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Who Wants
Devaluation?:
By THOMAS I. PARKINSON*-

President, Equitable Life Assur¬
ance Society of the U. S. ■■ ■ - f

| Life insurance executive points
i out U. S., in suggesting devalua¬
tion of Sterling, is flirting with

i same situation which led to dollar
j devaluation in 1934. Says further
devaluation of dollar would be

! far more serious than at that
time and would be highly infla-;

tionary. , Z '

j The British Treasury has
announced that' it will not

at present
devalue »t he

pound- and
this in spite
of the "short¬

age of dol¬
lars" fr <m
w h i.c h , the
British- econ¬

omy is ; con¬
sidered to be

suffering. In¬
deed, our own
Treasury
officials are

said to have

suggested t o
the B r it i s h

/ '! t ; \ - that they
could cure their, "shortage of dol¬
lars" by devaluation of their own
currency.
; What is this "shortage of dol¬
lars"? Actually, the phrase is just
a tag which means various things
to various people. Britain's real
« (Continued on page 17)
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EDITORIAL

Fourth Round oi Wage
: Increases Net Justified

By HERMAN W. STEINKRAUS* '
President, Chamber of Commerce of the United States

Denying greater ^purchasing power" would result from fourth round
of wage increases, industrial spokesman attacks recent Report of
Robert R. Nathan that wages can be further increased and prices
reduced. Points out current price declines are of universal benefit,
whereas wage increases benefit only limited number of workers and
add to unemployment. Advocates wages be held steady while price •

, i' * reductions should be made as rapidly as possible. :

r. That the American economy stands at a critical point today is
evidenced by the issuance of two reports prepared for the CIO by
Robert R. Nathan, and the report of President Truman to Congress
and the people on the economic problems of the country. ' Are we

\ experiencing^
/ a healthy price
adj ustment

...which h a s
long been

/ needed, or are
r..we at the be-
-ginning of a

--long down-
/ ward spiral,
/with strike-

'

caused unem-

, * ployment be¬
cause of wage
demands,' and :

shiU - downs?
11 i s impor-
t a n t that a

, v sound diagno¬
sis be made at the present time
so that correct action can be
taken. Grave mistakes could be

made if leaders in government,
labor, and business make the
wrong analysis and recorpmend
the wrong remedies.
In his report for the CIO, Mr.

Nathan states in effect that what
we need most is greater purchas¬
ing power, and that this is best
accomplished by a vigorous drive

(Continued on page 28) /
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*Summary of statement by Mr.
Steinkraus at a press conference
at Washington, D. C., July 18,
1949. •• •Y.'V--.
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Sound Factors

Bolstering Recession
By PETER V. MOULDER*

Executive Vice-President, International Harvester Company

t Prominent industrial executive, noting prompt steps taken by busi¬
ness to make adjustments to meet changed conditions, foresees a
reversal of the recession. Points out possible weakness in our

highly developed economy, and holds adjustment in commodity
prices is, needed-as factor in| generating upturn in business.

; / ^ Analyzes current business situation.
*

There has been a general disposition on the part of business
people to shorten "commitments, /educe inventories, and wait for
lower prices. Business and people in general have been well fore¬
warned regarding the imminence of an economic downturn and, con-/

«&sequently, are
taking prompt
steps to make .

a d j u stments,
in their par¬

ticular/sphere Z
of activity.
This general
recognition of
the probabil¬
ity oi a broad
d o w'n turn

should tend to

modify the
depth oil the
decline and to

shorten the
dura tion of
the recession.

c: Another Real Crisis—and Churchill - -

•; / Two wefeks ago in these columns we analyzed the dollar
shortage soothing syrup upon which the British people have
been fed faithfully for a good while past. We found that
it was a shortage of goods and services that afflicted the
British, not a shortage of dollars. We concluded that unless
and until the British had a will and a way to provide them¬
selves with the things they wanted and could provide for
themselves directly or indirectly, and made up their mind
to do without the others, their road was likely to be a hard
one. The only alternative for them was to persuade us to
carry them on a sort of "civil list" for the rest of time—if
they could and we could.

Mr. - Churchill - and Mr. Churchill's party, neither of
which is wholly without responsibility for the present state
of affairs, but neither of which are under some of the pecu¬
liar delusions of the so-called Labor Government in that sad

land, now come forth with a broadly similar diagnosis, al¬
though both make a number of concessions which are not

logically consistent with their general position. It may be
said simply v and with full truth, however,' that Winston

\ .

. : (Continued on page 22) / ;
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P. V. Moulder

Curtailments Are Reaching Back

We are seeing signs currently
which indicate that the curtail¬
ments which began at the con¬
sumers' level are beginning to

(Continued on page 18)

*Excerpts from address by Mr.
Moulder before the Truck-Trailer
Manufacturers Association, Chi¬
cago, 111., July 22, 1949.
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Depression* and Devaluation
By PROFESSOR MENTOR BOUNIATIAN

Doctor of Political Science, University of Moscow
Attached to French Ministry of Foreign Affairs

International political economist points to experience since 1931 in England, Belgium, Czechoslovakia,
and France, as indicating inevitability of injury to public finance and fresh devaluations resulting from
first devaluation. Maintains currency deyaluation neither -restores equilibrium nor causes general
price rise. Warning of using it as panacea to reverse depression, he asserts profits not . prices, direct!

economic activity..

PARIS, FRANCE.—The reversal of the rising trend of prices, which had been in prog¬
ress since the outbreak of the war, has caused widespread fears of an impending depres¬
sion. Quite naturally, economic thought has become preoccupied with the means of averting

Mentor Bouniatian

severe crisis.

Among the
various rec¬

ommended de¬

vices, those
dealing with
prices and fi¬
nancial poli¬
cies are par-
t i c u 1 a r 1 y
prominent. In
effect, prices
seem to be the
regulators of
economic ac¬

tivity. The pe¬
riod of expan¬
sion is almost

always ac¬

companied by a progressive rise
in prices; whilst ,the period of
contraction is characterized by
their progressive fall. Hence the
idea that if we could control the
course of prices, we could at the
same time direct economic activ¬
ity, represents but/a step. It is
presumed that by thus maintain¬
ing prices we would safeguard the
profits of the producers and per¬
mit them to produce. And as a
means of maintaining prices, the
expansion of credit or the devalu¬
ation of money are recommended.
With respect to the expansion

of credit, experience has ade¬
quately shown that it is, an in¬
operative process. In order that
the banks may enlarge their cred¬
its, it is first of all necessary that
the manufacturers and middle¬
men request more of such credits.
At the beginning of a crisis, they
can resort to this means in order
to maintain their stocks. How¬
ever such an attitude on their
part can only slow down the fall
and aggravate it later when they
will have exhausted the credits
at their disposal or will have real¬
ized the danger they are running.
But in such a situation middle¬
men will ask for no more credits
to increase their stocks nor will
industrialists look to credit to
continue producing at a loss., This
caused an English economist to
say, during the depression which
followed the crisis of 1929, that
the only way to increase the
means of payment in these con¬
ditions would be a mass distribu¬
tion of banknotes to the popula¬
tion by throwing them out of air¬
planes... I

Devaluation in the 1930s
'

. 1 ■■■■.'. *i "> • . \:' .i . . :< V-'* .'.V
The idea that we could main¬

tain prices" and so avoid *a ^de¬
pression by increasing the official
price of .gold, in other words, by
devaluing. .the money, was the
main idea on which the monetary

policy of Great Britain was based
in 1931. The Roosevelt Adminis¬
tration likewise experimented
with it in 1933, and it was after-

• wards followed by a number of
! other countries.

, These experi-
; ments everywhere proved decep-

§ itive. Nevertheless, devaluation,
I ;as a remedy for depression, has
i always numerous advocates.

II First, let us note that the de-
| valuation of money does not
cause an immediate and general
rise in prices. It is usually be¬
lieved that by devaluing money,

say 20%, the amount of the means
of payment is at the same time

\ proportionately increased and that
| a general rise in prices of 20%
must thereby immediately result.
In reality, the . adjustment ol
prices to the reduced standard of
value is a slow and irregular proc¬
ess. Several months go by before
prices begin to react to this meas¬
ure. Products imported from
abroad after devaluation ..adapt
themselves first to the new stand¬
ard of value; exported products
then follow them; and, according
to the calculations of Irving
Fisher, about - 33 months elapse
before all prices come approxi¬
mately into line with the new
value oT money. Therefore such
a remedy cannot ward off the
crisis and stop the decline ol
prices: it can only act as a brake
on the latter.

But can this slowing down ol
the fall in nominal prices have a
beneficial effect on economic ac¬

tivity? Can it markedly slow
down the progressive reduction of
production and the correlative
increase of unemployment? Those
who support devaluation delude
themselves about it.

*

Profits, Not Prices, Effective

They first of all forget that it
is not prices themselves that di¬
rect economic activity, but profits.
Let us suppose that prices of
goods as well as those of services
were free and rose uniformly and
proportionately with the decrease
of the value of money; then
nothing would be changed in the
conditions) of production. It is
evident - that - the- manufacturer
would have no advantage in the
rise of prices of his products, if
prices of raw materials and wages
of labor were to rise in an equal
proportion. There would then be
a change in the nominal prices
and in the bookkeeping figures
but nothing else. The adjustment
of prices to the new value of
money being accomplished,, the
decline of..prices would, be re¬
sumed and would become more

pronounced. For the raising of
the nominal prices not only would
not have improved the economic
situation, but would have aggra¬
vated it. •'* 1' '* .J
I , An economic crisis is, ;, indeed,
a symptom of a lack of equilib¬
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rium in economic life which can¬

not be eliminated by artifices, but
must find a natural solution. This
lack of equilibrium is brought
about by several years of intense
economic activity, which finds an

expression in growing investments
and production and is generally
accompanied by a progressive rise
in prices. Such activity leads after
four or five years to a lack; o
proportion between the capacity
of production of consumer goods
on the one hand, and the pur¬

chasing power of consumers or
the other hand; in other terms
it causes what is called an over¬

production. The fall of prices is
the result of this situation. It is
the mechanism of restoring the
balance between the purchasing
power of the consumers and the
capacity of production of industry
through a depreciation of the
stocks of goods and of industrial
equipment, thus making it pos¬
sible to dispose of the increased
production of goods.

Devaluation Impedes Equilibrium
Devaluation of the currency no^

only fails to make a useful con¬
tribution to the restoration o*
equilibrium but in fact impedes
it. Actually the devaluation ol
money brings about a concentra¬
tion of fortunes which favors sav¬

ing and reduces consumption
Thus devaluation diminishes the
assets and the incomes of the

creditors to the advantage of the
debtors. But the number ol

creditors, chiefly composed of
holders of small savings, is far
more considerable than the num¬

ber of debtors. Devaluation there¬
fore hits in" particular the con¬
sumer classes having fixed in¬
comes: civil servants, employees,
the liberal professions, recipients
of pensions, people living on in¬
comes from investments, etc. And
at the moment when the economic
situation demands increased con¬

sumption to meet increased pro¬

duction, a situation is created that
produces the opposite effect. The
result of such a remedy in reverse

—and-of a morality more than
doubtful—can be but a renewed
and sharper decline of prices.,
It might be • thought that de¬

valuation; by diminishing the in¬
debtedness of the manufacturers,
would reduce the cost of manu¬

factured goods and stimulate pro¬
duction. But such a conclusion
would be faulty. In reality, in a

buyers' market the production is
only determined by the current
expenses of production. For the
latter, only the working capital
matters but not the rate of inter¬
est on old debts incurred for the
establishment of plants and for
the constitution of stocks of raw

(Continued on page 31) ;
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Market Position Requires Caution
By LEWIS HANEY ;

Professor of Economics, New York University

Dr. Haney, in review of the stock market, sees opposing forces
operating for and against continuation of recent upswing, and
concludes, that considering extent of recovery, position of market

should be regarded with caution.

Stocks, as anticipated, turned in another small gain last week.
This was notable as registering new highs for the ..current inter¬
mediate rise. At the same time, the movement showed some signs
of faltering. Thus the position should be examined carefully. On the

one hand, i i<$
may be agreed favors survival of American in-

Lewis Haney

that (1) as a
result of busi¬
ness recession,
the tendency
a t Washing¬
ton has be¬

come more fa-

vorable to

business. Also

Congress o n
the whole? has
proved to be
relatively con¬
servative.

To this bas¬

ically favor¬
able condition,

may be added two main factors:
(2) the easy-money and deficit-
financing policy promises: re¬
newed inflation, which tends to
favor stocks, (3) there is a rela¬
tively large short interest, on top
of which is to be considered the
"sold-out-bull" interest which is
now beginning to wonder if it
may have "missed the boat."
The amount of idle cash await¬

ing investment in stocks is prob¬
ably large.

f Thus we come to one of thoss
periods where an important ques¬
tion is: Will something happen
that will precipitate short cover¬

ing and , postpone investment
buying?
On the other hand, there are

certain less favorable points. The
general business recession con

tinues, as indicated b,y factory em¬

ployment, business loans, freight
traffic, and steel production. The
condition of England is an unfa¬
vorable factor. -

i Also, the action of the market
suggests that the going has be¬
come more difficult at the higher
ievels. The rate of gain has slowed
down, and the most active stocks
have shown less buoyancy. The
railway stocks continue to show
little progress. 'Si, ' <

• Considering the extent of the
Recovery during the > last five
weeks the position may well be
regarded with caution.

•/ - * * * * '..t

i It strikes me that under these
Circumstances it is well to (1) sell
speculative issues on further
strength;.: (2) hold sound invest¬
ment stocks, and (3)"keep about'

(De-third of one's funds in re-erve in savings bank or in Gov¬
ernment bonds. " : . •. .".t
i The general basis for invest¬
ment policy should be governed
jjy facts,.."and these are: We are
still in a business recession;* the
financial policies of the Admin¬
istration are thoroughly unsound
(and there is every reason to sus¬
pect that its attitude toward busi¬
ness and stocks would become less
favorable if recovery occurred).
But high-grade dividend-paying

stocks may be held as long-pull
investments; since (a) the outlook

dustrial democracy, and (b) stock
prices certainly seem nearer bot¬
tom than top, thus furnishing a

good basis for average yields.
* * *

The bull points are as follows:
New highs exceed new lows.
Volume of trading generally

parallels price movements. Most
active stocks still gain.

Large short account.
Gain in building activity and

large auto sales.
Inflation of the currency goes

on^''-^^v<'-;:v:'5/;-V'>i.'^; -V

The bear points are:

The rise last week wa^ not in

proportion to the increased vol¬
ume for the week.

The amount of gain, and near¬
ness of important upper resistance
suggests a corrective reaction be¬
fore long.
The business recession appears

to be unchecked, and. Government
stimulants may not bring con¬
fidence.

'

When all is said, it remains true
that no indications that any large
decline is near can be seen at the
moment. Maybe a spell of mere

"irregularity" is the answer.
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COMING

EVENTS
„ j - In Investment Field

Sept. 9-11, 1949 (Oregon)

Pacific Northwest Group of th<
Investment - Bankers Association
1949 meeting at thee Gearhar1
Hotel, Gearhart, Oregon.

Sept. 16, 1949 (Cleveland, Ohio)
Bond Club of Cleveland fall

party at Sleepy Hollow Country
Glub. : . :

Sept. 23, 1949 (Pittsburgh, Pa.)
Bond Club of Pittsburgh Fall

Outing at Chartiers Country Club

Oct; 5-9, 1949 (Colorado Springs
— Colo.)'. -

National Security Traders As¬

sociation Annual Convention a*

The Broadmoor Hotel.

Dec. 4-9, 1949 (Hollywood, Fla.)
Investment Bankers Associatior

Annual Convention at the Holly¬

wood Beach Hotel. ; ■

Dec. 9, 1949 (New York City)
New York Security Dealers As¬

sociation 24th Annual Dinner at

the Hotel Pierre Grand Ballroom
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Stix & Co.
investment securities
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Members St. Louis Stock Exchange

Whether It's Hoi

, Or Gold
Be sure to read "Our

Reporter's Report'? col¬
umn every week in the
"Chronicle" to see how

those new issues are

?oing.
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you want to influence
■
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_ To reach the whole financial'

community, more advertisers

place more financial advertising
'

in The New York Times than in

any other newspaper in the world
... because The Times is read in

T 11 ,ooo communities in all the 48
states. And air delivery puts The

- Times on sale the day of publi¬
cation in more than 130 key
cities throughout the U. S.
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Real Task oi ECA Still Lies Ahead
: . - * ■ By james j. wadsworth* -y ;•r ";/>/ vv'a

v Special Assistant to Administrator, Economic Cooperation Administration > '

ECA official, pointing out postwar U. S. export trade has been paid for largely by U. S. taxpayers •

through gifts of government money abroad, foresess need of more imports to enable foreign countries
to balance payments. Decries fears of competitive effects on American industry, and says ultimate ob- -

ject of ECA is establishment of permanent world peace. Lauds cooperation of American industry in
. ECA program and says small business can participate in its benefits. Warns, despite first year's suc¬

cess, ECA tasks still lie ahead and gains already made should be consolidated and increased. '
'

Over the past few years the words "world trade" have taken on a new significance for
many Americans. The course of world events, particularly since the war, has brought reali
zation that economically, as well as political^, no nation, not even ours, stands alone.

Tradition- *

James J. Wadsworth

ally, we Arner-
i c a n s had

thought of
ourselves as

self-sufficient.
We regarded
our natural re¬

sources as so

v a r i e d—s o

a b u n dant—

that we as¬

sumed we

could get
along without
the rest of the
world.
The postwar

economic

crisis in Europe taught us the fal¬
lacy of that theory. Just as the
myth of our political isolationism
disappeared in the smoke over
Pearl Harbor so did this economic

fairy tale dissolve before the grim
facts presented us by conditions
in Europe in 1947.

During the years immediately
after the war we provided Eu¬
rope, primarily on a relief basis,
with the elementary necessities of
life. It was a costly process. From
rnid-1945 to the passage of the
Economic Cooperation Act in
April, 1948, we had made available
to Europe in loans, grants and aid
to the occupied areas approxi¬
mately $11,900,000,000. This huge
cutpouring of funds kept Europe
from starving but it gave no

promise of putting the nations
back on their feet economically.
It offered the people little hope
for the future and their insecurity
bred a political desperation which
threatened the survival of the es¬

sential characteristics of European
civilization—its- free institutions
end-the personal liberties of its
citizens. .

; F or the most part, the American
export market during this period
was kept alive by our relief pro¬
gram. That this arrangement was
artificial and dependent upon the
tax dollars of the American people
was" only dimly realized, but to
those who did understand, it was
obvious that it could not continue
indefinitely. j

At first few persons in the
United States appreciated the
gravity of the situation. But as

conditions worsened, more and
more people in this country began
to recognize that world peace and
our own economic stability de-;
pended not merely upon keeping
Europe just barely alive but upon
her restoration to full economic
health and the maintenance of her
political independence. ^ .

Origin of ECA

Against this background of
dawning comprehension, on June
5, 1947, George C. Marshall,1 the
American Secretary of State,
made a speech at Harvard Uni¬
versity. ., "Europe," he declared,
"must have substantial additional
help or face economic, social and
political deterioration of a very
grave character."

The plan he proposed—later to
become the European Recovery
Program—told the European peo¬
ple that America had confidence

'
1 *An address by Mr. Wadsworth
More the First Pacific Coast
World Trade & Marketing Con¬
ference of Western Management
AmsM^ion, Berkeley, Cal., July
20, 1349.

in them. It gave Europe not the
promise of an indefinitely con¬
tinued dole but the foundation of
a joint effort in which each part¬
ner could work with dignity and
self-respect toward permanent
peace and prosperity. It gave
America a constructive basis upon

which she could throw the im¬
mense weight of her productive
force into the balance of world
affairs on the side of peace with
freedom. It was a reaffirmation of
our faith in a pattern for living
ieveloped by the free people of
Europe and America over the cen¬
turies—men working for them¬
selves, helping themselves and
oach other, in an atmosphere of
reedom and with a community of
interest.

At little less than a year later-
April 3, 1948—the American Con¬
gress put Secretary Marshall's
proposal into legislative form—

;he Economic Cooperation Act.
The European Recovery Program
was launched at a cost, for that
first year, of something over five
billion dollars.

What did the American people
expect in return?
The answer is simple and obvi¬

ous. America expected something
of even more importance than the
economic benefits which we, as
well as the rest of the world, will
derive from increased, European
production and the expansion of
world trade.

Purpose, To Lay Foundations
of Peace

America's over-riding interest
is permanent world peace. The
theory which underlies the entire
recovery program is that a solu-
t on of Europe s economic difficul¬
ties is the only way to assure that
peace and to lay the foundations
of a worldwide social structure in
which all men can live in decency
and dignity and security. Civiliza¬
tion cannot afford another war. It
cannot afford the economic insta¬

bility which breeds war. No mat¬
ter what present sacrifices we are
called upon to make, either as , in¬
dividuals or as a nation, we cannot
fail to take every possible means
to prevent another war to to pro¬
mote economic stability.
I do not doubt that all of you

now present are in complete
agreement with that thesis. To
those who hesitate I can say only
this: consider the alternative.
Honest isolationists and half isola¬

tionists, . political or economic,
must ask themselves how their

policy would work. They will
have to admit that isolationism of

any kind would throw us back to
the defense of our own frontiers

politically and economically to re¬
stricted prosperity. I think it can
be demonstrated that such a

course, laying aside all mqral
questions, would be far more cost¬
ly even 4n dollars and cents than
the policy of mutual aid and co¬

operative effort now being pur¬
sued.

However, we cannot expect this
policy to succeed unless we accept
it wholeheartedly—accept all its
implications. Formet Secretary
of War, Henry Stimson, said last
year:
"It would be shriveling timidity

for America to refuse to play to
the full her present necessary part
in the world. The certain penalty
for such timidity would be fail¬
ure." ■ : • • •

Mr. Stimson said further:
"I have served as Secretary of

War in a time of frightened iso¬
lationism and again in a time of
brave and generous action. 1 know
the withering effect of , limited
commitments and I know the re¬

generative power I of full action."
The European hRecovery Pro¬

gram was adopted by the Amer¬
ican people in a spirit of "brave
and generous action." Its regen¬
erative powers have been amply
demonstrated in the accomplish¬
ments of the program to date.
That spirit must be maintained.

Some Repercussions

Admittedly, there will be some

unfavorable, if temporary, reper¬
cussions. A Europe again prosper¬
ous, producing to her tuil capacity,
must have markets for her gooas.
She must have a market, for one
thing, in the United States if she
is to earn the dollars she needs
to buy here. That she must con¬

tinue to buy here is obvious. . In
the first place she needs goods
and services available only in the
United States. In the second, Eu-
rooean markets are important to
America's prosperity.
Perhaps it might be well to

pause a moment here and examine
this European market in its rela¬
tion to our own economy. Over
the years a substantial segment
of our national production has
been geared to the demands of
overseas markets. Millions of our
workers have been employed in
meeting this demand. Millions
have been kept employed because
of the needs of these workers. In

1938, for example, and that was a
low export year,' the Bureau of
Labor Statistics has estimated di¬
rect employment from onr exports
at 1,500,000 people. A large num¬
ber of other workers were em¬

ployed in Supplying this group
with food, commodities and serv¬
ices. In the first half of 1947—a

high export year—approximately
3,100,000 of our factory workers,
miners, railroaders and farmers
were kept employed producing
and handling exports.' , .V,
; The 1947 exports W e r e, ; of
course, largely maintained by the
gifts and loans the United States
was making to the European na¬
tions. American producers and
exporters who look back on 1947
as a "good year" should keep this
fact constantly in mind. Those
who have benefited from the 1948

export program should likewise
be reminded that it was, for the
most part, ECA dollars that made
those exports possible. Had there
been no American gifts or loans
in the postwar years—no ECA in
1948—Europe would have been
unable to find the dollars to make
these purchases no matter how
badly she needed them. The
American export market would
have dwindled to a mere trickle.

