profits, as compared with
62.1% in 1939 and 53.2% in 1929.

The major manufacturing
groups in which the relative profit
position slumped from 1939 to
1945 included: food, tobacco,
chemicals, furniture, nonferrous
metals, automobiles, and machin¬
ery. An improved profit position
was reported for printing and
publishing, textiles, apparel,
petroleum and coal, lumber,
leather, rubber, and transporta¬
tion equipment.
Dividends Increased Very Little

During War and Transition
Periods—During the war years,
the two economists point out,
total dividend payments showed
only minor changes as compared
with 1939. As a result, the ratio of
dividends to the total of dividend,
and wage payments fell to the
lowest point on record. From 1909
through 1939 this ratio was never

lower than 6.9%, and in 1929
reached 11.5%. I contrast, this
ratio dropped sharply from the
outset of the war to a low of 5.1%
in 1944. In 1946 it was estimated
at 5.7%.

The amounts distributed as

dividends usually do not coincide
with corporate profits. During the
war years approximately half of
the profits were distributed as

dividends, while corporations built
up reserves to meet costs of re¬

conversion,* reestablishm&hk of in¬
ventory position, installation of
new plant and equipment, etc.
Preliminary estimates indicate
that less than half of corporate

profits were distributed as divi¬
dends in 1946.

Wartime Business Savings Bare¬
ly Restored Predepression Accu¬
mulation— Corporate profits go
two ways, say Dr. Backman and
Mr. Gainsbrugh. Part is distributed
to stockholders, and part is retained
either to finance expansion with¬
out borrowing, or to continue
basic operations in times of de¬
pression. These "undistributed"
profits represent corporate sav¬

ings.
From 1930 through 1938, the

corporate economy paid out each
year more than it received from

its customers. The cumulative
amount of such corporate dissav¬
ings after payment of the modest
dividends was $25.5 billion.
From 1939 through 1945, profit¬

able operations were restored and
corporate savings aggregated $26
billion* or approximately the
amount dissaved from 1930 to
1938. Dividends paid out were not
significantly different from those
of 1939, For 1946, corporate sav¬

ings are estimated at about $7
billion. Over the entire span of
1919-1946, corporate savings aver¬
aged less than $700,000,000 an¬

nually.

Many Strikes in Sweden in Protest
Against Slowness of Contract Negotiations

Economic Outlook Obscure
STOCKHOLM, Feb, 5—The workers at Gotaverken, Sweden's

biggest shipyard, went on strike Feb. 3 in protest against the slow¬
ness with which negotiations in^
the metal working industries are

proceeding. The following day
work alsc^ stopped in a number of
other firms in the same industry
all over the country. In Trollhattan
3,600 men went on strike, at the
ASEA General Electric Co. in
Vasteras 3,000, at the Volvo autor-
mobile works In Gothenburg 800,
and at the Eriksberg Shipyard in
the same city 2,800. Other strikes
occurred in Stockholm, Lands-
krona, Sodertalje and Sundbyberg.

Since no agreements exist at
present for the metal working in¬
dustries, there is no question of
breach of contracts. Governor
Olle Ekblom, Chairman of the Me¬
diation Commission, states that
the strikes have made the negotia¬
tions more complicated so far as
the employers are concerned. The
Commission sees Itself blocked in
its mediation work while the cur¬

rent upset situation exists, and
has been forced to interrupt its
deliberations. It will, however,
closely follow the development
and resume attempts at mediation
as soon as feasible. The board of
the Metal Industry Workers Fed¬
eration will meet Feb. 7, to. discuss
what action it can take. It has

firmly urged the workers to ter¬
minate their strikes.

Present Economic Outlook
Difficult to Judge

Despite the fact that the col¬
lective agreements were termi¬
nated in good time before the end
of the year, negotiations for new
ones have been slow in getting
started. The attitude of the em¬

ployers is one of watchful waiting.
The Government's hesitation in

starting parliamentary delibera¬
tions about the inflation problem,

SITUATIONS WANTED

Unlisted Trader and

Customers' Man
Presently connected with stock ex¬

change house desires to make change.
Thoroughly experienced. Box M212
Commercial & Financial Chronicle 25
Park Place, New York 8, N. Y.