I think, perhaps, a little illus¬
tration here might be helpful. To
date ECA procurement authoriza¬
tions for the United Kingdom to
buy U. S. canned fish have totaled
$4,850,000. The authorizations have
been used for the purchase of pil¬
chards (California sardines).
The last U. K. purchase of

canned fish in the U. S. was from
the 1947 season. Due to the U. K.'s
lack cf dollars it was limited. In
1948—before ECA authorizations
went into effect—for the first time

(Continued on page 21)

LETTER TO THE EDITOR:

Stockholders Unions—
I Objections Considered
Elisha M. Friedman, author of proposal to organize stockholders
into unions by companies and industries, evaluates "Chronicle

readers' criticisms.

if

Misinterpretation of the Critics

Editor, Commercial and Financial Chronicle:
The proposal to organize stockholders unions first by companies,

then by industries and finally into a National Federation of Stock¬
holders unions has been attacked by two critics writing in the
"Chronicle." One states that "it looks as if this speech had been writ¬

ten from a seUs —

Chsha M. Friedman

of by-laws
drawn by a

corporation's
"

counsel." The
fear is lex-
pressed that
the manage¬

ment will con¬

trol the stock¬

holders union

because the

management
- will select or

approve the
• list of nomi¬
nees to form

the board of
the union. The

plan is also criticized because on3

outstanding corporation director
s suggested to be chairman or
liaison officer of the stockholders
union. It is charged further that
such a union will be a front for

management in fighting labor, the
taxing authorities and the SEC.
Finally, this critic objects to hav¬
ing a Temporary Organizing Com¬
mittee for this Stockholders Union
!ormed by issuing houses and
dealers and brokers who have
Hose contacts with company exec¬
utives and who should act as trus¬

tees for their clients. These are

the main criticisms.

The answers are obvious. This
attack showg that'the critic ap*
patently has not read the paper.
The present method of voting yes
or no for one candidate is a de¬
vice used by Hitler and Stalin.
My proposal is that the stockhold¬
ers,' just as in a political election,
elect one-half the total number of

candidates to the board of the
stockholders union. The defeated

candidates will have no status. In

iime, the method of nomination
^nd election will be improved fol¬
lowing the precedent of political
elections.

1 No Reason to Fear Corporation
'"Directors ll;': * 'li; :'A

r There is no reason to fear hav¬
ing* one outstanding corporation
director act as a chairman or liai-

$on- officer of the board of the
Stockholders Union. The great
mutual life insurance companies
select distinguished - public-spir¬
ited citizens to serve on their
boards. Several ex-Presidents,
from Grover Cleveland to Herbert

Hoover, served in that capacity.
No stockholder need fear having
as a chairman of a Stockholders
Union men like university presi¬
dents Conant of Harvard, Seymour
of Yale, Eisenhower of Columbia
or Stassen of Pennsylvania. Men
of this type would inspire confi¬
dence of the stockholders and

could, nevertheless, exercise a
beneficial influence on manage¬
ment. '

When one critic charges that
there are no small stockholders
"but merely stockholders whose
holdings are diversified into small
lots," the answer is to be found
in the Statistics of Income pub¬
lished annualJy by the Treasury
Department. This shows how
many millions of stockholders
have dividend income totaling
less than $2,000, $3,000, etc. This
is not a matter of opinion but
simple fact, readily available to
anyone who knows where to look.
"In fighting labor and the SEC"

and the taxing bodies, the Stock¬
holders Union is not a front for
management but is defending the
stockholder himself, who is the

victim of shortsighted policies of
labor leaders, legislators and ad-'
ministrators. This "speech" was
not written by any corporation,
lawyer and no corporation man-

. agers.were even consulted. It is
the result of years of free and
unpaid work on behalf of the
private investor before Congres¬
sional committees and in opposi¬
tion to rulings of government
commissions."
Stockholders and management

have more interests in common

than in conflict. But stockholders
have: more interests in conflict
than in common with labor unions,
with regulatory bureaus and with
legislative committees on taxation.
Look at what the railroad labor
unions have done to the railroads.
The labor waste on f?atherbedding
rules exceeds vastly, perhaps one
hundred fold, the total compen¬
sation earned by the railroads*
top management. The tax on

transportation, a necessity not a
luxury, is far greater than the
salaries of all the railroad officers.
Just see to what a low state the
railroads have been brought by
the ICC failure to raise rates

promptly as wages are increased.
Therefore, a Railroad Stockhold¬
ers Union should concentrate on~-

defense against labor unions' pro¬
grams, tax legislation and ICC
policy. By comparison the con-'
flicts with- management are as

trifling as a flyspeck.

First Things First ^ .

One critic states that "Share¬
holders are to be vocal only when"
it comes to government and labor
but otherwise are expected to be
silent concerning ~ management
abuse." The other critic would
have stockholders work with,

management not just on matters
pertaining to government and la¬
bor but on all matters pertaining
to stockholders interests." The re¬

ply is obvious. First things come
first.! The rise in the corporation
income tax from 24% to 40% di¬
verted substantial sums from the

stockholders. By comparison, the
question of the size of salaries to
officers and directors is micro¬

scopically insignificant. Similarly,
a wage increase of 10% or 20%
may be equivalent to one or more

years dividends and be many times
the total of managers' salaries. In
fact, some wise corporation exec¬
utives realizing this, report the
percent management compensa¬
tion to total wages. Even if the
managers got no salaries, a stiff
wage increase could bankrupt a.

company. .This is not a matter
of vague impressions but of pre¬
cise accounting analysis. These
critics would adopt a penny-wise
and pound foolish policy. They
would concentrate on the details
and have a blind spot for the big
defects.

Besides, it is management which
has created American technical

,

progress, the highest wage rate'
and the resulting highest standard
of living in the world. It has.
well served the consumer and has

kept faith with the investor. And
management has done so in spite
of the obstacles imposed by
shortsighted politicians who con-,

tinually belabor business and by
ignorant and anti-social labor
leaders who press for evermore
featherbedding rules, more re- -
strictions on efficient production,

(Continued on page 34)
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•r-v; Steel, the nation's key industry, still occupies the front of the!
stage this week in our business economy;' Next; Thursday, President
Truman's, fact-finding board—Messrs. Daugherty, Rosenman ?nd-

v Cole—will meet in New York to conduct open hearings in the wage!
dispute. Whether their report and recommendations-will- be based;
on true and impartial facts and an equitable solution rendered within
the 60-day labor-management truce or .whether the .government's!
"intervention" will be just another way by which Mr. Truman cart

*

pay off his so-called election day debt to Mr. Murray's union remains;
to be seen and will be watched by management and labor as a fore-j
runner of what we may expect in future industrial labor settlements;
j If the settlement is determined on a political basis and not on
merit and justice, the country's great and magnificent business enter*
prises will be in for a sad future, indeed. All lovers of fair play are
hopeful that the Board's recommendations will place the country's
welfare first and ignore entirely Mr. Truman's political debt to Mr.
Murray and his Union in its considerations. ■ ■■////;■ I

Commenting editorially on the steel situation this week, "Iron
Age," national metalworking weekly, says in part:

Like any hypochondriac who must wait weeks for the doctor's
report, the steel industry has the jitters. This week it is getting a
shot in the arm—a slight pickup in orders. The possibility of lower
-prices on major steel products has been pushed into a dark corner
and steel sales people think it will stay there at least until Fall.

Right now the industry is more uncertain of its immediate
; future than it has been at any time in the past three years. Several
things contribute to this confusion: (1) customer pressure for lower
'steel prices has about stopped; (2) delivery dates on some products
"are a little more extended than they were a month ago; (3) incom¬
ing order volume is up, and is better than it was a month ago. How-

:
ever quick delivery is still a big factor in determining who books
steel business.

. 7 ■ ■ - ,■■ /;,. . .

The first three factors are due at least in part to the steel labor
truce. They show the beginning of buyer uncertainty on steel
delivery six weeks or so hence. And as some products get a little
harder to get, the buyers begin to stampede—pushing deliveries still
further ahead. That some mills are quoting . six to seven-week
delivery for certain sizes of carbon bars which they have been getting

. in just a few weeks, is amazing purchasing men. This warehouse field,
lethargic for months, has also begun to feel the effects of buyer

•

concern over steel supply. It is still far from the panic state that
^characterized 1948 markets and there is nothing now to indicate
— it will approach it. , • l. v- -vV •'

"Iron Age" further observes that buyer pressure ,fof lower
steel prices began to ease off several weeks ago. After July 15
it practically stopped. Steel salesmen report less dickering over
prices and more concern' with delivery dates. The buyer with
an unbalanced inventory is shopping around for the fastest
delivery. In some cases he will pay $3 to $4 a ton more to get
steel quickly from a more distant mill when the local mill can't,
meet his delivery needs.

This shows that steel fabricators are beginning to clear up some
of their excess inventory. But there is still a lot left. It may be late
September before the real status of steel users' inventories is known.
In the meantime there will be more of this hand-to-mouth buying
by firms whose total steel stocks are fairly large but who are short
on specific items.

, ' ' : ' *
STEEL OPERATIONS RISE TO BEST LEVEL IN 5 WEEKS

The American Iron and Steel Institute announced this week >

that the operating rate of steel companies having 94% of the ;

steel-making capacity of the industry will be 81.5% of capacity
for the week beginning July 25, 1849, as against 78.3% in the
preceding week, or an increase of 4.1%.

This week's operating rate is equivalent to 1,502,500 tons of
:-i steel ingots and castings for the entire industry, compared to

1,443,500 tons a week ago, 1,473.000 tons, or 79.9% a month ago,
and 1,678,100 tons, or 91.3% of the old capacity one year ago and
1,281,210 tons for the average week in 1940, highest prewar year.
The Steel Institute reports that steel production in U. S. has

Tisen to its highest level in past five weeks, or since June 20. This
production recovery may represent advance buying by consuming
industries to forestall the possibility of a strike in September when
the 60-day labor management truce ends.

V. S. STEEL MAKES A HALF YEARLY RECORD

Irving S. Olds, Chairman of the U. S. Steel Corporation, an¬
nounced last Tuesday that shipments, billings and profits for the first
half of 1949 exceeded the Company's boom year of 1929. Production
and shipments, however, have fallen sharply during the first twenty
days of July when deliveries were only 70.3% of capacity for week
ended July 23 and production averaged 80.9% of capacity, For the

.,■*! second quarter, production averaged 99.8% and shipments were close
to capacity. Payrolls and employment were maintained in spite of

'

the drop in output from the first quarter level of 101.5%. The
corporation's net income amounted to $94,052,265 for the six months
ending June 30. /. . /■■V. :

LEADING DEPARTMENT STORE SALES CONTINUE DECLINE

According to the Federal Reserve Board's index, department
store sales in New York City fpr the weekly period to July 16, 1949,

f declined by 11% from the same period last year. In the preceding
week a decrease of 11% was registered below the similar week of
1948. For the four weeks ended July 16, 1949, a decrease of 11%
was reported under that of last year. For the year to date volume
decreased by 7%. i

Department store sales on a country-wide basis, as taken from
the Federal Reserve Board's index for the week ended July 16, 1949,
decreased by 9% from the like period of last year and compared with
a decrease of 7% in the preceding- week. For the four weeks ended

(Continued on page 35)
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International Gold Coin

Standard Conference
Monetary economists and foreign
trade leaders to discnss benefits
to trade and investments abroad.

'I- ••• "
V * r: • Vi !■-

"Steps immediately possible in
the direction 6i international

• V 4 7"-^ m one t a r y
* stabilization

, .through adop-
i tioir " by tne

• - United s States

; of a thorough-
-going gold
standard at

T $3fj. per ounce

iwill v be dis-
cus.sed.at a
co nfe rence

being ar¬

ranged by the
Economist s'
National Com-

; , , . / . mittee on

Dr. Walter E. Spahr Monetary Pol-
, * ;' icy in cooper¬

ation with leaders in foreign
trade for Sept. 8, Thursday, noon
and afternoon sessions, at Hotel
Roosevelt, New York.
"The program," Dr. Walter E.

Spahr, Executive Vice-President
of the Committee, says, "will
cover ; the following questions":

(1) What is the gold coin stand¬
ard?

(2) How it would facilitate in¬
ternational trade; " *

(3) How a gold coin standard
would stimulate private invest¬
ments abroad.

. (4) Steps that should be taken
immediately in direction of inter¬
national monetary stabilization.

"Monetary experts and leaders
in international trade will speak
on the major subjects. Questions
and answers will follow.
"Chairman of the Conference

will be Dr. James Washington
Bell,'Chairman of Department of
Economics, NorthWestern Univer¬
sity, and President of the Econo¬
mists' National Committee on

Monetary Policy; Coordinator of
Arrangements for the conference
will be George F. Bauer, Vice-
Chairman of the International
Trade Section, New York Board
of Trade."

Halsey, Stuart Group
Offers La. & Arkansas

Ry. Equip, Trust Clfs,
A banking group headed by

Halsey, Stuart & Co. Inc. won the
award July 27 of $5,640,000
Louisiana & . Arkansas Ry. • 2%%
equipment trust certificates, se¬
ries D. The issue was immedi¬

ately reoffered, subject to ap¬

proval of the Interstate Commerce
Commission, at prices to yield
from 1.10% to 2.50%, according
to maturity.
The certificates mature $235,000

semi-annually from Feb. 1, 1950
to Aug. 1, 1961, inclusive.

With Bradley Higbie & Co.
(Special to The Financial Chronicle)

-DETROIT; MICH.—Joseph E.
Burke is with Bradley Higbie &

Company, Guardian Building,
members of the Detroit Stock

Exchange.. f ». /

J. H. Goddard Co. Adds
(Special to The Financial Chronicle)

BOSTON, MASS.—John F. Hub¬
bard has become associated with

J. H. Goddard & Co., Inc., 85
Devonshire Street, members of
the Boston Stock Exchange.

Henry Hering Opens
(Special to The Financial Chronicle)

LOS ANGELES, CALIF.—Hen¬

ry R. Hering is engaging in a se¬

curities business from offices at

111 North Larchmont Boulevard.

By A.WILFRED MAY

A. Wilfred May

Obscure Dividend-Declaration and the Investor ;

To this column; which has been airing possible causes of in¬
vestors' current qualms, has come a most constructive communication
suggesting as a contributing factor the confusion generated in the
public by the non-uniformity of dividend-disbursement. This point,

/made by a partner in a large Stock Exchange
firm, has nothing to do with the amount of divi¬
dends related to earnings, nor to any phase of
'directorial dividend-policy (whose significance
have been discussed in this space previously). It
is concerned with the obscuration of the amount
and regularity, of disbursements.
In addition to the stockholder's feeling of in¬

security arising- from the irregular pattern of
'

dividend payments, which Mr. Erpf ably explains,
there is the confusion implanted in the investor
by the differing and obscure ways in which they
are reported by the press. For example, the two
New York City metropolitan morning and one
evening daily report the rate on an annual basis
calculated on the last quarter's or semi-annual
declaration. Unless otherwise noted, special or
extra dividends are not included. On the other

hand, another of the evening papers reports the
amount of dividends actually paid up to the previous market close,
with additional special symbols.

The financial dailies likewise differ. One of them reports divi¬
dends, unless otherwise specified, in the amount paid or payable
within the latest 12-month period. The other publication in this
category reports both the amounts paid in the previous calendar year
and to date of publication in the current year. , ■;

"The Exchange" a monthly publication of the New York Stock
Exchange, in a major article on "Dividend Yields" in its current issue
shows for 196 stocks the 5-year average dividend including extras,
and for the current estimated cash dividend, a rate based on latest
"normal" payment excluding extras. ( >

; It would be a most constructive step for American industrial
corporations to agree on uniformity in the declaration of dividends
to take care of the effects cited below by Mr. Erpf. Presumably
this could be effected through the efforts of trade associations. The
non-uniformity of press reporting, outlined above, could be corrected
by agreement through the Financial Writers Association, or in¬
formally by the financial editors. - v;

MR. ERPF'S COMMUNICATION
• Dear Mr. May: r ;->■

I am certain that one of the impediments in the buying of-7
common stocks today for investment income is the confusion
concerning dividends. Mind you, this has nothing to do with the-
question of the proper amount which should be paid out of earn-

• ings. The management and directors should determine this and '
their conservative policy over recent years has had ample justi- :
fication, whatever the hue and cry may be concerning a particular/*
company. . .

In the bad old days, when corporate tax rates were less
volatile, it used to be the fashion to declare a regular dividend
each year out of each year's earnings and to declare a year-end; •

extra when warranted out of that year's earnings. This gave the-
/' 1 (Continued on/page 30) ';/•/ ■ ■'/

Snyder Optimistic on European Recovery f
Secretary of Treasury, in first statement on return from tour of/
Europe says progress in many respects exceeded earlier expecta-;1
tions. Stresses efforts to increase Europe's dollar earnings and sees;,
international Monetary Fund as appropriate forum for adjusting';,,

exchange rates. - *
In his first statement made since his return from a three week

tour of European capitals, Secretary Snyder said on July 25 that the
progress of European recovery has in many respects exceeded earlier
expectations. Western Europe, he said, had made substantial progress
irr

<t> ——?in increasing

p r a duetton
and in raising
levels of con¬

sumption. Eu¬
ro p e as a

w h o 1 e, t h e

Secretary said,
does not ap¬

pear to be en-
c ouptering
difficulties in

meeting its
payments out¬
side the dol¬
lar area.

But he em¬

phasized that
Europe must
concentrate its efforts on increas¬
ing dollar earnings.
In all of his talks, the Secretary

stated that he reaffirmed the im¬
portance of the role of the Inter¬
national Monetary Fund as the
appropriate forum for the discus¬
sion of exchange rates.

The Secretary repeated that, as
announced before his departure,
the primary purpose of his visit
was to.consult with U. S. Treasury

.fnhn W. Snvd^

Representatives, U. S. Diplomatic
Representatives, E.C.A. officials,
and Foreign Government author¬
ities ir; order to obtain a* first¬
hand picture of current economic
and financial developments in
Surope and of the present think¬
ing of European leaders.
With this purpose in mind, Mr.

Snyder said he met and talked
with responsible financial officials
in each capital visited. The Secre¬
tary said that the officials with
whom he talked assisted him In
obtaining a clearer understanding
of economic and financial de¬
velopments.

In connection with his conver¬

sations in London, the Secretary
stated it was the consensus that
the problems raised there required
further consideration. It was ac¬

cordingly agreed that a meeting
would be held in Washington in
early September to continue these
discussions. Canadian financial
authorities participated in the
London talks and will also par¬

ticipate in the Washington talks.
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A Platform for Business
By CHARLES LUCKMAN*

President, Lever Brothers Company, Cambridge, Mass.

Cautioning, as a nation, we cannot afford to become economic hypochondriacs, prominent industrialist
urges a still greater job than ever before be done to expand economy and raise American living standards
further. Says return of buyers' market should be met by greater advertising and selling efforts, by re¬
duction of costs through improved production and distribution methods, sound wage policies, and lower

prices wherever possible. Advocates business willingness to expand.
Fear has won a beachhead in America, and the people of this country, although vic¬

torious in history's most devastating wars, are retreating before the shadows of an uneasy
peace. Fear, unknown in war, is producing an astonishing paradox in the richest and strong¬

est nation in^

Charles Luckman

the world— it
is persuading
the American

people to
talk them¬
selves into a

depression.
A defeatist
attitude is
encountered

on all sides—
from board
room s t o
barrooms.
'Whether ' it's

a group v of
clerks in a

cafeteria or a

■ group of cor¬
poration big-shots at a banquet,
the main dish is ■ likely to be
■despondency, seasoned with dire
rumors and garnished with
gloomy statistics. V< Hi

These dim views of America's
^economic health have apparently
gained wide acceptance, although
the facts of America's economic

strength are known* to everyone.
On the radio, in magazines, in our
newspapers, the basic soundness
«f America's economic position
has been clearly pointed out. Be¬
cause they do not fit into the
melancholy fashions of the hour,
such statements fail to register on
the public mind. But they are

starting facts and should be re¬
peated again and agaip. Here
they are:

(1) 59 million workers on the
job;

(2) $200 billion in liquid sav¬

ings;
(3) $215 billion personal in¬

come for 1949;
(4) High purchasing power—

53% greater than prewar.

Jt would seem preposterous that
anyone could manipulate these
figures and come up with an an¬
swer that equals disaster. Yet,
that is precisely what many
Americans are doing. By emo¬
tional arithmetic, these viewers-
with-alarm add two and two and
.get zero. -But the record they
scan is their own fever chart—
aaot the record of America's eco¬

nomic health and vigor.

We Cannot Afford Economic

Hypochondriacs

Now you and I know that as a

nation, we cannot afford to be
economic hypochondriacs because
a country, like an individual, can
ivorry itself sick.
The sort of emotional arithmetic

Indulged in by these alarmists is
typical of Pravda, in which Amer¬
ica as a land of opportunity and
promise has long since been writ¬
ten off. The Russians, who ac¬
cording to Pravda, invented the
electric light, the airplane, the
radio, penicillin — and the safety-
pin—also invented the theory that
America is headed for the most
colossal bust in history. This
amiable proposition has appealed
to those comrades in the USSR
•who view Siberia with distaste,
and to a small group in the United
States which regards "01' Man
Hiver" as a sleazy capitalist ver¬
sion of the "Volga Boatmen." ' >

The reaction of many Americans
to the problems of this postwar
period suggests something Thomas

■f *An address by Mr. Luckman
before the Los Angeles Chamber
of Commerce, Los Angeles, Calif.,
July 20, 1949.

Jefferson wrote to John Adams in

April, 1816.
Jefferson wrote:
"I think, with you, that is is a

good world. ... There are, in¬
deed, gloomy and hypochondriac
minds, disgusted with the present,
and despairing of the future;
always counting the worst will
happen, because it may happen.
To these I say: What grief has
been caused by the evils that
never happened! I steer my bark
with Hope in the head, leaving
Fear astern. . . ."

Today's counterparts of those
gloomy individuals confuse fears
with facts. Though knowing, in
their hearts the essential health
and vitality of our free economy,
they yield weakly to the counsels
of despair. Seized with the jab¬
ber-jitters, they prattle about de¬
pression and collapse.

Compromising Our Future
But how can we confuse sha¬

dows with realities? With our

spiritual heritage, and with vast
material resources at our com¬

mand, how can we compromise
our future by a liaison with fear?
'The answer is lack of faith—

for, only through "a lack of faith
in America and in ourselves,
could we mark down the world's
most dynamic economy. ,

Too many of us have accepted
jabber-jitter estimates, of. what
it wrong with America, instead
of finding out for ourselves what
is right with America.
No one can deny that America

faces many grave problems today,
both at home and abroad. No
one can deny that American busi¬
ness has an ample share of these
problems which it must solve it¬
self, if it is to continue its robust
tradition of individual competi¬
tive enterprise. But I do deny,
and most emphatically, that these
problems present any logical rea¬
son for doubt. I deny that chal¬
lenge is a cause for fear.
There is all the difference in

in the world between being aware
Of complex problems and being
afraid of them. This moment de¬
mands a clear-eyed appraisal of
the facts—not an emotional con¬
cern with shadows.
The history of America is an

inspiring saga of great problems
superbly Overcome; of serious
setbacks serving only as new be¬
ginnings for even greater achieve¬
ments. I reject the thought that
at the midpoint in this 20th Cen¬
tury, we will reverse the course of
that history. .'-'V;;;
Not as a politician; not as a his¬

torian; not as an economist, but as
a businessman, I call for a renewal
of faith in the vitality of our
American way of life.

By faith in America, I do not
mean a listless reverence for the

past or a mere submission to the
present. By faith, I mean a cer¬

tainty based on the principles for
which America stands; by which it
has progressed; and through
which it will realize its
full potential of greatness in the
future. Faith in America is not
blind acceptance of things as they
are—it is the belief that we, in
America, can make them better.

A Greater Job Can Be Done

In declaring that today's oppor¬
tunities can be the basis for mag¬
nificent progress and achievement,
I am simply expressing a busi¬
nessman's estimate of what he sees

through his own eyes. And what

I see today, gives me unlimited
confidence in tomorrow. Because
for every minor symptom of de¬
cline, there are a hundred major
elements of economic stability, i

•

Now, of course, nothing in this
world is perfect—and the Ameri¬
can economy is no exception. But,
it we were, perfect, there would
be nothing left for us to do—and
I can assure you that there is a
great job to be done.
This may surprise those of us

who believe that simply because
we have the highest living stand¬
ard in the world, we have every¬
thing we need. Some of us have
become complacent through read¬
ing statistics about the number of
bathtubs and telephones, motor
cars, and radios, owned by Ameri¬
cans as compared with Russians.

• Such comparisons are signifi¬
cant—yes. But they are phenom¬
enal only by the Communist
standard. By American standards
they are not nearly good enough.
Let's face the cold facts!

27 million Americans have no.

kitchen sinks
•

18 million Americans lack wash¬

ing machines
25 million Americans lack vac¬

uum cleaners

1,000,000 American families
need new homes this year

40 million Americans have
neither bathtub nor shower

So, let's not talk- about what
we've got. Let's be more con¬
cerned with what we haven't got.
We must be concerned for two
reasons: First, because these are
human needs that should be met;
and, second, because these needs
provide dramatic illustration of
the fact that we haven't finished
anything—we're only beginning.
There is enough urgent work on

hand for every business now in
existence—and for industries yet
unborn—to keep busy for gen¬
erations to come. In common sense

we have no excuse for a recession,
let alone depression.

The Situation Abroad

So much for the domestic pic¬
ture. Now, what about the situa¬
tion abroad?
Solid progress in the rehabilita¬

tion of war-wrecked countries is
being made through the Marshall
Plan—one of the most far-seeing
and generous enterprises in hu¬
man history. The member na¬
tions of the Plan haive' "already
returned to a prewar level of
industrial output. This has taken
four years, but a return to a pre¬
war level of production after the
First World War took almost
seven years.
Our investment in this superb

job of salvaging civilization ; is
also beginning to pay dividends
in trade. History shows that in¬
dustrial nations are the best cus¬

tomers for American products.
Before the war, for instance, the
ERP nations took 38%, or* the
largest share, of our exports.
Thus, only by increasing the liv¬
ing standards of other areas, can
we expect to find a wider market
for American goods. '

And through its economic
achievements to idate, Marshall
Plan has already paid off polit¬
ically. The tide of Communist
chaos that threatened to engulf
all Europe has been turned back.
Sound progress abroad, and the

stability of our own economic
strength are therefore among the
cold, practical reasons for having

(Continued on page 20)

The Case for 100% Money
By ARTHUR P. BECKER

Chairman, Department of Economics, University of Wisconsin
Milwaukee Extension Division

Advocating 100% reserve money, because it would end creation of
|; money in making of bank loans and its destruction through loan
repayments, Dr. Becker contends also it would simplify money
system and open it to scrutiny of public. Holds full liquidity for
demand deposits would thus be created, and commercial banks will
be able to safeguard solvency better than under current fractional
reserve system. Sees banks able to profit by increase in service
charges to depositors and borrowers. Concludes 108% reserves

would mitigate booms and depressions.
The traditional attitude of probably a majority of bankers to¬

wards an increase in the reserve requirements for demand deposits
is one of strenuous objection. Grounds for such objection has varied
between general opposition to more government control of any type,

especially un- *—— —

Dr. Arthur P. Becker

brushed aside
with a few

^simple words
if for no other

reason than that bankers consti¬
tute a responsible and influential

prices, the relative increase m
turnover has been less than the
increase in prices. Therefore, evi¬
dence points to the quantity of
money as the primary cause of the
inflation. Part of the increase in
money was the' increase in cur¬
rency of $17 billion between the
end of 1941 and the end of 1948,
from $11 billion (approximately)
to $28 billion (approximately).
Towards the end of a period of

prosperity, the quantity of de-
cannot be mand deposits is contracted, whichi

is to say that this form of money
disappears. According to the Fed¬
eral Reserve Bulletin demand de¬

posits (adjusted) contracted fron>
$23 billion (approximately) at the
end of 1929 to $14.5 billion (ap-

necessary in¬

terference,
and the possi¬
bility^ that in¬
creased re¬

serve require¬
ments would
interfere with
the making of
sound and

profitable
loans. These

arguments

group of persons scattered over1 proximately) at the end of 1933.
the nation. Regardless of the final
conclusions of bankers concerning
higher reserve requirements for
demand deposits, it is of utmost

While it is true that the velocity
of money decreased considerably
in this period, it is obvious that
the 1929 price structure could not.
have been supported in face of

riir, C(„. . 7 „ . ,nA this decline in the quantity of
[WhileJhe _ Chronicle is glad m0ney even if the velocity of

to publish this able paper on n money ^acj remained the same.
important controversial question, though it is impossible to prove
editorial endorsement of Dr. statistically, it is none-the-less a
Becker's conclusions is not to be that the decline in the velocity
inferred. Editor \ 0f money was caused, to some ex*

H tent at least. by the destruction of

importance that these community money. There is little doubt that
leaders be fully informed on tms when people have less money they
matter which so vitally affects tend to hold onto it longer, espe-
both them and the nation. Since | daily in the face of falling prices,
no sympathetic explanation of tne'And it is also true that tnis very
100% money has been given to {caution in spending will cause a
bankers, the author has under- further decline in prices and the
taken to write this article in the quantity of money.
hope of filling this void. Let us
first of all, look at the immediate
effect of 100% reserves for de¬
mand deposits.

It is well known by bankers that
the system of fractional reserves
for demand deposits conveys to
the 14,000 odd commercial banks
in the United States the authority

If the fractional reserve system,
for demand deposits would be
abandoned, the making of loans
would not involve the creation of

money, and the repayment of loans
would not cause the destruction of
money. All loans would have to
be made out of time deposits*
which as we shall see later wouldi

increase, and that would not in¬
volve an increase but merely a

to create and destroy money m the transfer 0f money from the bank
.orm of demand deposits. It is also ±0 borrower. Contrariwise*
well known that demand deposit a joan is repayed the money
money is, in terms of volume, the J10t be destroyed but re-
most important type of money
used in the nation. During periods
of recovery and prosperity great
quantities of demand deposit
money are created, while during
periods of recession and depres¬
sion great quantities of demand
deposit money are destroyed.
When the net amount of demand
deposits is increased an inflation
characteristically follows. Bankers
and business men alike have gen¬

erally agreed thiat the war and
postwar inflation has been pri¬
marily caused by the large in¬
crease in the quantity of demand
deposits (minus interbank, U. S.
Government, and cash items in
process of collection) from $39
billion (approximately) at the end
of 1941 to $86 billion (approxi¬
mately) at the end of 1948. The
fact that the supply of most prod¬
ucts has already caught up with
demand and the general price
level is merely leveling off seems
to indicate that primary respon¬

sibility for high prices cannot be
placed upon the shortage of goods
as some persons would have us
believe. While it is also true that

an increased turnover or velocity

of money may contribute to higher

turned to the bank. The money

would then be available for the
depositor to withdraw and use
should he wish. With declining:
and low prices during recession
and depressions it is very likely
that a goodly part of this money
actually would be withdrawn "by
the depositor and spent. Under
the present system of fractional
reserves and the making of loans
through demand deposits, once the
loan is repayed the money is de¬
stroyed. During recessions and
depression, there is far less likeli¬
hood that consumers will borrow*
in fact they are often unable to
borrow, or repay a loan, to in¬
crease their purchasing power. If*
on the other hand, consumers and
businessmen had this money avail¬
able as deposits that they had ac¬

cumulated, there is no question
that they would withdraw and
spend some of their deposits to
take advantage of low prices and
as a result total national expendi¬
tures would be greater.

n

Abolition of the fractional re¬
serve system for demand deposits

(Continued on page 24)
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From Washington
Ahead of the News

By CARLISLE BARGERON

Carlisle Bargeron

Inasmuch as we long ago went in for personalized government:
that is, government by personalities rather than by law, there was
considerable interest and drama in the set-to a couple of weeks ago
between John Foster Dulles, as a new Senator, and Bob Taft. The

; - principles espoused by the two men were second¬
ary. What we wanted most to see was the tilt
between the two men. ■„

The build-up for Dulles' appointment had
been that he was an international expert and was

; needed in the Senate to help that other expert,
Vandenberg, in these days of international crisis.
He was needed to be gotten down here quickly,
too, because Taft only a few days before had an¬
nounced his opposition to the North Atlantic Pact.
No telling how many votes he would pull away
from it.

The situation being thus fraught, the new
Senator was not given time to warm his seat.
He was rushed into battle his very first day.

Well, this is to report that it would have per¬
haps been better for the Internationalists had they
let him look around awhile and adjust his spec-

I
# tacles. Because it is now apparent that as a result

of-his mixing with Taft, they have suffered a sharp setback.
Dulles contended that the pact and the arms implementation pro¬

gram were entirely separate. Pressed by Taft with the fact that the
State Department had been saying for months that they were one
and the same, that it was widely known that the arms implementa¬
tion program had already been prepared and was to be sent to Con¬
gress as soon as the Pact was out of the way, Dulles professed surprise.
He said, in effect, that he could not see how this could be the case

because under the Pact, before any arms could be sent a committee
of the allied nations had to be set up and it was to determine just
what was needed by way of implementation. This was quite a sur¬

prise to those in Washington who had long been following the subject;
<

. Well, the Pact was ratified by more than the necessary two-thirds
majority and forthwith Mr. Truman sent up a bill to the Hill calling
fqr an appropriation of $1,450,000,000 for arms implementation and
providing that he should have the say as to which countries should
get the arms and how much. .

Mr. Dulles, to support what he told the Senate, must now express
horror over such a proposition and say that he can't go along with it,
that the best he can support is a greatly reduced interim aid until
that mythical committee of which he spoke can get together, make a
study and report. " , ^

The Pact itself was never in danger. But now the Internation¬
alists have lost a vote for the arms implementation in which they
certainly must be more concerned than they are in the Pact itself
because it provides for more "international commerce," more inter¬
national boondoggling. The arms bill is in decided danger.

Dulles, it seems, instead of having assisted Vandenberg, has
gotten the latter in the position of having to oppose the arms bill
himself. He, too, is for an interim aid bill.

This is a strange upset in the plans of International mice and
men and undoubtedly quite a surprise for the Administration. It
is countering with just about the rawest piece of propaganda that
could be imagined. Our intelligence, we are told, has finally suc¬
ceeded in penetrating the Iron Curtain and for the first time, learned
of "Russia's war plans. They and their satellites have got men,
guns, planes and submarines to burn. They are armed to the teeth:

It is just a happy coincidence, of course, that our intelligence
succeeded in getting this information just at this time.

The purpose of this propaganda is unquestionably to put the
heat on Congress to make it pass the arms bill in the precise form
in which it has been submitted. It is so rank, so obvious, that you
would think it would cause Congress and the country to throw up
their hands in disgust. You would think that the American people
would conclude that a government that plays so loosely with them
should be thrown out of office at the earliest possible moment. But
this is not likely to be the case.. We have apparently come to the
point that rather than resenting such stuff, we swallow it whole hog.

It is dangerous business, this plain and manifest warmonger¬
ing on the part of the Administration to attain its ends. And we

may fully expect other sensational "exposures" to come.

The American people in their smugness are prone frequently
to say what a peaceful world this would be now if it were not for
Russia's warlike intentions. They wonder how on earth the Soviet
leaders get away with continually harping on our imperialism and
aggressiveness and with' telling the good Russian people that we

plan to attack them. How could they ever say this with a straight
face about such a peace-loving nation, one that never harmed any¬

body in its life; how on earth do the Russian people believe these

things when their leaders do tell them.Aren't we spending millions
of dollars a year to tell them over the "Voice" the truth? *

But it strikes me that Henry Wallace has a point. What would

you think if you lived in Russia and viewed these goings-on? It is
one thing to say to Russia that if she moves against any of the
nations signatory to the Pact she is at war with us, and quite another
to arm her neighbors.

What is Russia to think when she considers these war scares

in this country? Is the Soviet government to be expected to analyze
them as just propaganda and nothing to be alarmed about when
our own people do not analyze them that way? Or if they are armed
to the teeth as our intelligence reports, aren't they likely to think
that the best thing for them to do, in self defense, is to act quick?

Fortunately for us, they haven't this great military strength. If they
had, our arms implementation program could not stop them from

overrunning the countries to whose assistance. we have so boldly
pledged to come.

Politics Is Everybody's lob
*

By EARL BUNTING* '/
Managing Director, National Association of Manufacturers

Stressing interdependence of political and economic life, Mr. Bunting points out American businessman
^should not divorce himself from politics, but should assume role of personal leadership, as "no cor¬

porate organization can or should take our job of good citizenship." Defends NAM non-partisan activ-
cities and says it is striving to preserve traditional American freedoms. Upholds two party system, and

. ■ calls for better government from the local level up.

'As you know, American business is in the forefront of the American people's ever¬

lasting struggle to advance as free and prospering individuals. Because it is the function
of business and industry to lead this long advance in America's greatness, we are the first

Earl Bunting

target for
those who are

out to scuttle
all that the
American

people have
gained or

x.ope to gain.
Opposing
ideolo¬
gies have
taken over

men's minds

thro ughout
much of the
rest of the

world, and
we must ex¬

pect to face

heavy attack from them here at
home.

The best defense I know is to
advance—on every front—with all
we'vefgot. We are in the fore¬
front. If we lack anything that it
takes to lead on—let's lead in pro¬

ducing that too!
There is no water-tight bulk¬

head between the economic and

political life of the American
people. These are as different
as fore and aft. But they are all
parts of the same boat—built and
run by a free people. If one part
leaks, the other floods, too. And
it takes the whole American pub¬
lic to plug the leaks, man the
pumps, and get things shipshape
again. .

The' businessmen of America
have a very'.definite responsibil¬
ity for leadership "in America's
economic life. f- So far as it lies
within the power of business
management to keep our economy
shipshape it is an . unmatched
source of livelihood, opportunity
and progress to the entire Amer¬
ican public. There will always
be improvements as long as there
is business management with a
hand left free. But the job we
have done, are doing and shall
keep on doing can stand up under

i; *An address by Mr. Bunting
before the West Virginia Manu¬
facturers Association, White Sul¬
phur Springs, West Virginia, July
22, 1949.

any inspection—has met and will
meet any test of management's
integrity, competence and devo¬
tion.

We, individually, are part of
the American public. In the past
we have for the most part ex¬

cused ourselves from political
duties, on the ground that politics
is not the business of corporate
management. ,

Good Citizenship, the Individual's
v ■ Task .

It is perfectly true that no. cor¬
porate organization can or should
take over your job of good citi¬
zenship. But it is also perfectly
true that every businessman in
America has a good citizen's full
responsibility. If things are less
than shipshape in America's po¬
litical life, whose responsibility is
it more than ours—man by man—
to pitch in and lead the way to
shipshape government of and by
one of the few free peoples left
in a badly stymied world?
American businessmen belong

to both political parties. And it
will take all that they have to
offer our two-party system—at
every level—to stop the known
leaks and shifting ballast of gov¬
ernmental practices at every
level.. : t , - , ■

Gentlemen—this is our busi¬
ness—our very personal and im¬
mediate business. No one elite can

or will do it for us. No" economy
can stay in good trim if the po¬
litical half of the boat we are all
in fails to correct serious and ob¬
vious defects. > <

The non-partisan Commission
on Organization of the Executive
Branch of the Government,
headed by Mr. Hoover, has laid
bare a monumental number of
things that have needed to be done
for years—and gone neglected.
But I am not speaking of political
responsibility as something which
spectacularly strikes a lighting
rod over the Capitol dome, gal¬
vanizes the headlines for one edi¬

tion, and peters out somewhere
short of reaching the American

people where thely live and work
and really go to own.

I am thinking of the kind of
responsibility tnat starts with
self-governing individual citizens
back home who are ready and
willing to build the personal in¬
tegrity which they possess into
our great framework of govern¬
ment of the people, by the people
and for the 'people—from the
ground up . . .' yes, from all the
home towns in America ... all
the rich countrysides .. ........ the
tall cities . . . the farms, fac¬
tories, offices, shop ■..;:. all the
places where the people of this
land go about their creative busi¬
ness of using their heads, t and
hands and hearts, and savings to
produce what it takes to get
along and get ahead.
In a recent address Henry Ford

II said that business and industry
"are not politically strong enough
for the job they have to do/*
Government and labor leaders, he
pointed out, "are elected because
they have political sense." Busi¬
ness leaders are developed to
meet economic, rather than po¬
litical problems.

OK, gentlemen. Mr. Ford put
his finger on the trouble. What
do we do about it? ,

Hire a vice-president in charge
of the sense God gave us?
Out - promise the professional

politicians? Deplore the 'superior
political sense of labor leaders as
not quite cricket? Or make it our
personal job to help do whatever
the American people need to have
done in the political half of our
boat?

There has been a great deal too
much government in business.
American life will rest on a much
more even keel if we, individu¬
ally, do what it takes to put some
business sense of integrity and
basic principles back into govern¬
ment. • Some people think that
this is not their business, but

NAM's business. But it isn't and
never has been. We do a job, a

(Continued on page 31)

These Debentures are not being offered to the public. They were placed privately through the
undersigned with certain institutions purchasing them for investment» . ...

$55,000,000

Great Lakes Pipe Line
Twenty Year SinkingFund

Dated July 1, 1949 Due July 1,1969

f ,

MORGAN STANLEY& CO,

July 22, 19J9
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Point IV a Fantastic Utopia!
By HON. SPRUILLE BRADEN*

V'.'C' \ 0 Former Assistant Secretary of State

Authority on Latin America asserts Truman proposal for international subsidies would heap further
taxes on "an already over-spent nation" to finance global panaceas. Insists everything the Point IV
Program proposes for the world's undeveloped areas should be done within our own boundaries where

a huge job remains. Cites 10 principal unsound features of program. *

"It is related that a person of limited intelligence, on being assured that he would
certainly one day enjoy an adequate competence if he closely followed the industrious
habits of the thrifty bee, spent the greater part of his life in annointing his thighs with

the yellow * — —

able as. they
are in them¬

selves, will be
useless or

even harmful
if misdirected

•

or employed
Spruille Br.dan jn g luti]e at_

tempt to reach
an unobtainable goal. Just as it is
impossible for men economically
to perform the essential functions
of the busy bee, so the application
of the highly industrialized sys¬
tem of the United States to other

peoples, in other climes, under
Widely divergent conditions and
influences may be inopportune,
abortive and injurious to all con¬
cerned.

Certainly, with the world in its
presently desperate economic and
political straits, this is no time for
our government to dash forth in
pursuit of Utopias, otherwise to
indulge in misguided endeavors
or to heap further taxes on an al¬
ready over-spent nation in order
to finance global panaceas. Yet,
in effect, that is precisely what
the American people fron^a rela¬
tively small beginning may grad¬
ually, perhaps unwittingly, slip
into doing, led astray by their
^emotions and by the glittering
enticements attributed to the so-

called "Bold New Program."
We, Americans, are innately op¬

timistic and, therefore, always
ready to try something new,
especially if it promises reform
or a speedier approach to the
millennium. Also we are given to
emotional outbursts of all vari¬

eties; harmless or explosive, of
short or long duration, for good
or bad. they sweep the whole
country from coast to coast. There
were the manias for Mah-jong,
obstacle golf and blowing bubbles.
Now our charming ladies, almost
without exception and with scant
regard to the masculine eye for
a well turned ankle and a trim

figure, unaesthetically bedeck
themselves with the "new look."

sleepy flat heeled slippers and
slacks. Whole communities, se¬
duced by the hope of getting
something for nothing go all out
for "pyramid clubs" and radio
"give-aways." As opposed to
these rather silly exhibitions of
mass psychoses on other occa¬

sions, wifh splendid generosity we
contribute vast sums to help tvose
all over the earth, who, less for¬
tunate. than we, suffer from ca-

tastrophies and war, illness and
starvation. Or, with equally good
intentions and

t shocked by the

powder which These identical words fit the
he laboriously Point IV Program to a T. The
collected from problem is to make this bold new

the flowers of experiment practical, successful
the field." | and beneficial for ourselves and
In plain others. We cannot again afford

English, dili- the improvidence of another gi-
gence and; gantic failure such as prohibition,
thrift, admir- He who thinks he is raising a

mound may only in reality be
digging a pit into which he may
fall exhausted.

Great promises dissipated in
subsequently small performance
will impair confidence in us and
in the world leadership which is
ours. Let us remember with John
Kible that:

"Nemesis hangs over men
who are overbold in aspiration,
whether, like Prometheus, they
devise methods and expedients
for the alleviation of comon ills,
or, as Io, indulge in building
castles in the air."

Before waxing "overbold in
aspiration" by devising methods
and expedients for the alleviation
of ills common to all humanity
would it not be wise first to cure

our own ailments? In this way

we might set a good example for
others to follow, we could better
learn how later on effectively to
assist our neighbors, and, after all,
charity does begin at home.

This Country Should Be
5 Developed

- Everything the Point IV Pro¬
gram proposes to do for the un¬

developed - areas of the earth
should also be done in and for
this country. Millions of our fel¬
low citizens need and wish "to
realize their aspirations for a bet¬
ter life"; to have more and better
food, clothing, housing and "more
mechanical power to lighten their
burdens"; in short, to "raise sub¬
stantially their standards of liv¬
ing." Within our own boundaries
there is a huge job to be done
"for the improvement and growth
of undeveloped areas." To do it
adequately requires that we "fos¬
ter capital investment" in unpar¬
alleled amounts.
There are such self-evidently

undeveloped areas as in Alaska
and some of the Western States,
where the exploration for and de¬
velopment of mineral wealth and
even the equipment and operation
of proven deposits has been hin¬
dered, reduced or entirely pre¬
vented by mischievous and arbi¬
trary governmental regulations
and excessive taxes. ,

There are the disgraceful slums,
rural as well as urban, to clean
up. ■■

Finally, to cite only, one more
example; the National Planning
Association on June 19 in a re¬

port prepared for President Tru¬
man's Council of Economic Ad¬
visers declared that a capital in¬
vestment of $4 or $5 billion would
be required in any year compara-evils of alcoholism, we imposed on

ourselves the utterly unworkable'ble t0 1948 if the South 18 to catch
and demoralizing 18th Amend¬
ment.

Speaking of that attempt to en¬
force virtue by fiat, a former
President of the United States
said:

"Our country has deliberately
undertaken a great social and
economic experiment noble in
motive and far-reaching in pur¬
pose." :

up with the rest of the country
This document stressed that there
must be more industry with high¬
er value of output per worker and
an increased productivity and
value of Southern agriculture.

Easier Attack at Home

In contrast with the manifold

divergencies, obstacles and risks
which will be encountered in try¬
ing to spread our industrial and
scientific techniques abroad, it

An address by . Mr. Braden at would be easier first to attack this
the Colgate Conference on Amer- huge job to be done at home. Here
icah Foreign Policy, July 26, 1949. we have a more or less homo¬

Dealer-Broker Investment

Recommendations and Literature
It is understood that the firms mentioned will he pleased

to send interested parties the following literature:

genous population, already pos¬

sessing technical know-how or, at
least, a ready adaptability thereto.
We enjoy general uniformity of
laws, customs and principles and,
above all, a firm belief in our

"way of life"—in the private com¬
petitive enterprise system.
Not enly would it be easier, but

it would make better sense to put
our house in order before presum¬
ing to tell others how to fix theirs.
Especially would this be true in
those instances where our plans
and methods were unsuited to for¬
eign conditions and tastes. After

all, a nation is not great because
of its production statistics for
steel, etc., but by reason of the
kind of life it furnishes and the
type of human being it creates.
As Salvador de Madariaga points
out the poor Andalusian peasant
who. resisting all bribes for his
vote, said "in my hunger, I com¬
mand," had more dignity than
hunger and so had a finer sense

of the values of our civilization
than those Anglo-Saxons who are

mainly concerned with getting
ham and eggs for breakfast, (sic.)

Conversely, it is not one of our
more scintillating evidences of
long-lieadedness to plague and
destroy capital at home—an ac¬

tivity in which many foreign gov¬
ernments emulate us by attacking
U. S. enterprises in their countries
—while simultaneously we im¬
plore it to venture abroad.

Rather we f should encourage
and nurture the accumulation of
capital. Only in this way will we
make and keep the United States
so powerful economically, socially,
militarily and in all other ways
as to discourage aggression, forti¬
fy its security, and entrench and
augment the national well-being.
Our successful accomplishment of
these things will , compel respect
from all and perhaps, then inspire
others to pursue the same course.

Patriotism, Not Isolationism
This is not isolationism. It is

simple reason and plain patriotism
to gauge everything first from the
aspect of whether or not it is best
for one's own country. Once we
are satisfied on this score) the
next logical step is to consider the
measure to which any given proj¬
ect may benefit or harm our im¬
mediate community, our closest
neighbors. Only after this has
been done, should we approach
the subject from a global aspect.
In my opinion, Canada and the

other American republicsr-not
Britain or Western Europe, as
some allege—constitute our im¬
mediate community.' This is true
not only by reason of geographi¬
cal propinquity and the long tra¬
ditions and on the average the
dedication of their peoples to de¬
mocracy. as we understand the
term, but also because. in a co¬
operation with Europe inevitably
the United States must give much
and receive little in return. In

peace or war, Western Europe
expects us to supply the strategic
materials, the finances, the ; arms
and all else that they may require.
Whereas, in this hemisphere there
is a mutuality of interest and
reciprocal relationship. In return
for our financial and technical as¬
sistance our neighbors can and
do furnish strategic materials and
other highly desirable products
such as sugar,1 bananas and coffee.
That we should give priority to

the huge job to be done at home in
(Continued on page 22)

Banks and Trust Companies of
Northern New Jersey—Semi-an¬
nual stud.y—Parker and Weissen-
born, Inc., 24 Commerce Street,
Newark 2, N. J.

Canada — Monthly commercial
letter — The Canadian Bank of

Commerce, Toronto, Ont., Canada.

Colombia-Bolivia— New study
of economic and political develop¬
ments—Zippin & Company, 208
South La Salle Street, Chicago
4, 111.

Comparative Insurance Stock
Prices—Tabulation based on earn¬

ings for 12 months ended Dec. 31.
1948—Geyer & Co., Inc., 63 Wall
Street, New York 5, N. Y. , .