TRADER
Wishes position to give service and
execute orders in over-the-counter
securities. Box M213, Commercial &
Financial Chronicle, 25 Park Place,
New York 8, N. Y.

Progressive Firm Please Note
College Graduate, 9 Years' Experience,

Desires Connection ...

• ACCOUNTANT
• SALES

SYSTEMS and METHODS

AUDITING

Ex-Burroughs Salesman— Know Systems and Methods

Interview at your convenience with complete record of past
experiences. Please address Box H 26, Commercial &

Financial Chronicle, 25 Park Place, New York 8, N. Y-

Dagens N.yheter recently pointed
out, is one of the main reasons

why the agreement negotiations
have been delayed. "What indusr
try demands to know is whether
there is any seriousness in the talk
that the value of the krona must
not decline further and if the Gov¬
ernment and the Riksdag are
ready to accept the consequences
of such a statement."
The only large strike in Sweden

in the last few years was in 1945
in the metal working industry, the
same one which is now affected.
That was the most expensive strike
ever staged in Sweden. The main
responsibility for its outbreak was
placed on the Communists, who
have greater influence among the
workers in this industry than in
any other.

McCain & Cromwell
Directors of C. I. T.
Eieetion of Charles S. McCain,

President of Dillon, Read & Co.,
Inc., and Jarvis Cromwell; Presi-

DIVIDEND NOTICES

J. I. Case Company
(Incorporated)

Racine, Wis., February 7, 1947.
A dividend of $1.75 per share upon the out¬

standing Preferred Stock of this Company has
been declared payable April 1, 1947, and a
dividend of 40c per share upon the outstanding
$25 Rar value Common Stock of this Company
has been declared payable April 1, 1947, to
holders of record at the close of business
March 12, 1947.

WM. B. PETERS, Secretary.

AIIIS-CHAIMERS
—MFG. CO.
PREFERRED DIVIDEND NO. 2

A quarterly dividend of eighty-one and
one-quarter cents ('$.81-.%) per share on
the 3%% Cumulative Convertible Pre¬
ferred Stock, $100 par value of this
Company, has been declared, payable
March 5, 1947, to stockholders of record
at the close of business February 17,
1947. Transfer books will not be closed.
Checks will be mailed.

W. E. HAWKINSON,
Secretary-Treasurer.

February 7, 191*7.

AlilS-CHAIMIIK
■MFG. CO.

COMMON DIVIDEND NO. 91

A regular quarterly dividend of forty
cents ($0.40) per share upon the issued
and outstanding Common Stock; without
par value of this company, has been de¬
clared, payable April 2, 1947, to stock¬
holders of record at the close of business
March 3, 1947. Transfer books will not
bo closed. Checks will be mailed.

W. E, HAWKINSON,
Secretary-Treasurer.

February 7, 191*7.

THE BUCKEYE PIPE LINE
COMPANY
30 Broad Street

New York, N. Y., January 29, 1947.
The Board of Directors of this Company has

this day declared a dividend of Twenty (20)
Cents per share on the outstanding capital
stock, payable March 15, 1947 to shareholders
of record at the close of business February
18, 1947.

C. O. BELL, Secretary;

dent of William Iselin & Co., Inc,,
to, the BoacdiQfc Directors of C., I.
T. Financial Corporation was an¬

nounced by Henry Ittleson, Cbair-
man. .

Mr. McCain succeeds Ralph H.

Bollard, who retired from Dillon,
Read & Co., Inc., on Dec. 31, 1946,
and Mr. Cromwell succeeds Lin¬
coln Cromwell, of William Iselin
& Co., Inc., both vacancies being
created by resignations. William
Iselin & Co., Inc. is a wholly-
owned subsidiary of C. I. T: Fi¬
nancial Corporation, engaged in
the general factoring business. /

DIVIDEND NOTICES (0

KANSAS CITY POWER & LIGHT COMPANY
Dividend No, 1 on 3.80% Cumulative -;

Preferred Stock

The regular quarterly, dividend of 95e per
share on the 3.80% Cumulative Preferred Stock
of Kansas City Power. & Light Company,
Kansas City, Missouri; has been declared, pay¬
able March l,. 1947, to. stockholders of record; at
the close of business February 14* 1947. "
All; persons holding shares of such Preferred

Stock of the Company are requested'to transfer
such stook, on or bsfore February 14, 1947, to
the- persons who, are entitled to receive the
dividends.