Cyclical Type Common Stocks
—A background for considering
their purchase—Eastman, Dillon
& Co., 15 Broad Street, New York
5, N. Y.
Also available is a memorandum

tabulating the yields in Railroad
First Mortgage Bonds.

Distilling Industry—Analysis—
H. Hentz & Co., 60 Beaver Street,
New York 4, N. Y. Also available
is a brief discussion of the outlook
for railroad earnings.

New York Bank Earnings-

Comparative tabulation for first
half of 1949—New York Hanseatic

Corporation 120 Broadway, New
York 5, N. Y.

Over - the - Counter Industrial
Stock Index— Booklet recording
10-year performance of 35 indus¬
trial stocks—National Quotation
Bureau, Inc., 46 Front Street, New
York 4, N. Y.

Public Utility Preferreds—Cir¬
cular showing offerings of 12 com¬

panies including a study of the
capitalization and a comparison of
the yields of bonds and preferred
stocks, and a comparison of yields
on public utility bonds with high
grade and medium grade preferred
stocks from May 1946 to June 1949
Harriman Ripley & Co., Inc., 63

Wall Street, New York 5, N. Y.
* * *

Bendix Home Appliance—Anal¬
ysis—Bruns, Nordeman & Co., 60
Beaver Street, New York 4, N. Y.

Bingham - Herbrand Corp. —
Analysis of the company and its
subsidiary, Billings & Spencer Co.
•Wm._ J. Mericka & ;Co., Inc.,

Union Commerce Building, Cleve¬
land 14, Ohio. .

Bulolo—Memorandum— Good-

body & Co., 115 Broadway, N£w
York 6, N. Y. Also available is a

memorandum on Republic Natural

Cities Service Company—Sum¬
mary and opinion—E. F. Hutton
& Co., 61 Broadway, New York 6,
N. Y.

Conlon-Moore Corp.—Circular—
Swift, Henke & Co., 135 South La
Salle Street, Chicago 3, 111.
Also available is a circular on

Goodman Manufacturing Co.

Derby Gas & Electric Co. —

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

Greyhound Corp.— Circular—
Herzfeld & Stern, 30 Broad Street,
New York 4, N. Y.

Oregoh Portland Cement—Late
data—Lerner & Co., 10 Post Office
Square, Boston 9, Mass.

Public National Bank & Trust
Company — Analytical study —

Paine, Webber, Jackson & Curtis,
25 Broad Street, New York 4,
N. Y.

Also available are circulars on

General Motors, New York, Chi¬
cago & St. Louis and Youngstown
Sheet & Tube.

Rockland Power & Light Co.—
Memorandum—Amott, Baker &
Co., Inc., 150 Broadway, New York
7, N. Y.

Seaboard Air Line Railroad
Company—Study—Smith, Barney
& Co., 14 Wall Street, New York.
5, N. Y.
Also available is a detailed bul¬

letin on Atchiion, Topeka & Santa
Fe, and a detailed tabulation of
Electric Utility Operating Co. Pre¬
ferred Stocks.

Seattle Gas Co.—Circular—Corn-
stock & Co., 231 South La Salle
Street, Chicago 4, 111.

Southern Company — Memo¬
randum—Ralph E. Samuel & Co.,
115 Broadway, New York 6, N. Y„

Southern Co.—Circular—Hirsch
& Co., 25 Broad Street, New York
4, N. Y. ' -

West Virginia Water Serviee
Company—Analysis—Cohu & Co.,
1 Wall Street, New York 5, N. Y.
Also available is a memorandum

on Richfield Oil. *

White & Wycoff Manufacturing
Co.—Circular—May & Gannon,
161 Devonshire Street, Boston 10,
Mass. ' ' - -

Zonolite Co.—Circular—Leason
& Co., 39 South La Salle Street,
Chicago 3, 111;

Savings Bank Deposits Gained in June ■:
Reported by Mutual Savings Institutions at 21% greater

, than year ago.

During June deposits of the 530 mutual sayings banks of the
nation showed a more than seasonal upswing, rising by $141,000,000
to reach a total of $18,944,000,000 on July 1, the National Association
of Mutual Savings Banks reported on July 26. As in the case of
every month this year except Feb-$>
ruary, the deposit gain exceeded
that during the same month last
year, when June deposits rose

$105,000,000. The gain in regular
deposits in June reflects some

easing in withdrawals, y .

Despite the changed economic
outlook and the lowered national

income, deposits have increased
more rapidly this year than last.
During the first/six months of
1949 deposits rose $544,000,000 or

21% more than the gain of $450,-

000,000 during the corresponding-
period last year. Over the half
year period, amounts deposited in.
regular accounts were $50,000,000
greater in 1949 than in 1948,
amounts withdrawn $33,000,000
less. Thus about three-fifths of
the increased "gap" between
amounts deposited and withdrawn
was due to greater deposits and
two-fifths to lessened with¬

drawals.
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Must Consumer Credit Costs Rise?
By CLYDE WILLIAM PHELPS

Professor of Economics, University of Southern California

Dr. Phelps, pointing out operating costs of finance and other con¬

sumer loan companies have risen along with those of other business
lines, states there is consequently a need for raising the limit on
amount of individual loans from prewar levels so as to permit
larger loans to be made, and thus reduce ratio of operating costs "i

. . ,of consumer loan companies. .

During the marked rise in the cost of living since the prewar
period, the prices of some consumers' goods and services, for example,
consumer loans, have lagged behind. However, the record indicates
that those prices which at first lag in the general upward movement

Dr. C. Wm. Phelps

later on tend <&-

to catch up.
This is be¬
cause in time

they, too, are
affected by
the increasing
costs of labor,
materials, and
other factors;
and the erst¬
while lagging
prices then
tend to keep
on rising even
after the gen¬
eralmovement

begins to slow
down or level
off. Moreover, even with a level¬
ing off of the cost of living, the
pressure for wage advances and
various other benefits has con¬

tinued in the direction of increas¬
ing labor costs for business enter-

prisers;
, How, then, is it possible to take
the position that the cost of con¬
sumer credit, which has yet to
rise from its prewar levels, may
not have to climb upward toward
conformity with the prices of
other consumer goods and serv¬
ices? The answer is to be found
in- the possibilities of operating
economies and; of increasing the
size of the loans handled. Both
of these, possibilities have been
wide open to four of the five main
types of institutions which are

engaged in supplying consumers
with loans repayable in instal¬
ments, namely, all of the major
institutions with the exception of
consumer finance companies.
These companies are next to the
commercial banks in importance
in consumer instalment lending;
they do about one-half as much
business of this kind as the banks,
but their business is primarily
concerned with a different class of

consumersv (with regard to risk,
accommodations required, etc.)
than those served by the personal
loan departments of commercial
banks.

.During the war years the con¬
sumer finance companies, operat¬
ing under State legislation based
upon the Uniform Small Loan
Haw, achieved operating econo¬
mies/in a number of directions.

Shortage of personnel and ofmany
supplies brought about the utili¬
zation of short cuts and methods

previously regarded as impracti¬
cal or impossible. However, in¬
creased wages and office rents,
increased prices for supplies, and
the general upward movement of
other costs have tended since the
end of the war to offset the econ¬

omies achieved in operating pro¬
cedures. In view of the expec¬
tation of permanently higher costs
of labor, rents, supplies, and other
expenses, the efforts of the com¬

panies to streamline their opera¬
tions and increase efficiency at
every turn may be insufficient to
prevent a rising tendency in the
charges which must be made in
order to cover the costs of lending
to the class of consumers they
serve.

Importance of Loan Size

But there is another trend de¬

veloping which should make it
possible to hold down operating
cost ratios and, therefore, charges
to consumers. This is the move¬

ment toward increasing the aver¬

age size of the loan. Any progres¬
sive retail storekeeper knows that

one important way to reduce his
ratio of operating costs is to in¬
crease the size of his average sale;
The average loan of the consumer

finance companies has been very
low.

, \ „ ; . -

This is not merely because they
make so many loans of from $20
to $100. Still more important is
the fact that the maximum loan
permitted in many States is only
$300. That maximum figure is
traceable to the original recom¬
mendation of the Russell Sage
Foundation, which was embodied
in the Uniform Small Loan Law
of 1916. A loan of $300 may have
been adequate for most consumers
a generation ago in times of low
wages and low cost of living, but
it is far below present-day needs;
The prices of things that consum¬
ers buy, as indicated by the cost
of living index, average • more
than double what they were back
in - 1916; > and consumers today
need to buy a larger variety and
a greater total amount of goods
and services to sustain modern
standards of living. It is gen¬
erally recognized that $500 doesn't
go as far today as $300 did for¬
merly, even just a few years ago
in the period before World War II.

It should have been realized
long ago, when social agencies
legislators, and lenders were

searching for methods to reduce
small loan charges,; that the one

outstanding remedy would be to
increase the maximum loan per¬
mitted, so that the making of some
large loans in addition to the small
ones would raise the average loan
handled. It is obvious that when
the largest loan an institution can

make is only $300, and when
many loans are for less than $100
the average loan inevitably must
be extremely low—which means

that the rate charged will have to
be high.
Banks with personal loan de¬

partments are aware of the prob¬
lem of rising costs and of the im¬
portance of increasing the size of
the average loan—and fortunately
they are not handicapped by out-
of-date legal limitations to the
size of loans (the recently
amended banking legislation of
the various States permits con¬
sumer ^instalment loans up to
amounts ranging from $2,500 to
$5,000 or more). It is pointed out
in "Banking," the official journal
of the American Bankers Associa¬
tion, that "Rising costs present the
chief problem to consumer credit

operations," and attention is called
to the fact that securing a "larger
average size of loans is one factor

offsetting the higher costs."

Recent Developments

t This principle of holding down
operating cost ratios by increasing
the average size of loans is also
being applied in a number of
States where consumer finance
companies are now being permit¬
ted to make loans up to a maxi¬
mum of $500, and lower rates are

being prescribed accordingly. In
such States, the consumer finance
companies make just as large a
proportion of their total loans in
the small sizes of $20 to $100 as
they do in the States where they
still operate under the old $300
maximum. But they are able to
hold down their operating cost
ratios and their rates of charge

(Continued on page 34) ■

A Post-ERP Program
By REP. JACOB K. JAVITS*

"ii.Y.'v.-. , Member House of Representatives (Rep.-Lib.; N. Y.)

Alleging the relatively limited scope of our ERP and International Bank and Fund operations, and
Europe's prospective inability to stand on its own feet at its 1952 expiration, Congressman Javits
advocates joint Government-Private Enterprise for post-ERP recovery as follows: (1) Extension of
technological assistance to underdeveloped areas belonging to free world; (2) government guarantees
for American private investors of capital, interest rate, and dollar-convertibiliiy; (3) creation of great
world financing organization or economic development corporation with U. S. Government capital of $10

; billion; and (4) reenactment of reciprocal-trade agreements program. "
On Jan. 20,1949, the President said: "We must embark on a bold, new program for

making the benefits of our scientific advances and industrial progress available for the
improvement and growth of underdeveloped areas." He continued by urging "that we

should make<£ —-——-— w.

Hon. Jacob K. Javits

benefits of our
store of tech¬
nical knowl¬

edge in order
to help them
realize their

aspirations for
a better life.

And, in coop¬
eration with
other nations,
we should fos¬
ter capital in¬
vestment in

"i areas needing
development." The President es¬

timated that "more than half the
people of the world are living in
conditions approaching misery."
The President then invited the co¬

operation "of business, private
capital, agriculture, and labor in
this country" in this monumental
effort. And in his message of
June 24, 1949, on the point IV
program the President said of the

underdeveloped areas: "They must
create a firm economic base for
the democratic aspirations of their
citizens." r . -

, 'Point1 IV ,

Much soul searching and many

questions have been asked about
the now - famous point IV an¬

nounced by the President, and in¬
terest in it has been quickened by
the fear of a domestic depression;
President Murray of the CIO said
on June 26, last, that the time has
come for "immediate action" to

"stem the tide of growing unem¬

ployment'." Unemployment is up
and there are predictions that, it
may rise to as much as 5 million

♦Abstract of a speech of Rep.
Javits before House of Represen¬
tatives, July 14, 1949.

available to in the next fiscal year; and the
peace - loving Federal deficit for fiscal 1949 of
peoples the $1.8 billion is not reassuring on, "

this point.
First, let us be clear about the

President's finding as to the un¬

derdeveloped character of the
world's economy. It has been au¬

thoritatively estimated that the
average per capita income in the
world is in the area of $70 per
year in terms of United States
1946 dollars compared with which
the United States enjoyed a per
capita income in 1946 of about
$1,200. The general average even
of highly industrialized countries
like Great Britain and France is
in the area of $300 to $400 per

year. Successful agricultural coun¬
tries like Argentina enjoy sub¬
stantially - the ■; same annual per

capita income, while countries
like Mexico, Italy, and Chile en¬

joy annual per capita incomes of
about $200 per year, with China,
India, and some of the1 Middle
Eastern countries coming at the
bottom of the scale with annual

per capita incomes as low as $40
a year. '

The United Nations Department
of Economic Affairs, in a report
published early this; year, said
that industrial output in most
war-devastated countries was ap¬

proaching or had already exceeded
prewar levels, but this was only
because existing plant and man¬

power resources were being util¬
ized at near capacity. Yet we all
know that shortages, austerity,
and difficulties are still harassing
most of the world other than a

few areas * in North ■and South
America and Oceania,
i Western Europe, 1952

. We hear, too, authoritative pre¬
dictions that by 1952, when the
ERP was expected to have ade¬
quately put western Europe on

the road to ability to stand on its
own economic feet,' it-will still be
suffering a dollar, deficit of be¬
tween $1 and $3 billion with the
latter more nearly accurate; and
even the latter demanding what
the London "Economist" calls pro¬
digious effort—an increase of 40%
above the present level of visible
exports and the turning of an un¬
favorable deficit of $750 million
of invisible exports in 1947 into
a favorable balance of $1.3 billion
in 1952. The current or rather
recurrent British financial crisis
due to the continued draining
away of her dollar and gold re¬
serves is certainly not reassuring
either.

The "Economist" gives three al¬
ternatives as to how this problem
can be dealt with. First, the de¬
velopment of sources of supply,
in nondollar areas, of the articles
now imported from dollar iareast;
namely, essential raw materials
and machinery. Second, greater
exports by Europe to the United
States directly or indirectly; and,
third, reduction of the level df
Europe's imports. The last is ?a

repetition of the British austerity
plan for the whole of Europe.
Apart from the inability df most
of Europe to stand this strain, it
is highly doubtful that even Brit¬
ain can do more than remain alive,
but starved, under such a plan
and certainly cannot attain the
robust economic health essential
to her own and the world's secur¬

ity. . ..'v'.•*
The evidence seems to be clear

on all sides that if we are to make
the European recovery program
succeed and if we are to answer

the Communist challenge in the
world in the overriding terms of
economic well-being, we must
have a plan to succeed the Euro-

continued on page 33)

This announcement is not an offer to sell or a solicitation of an offer to buy these securities.
The offering is made only by the Prospectus.

$13,000,000 .:

The Columbia Gas System, Inc. ?
: 3 %Debentures Due August 1974

Dated August 1,1949 Due August 1,1974

Price 10PA% and accrued interest

The Prospectus may be obtained in any State in which this announcement is circulatedfrom only such
of the undersigned and other dealers as may lawfully offer these securities in such State.

HALSEY, STUART & CO. INC.

STROUD &. COMPANY
INCORPORATED

WEEDEN & CO.
INCORPORATED

A. G. BECKER &. CO. OTIS &, CO.
INCORPORATED (INCORPORATED)

F. S. SMITHERS &. CO. STERN BROTHERS & CO. BACHE &, CO. COURTS & CO.

MULLANEY, WELLS & COMPANY

. SINGER, DEANE & SCRIBNER

July 27, 1949.

THE ROBINSON-HUMPHREY COMPANY

THOMAS &. COMPANY
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"Prospectus-upon request from
your investment dealer, or from

National securities &
research corporation
110 BROADWAY, NEW YORK 5. N. Y.
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PUTNAM

FUND

<{jfto4ton

Tmpectus upon request

Putnam Fund Distributors, Inc.

50 State Street, Boston

eystone

; Custodian

Funds '
1 ' . v

i Certificates of Participation in

INVESTMENT FUNDS

investing their Capital I
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By HENRY HUNT

First Half Sales Up; Liquidations Down
During the first half of '49, gross sales of mutual funds amounted

to $160,517,000 as compared with $139,330,000 during the same period
last year, according to figures compiled by the National Association
of Investment Companies. At the same time, liquidations declined
from $66,750,000 a year ago to $45,707,000; resulting in net sales of
$114,810,000 for the first six months of '49, up 51% over '48's first
half total. In sharp contrast, volume of trading on the "Big Board"
during the first half declined 33% from a year ago. > -

The fact that mutual fund sales continue to show progress,

despite generally stagnant securities markets, is only partly a reflec¬
tion of the growing recognition of the advantages that mutual funds
offer. It is more the result of hard and intelligent work on the part
of sponsors, wholesale men, dealers and, last but not least, retail
salesmen, . * ' . :

It requires modern merchandising methods plus plenty of leg
work and door bell ringing to sell securities today. Many Stock
Exchange firms that are waging a losing battle; against "old man
overhead" either do not or will not admit that the securities busi¬
ness has changed vastly during the past 25 years. Many registered
representatives, or customer's men as they used to be called, still
think that a glib "line" over the telephone to their disillusioned clien¬
tele is all they need to be successful. As a friend of ours recently
commented, "If they don't go to work pretty quick, they won't be
eating much longer."

"Common Stocks vs. Cash,f Popular
Copies of an article called "Owning Common Stocks vs. Cash"

by Henry Ward Abbot which appeared in this column recently have
been popular with dealers. Distributed by Vance, Sanders,- Lord,
Abbett and Keystone, nearly 200,000 copies have been used to date.

Axe-Houghton "Sees Business Upswing in Late 1949
f Or First Half of 1950 v , ^

f In a report to stockholders dated July 19 Emerson W. Axe, Presi¬
dent, Axe-Houghton Funds, said in part: ; •

"When the next real business upswing sets in, whether it be late
in 1949 or during the first half of 1950, the effect upon investment
sentiment and upon the general level of security prices is likely to
be great. > - i* j .: s-.

"If and when this change in investment psychology occurs, very
much higher price-earnings and price-assets ratios may be expected.

"It is the belief of the Management of your Fund that the events
of the past few quarters have been highly constructive from a longer-
range standpoint and that the basis is being laid for a much more
healthy investment situation.- Whether the change takes only a few
months more or considerably longer is a matter of relatively little
consequence to a long-range investor who selects securities on the
basis of real value." r. ; I

l- :iy:- Symposium
In times like these when almost everybody is expressing a differ¬

ent view as to the economic outlook, it is often difficult to form an

intelligent opinion as to where we are heading and what is in store
for American business enterprise, y

The last issue of the magazine. "Trusts and Estates" contains
a symposium of some of the observations recently made by a group
of economic leaders; and with the thought that they might be of inter¬
est to our readers, we are listing a few of these views below:

Charles Sawyer, Secretary of Commerce: "By any normal stand¬
ard historic comparison our situation is good. We have come down
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Fund, Inc.
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•
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THE PARKER CORPORATION
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from the dizzy heights of inflationary pressures, we have met the de¬
mand for goods which a year ago were in critically short supply—
we are, in short, on a lower level, but we are not in the valley."

Sumner Slichter, Harvard economist: "Despite the present re¬
adjustment, the nation's economy is in a remarkably strong position.
Debts are low in relation to incomes; the rate of spending is low in
relation to holdings of cash and demand deposits; inventories are low
in relation to sales; only limited progress has been made in catching
up on the accumulated demand for housing."

Howard C. Sheppard, President of the National City Bank of
New York: "The general welfare is not going to be hurt, but helped,
by a return of competition which will make people work harder. For
the result will be that goods will be turned out better and cheaper,
and that is the way this country has groWn."

Dr. Marcus Nadler, Professor of Finance at New York University:
"'Readjustment' is a better word to describe the situation than defla¬
tion or depression. By readjustment is meant the conversion of a
sellers' into a buyers' market, which is usually accompanied by an
increase in competition, a decline in prices and profits, and an in¬
crease in unemployment. The readjustment is wholesome, and while
painful to many, is probably one of the best things that could have
happened."

C. S. Young, President of the Federal Reserve Bank of Chicago:
"If we are entering a period of disinflation, recession, or depression,
it will be the best financed of any like period in our economic
history." ,

'

Benjamin E. Fairless* President of United States Steel Corpora*
tion: "America's plants are the best equipped in the world, America's
workers excel in skill. America's operation supervisors, engineers,
research technologists, merchandising experts and business execu¬
tives are of top quality. America, above all, is dynamic. It has the
will to accomplish. These are great assets and are bound to make
themselves felt. Short-term developments may for a time confuse
us, as they confused Andrew Carnegie 60 years ago, but I am confi¬
dent that marked progress lies ahead for our nation." >

—from "Brevits," published by Vance, Sanders. : . »-

The Political Scene
The most disturbing factors now seem to be political, both here

and abroad. Is Washington going to take sides in the various labor
negotiations now going on? And, is the administration likely to press
for authority to do disturbing things? No one knows, but it begins
to look as though Congress was going to do comparatively little, until
it buckles down to the serious job of preparing for next year's elec¬
tions.

The political front which seems most ominous today is found in
England. There, the Labor Government seems unwilling to face
realities. This country has given to England many millions since the
end of the war. Yet, it demands still more in order to survive. They
Claim that if they do not get more money they will have to change
their standard of living. This is probably true, and also probably in¬
evitable. A comparable situation is the case of a man, who in his
younger days made a lot of money and raised his standard of living
accordingly. Later, as he became older, troubles beset him and he
lost a large part of his wealth. Meanwhile he had had a son who
refused to stay in the old family business. Instead, he struck out for
himself, and prospered greatly. He realized the plight of the older
man and made advances to him. However, after a time the younger
man began to feel that the old gentleman should reduce his standard
of living to his present earning power, and no longer expect to be
supported. The older man considered this attitude most unreasonable.

Transfer this parable to the case of England and the U. S. A.,
and consider the standard of living as akin to the value of the pound
sterling. It seems to us that sterling should be allowed to seek its
own level in a free and open market. When this is done it will bp
upsetting to our British friends, and undoubtedly there will be reper¬
cussions in this country. However, is it not inevitable; and if it is
inevitable, why not do it soon and get it over with. It seems to us
that some change in the value of the pound will have to be made.
Doubt as to what it will be and when is disturbing, and is contribut¬
ing to the general feeling of uncertainty, i' ' u: .-/-v .

We do not mean to minimize or to ignore the problems and un¬
certainties confronting business and the investor today. At the same
time we do not intend to be overwhelmed either by the uncertainties
or by the expressions of pessimism that are always so prevalent at a
time like this. We will continue to keep our feet on the ground and
steer a reasonable and sensible middle course. ....... >

V,—from The George Putnam Fund's Quarterly Report. V •

Cecil J. Downs With
Bache & Co. in Chicago

(Special to The Financial Chronicle)

CHICAGO, " ILL. — Cecil ; J.
Downs has become associated with
Bache & Co., 135 South La Salle
Street. Mr. Downs was formerly
Manager of the trading depart¬
ment for Bartling & Co. in Los
Angeles and was with Marache,
Sims & Co.

%ck
. /. . •-

,

INVESTORS STOCK

FUND, INC.
Dividend Notice

The Board of Directors' of Investors
Stock Fund has declared a quarterly
dividend of sixteen cents per share
payable on August 22, 1949 to share¬
holders on record as of July 29, 1949.

E. E. CRABB, President

Principal Underwriter and
Investment Manager

INVESTORS DIVERSIFIED SERVICES
Established 1894 as Investors Syndicate

Minneapolis, Minnesota

- Three With King Merritt;
(Special to The Financial Chronicle) ^ I

v LOS f ANGELES, CALIF.—L.
Drake Forbes, John Macbeth and
Roger E, Wilson are now with
King Merritt & Co.. Inc., Chamber
of Commerce JBuilding/ Mr. Mac¬
beth- was previously with C. E.
Abbett & Co. • > 'I . .1

; Revel Miller Addsf
(Special to The Financial Chronicle)

LOS ANGELES, CALIF.—Syl¬
vester J. Small, Jr., has joined th£
staff of Revel Miller & Co., 650
South Spring Street, members oi
the Los Angeles Stock Exchange'.
Mr. Small was previously with
Morgan & Co.

Rutter With Cent. Republic
'Special to The Financial Chronicle)

CHICAGO, ILL.—James D. Rut¬
ter has become associated with
Central Republic Co., 209 South
La Salic Street. He was formerly
for many years with Halsey,
Stuart & Co. -«

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

NEW HAVEN, CONN.—Thomas
C. Parker is with Bache & Co.,
205 Church Street.
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President Truman

Truman Outlines Arms Aid Plan
Submits to Congress message in which he advocates approximately
$V>/2 billion be appropriated for military aid, mostly to Western
Europe. Says it wdl enable U. S. to move quickly without loss of

< momentum in case of attack. Blames Russia for creating fear of
aggression.

President Harry S. Truman, immediately following the placing
of his signature to the North Atlantic Pact on July 25, submitted a

message to Congress, in which he recommended an appropriation of
$1,450X00,000 for direct military aid to European nations threatened
by Russian
aggression, as
well as sim¬

ilar assistance
to Greece,
Iran, Korea
and the Phil¬

ippines., Al¬
most simul¬

taneously with
the transmis¬
sion of the
P r e sident's

message, the
State Depart¬
ment released
the text of a

bill to carry

out the Presi- ^ > , - *

dent's proposals. *

•\ The text of the President's mes¬

sage follows: ; !

I To the Congress of the United
States: ;•y./ • »:v: -:<■ • ■ }'\.-• !■■

*; To continue and strengthen our

program for world peace and na¬

tional security, I recommend that
the Congress enact legislation au¬

thorizing military aid to free na¬
tions to enable them to protect
"'themselves against the threat of
aggression and contribute more

effectively .to the collective de¬
fense of world peace.
Such legislation is an essential

i part of our efforts to create an

international structure capable of
maintaining law and order among
.'nations. Our prosperity and se¬

curity, as well as that of other
free nations, depend upon our
success in establishing conditions
of international order. Increased
assurances against the danger of
aggression are needed to support
our international economic pro¬
gram and in particular the Eu¬
ropean Recovery Program, which
.is so vital to the building of a
stable world. ;

, , :-
Under the Charter of the United

Nations, each member nation is
bound to settle international dif¬
ferences by peaceful means and

: to refrain from the threat, or use,
of force against the territory of
any country. Thus, in joining the
;United Nations, the' nations have
'given their assent: to the: basic
-principles of international peace
and security. ; ; • *:: '' X

-\ We have, however,, learned the
unfortunate.truth that this obli¬
gation, by itself, is not sufficient
.at the present time to eliminate
the fear of aggression ahd inter¬
national violence/ The record of
world events since 1945 offers us

-no certainty that ail members of
-the; United Nations will: uphold
these principles of peace in actual
Tpractice. Indeed, there is proof
to the contrary, proof that in the
pursuit of selfish ends some na¬

tions have resorted and. may
again resort to the threat, or use,
-of force. The fear created by
this experience haunts the world
and creates conditions of inse¬

curity and instability which stand
in the way of economic and social
progress. , , ' \ :;

Steps to Reinforce UN Charter
'

, : • Obligations
: To reduce this danger and to
allay these fears, we have taken
-additional steps to reinforce the,, _ ,_

obligations of the Charter. Under; freedom of other democratic coun-
the pact of Rio de Janeiro and fnes»

'

Furthermore, even in the ab¬
sence of such compacts, we h.ave
refused to tolerate assaults on the

integrity of peace-loving nations
whose conduct conforms to the

principles of the Charter. We
have given military, as well as

diplomatic, aid directly to na¬
tions threatened by aggression.

Through our aid to Greece and
Turkey, we have recognized the
fact that, if the principles of
international peace are to prevail,
free nations must have the means

as well as the will to resist ag¬
gression. " y
So long as the danger of aggres¬

sion exists, it is necessary to
think in terms of the forces re¬

quired to prevent it. It is unfor¬
tunate that this is true. We can¬

not, however, achieve our goal of
permanent peace by ignoring the
difficult and unpleasant tasks
that lie in the way. We need to
show the same firmness and res¬

olution in defending the principles
of peace that we have shown in
enunciating them. The better
prepared the free nations are to

resist aggression, the less likeli¬
hood there is that they will have
to use the forces they have pre¬

pared. The policemen in our com¬

munities seldom have to use their

weapons, but public peace would
be greatly endangered if they aid
not have them. v '
The preparation of the military

means for keeping the peace is
necessary not only to the security
of the United States but also to

building a safe and prosperous
world society.

An Obligation of U. S. Leadership

Helping free nations to acquire
the means of defending tnem-
selves is an obligation of the lead¬
ership we have assumed in world
affairs. Within the practical lim¬
its of our resources, we must strive
to act with foresight and precision,
so that our strength and collective
strength of the free peoples asso¬
ciated with us will be most effec¬
tive. i,{ /' 4 • 'V.. ; 1 ■ ;'7;
To be effective, the aid which

we supply to other nations for
defending . themselves - must be
planned ahead., It must not be
wasted. It must be carefully alio-;
cated to meet the realities of our
own security. Above all, it is ur¬

gent to initiate a program of aid
promptly if we are not to lose the
momentum already gained toward
recovery and political stability.
These general requirements are

given sharp emphasis by consid¬
eration of the specific cases where
aid is needed. Many anxious gov¬
ernments have requested our mili¬
tary assistance. Among these re¬
quests, : there can be no more

meaningful appeals than those
which have come from the coun¬

tries of Western Europe. It is en¬

tirely logical that these govern¬
ments should turn to us and that
we should help them. Their de¬
fense is our defense and is of deep
concern to us. Twice in one gen¬
eration we have found that we had
to join with them in fighting
against aggressor nations in order
to preserve our freedom and the

pact
in the North Atlantic Treaty, we
are creating a framework * of
mutual obligation to prevent in¬
ternational violence in the West¬
ern Hemisphere and in the North
Atlantic area. These

. treaties
.'provide support for the principles
of the Charter of the United Na¬
tions.

The principal task of the free
nations of Western Europe in the
last four years has been to restore
their war - shattered economies.
The inherent difficulties of this
task have been aggravated by the
foreign policy of the Soviet Union,
which has done its utmost to pre-

(Continued on page 26) -

Unsettled Questions in Antitrust Law Revision
By A. A. BERLE, JR.*

Former Assistant Secretary of State

.Former "New Deal"'official, holding some preliminary questions should be settled before antitrust laws
can be intelligently revised, discusses concentration in industry in recent years. Says big business has
been strengthened by corporations withholding earnings from stockholders and thus becoming independ¬
ent of investment bankers. Criticizes Justice Department policy of restraining industries to one line of
business, and contends government buying policy in certain fields creates monopolies and restrains trade.
Asserts "big business" is essential in some lines to get maximum efficient production at lowest cost, and
suggests that these concerns be regulated as public utilities.. Foresees need of government aid to small

, business in obtaining risk capital.
'

Introduction

There can be no intelligent revision of the antitrust laws until some preliminary ques¬
tions are settled. What result is wanted from the antitrust laws? That is the first problem.

Are there areas in which the antitrust theory does not apply? If so, what are they?
Are the an- *

_

Adolph A. Berle, Jr.

titrust laws

designed to
prevent big¬
ness as such?.
Or are they
designed to
maintain com¬

petition? You
can have big¬
nesswith com¬

petition;- ; if
you want
competition,
without big¬
ness, you have
to have some¬

thing. Do you

really want
unlimited competition— for in¬
stance, selling below cost? Or do
you want the antitrust laws to
set up rules for competition?
Finally, .can there not be some

clear-cut definition of the rules of
the road, so that business, big or

little, knows clearly what is- ex¬
pected of it and can handle itself
accordingly. . . , ;
This memorandum deals with

some of these questions. : .

"Bigness" and Concentration ,

When the antitrust laws were

passed in 1890 and again in 1914*
the emphasis was on mounting
competition. The problem of big¬
ness—of concentration in industry!
—had not reached a point at which
clear policy was set out. It was

beginning, of course, and there
were" men like Louis Br&ndeis

*A statement by Mr. Berle be-i
fore the Judiciary Committee of
the House of Representatives!
Washington, D. C., July 20, 19491

who foresaw the - problem with
great clarity. There were those
who thought that the Sherman law
and the Clayton law were ade¬
quate to prevent concentration as

they stood. , But, as a, practical
matter, for 30 years the trend to¬
wards concentration has continued;
a study made by Mr. Gardiner
Means and myself, published in
1933 (The Modern Corporation and
Private Property), brought the
situation up to date at that time.
Its findings have never been se¬

riously challenged. Then it was

clear -that : r

(1) the large corporations were

growing between two and three
times as fast as all other corpora¬
tions—except financial corpora¬
tions like the big insurance com¬

panies;'
: (2) concentration was greatest

in the industrial field, and grow¬
ing, both in amount and rate. In
1929, 200 big corporations ac¬

counted for about 22% of the total
wealth of the country, and about
38% of the business wealth (that
is, excluding farms, homes, etc.).
Later studies of the Federal Trade
Commission indicated that this
concentration has been continuing
without' serious interruption. As
will presently appear, under exist¬
ing circumstances concentration is
almost forced to continue by rea¬
son of the flow of capital.
This means bigness. It does not

necessarily mean monopoly. Ac¬
tually, .monopoly is a relatively
rare phenomenon, and it is tend¬
ing to- diminish. The pattern ap-r

pears to be emergence in most of
the major industrial fields of a

few huge units capable of com¬

peting with each other—and in¬
cidentally as a result of such com¬

petition capable of putting out of
business the smaller enterprises.
Economists call tms "imperfect

competition," meaning that big
concerns do not generally fight
each other to the death. Indeed,
if they did, the result would be
more and not less concentration.

They do not compete beyond a
certain point. Sometimes this is
due to illegal agreement in viola¬
tion of the antitrust laws—but
more often it is due to simple
self-interest of the corporate man¬
agers. Nobody wants to reduce
prices below a substantial profit
margin. You get, from concen¬
trated industry, without violation
of the antitrust laws, many of the
effects which are produced by
monopoly or by illegal price-fix¬
ing agreements. ,

'This is not to say that, except
in time of stress like the last
three years, prices have been un¬

duly high. No doubt they could
have been lower; but concentrated
industry, contrary to the popular
theory, has been afraid to go into
mere price gouging. General Mo¬
tors, Ford, General Electric and
other large companies established
list prices lower than those which
they could have collected from
the general public. More often
than not it was the middleman
who bought from them and prof¬
iteered against the general public
—as anybody who bought a car

during the last two years knows
to his cost. : ' - : < V

There is a real question as to
whether concentration of industry
does not mean too high prices to

(Continued on page 26) •
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Canadian Securities
By WILLIAM J. McKAY

The crisis of the oound sterling did not develop overnight.
Perhaps it can rather be said that it is somewhat in the nature of
a miracle that from time to time the pound has been given an illu¬
sory air of respectability at its negged level of $4.03. This has been
possible not in anyway as a result*
of fundamental strength of the
British economy itself but purely
as a consequence of enormous

foreign gifts, loans ?nl "he freez¬
ing of past indebtedness. In other
words, since the war the pound
has been artificial maintained
by external support a^ne.
To large degree this continuous

aid has served to create within
Britain an atmosoVre o* illusory
wellbeing and dangerous com¬
placency. Without such extraneous
assistance it v/oul*' Png ago have
been necessary to give urgent con¬
sideration to a t orough overhaul
of British finances Luxuries in
:the shape of glortf'ed socialization
schemes and nationalization of

industry would have been out of
the question. It would also other¬
wise have been necessary to have
'adopted a sterner attitude towards
Britain's blocked sterling creditors.
Instead, over-generous treatment
-has been accorded to this category
of debt which Britain is in no

justifiable position to afford.
Above all it has enabled the
United Kingdom to avoid deval¬
uation of sterling to a realistic
level and to maintain an elaborate

system of exchange controls
whereby the- pound's artificial
standing has been protected.

Fortunately there are now in¬
dications from enlightened British
.sources that the weak tendency
of sterling and the present eco¬
nomic troubles are recognized as

■

symptoms of a chronic disorder in
the domestic ecor.omy,: Fitherto
there had been a disposition to
place the blame for the p-marentlv
•sudden British crisis on the recent
economic recession in this coun¬

try. There are now also incipient
signs of a change of attitude with
regard to the question of sterling
devaluation. Previously as far as

public discussion was concerned
it was considered almost an act
of unpatriotism tosuggest the
lowering of the value of the
pound; the general psychology was
such that British prestige was
staked on the maintenance of the

$4.03 level of the national cur¬

rency. Now with growing realiza¬
tion of the gravity of the situation
a courageous handling of the cur-i

rency situation might very well

■prove to be the British Dunkerque
on the economic front—a dictated
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retreat that would mark the end
of a period of unrealism and the
commencement of a uphill struggle
towards reconstruction by in¬
dependent effort.
In Canada to judge by recent

official pronouncements on cur¬

rency matters there would also
appear to be an inclination to
make a fetish of the present parity
of the Canadian dollar. Similarly
as in Britain, 'until the end of
the seller's market, it could truly
be said that the level of the Cana¬
dian dollar jn no way impeded
the Dominion's export trade. Now
however, with increasing competi¬
tion for world markets and the

probability of eventual currency

adjustments elsewhere, the cor¬
rectness of this assertion is likely
tobecome highly debatable; Can¬
ada moreover is at a stage of de¬
velopment where it is indispen¬
sable to attract a steady flow of
foreign capital any doubts con¬

cerning the valuation of the
Canadian dollar would deter if
rot halt this essential influx. In
this event the customary diplo¬
matic denials of intent to make
any currency changes would tend
^ather to incite than to allay
the suspicions of nervous in¬
vestors. Recent events have
demonstrated also the undesira-

bility of official commitment to
*ny particular exchange level.
La^k of flexibility in exchange
policy induced by unwillingness
for political reasons to reverse pre¬
vious4 decisions invariably paves
the way for restrictions .pn for¬
eign trade and the tightening of
exchange controls. In order to
avoid economic retrogression of
this kind it is essential to preserve
an open mind on all matters per¬

taining to the exchanges.
* * *

During the week the external
section of the market was dull
and inactive but, the internals
were quoted fractionally higher.
On the other hand free funds
after initial firmness developed
a weaker tone and the corporate-
arbitrage rate also declined.
Stocks were generally stronger
but the recent rally on the
Toronto board has not been so

pronounced as that in New York.
Demand for gold issues again pro¬
vided the leading feature of the
market and the base-metals were

also prominent following further
price-increases.

Gbas. G. Rodgers, V.-P.
of Rambo, Close Co.
PHILADELPHIA, PA.—Rambo,

Close & Kerner, 1518 Locust
Street, announced that Charles G.
Rodgers has become associated

with the firm as a Vice-President.
He was formerly a partner of
Butcher & Sherrerd.

„

With Edward D. Jones
(Special to The Financial Chronicle)

ST. LOUIS, MO.—Peter W.
Stavros has been added to the

staff of Edward D. Jones & Co.,
300 North Fourth Street, mem¬
bers of the New York and St.

Louis Stock Exchanges.

Joins Harvey, Klein Staff
(Special to The Financial Chronicle)

ST LOUIS, MO.—William •, C.
Clippinger has been added to the
staff of Harvey, Klein & Co., Inc.,
320 North Fourth Street, members
of the St. Louis Stock Exchange.

Deficit Spending Dangerous!
By HON. KENNETH S. WHERRY*

U. S. Senator from Nebraska

Asserting President Truman has committed a terrible blunder in urging a return to deficit spending,
Republican leader says sound course is to reduce government costs. Defends tax relief granted by 80ih

Congress and denies public debt has been reduced by $28 billion.

The top news in Washington tonight, the President has committed a terrible blunder.
It vitally affects every one of you. It will have repercussions all over the world. Your
freedoms, your jobs, your plants, your mines, your factories, mills, and farms, your life¬
time savings, >' ■.; # —" ——■— : —-— —

Sen. K. S. Wherry

all are at

stake. They
are in jeop¬
ardy because
the President

has thrown

away all pre¬
tense of being
for sound

g o v e r,n -

ment financial
policies and
freedom of

enterprise.
He has

tossed over¬

board, the
sound pru¬

dent, wise policy of having the
government spend with its in¬
come, on a pay-as-you-go basis.
He is asking us, the Congress,

the American people, to go deep¬
er and deeper into red-ink spend¬
ing, to borrow ar.d borrow, to
spend and spend, in another futile
attempt at pump-priming. It is
another destructive demand to

plunge America into a govern¬
ment-controlled economy a So¬
cialistic state.

Fellow Americans, this is not a
fairy tale. This is not a broad¬
cast from the moon. It is happen¬
ing right here in our beloved
America. The President has set

the wheels in motion to do all of
these things to create a totali¬
tarian state. *

These very proposals were
broadcast last Wednesday night
by the President, when all of
the nation's radio and television
equipment were mustered and

placed at his disposal, to make an
official economic report. But, what
the American people heard, was
part fact, part fancy, but in all,
a political speech.

Sugar-Coated Proposals
Oh, yes, the President sugar-

coated his shocking proposals
with high-sounding words such
as security, prosperity, peace and
contentment. But, as usual, it was
noticeable he shied away from the
cost. • • /

Why, even before the President
got steamed up, for this latest
raid upon your pocketbooks, call¬
ing for new and additional spend¬
ing of public money, he had al¬
ready submitted to the present
Congress, requests under the label
of social welfare, costing over a

period of 50 years, one trillion,
250 billion dollars. That much
'.money in silver dollars would
make seven stacks reaching to the
moon.

Fantastic? Yet, but it is true.
Up to the moment of his broad¬
cast, the President demanded a $4
billion increase in taxes. His
constant demand that this be done,
created confusion in business,! in
labor, and in all segments of our
economy. .

The -tax burden already has
reached the saturation point. To¬
day, 33 cents out of every dollar
you spend goes for Federal, state,
and local government. In our de¬

clining economy, an increase in
taxes could only speed the down¬
ward spiral.

Compelled to Change Course
Mr. Truman was compelled to

change his course. He abandoned
higher taxes in the face of over¬
whelming opposition by Congress,
and the people.

*A broadcast by Senator Wherry
over the Columbia' Broadcasting

I System, July 16, 1949.

Tnis left two courses open. One,
the sound, sensible course of re¬

ducing the cost of government,
bringing outgo within income.
And the other, deficit-spending,
itie chose the latter course, defi¬
cit spending the easy way out for
himself but the disastrous route

for the nation. What a cruel de¬
lusion.

All of this deficit-spending adds
to the mountain of national debt.
It is a mortgage upon present and
future generations but there will
be a judgment day. The debt must
be paid, it can only be paid out
of the hard-earned dollars of the

people.
Fellow Citizens, the President,

like a schoolmaster, spoke to you
as though you were little children.
He said: "If we were in a de¬

pression, I would be the first per¬
son to tell you. . .

Why just think of it! Do you
think the President needs to tell
farmers—that farm prices have
fallen sharply since last Novem¬
ber? Do you think that a man out
of work needs to be told, he is
out of a job? Do you think a
manufacturer who is running only
three days a week, needs to be
told that business has fallen off?
Oh has it it come to this, that you
have to wait until Mr. Truman
tells you so.

Well, he is six months behind
the times and won't help you

much^f He, has been so all along
ever' .since he has been in the
White Hopse. When the war ended
he predicted hard times and asked
Congress for billions to cushion
his expected depression.
Last Winter after his election,

prices crashed because of the fear
of adoption of his radical social¬
istic, spendthrift proposals. But
even as prices continued to fall
he was still saying everything was

fine, just what we want. Yet, at
the same time, he was demanding
from Congress power to control
inflation. '

He also demanded from Con¬
gress the power to build steel
mills and other industrial plants
in competition with private enter¬
prise, factories to produce any¬

thing he desired. And yet, within
60 days, however, the steel mills
were operating at 85% capacity
because of surpluses.

President Confused and Perplexed
The President i s confused,

bewildered and perplexed and
caught in a mass of contradic¬
tions. In another effort to alibi
for his own failures, he blames
tax relief voted by the Repub¬
lican Congress for the Treasury
deficit of the last fiscal year.
That tax relief has cushioned

the blow of the Truman business

decline, and production would
still be lower and unemployment
still greater, if this tax reduction
had not been made.
With the air of a magician, who

has just astounded his audience,
Mr. Truman boasts, he has cut
the national debt more, than all
other Presidents put together.
He told you he reduced the debt

$28 billion. " ;

Now, where did he get the $28
billion. Twenty-one billion came
from the sales of bonds ..to pa¬
triotic Americans, in a victory
drive, immediately after the war.
The funds were idle in the Treas¬

ury. The money was borrowed
with one hand and paid back with
the other.

The remaining $7 billion came
from the $8 billion, 400 million
surplus, accumulated in the fiscal
year 1948 under the stewardship

of the Republican 80th Congress.
So you see, like all sleight-of-
hand performances, when you
know the trick, there is no mys¬

tery, and the act falls flat.
The President asked for a $300

billion national income. Of course
we are all for a higher national
income, provided it is based on
increased productivity - and a
stable dollar. But the course the
President has chosen, is the road
to inflationary rubber dollars
without increased productivity. He
could just as easily set his sights
for a $400 billion or even a trillion
dollar national income.

> Danger of Deficit Spending i

Deficit spending is the doorway
to printing press money.
What value is increased national

income, if a loaf of bread costs
a wheelbarrowful of money? •;
You know what has happened

in Germany and Italy. You know
what has happened in China. His¬
tory is strewn with countries that
have collapsed on that treacherous
highway. '•
The only sane course the Presi-

den should pursue—is to cut the
outrageously high cost of govern¬
ment. This can be done on ap¬
propriations for both foreign aid
and domestic affairs.
Since the end of hostilities we

have poured $25 billion in cash
and goods into Europe—in a hit or
miss fashion. It all stems from the

betrayals at the Yalta Conference
—at which many countries, in¬
cluding China, were delivered to
Soviet Russia.
Certainly any further contribu¬

tions made—by the taxpayers of
this country, ought to be based
upon a sound foreign policy that
will insure peace. ,

On the home front—Mr. Tru¬
man protests that our military
establishments cannot get along
with less money. It should be
obvious to everybody by this
time, that the waste and ineffi¬
ciency in the Armed Forces is
costing the taxpayers billions of
dollars.

All the bickering, back-biting
and refusal to cooperate by all
branches of the military is due
to temporizing by the Command¬
er-in-Chief. Forthright orders by
him—to the ranking Admirals and
Generals to get on with the job
of unification would be applauded
by every citizen of this country.

, The President and his associ¬
ates should back up the Sen¬
ate Appropriations Committee—
which yesterday cut the military
budget a billion and a half. > ;•
He and his associates should

back up the Senate Appropria¬
tions Committee in its cut of ECA
of about three-quarters of a bil¬
lion dollars.
The President and his associ¬

ates should back up the McClel-
lan - Wheery Resolution to cut
other appropriations in whatever
amount is necessary to balance
the budget. •. ..." ~ '. ' J
It must be done to preserve the

solvency of our own country.
The President should cooperate

with the Members of Congress
who are bending every effort to
place this country on a pay-as-

you-go basis. But he has made
them the ready target of escape
from his own failures.
Like knights of old in armor

and flashing sword, Mr. Truman
slashes right and left at "selfish
interests." Indeed, according to
him, there are among us craven

persons who would rather see the
country prostrate, millions out of

Continued on page 30)
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Is There a Crisis in

Dr. Pad Einzig

By PAUL EINZIG
^

. Although stating it is difficult to discover outward symptoms of
1 crisis in Britain, Dr. Einzig holds that accelerated fall in British
gold reserve is good cause for alarm. Sees in Sir Stafford Cripps'

f statements a tangle of inconsistencies, and asserts official quarters
;:i in Britain have failed to grasp basic considerations bearing on

't present situation.v - .

LONDON, ENGLAND—One of the objects of Mr. Snyder's Lon¬
don visit was to ascertain if, and to what extent, there is justifica¬
tion for the belief that Britain is in a state of crisis. In quarters which
were in close touch with him during his stay in London, it is believed
that his con¬

clusion was

that there was

no crisis. This
is what he is
expected t o

report to
PresidentTru--

man. It is im
co nf ormity
with the pub-''
lie statement

made by Mr.-
Dean Acheson

early in July.
?: It i s indeed
difficult to
discover any
outward

symptoms of a crisis. The propor¬
tion of unemployment is still quite
negligible. Production is still on
the increase. Even though the
public is not spending nearly as

freely as it did a year ago, there
is nothing approaching a con¬
sumers' strike in evidence. Busi¬

ness is less satisfactory, but there
is no wave of insolvencies. There
is no slump of prices, and after
its recent weakness the Stock Ex¬

change is now reasonably steady.
The banks are not calling in cred¬
its on a large scale.
As far as it is possible to ascer¬

tain, the only symptom which
gives rise to a crisis-like atmos¬
phere is the accelerated fall in
the gold reserve. Even that is not
really dramatic. An outflow of
£65 million in three months is
in itself no major disaster. Dur¬
ing the gold standard crisis of
1931, and during the converti¬
bility crisis of 1947, such an
.amount was lost in a matter of

days. At the present rate the re¬

maining gold reserve of £ 406 mil¬
lion would last nearly two years.