ROBERT A. OLSON, Secretary.
January 27, 1947. .

Dividend No. 98 -

On February 10, 1947, a dividend of Twenty-
five Gents (25c) per-share was declared on the
capital stock of MAGMA. COPPER COM¬
PANY, payable March 15, 1947, to, stock¬
holders of record at* the close of business
February 27, 1947.

H. E. DODGE, Treasurer.

RADIO CORPORATION
OF AMERICA

Dividend on

First Preferred Stock

At the meeting of the Board of Direc¬
tors held today, a dividend of 87Vz
cents per share, for the period Janu¬
ary 1, 1947 to March 31,1947, was de¬
clared on the $3.50 Cumulative First
Preferred Stock, payable April 1,1947,
to holders of record at the close of

business March 7, 1947.
A. B. TUTTLE, Treasurer

New York, N. Y., February 7, 1947

MILLS CORPORATION;

The Board of Directors of this Corporation
has declared the following regular divi¬
dends on the preferred stock and also the
40th consecutive regular dividend on the
commoni

4% CUMULATIVE PREFERRED STOCK
$1 per share

3'/2% CUMULATIVE PREFERRED STOCK
87'/* cents per share

3'/a% CONVERTIBLE SECOND
PREFERRED STOCK
87Vt cents per share

COMMON STOCK ($1 par value)
25 cents per share

Each dividend is payable March 1,1947,
to Stockholders of record at the close of
business February 14, 1947.

STEPHEN L UPSON, Secretary
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llew York Cotton Exchange Refuses to Negotiate

joew contract to replace the pres¬
ent one which expires on March
3 until, as it says, it has the chance
•to see whether that union really
does represent its employees.
The Exchange, that is, pro¬

poses, first of all, to carry out
-

an "escape clause" in a mainte¬
nance of membership provision of

, its present contract which gives
present members of the union 15
days following the expiration of
the contract in which to resign
from the union if they so desire.
Usually, maintenance of member¬
ship sections of a labor contract
igive union members a 15-day pe¬
riod in which to resign from the
union at the beginning—not at the
termination—of the contract. Dat¬
ing back to the War Labor Board
tera of industrial relations, main¬
tenance of membership clauses
compel union members or persons
who join the union to maintain
iheir membership in the union for
the duration of the contract.
If the Exchange finds that its

-employees now covered by con¬
tract no longer wish to remain in
the union, it intends to seek a
vote, in the form of an election,
among the employees denying the
union the right to act as bargain¬
ing agent for them. (New York
State labor law gives employers
-of industries that could come un¬
der its jurisdiction the right to
petition for a State Labor Board
vote.) If the Exchange finds that
any particular department or any
special classification of employees
wishes to withdraw from the
onion, it will seek a vote among
the employees of this department
or group denying the union the
right to represent them in col¬
lective bargaining.
The Cotton Exchange's newly-

appointed Labor Committee will
probably enter without delay into
what must of necessity, under the
circumstances, be informal dis¬
cussions regarding a possible new
contract. The union wanted to
ttieet with representatives of the
Exchange Monday afternoon, for
instance. Though the Exchange
does not propose to be very defi¬
nite or specific about any new

contract until March 18, the last
day of the period cited in the

Exchange insists upon carrying out an "escape clause" in a mainte
nance of membership provision in its present contract to make sure
United Financial Employees, AFL, really does represent its em¬
ployees before entering into actual negotiations for a new contract.
The New York Cotton Exchange is refusing to commit itself on

the question of whether it will enter into negotiations with the United
Financial Employees, AFL, for a ~r " "

"escape clause" wnen employees
may leave the union if they wish,
or later, it has already agreed to
make the provisions of any new
contract r e t r o a c t i v e back to
March 4.

The UFE itself, disturbed a lit¬
tle over the Cotton Exchange's
refusal to be very definite about
a new contract until March 18 or
later, called a special meeting last
Saturday of those of its members
who are employed at the Cotton
Exchange for a general discussion
of the situation. The union reports
that the meeting voted unan¬
imously for a strike at the New
York Cotton Exchange in the
event the Exchange refuses to
open negotiations looking to a
new contract before March 3. The
meeting also went on record as
being desirous of incorporating in
the new contract provisions for a
30% increase in pay, job classifi¬
cation, pensions lor everybody,
bonuses geared to volume of bus¬
iness. three weeks' vacation after
ten years of service and four
weeks' vacation after 15 years of
service, effective grievance ma¬
chinery, and union security, in¬
cluding seniority rights and check¬
off. The union claims to have a
membership of 70 among the 100
employees of the particular clas¬
sifications it covers at the Ex¬
change.
The unions on Wall Street—both

AFL and CIO—are quick enough
at times to make strike threats
though it is known that they are
not at all anxious for a strike of
any kind anywhere now. A show¬
down of some description is un¬
doubtedly in the making between
the unions and management, par¬
ticularly the management of the
banks and brokerage houses, in
the financial district. It would be
probably safe to say, however, in
the light of recent events stripped
of all the high-powered words and
other dramatic paraphernalia of
union propaganda (the unions are

prolific in the number of hand¬
bills they hand out to all passers-

by in the streets and they don't
hesitate to put on shows of
strength whenever they think it
strategic to do so), that the recent

Offerings Wanted

Connecticut Light & Power 1st & Ref. Mtge. 3%, 1974
Connecticut River Power Co. 1st Mtge. 3%%, 1961

New York State Electric & Gas 1st Mtge. 2%%, 1977

Kobbe & Company
INCORPORATED

55 Liberty Street, New York 5, N. Y.

Telephone Teletype
BArclay 7-2663 jsjy 1-277

Delhi Oil

Gerotor-May

U0 S. Radiator Pfd.

Sunshine Consolidated

W. T. BONN & CO.
120 Broadway, New York 5
Telephone COrtlandt 7-0744

'

y : Bell Teletype NY 1-886

Shortage of Freight Cart
indicates long-term large volume of

business for

RALSTON STEEL CAR CO.
(freight car manufacturers)

Market about 9
1946 high about 12

Circular Available

LERNER & CO.
Inactive Securities

10 Post Office Square, Boston 9, Mass.
Telephone Hubbard 1990. -'T Teletype Bs 69.

strike threats on Wall Street don't
quite mean what they seem to
say. The unions have given more
than one sign that they have seen
the political signs on the wall and
are governing their actions ac¬
cordingly. If it can be said the
unions may have lost some of
their former spontaneous enthusi¬
asm and even strength—though
we are not sure at all such is ex¬
actly the case—it is probably
equally true that in certain very
definite but isolated spots they
are still extremely active and, to
all outward appearances, solidly
entrenched. In viewing the Wall
Street labor scene, it is mislead¬
ing to look at the general picture
only because, though generally
speaking, the unions have far to
go yet, in certain limited—very
limited— areas, however, they
have undoubtedly made signifi¬
cant beginnings. The UFE is
strongest in the Exchanges and
the CIO is strongest in the banks.
As yet, neither union has con¬
cluded a contract with a broker¬
age house.
There has been a very signifi¬

cant change in union tactics. The
UFE, for instance, says now that
it intends no longer to fight for
the traders and others in the
brokerage houses who are close
enough to management to be in a
position to advise it on important
matters of policy or close enough
to be able to commit a firm fi¬
nancially. The various specialists
in the higher categories of the
industry are believed to be strong
enough to bargain with their em¬

ployers for themselves as indi¬
viduals. As the union puts it, if
these employees believe they can
do better bargaining for them¬
selves, they can do their own bar¬
gaining, but the union will con¬
tinue to protect the rights of what
it calls the "back office" staff.
The Financial Employees Guild,