Nevertheless, there is indeed
"'good cause for alarm. For it would
be unwarranted optimism to as¬
sume that the pace of the gold
outflow would not become ac¬

celerated. Any aggravation of the
trade recession in the United
States would produce that result,
and so would a cut of Marshall
aid allocation by Congress. The
British Government is entirely
justified in taking drastic steps to
check the outflow. If it is open
to criticism it is on the ground
that the cuts in dollar imports
announced by Sir Stafford Cripps
on July 14 were not drastic
enough. And since the reductions
in rations necessitated by these
cuts were more or less offset by
increases in the rations of goods
imported from outside the Dollar
Area, the measures were certainly
not calculated to make the British
workers realize the full gravity
of the situation. And in his speech
Sir Stafford Cripps is much more
concerned with claiming credit for
the Government's achievements
than for impressing the workers
with the need for efforts and sac¬

rifices in order to avert disaster.

.Both the Chancellor's-speech
and the statement issued at; the
end of his conversations with Mr.

Snyder are a tangle of inconsist¬
encies. The reaffirmation of de¬
termination to proceed towards
multilateral trading i s accom¬
panied by a disclaimer to have as

much as mentioned the devalua¬
tion of sterling. Now if it had
been stated that progress towards
multilateralism would be accom¬

panied by a devaluation, or that

The Impartial Chairman and Labor Difficulties
*1 'ft. 4

By DR. A. L. GITLOW
;j.-v. - ■vNew York University . ; , v«. 1
r Although conceding its over-all achievements toward industrial harmony, labor expert cites flaws in
f growingly popular impartial chairmanship system.; Asserts actually chairman is not impartial, his real

purpose being to strengthen the union. Cites difficulties labor leader has with rank-and-file to secure-

j/.- >■■■*. acceptance of decisions. : * ; . V";* 1 'V1" "''X1'- 1 ''X •' ' '

r The impartial chairmanship system has been attracting more than usual attention this
year, as a possible cure for difficulties in labor relations. Many have pleaded for its more
widespread adoption.1 However, the proponents of the system have empnasized and advo-
catedjwo
points, in par-

ticulaivnecesr
sary tosuccess-
if u i sadoption
on a-wide

<S>-

sion of bilateralism, both solutions
would have had the merit of con¬

sistency.: But to advocate multi¬
lateralism-while excluding the !0 n a. w i d e .

means by, which multilateralism scale.
could be made to work seems to
indicate that official quarters have
failed to grasp some elementary
considerations bearing on the situ¬
ation.

. -f ! V'
Likewise, Sir Stafford Cripps

candidly admits that the diversion
of British purchases from the Dol¬
lar Area to non-dollar countries
tends to lower prices in the for¬
mer and raise them in the latter.
The logical conclusion from this
admission should be that, taking
the long view, the vicious spiral
thus initiated would tend to ac¬

centuate further sterling-dollar
disequilibrium. For the rise in
non-dollar prices and the simul¬
taneous fall in dollar prices tends
to reduce; exports to the Dollar
Area, which again tends to ac¬

centuate the scarcity of dollars,
and more purchases have to be
diverted to the non-dollar area,
resulting in a further increase of
non-dollar prices and a further
fall of dollar prices.
Sir Stafford Cripps strongly in¬

sinuated that Britain's present
troubles are due to non-compli¬
ance by other countries—foremost
among them the United States—
of the clause of the International
Trade Organization Charter pro¬
viding for full employment in
member countries. There can be

doubt that he will insist onno

this during the coming Washing¬
ton negotiations. ,The Govern¬
ment's line is that Britain has got
out of equilibrium not because of
the British policy of full employ¬
ment, resulting in high and rigid
costs, but because of the absence
of such policy in the United States,
resulting in more elastic cost and

is maintained --

thatmediation
is an elemen¬
tal ingredient
of successful
grievance ar-t

oitration. Sec¬

ond, there is
emphases o n

the concept
that grievance

4. . _ ...

arbitration re- Abraham L. Gitlow
quires mutual acceptability of the
impartial chairman's decisions.2
Evidently, it is believed that such
mutual acceptability is vital if we
are to avoid two dangers. They
are: work stoppages, and the pil-
ing-up of grievances, which would
ultimately complicate and endan¬
ger collective bargaining.
This widespread talk in favor of

the impartial chairmanship sys¬
tem presents three questions of
great importance. First, "impar¬
tial" chairmanships are advocated.
How "impart al" are impartial
chairmen? Second, mutual accept¬
ability of decisions is held up as
a basic criterion of the sound de¬

velopment of grievance arbitra¬
tion. What are some implications
of the concept of mutual accepta¬
bility? - Third, mediation is pre¬
sented as a basic ingredient of
grievance arbitration. Does this
represent a sound principle?
(1) Impartiality. An examina¬

tion of the concept of the impar¬
tial chairman system held by its
early proponents appears in order.
Sidney Hillman was an important
figure in developing impartial
tial chairmanships as a regular
feature ; of collective bargaining
agreements in the United States.

price structure. The argument is?In the~early years of his use of
used both for domestic consump¬
tion and for American consump-

this system in the clothing indus¬
try, the leading impartial chair-

tion. Since, however, it is diffi- man with whom he worked was
cult to imagine that the United
States would adopt a policy of
full employment, the fact of the
disequilibrium is likely to remain
one of the fundamental facts of
the situation.

Great Lakes Pipe Go.
Sells Debs. Privately—
Morgan Stanley Agent
The Great Lakes Pipe Line Co.,

it was announced July , 22, has
placed privately through Morgan
Stanley & Co., $55 million 20-
year sinking fund 3Ys% deben¬
tures, dated July 1, 1949, due
July 1, 1969. The issue was pur¬
chased by eight institutional in¬
vestors including New York Life
Insurance Co.

The proceeds will be used to
install new facilities which will

approximately double company's
daily capacity. The company
transports refined petroleum

products from refineries in Okla¬

homa and Kansas to distributing
locations in Kansas, Nebraska, the
Dakotas, Iowa, Minnesota and

Illinois. New lines to be laid

along existing routes will total

1,298 miles of 12-inch and 150

sterling would be sought to be ml*es °* 8-inch pipe. Tankage and
'

loading facilities at terminals will

also be expanded. * ." *

maintained at its rpresent level
with the aid of a further exten-

York "Times," June 5, 1949,1 New

P ! : ■ . ■■■■:,:. r^ ^. ■' •_^. , ;. y, ., ;
2 George W. Taylor, "Effectuating tho

Labor Contract through Arbitration,'"'
The Bureau of National Affairs, p. 2.

J. E. Williams. In 1913, Williams
testified before the Industrial Re¬
lations Commission in Washington.;
His testimony- included the fol¬
lowing significant passages: 3 -

"It goes without saying, of
course, that if an arbitrator is en¬

deavoring to administer mediation
he has to be a thorough believer
in unionism. In that sense, he is
not at all disinterested or impar¬
tial. He must see that his decisions
and the measures that he takes arc
calculated to strengthen the or¬

ganization and make it, as such,
more efficient. The workers mus.

believe that the mediator is goin*.
to further their purposes by giving
them a strong union. Without i
strong union the process of media¬
tion will amount to nothing, be¬
cause we need a strong union tc
enforce the decisions. A weak un¬

ion, or a man who is at the heaa
of a lot of guerillas, is unable tc
make the undisciplined worken
do what they do not want to do
But if you give the leader a strong
union he can always bring the
small group to terms. • The first
consideration, therefore, must be
that the arbitrator is their friend,
who, as such, will see that the
union is protected and strength¬
ened." A .'•

T h i s statement of Williams
throws a glaring light on the im¬
partial chairmanship. The chair¬
man is not impartial in the con¬
ventional sense of the term at all
He has a basic purpose, and it is
to protect and strengthen the un¬
ion. This involves him giving th<
leader a strong union, which wil
enable the latter to bring smal
opposition groups to "terms." I
turn, the union becomes respon
sible and the primary agency fo:
enforcing the decisions of the im¬
partial chairman. This system ha;
proved its " effectiveness as ai:
agency for Industrial peace, anc
that is probably why so man)
advocate its extension. Though i*
is of tremendous usefulness, i'
must be understood.

It may be in order to direct at-

3 George Soule, "Sidney Hillman,'
Macmillan Co., N. Y., 1939. Italics added
pages 48, 49.

tention now to the obviously vital
political;aspects of the. impartial,
ehairmahShrp*. The impartial chair-,
man* mtiSt give .the labor leader a-
"strbn'g Union." This involves-mak-.
ing the labor leader'^ contrel over*
small opposition groups effective?
Hardly anything, one can think oL
could possibly have as much effi- -

cacy as a tool for the continued
dominance of a labor leader in'
his union, and his continued- ocrl
cupancy of his office. The impar¬
tial chairmanship is, a political
device of first caliber and impor¬
tance in the armory of the labor1
leader. As a consequence, advo¬
cacy of the impartial chairman¬
ship system brings up issues of1
union democracy and civil liber¬
ties.

w. " r*.
, (2) Mutual Acceptability. If we
accept the criterion of mutual
acceptability, we must inquire:
mutually acceptable, to whom?
The answer is not as simple as

might appear at first glance. Thus,
the tendency is to reply: mutu¬
ally acceptable to management
and labor. The problem arises
when one seeks to define labor..
Does this mean the labor leader,
or the rank and file membership
of the union? There is a differ¬
ence between the; two. Conse¬
quently, it is perfectly possible to
conceive of a decision which will
be acceptable to the labor leader^
but not to the rank and file mem¬

bership, or vice versa. As a matter
of fact, the possibility of rank and
file displeasure is clearly recog¬
nized in Williams' statement. He

cites is as one of the reasons why
the impartial chairman must give,
the labor leader a strong union,
over which the latter can exercise
effective discipline. ; i
Some of the basic reasons for

distinguishing between the labor
leader and the rank and file are:

(1) he becomes more conservative
as a consequence of the sobering
effects of responsibility; (2) he
-realizes the power of the employ¬
ers, and the limitations which they
face in meeting rank and file de¬

mands; and, (3) his environment
becomes more like that of the em¬

ployers', than like .that of the
(Continued on page 29)
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Death of a Business Recession
By FRANKLIN ESCIIER

Partner, Dresser & Escher -_•'

The current "slide," now slowed down to a walk, Mr. Escher argues, :
was never really anything but a much needed readjustment in
certain lines. As to the price of stocks, "It's one thing to have
everyone wondering if we are running into a depression; it's some¬

thing entirely different to have everyone figuring how near to the
inevitable upturn we may be." '

.

Business has been sliding down from the fantastic peaks reached
while the war shortages were being made up, and, so, we are told,
we are in the midst of something called a "Recession."

That no tree grows to heaven, that what is happening was just
bound to happen, is something we$
are being asked to forget. That the in the physical volume ol goods
country's industrial production,! being sold to the consuming pub-
after six months of "Recession," is lie tnere has probably been little
off only 13% from its absolute or no decline at all!
"high" reached last December—
that right now the country's in¬
dustrial production is 1% times
what it was in 1935-1939 — is

something to which little or no at¬
tention is being paid. Things are
headed the wrong way, say the
newspaper and radio commenta¬
tors, and nobody knows where it's
all going to stop. It's only a
"Recession" now, we are being
told, but how does anybody know
that it won't turn into a real
"Depression?" .•
' (For the same reason, we should
.say, that that summer cold you've
got, if you take any care of it,
won't run into a case of pneu¬
monia.) 'v.-
Let's be a little realistic about

this thing. Let's leave it to the
commentators and the professors
to guess how long the "Recession"
is going to last and how far it's go¬
ing to go. Let's take a good look healthy hum.
at what is actually happening, and, | v Business depressions, let us re-
after we've taken a good look, let's member, don't just "happen"—'

they come from very positive, and'
well-defined »causes—from bver-

speculation in commodities and
securities, from piled up inven¬
tories of goods that can't be taken
care of. Where in the business

picture as it spreads before us to-
da^ are any of these things to be
found?

Overspeculation? — that horse

The last thing we want to do is
to create the impression that we
are using a lot of figures to prove
that nothing yet has really hap¬
pened and that business is as good
as it was, say six months ago.
That isn't true—but, on the other
hand, neither is it true that the
country's business is in some sort
of a tailspin and headed for good¬
ness knows where. A lot of busi¬
nesses which during the past three
or four years ballooned their sales
to three or four times their normal
amount have seen the balloon set¬

tle back gently (not always "too
gently) to earth; but, on the other
hand, an awful lot of other busi¬
nesses whose operations never
went haywire have just continued
the even tenor of their way. Taken
as a whole the hum of industrial

activity, while definitely- at a
lower pitch, is still a good loud

make up our own minds as to
whether what's actually happen¬
ing isn't just a readjustment in a

condition that very much needed
readjustment, or whether we are

up against some mysterious set of
circumstances-bound to land - us

back where we were iri11932 and
1933. 1

Well, about the first thing we'll , , , „ ,,

.see if we take that good look is
„ y°u„Aua5„„C0.T„S Jl0™S

that the slide-off in business is * ~ J
very uneven in character, that it
is very much more pronounced in
some businesses than in others. In
some industries, textiles for exam¬
ple, where scarcities made it pos¬
sible to gouge the public with un¬

conscionably high prices and
where over-production came as a

perfectly natural result, there has
been very severe shrinkage. In
other lines just as basic, steel for
■example, only a moderate shrink¬
age in business has taken place.
All over the face of the business
pattern we find the same thing—
too many automobile tires, for in¬
stance, being produced; while, at
the same time, production of auto¬
mobiles :: remains at the highest
point ever reached. (Ask the man
irom Fall River or Lowell how his
business is and he'll give you a
very different answer than will
the man from Pittsburgh or De¬
troit.)

j This "Recession" in business, in
other words, is by no means gen¬
eral. In some directions it's very
pronounced. In others it's being
felt hardly at all. - ; 7
That being the case, the infer¬

ence-is a fair one, it seems to us,
that what we are seeing is more
in the nature of a readjustment,
admittedly in a number of impor¬
tant lines of business, than a gen¬
eral slide in business as a whole.
"True, the importance of the lines
of i business in which drastic re¬

adjustment's taking place is such
that it makes it seem almost as

though all business was on the
chutes, but the figures show that
that just isn't the case. Take, for
instance, department store sales:
Surely, if this "Recession" was as

general as many people think it is,
-department store sales would be
away down. How far are they ac¬
tually down? Perhaps 5%, in dol¬
lar value, from their extreme
"high." Which, considering that
prices generally down, means that

broker over there who heard you
ask the question. Piled up inven¬
tories, excessive bank loans?—ask
your banker friends whose spe¬

cialty these days is to lie awake
nights thinking up ways to get
the customers of the bank to come

in and borrow a little money!
Next time you hear someone

say that the current recession in
business "is liable to run into a

real depression," ask him to give
you one single factual reason as
to why it should.
Signs are not lacking, as a mat¬

ter of fact, that the readjustment
we have been haying (that's just
what it is, a readjustment) has al¬
ready pretty well run its course;
Copper and other metal prices al¬
ready again turning upward, au¬
tomobile ' production at a new
record ."high"— these and any
number of other things that might
be mentioned indicate that the

much advertised "Recession" is

losing rather than gaining momen¬

tum, and that it may not be so

long now before the business tide
actually turns and again starts
running the other way.
Just when that is going to hap¬

pen we don't know and don't pro¬
fess to know; nor,, to us, does ..it
seem a matter of great importance.
The important thing, it would
seem, is that the slide-off, which
at one time looked as though it
might go fast and far, has slowed
down to a point where in many

important lines of business it is
hardly perceptible at all. It's one

thing to have everybody wonder¬
ing whether we are running into
a Depression. It's something very
different to have everyone figur¬
ing how close now we have come

to the end of the current "Reces¬

sion," and how soon the inevitable
upturn is bound to come. - -

What, then, about the price of
stocks? .

Stocks today, good stocks, are

selling at only seven times their
current earnings. Why? Because,
with signs of business recession on

every hand, people "had come to
feel that current earnings couldn't
possibly be maintained. "Break¬
even points," you heard it argued,
are high; with volume running off
as it is, earnings are bound to
suffer and suffer badly. "Times
earnings," under ■ such circum¬
stances, don't mean a thing.
All very well as long as the tide

of business was running swiftly
out^ But how about it now, now
that the most cursory examina¬
tion of the figures shows that that
is no longer the case?

Follow Me!

8"s£v& >&■>

. I'm heading for the NSTA Con¬
vention at the Broadmoor Hotel,
Colorado Springs, Colo., Oct. 5-
Oct. 9. What a treat is in store

for you. For train schedules and
other information pertaining to
the Convention, see report under
NSTA NOTES on the adjoining
page.

Two With Fahnestopk
(Special to The Financial Chronicle)

CHICAGO, ILL.—Alvin E. Grif¬
fin and Ray H. Schwerdtfeger
have become ;; affiliated

„ with
Fahnestock & Co., 135 South La
Salle Street. Mr. Griffin was

previously with Bache & Co., Mr.
Schwerdtfeger with Paul H. Davis
& Co.

With Cruttenden & Co.
(Special to The Financial ChronicleV

CHICAGO, ILL. — Robert J.
Woodrick has been added to the
staff of. Cruttenden &. Co., 209
South La Salle Street, members; of
the New York and Chicago Stock
Exchanges. ' ; ' * ■"*

.mm*. *
• #- 7".

_ • ■ • / ;••••■; (

•>' -7 ■ - '"7.. ** • > • ' i-.*; / i v

With Robert Showers
(Special to The Financial Chronicle)

CHiCAGO, ILL. — Charles P.

Winters is now with Robert Show¬

ers, 10 South La Salle Street. Mr.
i 9

, . ■ . ■ i ,

Winters in the past was with

Crane, McMahon & Co. and Hemp¬

hill, Noyes & Co.

With Boardman
& Freeman

(Special to The Financial Chronicle)

BOSTON, MASS.—Ira G. Jones,

Jr., is now with Boardman &

Freeman, Inc., 75 Federal Street.
He was formerly with F. L. Put¬
nam & Co., Inc.

Public Utility Securities
By OWEN ELY

Southern Company's Subsidiaries
Two weeks ago this department contained a sketch of Southern

Company, the new holding company representing the southern half
of the Commonwealth & Southern System. In view of the current
market interest in the new stock (currently traded "when delivered"
fiver-counter around 9) further details on the company's subsidiaries
may be of interest. Net income available for common stock in the
12 months ended June 30 was as follows:

Alabama Power

Georgia
Mississippi «.■

Gulf Power

-12 Months Ended-

June, 1949 June, 1943
$6,491,000
5,617,000
1,197,000
928,000

$4,704,000
3,139,000
1,226,000
1,054,000

Total $14,233,000 $10,123,000
Southern Company 13,573,000

Georgia Power Company had its beginnings in Atlanta, where its
predecessor was formed in 1902 by merger of a group of street rail¬
ways and the electric light company. Seeking additional power, a
chain of six large hydro-plants were completed during 1912-26. Dur¬
ing the 1920's service was extended to a number of other cities and
during the 1930's many smaller towns and rural areas were taken
over. Today 584 communities are served, covering a large p^rt of the
state. Because of the company's low rates many municipalities and
REA's which have their own distribution lines buy their power from
the company, and only a negligible amount of industrial pewer is
produced independently in the company's area.

Until a generation ago, Georgia was almost entirely agricultural^
industries being small and few in number. Agriculture was based
almost entirely on cotton, which not only supported the farmers but
the local merchants as well. In the 1920's a general migration of
the cotton textile industry to the Southeast took place and Georgia
came in for an ample share of this development. At about the same

time; diversification of agriculture began; ,Livestock Taising,, peanuts,
tobacco, fruit and truck crops were undertaken.. This diversification
has continued on an increasing scale. Diversification of industry was

given a powerful impetus by the needs of national defense and post¬
war periods and is continuing rapidly at present. While Georgia is
still largely agricultural, the value of manufactured products has out¬
stripped the value of farm products, v ' >

The company has benefited in 1949 by a rate increase (also a
fare increase for its transit lines), excellent hydro conditions,"and
use of natural gas for boiler fuel on an interruptible supply basis.
The management feels that, since Georgia is spaFsely populated and
:.s still largely undeveloped industrially "the possibilities for future
growth and development are practically limitless." With confidence
in the near-term future and to replace power currently being pur¬

chased from TVA, the company is planning to increase its generating
capacity by 30% (all steam) to 951,000 kw. by the end of 1951. It is
hopeful of obtaining a firm supply of natural gas to substitute for coal
(brought from Kentucky); which would reduce operating costs, when
additional pipeline facilities are available. Residential rates are ex¬

ceptionally low, the recent average being 2.14c per kwh.
Alabama Power serves a substantial area of that state with a

population of 1,750,000. Service is directly supplied to 575 munici¬
palities and indirectly to 227; 88,500 rural customers are also served.
Power is sold at wholesale to Birmingham Electric, which distributes
electricity in that city. Alabama Power currently has 415,000 kw. of

hydro capacity and 285,000 kw. steam. The picture is quite similar
to Georgia Power, except that the amounts of steam and hydro are

reversed. The company plans a 40% increase during 1949-51, most
of the new plants being steam. A company brochure states "Alabama
is in the heart of the southeast, one of the fast-growing regions of the
United States. With its great natural resources, its moderate climate,
its water, its native-born workers, its cultural background, its recrea¬

tional facilities, Alabama is rapidly becoming better known as a good
place to work and live. . . . Among the major industries are coal,
cement, ore-mining, heavy steel, metal-fabrication, rubber, textile,
ceramics, paper, shipbuilding, chemicals, marble, lumber and food
productsA . .Important agricultural products include timber, cotton,
poultry farming and the production of beef cattle have become major
and rapidly growing agricultural activities."
7 Alabama's residential rates are very low—about 2.2c compared
with the 3c national average; and usage is around 2,100 compared
with 1,550 for the U. S. The company estimates that residential usage
may increase to around 2,700 by 1957, based on anticipated increased
usage by the 50,000 new customers connected since the end of the
war—increased use of lighting and small appliances, particularly
laundry equipment, and a moderate increase' in major appliances
such as refrigerators, ranges and water-heaters.

Mississippi Power has benefited from the state's rapid growth.
The state has been advertising its high percentage of native-born
peanuts, corn, peaches, sweet potatoes and truck crops. Dairying,
citizens and the special encouragement given to industries locating
there (it is the only state which permits municipal bond issues to
finance sites and buildings for desirable industries). Reflecting bet¬
ter-balanced farming, income from dairy products in 1947 was 319%
over 1940 and livestock and poultry gained 378%.

The state has excellent transportation with 4,000 miles of paved
highways, 22 railroads, airline services, barge lines and deep-water
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ports. It is a leading producer of hardwood and woodpulp, turpen¬
tine and resin, etc. It is now the ninth ranking oil state'with produc¬
tion gaining 30% in 1948. It has estimated reserves of 3 trillion cubic
feet of natural gas and five pipe lines (two more under construction).
It has large deposits of salt, limestone, clay and gravel, etc. During
the past decade, the state's gains as measured by various indices such
as bank deposits have been much faster than for the U. S. as a whole.
If this growth continues, as appears likely, Mississippi Power should
benefit. The company is planning to almost triple its steam-generat¬
ing capacity over the 1948 amount.

, :
Gulf Power, smallest of the subsidiaries, is nevertheless the most

profitable in that it can carry down a larger proportion of gross for
net indome and dividends. The company serves 68 cities in, northwest
Florida, including the gulf area. The growth in the company's area
in the past eight years has been steady and stable, greater than for
Florida as a whole and three times the average increase for the U. S
Gulf is planning to double its capacity, although the 1951 figure wiL
be only about 2% of the Southern System total.

NSTA Notes

NATIONAL SECURITY TRADERS ASSOCIATION

The National Security Traders Association has announced the
following train schedules for those attending the 16th Annual Con¬
vention to be held in Colorado Springs October 5th-9th: •

Larry A. Higgins Harold B. Smith Herbert,H. Blizzard John E. Sullivan, Jr.

Oct. 2
<.

Oct. 3

Oct. 3

Oct. 4

SCHEDULE

11:00 a.m. Lv. Boston
6:40 p.m. Lv. New York
8:09 p.m. Lv. North Philadelphia
10:40 a.m. Ar. Chicago
12:50 p.m. Lv. Chicago
11:20 p.m. -Ar. Omaha
11:50 p.m. Lv. Omaha
9:20 a.m. Ar. Denver

:i■ 1 \ ' V '"V .1. \, ■

New Haven RR. -
Penna. RR.
Penna. RR.

Penna. RR.

Milwaukee RR.
Milwaukee RR;
Union Pacific RR

Union Pacific RR.

Pullmans Parked for Occupancy Denver Union Station

Oct. 5 ; 12:30 p.m. Lv. Denver D. & R. G. W. RR.
2:30 p.m. Ar. Colorado Springs D. & R. G. W. RR.

Oct. 9

Oct. 10

Oct. 11

3:00 p.m. '
4:45 p.m.
5:15 p.m.

4:45 a.m.

. 5:15 a.m.
3:45 p.m.

.6:15 p.m.

3:30 a.m.

10:15 a.m.

11:50 a.m.
2:00 p.m.
6:45 p.m.

Returning

Lv. Colorado Springs
Ar. Denver
Lv. Denver

Ar. Omaha
Lv. Omaha
Ar. Chicago
Lv. Chicago
Ar. Pittsburgh
Ar. North Philadelphia
Ar. New York
Lv. New York

Ar. Boston

D. &R. G. W. RR.
D. & R. G. W. RR.
Union Pacific RR.

Union Pacific RR.

Milwaukee RR.
Milwaukee RR.
Penna. RR.

Penna. RR. * »

Penna. RR.
Penna. RR.

New Haven RR.

New Haven RR.

The Special Train will consist of the usual Club and Recreation
cars, all room cars with drawing rooms, compartments, bedrooms, and
roomettes, and will be completely air-conditioned.
( The Bond Club of Denver will be hosts for a day in Denver,
which will include a trip through the Rocky Mountain Parks, a visit
to Lookout Mountain and Buffalo Bill's grave,-a luncheon in the
mountains and a cocktail party and banquet Tuesday night at the
Brown Palace Hotel.*/

The Special Train will be parked for occupancy at the Union
Station while in Denver.

( ' The All-Expense Tour Costs

FROM—

Boston . .

Chicago . .

New York .

Philadelphia

Two in

Bedroom

Each

$248.78
131.06

235.53

226.79

One

, in
Roomette

$260.28
137.42

246.33

237.19

Two in
, , Two in. „

Compartment Drawing room
EachEach

$260.58
137.60

246.85

237.65

$281.64
150.62

266.99

257.39

For Reservations and Additional Information Communicate With '

LARRY A. HIGGINS, Hulberd, Warren & Chandler, Chicago
HAROLD B. SMITH, Pershing & Company, New York

; HERBERT H. BLIZZARD, Herbert H. Blizzard & Co., Phila.
I JOHN E. SULLIVAN, Jr., F. L. Putnam & Co., Inc., Boston

"In a Recession, but Not Depression": Sawyer
In symposium on business outlook, Commerce Secretary, along with
Senator Paul H. Douglas and Theodore 0. Yntema, now Vice-
President of Ford Motor Company, decry fears of sharp slump.
In the course of a radio symposium, conducted on Sunday, July

24, by the University of Chicago Round Table, in which Senator Paul
H. Douglas, former Professor of Economics and recently elected
Democrat to the Senate from Illinois; Theodore CX Yntema, formerly
Research Di- $>-
rector of the

Committee for
Economic De-

/elopment and
now Vice-
President o f
7 o r d Motor

Company; and
Secretary o f
Co mmerc e,
Charles Saw-

y e r partici¬
pated; it was

generally
agreed by
hese experts
;hat though a >' Charles Sawyer
'recession" is . "

on, there is no immediate danger
of a serious depression or a severe

business slump. In speaking of
the current situation, Secretary
Sawyer stated:

! Today— or at least when the
most recent figures were avail¬
able, which was in June—there
are over 59 million people; em¬
ployed in this country. Personal
income is running at the rate of
$212 billion, . which is $3 ; bil¬
lion more than the rate at
which it was running a year ago
and only slightly below the top
rate of December, 1948. We should
also bear in mind the fact that
retail sales in this country are
off, only fractionally/ from what
they were at . the' very highest
point. In other words, those bits
of information indicate pretty
clearly that, although there has
been a letdown, our economy is
still operating at top level.
In considering the question pre¬

sented to lis today and the pos¬

sibility that business may go off
further, we should have clearly in
inind that it is highly unlikely
|;hat; we shall have any serious
depression. Some of the reasons

why I make that statement and
feel that way are these: In the
*irst place, the stock market has
certainly had most of the water
squeezed out of it. Credit today
is not overextended. There are at

vhis moment over $200,000,000,000
of liquid savings in the hands of
our citizens. We have a fp,~

price-support program which ^nce

in early 1948 demonstrated the

fact that it does prevent a serious
collapse in farm prices. We have,
today, unemployment benefits
which will pay out during this
current year approximately (even
at the present levels of payment)
$2% billion. On top of that, we
will pay out approximately $%
billion in connection with old-

age pensions. Federal public
works already undertaken will
run to almost $3 billion during
the year 1949 and 1950; and non¬
federal works (state, municipal¬
ities, and so forth) will run to
approximately $3.7 billion. So that
there will be a total of pub¬
lic works of considerably over $6
billion. °

| It is interesting to note in that
connection that the year during
the Roosevelt Administration
when the greatest benefits were

put out., in the way of pump-
priming or making employment,
the highest payment was less than
$2i/2 billion. In other words, this
jyear unemployment insurance
ialone will pour back into the
hands of our citizens for expendi¬
tures more than was given in
the top year of the thirties, when
jtimes were not quite so good.
And, in addition to that, the gov¬
ernment is carefully watching the
situation and prepared, if it be¬
comes necessary, to take whatever
action government can take to
remedy a situation if it gets worse.
I would like to add one further

thought. In spite of the material
factors which I think argue
against any serious depression, I
must recognize and so must apy-
one else that there is a psycho¬
logical factor which is of the very

greatest importance. I can illus¬
trate that by an experience which
I had a few days ago. I stopped
in a small town to have gasoline
put in my automobile tank, and
the man at the filling station got
into conversation with me. I said,
fHow is business?"
! He said, "Business is fine."/
j I said, "How does it compare
with a year ago?"

; He said, "It's even better than a
year ago." And then, after a mo¬
ment's hesitation, he said: "Of
course, I don't know how long it

will last, because I hear that times
are not going to be very good." J

That is a perfect illustration of
what I mean. In other words,
business, so far as that man knew,
was good, but he was a little
scared, because he had heard
stories that it was going to get
very bad. The same thing, of
course, applies to men who are

in business on a mucji larger scale.
I made a speech in New York,
last December, in which I tried
to point out to the National Asso¬
ciation of Manufacturers that the
thing most to.be feared was that
businessmen would get scared
and in their fear would shut
down their businesses or begin
very rapidly to reduce their in¬
ventories. I pointed out that that
would have a cumulative and

deflationary effect which might
be harmful. • • •

.;

Bache & Co. Wins
Softball Championship
The Wall Street Athletic Asso¬

ciation Softball League Cham¬
pionship was decided Wednesday
night when Bache & Co., winners
of the "Longs" Division, defeated
DeCoppet & Doremus, winners oL
the "Shorts" Division by a score
of 2-1. ....■'*''
-Bache & Co. plan to challenge
the winners of the Bank League
when that circuit finishes its
season for the championship of
the Financial District. ;■

Bache got its two runs in the
second inning when Luginsland-
singled, Radtke doubled and both
scored on long flies to the out¬
field. DeCoppet's score came in
the first when Fleming, who had
walked and advanced to third on-

Dickson's single, scored on

Knight's single. '

Winning pitcher was Clark, who
allowed seven hits, and Roberts
was the loser, v M ;

With King & Co. -
(Special to The Financial Chronicle) ■"

GRAND RAPIDS, MICH. —
Clarence P. Anderson is with King
& Co., Michigan National Bank
Building. \ ":

J. Vander Moere Adds
- 1

.• f t

(Special to The Financial Chronicle)

GRAND RAPIDS, MICH. —'
Leonard Vanden Berg is now with
J. Vander Moere & Co., Peoples ;
National Bank Building. :

$3,990,000

The Kansas City Southern Railway
Equipment Trust, Series I

2V2% Equipment Trust Certificates
(Philadelphia Plan)

To mature $133,000 semi-annually. February 1, 1950 to August* 1, 1964, inclusive
/y:;VV,'V" • — . : ' V,' ■' V.

To be guaranteed unconditionally as to payment ofpar value and dividends by endorsement
by The Kansas Ctty Southern Railway Company

Priced to yield 1.10% to 2.675%,* according to maturity .
Issuance and sale of these Certificates are subject to authorization-by the Interstate Commerce Commission.

The Offering Circular may be obtained in any state in which this announcement is circulated from
only such of the undersignedand other dealers as may lawfully offer these securities in such state.

HALSEY, STUART & CO. Inc. (
A. G. BECKER & CO. FIRST OF MICHIGAN CORPORATION

INCORPORATED

McMASTER HUTCHINSON Sl CO. OTIS & CO.

MULLANEY, WELLS & COMPANY WM.E. POLLOCK & CO., INC.

July 21, 1949 / \ -
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Deficit Financing-
Aii Inflationary Threat

By EDWIN J. SCHLESINGER
< +

. +;+.+:;+/•+ investment Counsel, New York City

Mr Schlesinger critizes President Truman's support of deficit financ¬
ing and outl nes measures to prevent a real depression.

President'Truman's mid-year economic report to Congress, sub¬
mitted July 11 and followed by his radio message of July 13, served
to center further attention on the recession through which the coun¬
try is now passing. As everyone knows conditions now are not as

'■ ';; ' gooa'-as 12^r^ ~ 7
unit volume a basic point of primemonths ago.

This, how¬
ever, does not
mean that we
must have a

situation com-

parable to
either 1920 or

1929. What

seems more

likely is that
we will ebcpe-
lience a fall¬

ing off of
business more

on the order
of 1937.

T h * Presi¬
dent in his report to Congress
states:
"We can achieve within a few

years a national output well above
$300 billion, valued at current
prices."
Since present prices are sb

highly inflated, they most cer¬

tainly should not serve as a

foundation on which to build an

enlarged inflated structure. Had
the President stated that the plan
is to maintain the present dollar
volume but greatly increase the

Edwin J. Schlesinger

importance would have been
stressed.
if the current business, finan¬

cial and economic situations are to
oe viewed realistically (that is
through non-political eyes), it is
nard to see how the great im¬
portance of stressing a much
larger unit production could have
oeen avoided.
There is no purpose in closing

our eyes to the fact that many

important segments of the coun¬

try's business, agricultural, finan¬
cial and labor elements would
welcome an inflationary upsurge.
The thing to do, however, is to
center and direct attention on

what is good for the country from
;he standpoint of a healthy eco¬
nomic growth. Such an unbiased
and non-partisan policy doubt¬
less would be stepping on some
toes and curbing certain aspira¬
tions, but it would seem that what
is best for the country's further
normal development should re¬
ceive first consideration.

When the President in his radio
address of July 13, says, "The very
heart of sound government finance

Securities Salesman'sCorner
A

By JOHN DUftrON
J

tF

During the past week I had an opportunity of observing four
different salesmen, all of whom were attempting to sell me the same
service, namely moving a sizable collection of household furniture
tot another location. It is quite a lesson in salesmanship—to anlyze
just why I selected one above the rest. There was a definite reason

for so doing even though price and overall charges were about the
same for all four. The one who made the sale thought of one deciding
point which the others missed. Here is what happened.

If you have ever moved any household furniture you will under¬
stand that you are first forewarned by friends to look out, to pro¬
cure all estimates and prices in writing, to make sure of the extent
and responsibility of your insurance coverage, etc., etc... It is quite
aa education in itself. You look up several companies and they send
their representatives. One estimates your furniture at 4,000 pounds,
another at 5,000, another at six. One charges you extra for moving
your piano, and another says it is a needless charge because you can
avoid moving down the steps by use of an elevator which is available
im your apartment house. So you talk to at least four of these sales¬
men as I did and then you try and compare rates and charges which
you find out are just about the same for all, since they are based upon
Interstate Commerce Commission tariffs. Next you ask them all to
put their proposition in writing and the letters start to come in.

Now watch this sale unfold and see why one company got the
business and the others failed. The first point that impressed me
atout the winning bidder was the way his letter was written. It was
polite, concise and specific. It took one page to tell the story—the
©fliers from one and a half to two pages. The letterhead was neat
and the impression was favorable. The second point came up when
toe salesman called back on the telephone. He was informed and he
did not knock his competitors. He explained why his costs were a
bdt higher in some respects and showed that his total bill would be
atout in Jine with the others. His was not the lowest estimate as to
me weight of our shipment but he was in the middle. However, when
he made the estimate he looked in all our clothes closets and did a
thorough job. This impressed us favorably. When it came to decid¬
ing who should receive the contract it was between his firm and
one other. - • v,,.:.,,,:--:: : , ....

THE REASON HE MADE THE SALE WAS THAT HE HAD THE
SALES PRESENCE TO GIVE US TWO GOOD REFERENCES He
saved these references for our third conversation (over the telephone).
We called these two companies, both of national scope, and they rec^
oramended the services of his company highly. Thy told us they had

m many times and were entirely pleased. HE GOT THE

. Thi? last salesman did everything well. He made a good first
lranression. His letter T,,as Presentable. He followed up and he had
a clincher which gave him the order. The others failed on all counts
hut especial!v the last onp Tf the other company had also given us
good references we might have taken their contract.

There is a lesson he**e. Use references wherever you can
do/so. Ask for recommendations. Lead off of satisfied customers. And
if you are selling mutual funds one of the best sales convincers is the
fact that certain colleges, universities, trust funds, banks, or insur¬
ance companies own the shares of the fund. We are all like sheep
We have a natural distrust of anything new (including a new face a
new idea or a new company). But we all agree that a satisfied cus¬
tomer is the best recommendation for anything.

is to make the expenditures that
are necessary to help achieve
prosperity and peace," an unsound
proposal is placed before the
American people. Instead, a note
of economy should have been
sounded.

The following measures are ad¬
vanced as a partial program to
prevent business from sliding into
a real depression and to gradually
bring conditions to the point
where it may be reasonably an¬

ticipated that * employment and
unit production will steadily in¬
creaseJ&hd where business Will
enjoy a reasonable prbfit, pro¬
vided proper methods are fol¬
lowed and honest merchandise

produced at fair prices:
(1) Balance the budget

(2) Put all segments of the
population on a basis of equality
(3) Let interest rates reach

their true level

(4) Reduce the number of
people employed by the govern¬
ment (in other words demand an
honest day's work for a fair wage)

(5) Let the government inter¬
fere as little as possible with the
control of business, finance, agri¬
culture, organized labor, etc., but
•nstead let the government regu¬
late in the interest of all

(6) Encourage imports but not
at the expense of bringing about
unemployment

(7) In our treatment of other
nations be continuously mindful
of the fact that every move should
be made solely in the light of what
is best for the long-term future
and prosperity of America.
Should the government insist

upon using artificial means to
stem what should be considered a

normal and healthy reaction, very
serious harm may be done. Deficit
financing should be ruled out by
both political parties; and every¬

thing else of an inflationary na¬
ture should be strenuously
checked. In short, the call is for
courageous action free from the
taint of politics and favoritism.

Davids Elected V.-P.

Of Lester & Co.
LOS ANGELES, CALIF.—Mark

Davids has been elected Execu-

Vice-President of Lester & Co.,
621 South Spring Street, members
of the Los Angeles Stock Ex¬

change, and has been appointed
head of the Buying Department.
Mr. Davids has been with the firm

for many y.ears.

Business

Marts

Bookshelf
Automotive Transportation

Trends and Problems — Wilfred
Owen—The Brookings Institution
722 Jackson Place, Washington, 6
D. C.—cloth—$2.00.

Life Insurance Fact Book 1949—
Institute of Life Insurance, 60 E
42nd Street, New York 17, N. Y
—paper. - ^

Monetary Management—Dr. E
A. Goldenweiser— McGraw - Hill
Book Co., Inc.* New York, N. Y.
—cloth—$2.75.

'U. S. A.—Measure of A Nation
—Thomas R. Carskadon and Ru¬

dolf Modley — The+ Macmillan
Company, 60 Fifth Avenue, New
York, N. Y.—paper—$1.00.

Western - Reserve, . The — The
Story of New Connecticut in Ohio
—Harlan Hatcher—Bobbs-Merrill

Co., New York City—cloth—$4.00.

Snyder Reveals Results
Of Past Year's Budget

Secretary of the Treasury John W. Snyder announced on July 1
that expenditures of the United States Government exceeded receipts
by $1,811 million during the fiscal year ended June 30, 1949. This
deficit takes into account expenditures of $3 billion which were

charged against the Foreign Economic Coopera¬
tion Trust Fund. The Secretary pointed out that
this deficit was a reversal of the trend of the
two previous fiscal years when there were budget
surpluses of $754 million in 1947, and $8,419 mil¬
lion in 1948.

Net budget receipts (after deducting employ¬
ment taxes appropriated to the Federal Old-Age
and Survivors' Insurance Trust Fund and refunds
of taxes) amounted to $38,246 million, a reduction
of $3,965 million compared with the previous fis¬
cal year. This reduction is accounted for mainly
by decreases in withheld taxes of $1,595 million,
in proceeds from sales of surplus property of
$1,340 million, and in other miscellaneous receipts

'

of $397 million. Another factor was an increase of
$566 million in the deduction from gross receipts
due to refunds of. taxes. Net receipts of $38,246
million in the year just completed were approxi¬

mately 3 V2% below the estimate of $39,580 million in the President's
Budget of January, 1949.

The accompanying table shows a summary of budget results for
the fiscal year 1949 with a comparison for 1948.

BUDGET RECEIPTS AND EXPENDITURES

(Figures in Millions)
Fiscal Year Change, 1949 Com-

1949 - 1948 pared With 1948
Net receipts ————- $38,246 $42,211 — $3,965
Expenditures — *40,057 f33,791 + 6,266

John W. Snyder

Surplus ( + ) or deficit (—) —$1,811 +$8,419 —$10,231

♦Includes Foreign Economic Cooperation Trust Fund expenditures of $3 billion.
tExcludes transfer to Foreign Economic Cooperation Trust Fund of $3 billion.
NOTE: All figures are rounded; therefore, details may not add to totals.

Budget expenditures in the year just ended amounted to $40,057
million, an increase over the fiscal year 1948 of $6,266 million. This is
accounted for principally by increases under Economic Cooperation
Administration of $4,041 million (including $3 billion expended from
Foreign Economic Cooperation Trust Fund); National Military Estab¬
lishment, $1,886 million; Commodity Credit Corporation, $1,789 mil¬
lion; and Veterans' Administration, $409 million. The increases were
partially offset by decreases in expenditures, principally $1,700 mil¬
lion under the credit to the United Kingdom, and $525 million under
the Export-Import Bank. Total budget expenditures of $40,057 mil¬
lion were about 3 tenths of 1% lower than the January Budget esti¬
mate of $40,180 million.

Public Debt

The gross public debt amounted to $252,770 million on June 30,
1949, an increase of $478 million during the year. A summary of the
changes during the fiscal year 1949 in the various classes of the
public debt, with comparisons for the previous fiscal year, is indi¬
cated as follows:

CHANGES IN PUBLIC DEBT

(In Millions of Dollars)
—Fiscal Year—

Public Issues— 1949

j Marketable obligations:
i

. Certificates of indebtedness—'+ 6,837
i Treasury bills r— 2,211

Treasury bonds — —. ., — 2,086
Treasury notes — —— —7,782
Other - — 3

1948

— 2,725
— 2,018
— 6,806
+ 3,221
— 3

Total marketable obligations——-
Nonmarketable obligations:
Armed forces leave bonds-—-—-;
Special notes (International Bank

, and Fund) —^———-T--—_
Treasury bonds, investment series—
Treasury tax and savings notes
U. 3. savings bonds -——

t Other; —,—————-—

Total nonmarketable obligations—

— 5,245 — 8,330;

Total public issues.
Special issues

— 164 — 1,229

— 123 — 913
— 5 + 959
+ 463 — 1,159
+ 3,000 + 1,926
+ «39 — 35

+ 3,210 — 450

. — 2,035 — 8,781.
+ 2,564 + 2,845
— 52 — 58

■

o

•. C- Total- . .//++:, 478 J /-r— 5,994'. . %
As shown in the table above the marketable debt was reduced

$5,245,000,000 during the year.- This was made possible largely
through net sales of savings bonds amounting to $3,000,009,000 and
the use of the proceeds of sales of special securities to trust accounts
amounting to $2,564,000,000. + ... 'T*
■r The refinancing of marketable debt (excluding Treasury bills)
which matured during the fiscal year 1949 is shown in the attached
table.

The following table shows a reconciliation of the budget deficit
with the-change in the public debt for the fiscal year 1949 (in
millions):
^Budget deficit —.— $1,811
•[Excess of expenditures in trust accounts, etc— 128

^

Sub-total — 1,939
Decrease in General Fund balance 1,461

Increase in gross public debt. 478

♦Takes into acount expenditures from Foreign Economic Cooperation Trust
Fund.

tTakes into account the clearing account for outstanding checks and tele-
/raphic reports from Federal Reserve Banks.

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



Volume 170 Number 4824 THE COMMERCIAL & FINANCIAL CHRONICLE

Parkinson Asks-
Who Wants

Devaluation?
^Continued from first page)

shortage is of goods which she
can sell in our markets in an
amount equal to the cost of the
goods which she wants to buy
from our markets. Her problem,
therefore, is really a. shortage of
production and an excessive cost
of what she does produce. c

| It may be that her present gov¬
ernment has something to do with
her lack of production and her
heavy costs; but it may be too
that Britain's lack of plants, ma¬
chine tools and American meth¬
ods of mass production has some¬
thing to do with her inability to
produce enough exportable goods
at a'cost which would enable her
to buy in dollar markets What the
British must import.

( That phrase, "shortage of dol¬
lars^' is not the only one which
has been thrown around lately in
the ~ discussion of international
trade problems. "Devaluation" is
another tag which camouflages a
lot of difficult financial problems.
If Britain devalues the pound
from $4 to $3, it might be that we
would buy more British goods,
provided they .were still sold at
the present pound prices. ,

- That might for a while delude
the British people into thinking
that, they had solved their present
problem of shortages of goods
needed from other countries, in¬
cluding the United States; but it
would not be long- before^ the
British people realized that they
would be paying more in their
own currency for all goods pur¬
chased abroad with their devalued
pounds. And it would not be long
before our own exporters realized
the advantage which British in¬
dustry would enjoy in competition
in other countries because of the
decreased cost of goods sold for
British pounds as compared with
goods sold for American dollars.
Would we then be talking of fur¬
ther devaluation of the dollar in
order to meet this competition in
foreign markets?
Well, let's look at the record.

When President Roosevelt by
proclamation on Jan. 31, 1934
"devalued" the dollar by increas¬
ing the price of gold from $20; an
ounce to $35 an ounce, he gave
as his reason that "the foreign
commerce of the United States is

+ adversely affected by reason of
the depreciation in the, value of
the currencies, of other govern¬
ments . . '. and that in order to
stabilize; domestic prices ;-and to
protect the foreign, commerce
against the adverse affect of de¬
preciated foreign currencies it is
necessaryvv to change the gold
content of the dollar, that is, def

. value" it. ••J- -•;, \ '•r- ^.(
I Are we now . in our suggestion
of devaluation of the British,
pound' and our participation in
conferences with the French ana
others regarding stabilization of
currencies, flirting with a similar
proclamation further devaluing
the dollar for the very same
reasons? Indeed, it was reported
from Paris that the French Treas¬
ury,had actually suggested that it
wartime to devalue the American
dollar.- * - -

The possible reasons for deval¬
uation of our dollar are not, how¬
ever, confined to the interna¬
tional situation. There are ini-
portant domestic reasons too
which might make it politically
expedient. The President s power
to devalue the dollar no longer
exists; the Act of Congress pro¬
viding for it finally expired June
30, 1943, but domestic and finan¬
cial. pressures might easily
develop to the point where Con¬

gress would feel compelled to re¬
vive the power.

Yet further to increase the price
of gold, that is to devalue the dol¬
lar, would be far more serious
now than it was in 1934. It would

directly and 'Violently inflate a
present $165 billion money'supply
compared with a mere $40 billion
in 1934. Moreover, an increase in
the price of gold would affect not
merely gold bought in the future,
but would be applicable at once
to the $24 billion of gold pres¬

ently held by the United States
Treasury and mostly buried in
Fort Knox. An increase of. $10 an
ounce in the price of gold would
increase the value of the Treas¬

ury's present gold holdings by
about $7 billion. But • it' would
not merely increase the value of
the Treasury gold, it would actu¬
ally under existings Acts of Con¬

gress give the Treasury imme¬
diately that $7 billion in
spendable funds.