CIO, too, though it talks a lot about
striking—as in the case of its dis¬
pute with the Irving Trust Com¬
pany—is perfectly willing to seek
the help of the legal labor-rela¬
tions agencies to try to avoid a

strike. This may be considered as
an encouraging sign. The assist¬
ance of the New York State Medi¬
ation Board has already been ob¬
tained in the Irving Trust case
though without results. At the
moment, the union is looking to
the State Labor Board for help.
The union is accusing the bank of
unfair labor practice and has filed
a charge to that effect with the
board. The union claims the bank
through the employment of pri¬
vate detectives and in other ways
is "intimidating" its members.
The union must be aware in bring¬
ing this complaint to the board
that months even may be required
for the rendering of a decision in
the case. A charge of unfair labor
practice brought against Harris,
Upham & Co. before the board
early last fall must still be judged
finally by the board. The CIO
union is also trying to get the
bank to agree to arbitration.
A State Labor Board election to

determine collective bargaining
agency will be conducted at the
request of the UFE Monday from
3:30 to 5:30 p.m. in Room 904 of
the New York Stock Exchange
among the employees of Asiel &
Co., brokers of 11 Main Street.
The Financial Employees Guild

has obtained a new contract from
the Royal Industrial Bank at 1134
Broadway providing for weekly
pay increases of $9, hospitalization
and group insurance up to $1,000
to be paid by the employers, and
other benefits, including a 35-
hour week, that is, a work week
of five days of seven hours each,
if the banking industry goes on a

five-day week. The contract also
establishes the following mini-
mums for the various salary
classifications $33 for the least
skilled positions in the bank (floor
girls, clerks, rack clerk, grade 1);
$38, rack machine operator; $41,
stenographer grade II; $44, secre¬
tary - stenographer; $47, teller
grade I with promotion to teller
grade II and a minimum of $57
after one year; $60, head teller,
note teller, head book-keeper.
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New issues

M. S.WlEN & Co.
ESTABLISHED 1919

Members N. 7. Security Dealers Ass'n

40 Exchange PI., N. Y. 5 HA. 2-8780
Teletype N. Y. 1-1397

/

148 State St„ Boston 9, Mass.

Tel. CAP. 042S t : Teletype BS 219

N. Y. Telephone HAnover 2-7914

\

HAnover 2-0050 Teletype—NY 1-971

Abitibi Power & Paper Co.
Brown Co.

Minnesota & Ontario Paper Co.

Bonds and Shares

f-ARL MARKS & CO. INC.
FOREIGN SECURITIES

SPFnSIWTS

50 Broad Street New York 4, N. Y.
AFFILIATE: CARL MARKS & CO. Inc. CHICAGO

Specializing in 'Clnlisted Securities

Bank— Insurance

Puklic Utility—InJustrial—Real Estate

Lumber & Timber

BonJs, PreferreJ anJ Common Stocks

BOUGHT—SOLD-QUOTED

REMER, MITCHELL & REITZEL, INC.
208 SOUTH LA SALLE ST.r CHICAGO 4 • PHONE RANDOLPH 3736

WESTERN UNION TELEPRINTER "WUX" • BELL SYSTEM TELETYPE CG-989

Sheraton Controlled

Thompson's Spa
$6 Cum. $100 Par

Dividend Arrears $83 Sh.

Price Around $35

Common Around 2lk

•

Ralph F. Carr & Co., Inc.
31 Milk Street, Boston 9, Mass.

Boston New York Teletype
Hubbard 6442 Hanorer 2-7913 BS 328

We Specialize in all

Insurance and Bank Stocks ;

Industrial Issues
Investment Trust Issues

Public Utility Stocks and Bond*
TEXTILE SECURITIES

Securities with a New Eng. Market

Frederick C. Adams & Co.
Specialists in

New England Unlisted Securities
30 FEDERAL STREET, BOSTON 10

Established in 1922

Tel. HANcock 8715 Teletype BS 29

Seaboard Fruit Co., Inc.

"General Products Corp.

"Susquehanna Mills

Empire Steel Corp.

*Prospectus on Request

Kill, Thompson & Co., Inc.
Markets and Situations for Dealers

120 Broadway, New York 5
Tel. REctor 2-2020 Tele. NY 1-2660
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