It would give the Treasury $7
billion of spending money just as
an increase in taxation or sale of
government bonds might provide
it. ; The difference, of course, is—
and this is what we mean by po¬
litical expediency—that this $7
billion of spending money in the
Treasury would be accomplished
without the political onus of
higher taxes or the sale of bonds.
It would directly "inflate the

money supply, and as the Treas¬
ury paid it out in the course of its
transactions, it would increase
bank deposits and bank reserves,

resulting in a further cumulative
increase of our adulterated money

supply. So far there has been no
discussion of this inflationary

danger, and it would appear that
I ' • '
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our public officials' position in
the matter is totally without the
benefit of public opinion, espe¬
cially, banker opinion with re¬
spect to the good or detriment
likely - to result from flirtation
with devaluation.. . . '
All of which suggests—what are

the advantages and who would be
the beneficiaries of devaluation?

Certainly, not the average Amer¬
ican citizen.

Hafsey, Stuart Offers

A- group headed by Halsey,
Stuart & Co., Inc. won the award
July 20 of $3,990,000 the Kansas
City-Southern Railway Equipment
Trust, Series I, 2^% enuir>ro»nt
trust certificates, maturing $133,-
000 semi-annually Feb. 1, 19ou 10

Aug. 1, 1964, inclusive. The cer*

tificates, issued under the Phila¬
delphia plan, were immediately
reoffered, subject to authoriza¬
tion by the Interstate Commerce
Commission at prices to yield from
1.10% to 2.675%, according to
maturity. Other members of the
offering group are A. G. Becker &
Co., Inc.; First of Michigan Corp.;
McMaster Hutchinson & Co.; Otis
& Co.; Mullaney, Wells & Co.;
and Wm. E. Pollock & Co.

The certificates will be secured

by standard-gauge railroad equip- -

ment consisting of 100 covered
hopper cars and 1,194 box cars.
The 100 covered hopper cars will
cost approximately $700,000;-
while the 1,194 box cars, whiter
were completed in April,' 194fy
have a depreciated value; of $4^
704,222. -

Bigthings to Come

in Telephone

Service

FASTER,BETTER SERVICE MANY LONG DISTANCE .

OPERATORS NOW DIAL CALLS STRAIGHT THROUGH

TO DISTANT TELEPHONES. NEW AUTOMATIC

EQUIPMENT MADE BY WESTERN ELECTRIC SPEEDS
THESE CALLS TO SOME 300 CITIES., /

IN ADDITION,TELEPHONE CUSTOMERS IN CERTAIN
METROPOLITAN AREAS ALREADY DIAL CALLS TO

NEARBY PLACES IN THE SAME WAY THEY DIAL .

LOCAL CALLS.

\
M

V •>-

m

TRAVEL!NO TELEPHONES THOUSANDS OP CALLS - j
i1. ARE NOW MADE DAILY FROM AUTOMOBILES,. Y !

f. TRUCKS, SHIPS ANDTRAINS 'ITS A BIG FIELD
f FOR THE FUTURE. Y'^.iYYr-; j
'"Vl':r r '* ■' - - ;• -J

•

y*': •: - • - ;:v i. ->

'V.

AMAZING NEW:ELECTRONIC Y
AMPLIFIER-THE TRANSISTOR

DEVELOPED BY BELL LABORATORIES.
NOT MUCH BIGGER THAN TIP. OF.

SHOELACE IT'S SIMPLE AND MUCH <
SMALLER THAN VACUUM TUBES -

"

THAT ARE USED BY THE THOUSANDS'

;; TO AMPLIFY YOUR - ' Y"
' TELEPHONE VQICE. - Y ; " Y . j

V "■ \ ■■

m-

!&00L0N6DISTANCECONVERSATIONS
OR SIX TELEVISION PROGRAMS '
-'^ NOW 60 TuzQVCiU ONE"" IT's THE

TELEVISIONAND LONGDISTANCE TELEPHONENETWORKS.
NEW RADIO RELAYS ARE DESIGNED TO BEAM TELEPHONE |! f
CALLS OR TELEVISION PROGRAMS FROM TOWER'TO'
TOWER ACROSS THE. COUNTRYSIDE;DISTANCE BETWEEN Y

RELAY TOWERS AVERAGES 25 MILES.. ' " ! 7 YY'

"

ay NOW 6U IT'S THfc
CABLE AT 0N^Y C TELEViS'0N.r ■ TELEPHONE POLICY THE BEST POSSIBLE SERVICE AT
SeM COAXIAL;, O0u8L£TW 'A THE LOWEST COST.CONSISTENT WITH FINANCIAL SAFETY
CHANNELSWILL MPFAIR TREATMENT OF EMPLOYEES.

BELL TELEPHONE SYSTEM

I
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Record Outlays for Gas and Electric Utilities
'"JElmer L Lindseth of Edison Electric Institute says $2 billion

expenditure of electric companies will be record-breaking, and
American Gas Association sufrvey foresees $3% billion expended

for construction in period 1948-52 inclusive.
Confidence that the nation will regain higher levels of business

and employment, and require ever-increasing amounts of electricity,
is reflected in the record-breaking expenditure of $2 billion this year
by the country's eiectnc light and power companies, Elmer L. Lind-

Elmer L. Lindseth

seth, Presi¬
dent of the
Edison E1 e c-

tric Institute
and of the
C 1 eve land
Electric Illu¬
minating Co.,
said in a re-

cent state¬
ment.
I n- .c o la¬

menting on.
President
Truman's re¬

cent statement
that all of us

should work
for higher
production and employment, Mr.
Lindseth said, "electric light and
power companies are installing
more generating capacity and
transmission facilities than in any

previous year."
Mr. Lindseth said the electric

utility companies are engaged in a
construction program that will to¬
tal almost $5.5 billion for this
year, 1950 and 1951. This expan-
sion/he explained, is part of a
program which was started right
after the war and totals about $9
billion. •

"We are providing the great
bulk of electric power for indus¬
try, the home and the farm," Mr,
Lindseth said. "All of these will
be using more electricity in fu¬
ture, and we are expanding our
facilities now to meet those in¬
creased requirements.
"This" construction program is

providing many thousands of jobs,
and when this additional generat¬
ing equipment goes into service,
industry will have still more
power available to bring costs
down and increase production—
thereby putting more people on

payrolls. y

"This year the investor-owned
"electric utliity companies will put
approximately 5,660,000 kilowatts
of .new. generating capacity into
operation. This is 70% more than
was put into service last year, and
is nearly twice as muchaswas in¬
stalled in any prewar year."
.The new generating facilities

going into operation this year will
Increase capacity by more than
12%, Mr. Lindseth said. National
production of electricity during
the first six months of this year
increased 4.5% over the same pe¬
riod of last year. Thus the elec¬
tric industry is making extraordi¬
nary progress in. building up re¬
serve generating - capacity, Mr.
Lindseth stated, and by 1951 will
have normal reserves.

Referring to Mr. Truman's call
for more river; valley; develop-

, ment, Mr. Lindseth said that the
electric companies favor sound

< "projects for soil conservation,
[ flood control, irrigation and navi¬
gation, accompanied by develop¬
ment of water power where eco¬
nomical. Where power is gener¬
ated as a by-product of river de¬
velopment, Mr, Lindseth said, it
should be distributed! without

duplication of existing facilities,
and , sold without discrimination

against any consumer. He added
that the electric light and power

: companies are willing andable, if
given the opportunity, to meet the
economic needs of the nation for
electric service, at present of in
the future.
$ In line with the same optimism
the American Gas Association,
**hr^ponsorship of the Committee
on Economics, has just completed
a resurvey of the Construction

•Program of the Gas Utility Indus¬
try - which 4 indicates estimated

pre is slightlyhigher than the $3%
gross construction expenditures of

$3% billion for the five year pe¬
riod 1948-1952, inclusive. This fig-
billion estimate released by the
committee in October, 1948, and
indicates that the expansion and
modernization plans of this indus¬
try have not abated and have ac¬
tually increased slightly at a time
when several other major indus¬
tries have either completed their
postwar programs or have recent¬
ly curtailed them. This further
expansion in the gas industry is in
response to the continuing con¬
sumer demand for its services,
particularly for natural gas. Total
capital requirements of the indus¬
try are about $100 million greater
because of the need for additional
internal funds for purposes other
than construction.

"Of the $33/2 billion, $770 million
was spent in 1948 and it is ex¬

pected that the 1949 expenditures
of $943 million will exceed last
year's peak with $1.8 billion to be
spent during the last three years
covered by this survey. This lat¬
ter figure is in all probability an
underestimate of the ultimate ex¬

penditure, as no allowance has
been made for pipeline construc¬
tion for which certificate applica¬
tions were pending but not yet
approved by the Federal Power
Commission as of June 1, 1949.
Undoubtedly, a number of such
projects will be approved and will
increase these estimates, particu¬
larly for the latter part of this
period, and this gives strong indi¬
cation that the construction pro¬
gram of the gas utility industry
will remain at high levels through¬
out the five-year period.
These estimates include sums to

be spent for modernization and
replacements, but the great bulk
represents expenditures for addi¬
tional facilities. The magnitude of
this program can be partially
realized by comparing this $3%
billion estimate with the total gas
utility plant of approximately
$5.6 billion in existence at the
end of 1947. The manufactured
and mixed gas utilities expect to
spend $500 million during the five
years, almost equally divided be¬
tween distribution and produc¬
tion facilities. The natural gas

Utility expenditures are expected
to be $3.0 billion, with: transmis¬
sion facilities alone accounting for
approximately $1.8 billion, or 52%
of total estimated expenditures by
the entire gas industry. 4

Sound Factors Bolstering Recession

Six Join Staff of
Blair F. Claybaugh Co.
u Blair F. Claybaugh & Co. have
announced the following addi¬
tions to their staff: : \

William M. Wood, formerly
Vice-President Colonial Bond &

Share Corp., Baltimore, is now

associated with the Harrisburg,
Pa:, office, v' * ::; / v *: /; ^:
Joseph A. Rayvis until recently

with Gerstley, Sunstein & I Co.,
Philadelphia, * is now associated
with the Miami office,

Walter Manning,* James Duffy
and Jerome LaDue have joined
the retail sales department of
Claybaugh & Co. in their New
York City office. These men were

formerly with Brady & Co., New
York City. '
Al. G. Christy,, of Reynoldsville,

Pa., is now a member of the Pitts¬

burgh office retail sales depart¬
ment', .,..T ; - '. • ;

(Continued from first page)
reach back into the basic indus¬
tries and, as a result, business ac¬
tivity is beginning to suffer in
varying degrees.

Recession Spiral and Reversal
A business recession which is

chiefly attributable to a catching
up process has in itself the ele¬
ments of spiral because a drop in
buying leads to industry curtail¬
ment, reduced employment and
loss in purchasing power. How¬
ever, a recession of this kind also
supplies its own brake to such a

spiral, for the decline in produc¬
tion inevitably exceeds the drop
in ultimate consumption and»in
due course will reverse itself. Re¬
duction in inventory is at present
making fast headway and it is
hard to see how commitments can

be shortened much further. Avail¬
able figures indicate that proces¬
sors and distributors are cutting
stocks drastically. Eventually,
business entities will have to start

buying what they use.

Supports for Weak Spots

Every business decline holds
elements of danger more severe
than inventory correction. Fall¬
ing prices and falling property
values have a depressing impact.
In examining this aspect of the
present situation, we find the vis¬
ible factors to be fairly reassur¬

ing, In 1920 farm land specula¬
tion based on debt was a weak
spot. Excessive inventory accu¬
mulation on borrowed money was
another. Neither of these is
present in dangerous degree to¬
day. In 1929 stock market debt
was one of the complicating fac¬
tors. This is not present today.
Urban mortgage debt inflation,
which was an element in 1929, has
occurred again this time, but with
two considerable differences. One
difference is that a substantial
part of the debt is guaranteed by
Federal agencies, and another is
that it is subject to regular amor¬
tization. Federal guarantees will
not protect borrowers who be¬
come unable to carry their prop¬
erty through falling markets, but
they will protect and support
lending institutions, which means
savings depositors and insurance
policyholders. Over and above
government guarantees, the bank¬
ing system has a strength and
liquidity which gives strong as¬
surance against distrust and
paralysis of credit and liquida¬
tion due to fear, which dominated
the depression of the 1930's.
In the past another source of

trouble has been the decline in.
the liquidity of business and indi¬
viduals, resulting from increases
in debt, but cash and cash equiva¬
lent assets of the economy now
are much larger than before the

One of the roads that has been doing exceptionally well so far
this year is Chicago, Rock Island & Pacific. In particular, the man¬

agement has continued to exercise a strict control over the im¬
portant transportation costs. This is a difficult job when business
is falling off. Nevertheless, in Rock Island's case the transportation
ratio in each of the first five months of thefcurrent year has been
below that of the like 1948 period. For the five months there was
a cumulative,cut of 2.6 points—from 42.0% to 39.4%. Practically
the same rate of decline carried into the final month of the period
when the ratio dropped 2.4 points—from 40.1% to 37.7%.

Gross revenues have held up fairly well so far. For the interim
through May they were off only $2,247,748, or approximately 3%.
This was slightly better than the industry as a whole, as was the
performance for the month of May alone when gross was down
5.8%. The five months' loss in revenues was more than offset by the
cut of $2,884,091 of transportation expenses. As is true throughout
most of the industry maintenance outlays, particularly in the most
recent months, have been accelerated.,, This increased maintenance
in the face of declining traffic is presumably due, at least in con¬
siderable degree, to the desire to get as much work as possible
completed before the 40-hour week goes into effect on Sept. 1, 1949.

Even with heavier accruals for maintenance of way the road
reported a modest increase in net operating income for the first
five months. This gain was augmented by a material drop in con¬
tingent interest charges, reflecting heavy Income bond retirements
last year. As a result, net income before sinking and other reserve
funds rose from $4,391,856 to $5,012,141. Earnings on the common
stock amounted to $2.51 a share in the 1949 period compared with
$2.07 a share a year earlier. This is hardly a record that would sup¬
port the popular thesis that the railroads, individually and collec¬
tively, must fall to pieces in any kind of recession. r

Chicago, Rock Island & Pacific has a particularly conservative
capital structure, In the first, places the Interstate Commerce Com¬
mission in setting up its reorganization plan imposed about the most
drastic cut in fixed interest debt that was imposed on any major
carrier. On top of that, the management has followed an aggressive
debt retirement program since consummation of the reorganization
little more than a year ago. By the end of last year fixed interest
non-equipment debt had been reduced to - $25,772,850. ^Contingent
interest debt was down to $34,488,543. This was less than half the
Income bonds originally issued. V .

Another strong aspect of the Rock Island picture is the exteh
^

sive property rehabilitation program undertaken during .the trustee¬
ship period and still ;going on. Curves and grades were reduced
substantially as part of the program. Also, a large amount of new
equipment, including new and efficient motive power, was installed.
This program has found reflection in the sharp improvement in the
road's operating performance, an improvement that has continued
into the current year.

Even the equipment was largely financed with treasury cash.
As of the end of last year equipment obligations were outstanding
in the amount of only $16,880,665. In connection with equipment
debt it is an added element of strength in the overall picture that
equipment depreciation is sufficient to cover equipment trust prin¬
cipal maturities, all fixed charges, and 75% of contingent interest.

Last year earnings on-Rock Island common amounted to $10.30
a share. Earnings in early future months are likely to run behind
those of a year ago. Nevertheless, with the good start the road made
in 1949 it seems reasonable to look for full year results of around
$8.00 at least. Certainly the $3.00 dividend rate, which affords a
return of around 10.7%, is well protected. Even the road's income
bonds are' viewed as' having investment characteristics and1 in the
opinion of most railroad analysts the common stock has very inter¬
esting price potentialities over the intermediate term*

war and have grown much more
than personal and business debts
have grown. Farm*price supports,
unemployment compensation in¬
surance, and Federal support of
exports are additional cushions
and props.
While the indexes of price and

production reached their postwar
peaks in the latter half of 1948,
adjustments in some industries oc¬
curred considerably earlier. The
fact that this took place while
other industries were still oper¬
ating at capacity levels would
seem to lessen the possibility of
a contraction of the degree that
would have occurred had all de¬
clined at about the same time.

Possible Weaknesses
One of the most important

weaknesses in the present situa¬
tion is that of living in a highly
developed economy. In an econ¬

omy of this kind, the will to spend
vastly affects demand and it takes
on an increasing influence as the
standards of living rises far above
subsistence levels; people are able
to time their buying at their
pleasure. A substantial percentage
of consumer spending is for dur¬
able goods. Demand for durable
goods can be postponed. Many
more people today have a choice
between spending now, or wait¬
ing, than has ever before been
the case in history.
A second element of concern is

the face that a considerable num¬

ber of people have entered busi¬
ness during the postwar years
without the necessary capital, ex¬
perience or ability to make a suc¬
cess. Many of these may not sur¬
vive.

Price Adjustment
Fundamental to the present de¬

cline is the need for an adjust¬
ment in commodity prices. It is
characteristic during periods of
war that prices undergo serious
maladjustments. These maladjust¬
ments are normally eliminated in
the process of a postwar decline
in business. People are inclined
not to buy goods unless they feel
that the merchandise represents
acceptable value in terms of in¬
dividual income. Such price ad¬
justments are currently taking
place at a rapid rate. There are
some areas still, however, where
price adjustments have not taken
place. It is entirely probable that
new price alignments which will
ultimately prevail will be an im¬
portant factor in generating an

upturn in business. v:c

It may be interesting to ex¬
amine the current situation in re¬

lation to some of the more im¬

portant factors in the economy, v ;

■ -.Employment ; -

Unemployment in June in¬
creased to 3,778,000—the highest
it has been for seven years. It is
probable that the unemployment
situation is somewhat worse than
the figures given woftld indicate
for some of those counted as em¬

ployed are involuntarily working
short hours. The unemployed
were 6% of the labor force in
June, compared with 3.4% in
June of last year.

For purposes of comparison, it
ay be interesting to note that

in • 1940, a fairly good business:
year, estimates showed 8 million
unemployed. In 1941, our year of
highest productive activity prior
to ; the:war,. unemployment was
about 5.6 million.

Wages

Average weekly earnings of
production workers in manufac¬
turing pi May were $53.08, This
compared with a peak of $55.01 in
December of 1948. The reduction
in weekly earnings is primarily
the result of a shortening in the
length of the work week.

Personal Income

The decline in personal -income
which began in- the first quarter
continued in thp second quarter
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of 1949. At an annual rate of $211
billion, it was 4% below the peak
in the fourth quarter of 1948. The
major factors contributing to low¬
er personal income were declines
which have taken place in wage
and salary payments and lower
farm income.

Personal Consumption
, Expenditures : ;

i Consumers' spending for goods
and services declined again in the
second quarter of 1949. Expendi¬
tures at an annual rate of $175
billion were 3% lower than in
the first quarter of 1948.

Private Investment

Private domestic investment,
which is one of the more funda¬

mental factors in determining the
course of business in general, was
26% lower in the second quarter
of 1949 than in the peak final
quarter of 1948. Most of the de¬
cline occurred as the result of a

shift from accumulation of liqui¬
dation of inventories.

. The value of new non-farm
residential construction was about

12% lower during the first half
of 1949 than in the comparable
period a year ago. Expenditures
for other phases of private con¬
struction (other than residential)
were slightly higher in the aggre¬
gate than a year ago. Expendi¬
tures by gas and electric utilities
have increased sufficiently to
offset lower construction activity
by manufacturing concerns.

Expenditures for producers'
durable goods during the first six
months ofthe year exceeded
those in the comparable 1948 pe¬
riod by 7%, but were 2% lower
than in the final half of 1948.

International Transactions

Further expansion in merchan¬
dise exports to Western Europe,
together with reduced imports,
caused a further expansion in the
surplus of exports over imports of
goods and services in the second
quarter of 1949. The increase from
an annual rate of $6 billion in the
final quarter of 1948 to $7 billion
in the most recent quarter re¬

flected the increasing government
aid in financing exports and a de¬
cline in imports apparently re¬
sulting from the downward trend
of domestic business activity.

Government Expenditures
v? Government expenditures for
goods and services continued to
expand in the second quarter of
1949. The annual rate of expendi¬
tures, amounting to $42 billion,
compared with $41 billion in the
first quarter, and $34 billion in
the second quarter a year ago.
The increase was evident at the
State and local and Federal levels.

Forecast of Wholesale Commodity
Prices , ;

Since the end of the first quar¬
ter of 1949, wholesale prices
dropped about 2%. The most sig
nificant change in the major com¬
modity groups took place in the
prices of commodities other than
farm and food. Price reductions in
this category which heretofore
had been small were quite sub¬
stantial. The overall decline of 2%
may be accounted for by principa
commodity categories, as follows:

Farm Products —0.1%
Foods - —-—+0.1%
All Commodities other than
Farm and Food ——3.6%

For the past two months farm
commodity prices as a group have
not changed materially. Grain

*

prices have moved somewhat low¬
er, while livestock prices have
risen seasonally. There was little
change v in overall' food prices
during the second quarter. / :

Since the end of March there
"have- been sharp reductions in
some metal products prices. On
June 17 lead had. declined 44%
from the high point; copper 30%;
zinc 47%; steel scrap 51%. More
recently there has been a slight

*

firming in some of these prices.

NYSE to Survey Public Relations Program
Special Committee, headed by William K. Beckers, asks members'

views and statements of their public relations activities.
The Special Committee on Public Relations appointed at a meet¬

ing of the Board of Governors of the New York Stock Exchange on
June 23, and whose Chairman is William K. Beckers, has addressed
a letter to members and allied members of the Exchange, requesting
that they sub- < ——. ... - .. :—

William K. Beckers

mit to E. B.

Peterson, As¬
sistant Sec¬

retary of the
New York
Stock Ex¬

change, state¬
ments of their
activities a s

w e 11 as their

views regard¬
ing improve¬
ment and pro¬
motion of the
Exch ange's
public r e 1 a -
tions.
it is the

feeling of the Committee that this
survey is of great importance to
every member, allied member and
member firm, and therefore they
are earnestly requested to submit,
as soon as conveniently possible,
opinions and comments on any or
all phases of the Exchange's pub¬
lic relations activities, namely the
advertising program, publication
of the magazine, "The Exchange,"
showing of the motion picture,
"Money at Work," reception of
visitors in the gallery, distribu¬
tion of literature, forums con¬
ducted by member firms and ad¬
dresses by representatives of the
Exchange to various clubs and
organizations.
The Committee is also inter¬

ested in knowing of the public
relations activities of member
firms which might be adopted by
the Exchange or used in conjunc¬
tion with the promotion of the
objectives of the Exchange's pub¬
lic relations program.
i;
In furnishing members with a

resume of publics relations activi¬
ties already taken by the New
York Stock Exchange, it is noted
that in 1939 Elmo Roper was re¬
tained to conduct a nationwide

survey of the public's opinion of
the Exchange and revealed in his
report a lack of general and wide¬
spread interest in the Exchange
as well as a lack of knowledge
of its activities, resulting in many

people 'favoring more govern¬
mental regulation. • v.

In 1944, a further survey was
made for the Exchange by Opin¬
ion Research Corporation. This
survey revealed:

(a) There was a decided im¬
provement in the public position
of the Exchange as compared with
the attitude disclosed in the Elmo

Roper report; ■V;>v
(b) the public's increased re¬

spect for, and confidence in the
Exchange was attributed largely
to Federal regulation rather than
to the Exchange's own self-regu¬
lation; and ,

(c) the public relations prob¬
lem which this survey highlighted
was the need to have the public
understand the Exchange's own
sense of responsibility and the
policies and measures which had
been adopted in the public interest.
The report states:
"The Number One problem of

the Exchange is to improve its
moral stature in the eyes of the
public by making clear that it is
doing the major part of its own

policing; that it does not want its
facilities used by the ignorant, the
uninformed, the irresponsible, or
the mirage-seekers of quick and
easy riches; that the Exchange, in
short, has a very lively and sensi¬
tive social conscience."

The broad objectives of the Ex¬

change's present public relations
program are stated as:

• (1) To arouse, . among people
who have not, thus far, formed
investment habits, a desire to own

income - producing • stocks, thus

broadening the investor base of
American industry; + : *

(2) to create new sources of
equity capital; -

(3) to encourage investors and
potential investors to use the fa¬
cilities of member firms of the

Exchange; and 1

(4) to stimulate appropriate ac¬
tivities of members and member
firms of the Exchange toward the
accomplishment of these objec¬
tives. - :

The President of the Exchange
has, since taking office on July 1,
1941, carried on a country-wide
campaign of information with a

two-fold purpose: (1) to enlarge
the public's understanding of. the
Exchange's functions and of its
essential economic usefulness, and
(2) to bring about improvements
in the tax laws that will recognize
vital services of the investor and
create the incentives that facili¬
tate the flow of equity capital.
This intensive campaign has been
conducted by means of public ad¬
dresses before important audi¬
ences and forums in all sections
of the country; by statements and
testimony before Committees of
Congress; through personal con¬
tacts with leaders in business, in
the field of education, in agricul¬
ture, in government and among
civic and professional groups; anc
by the development of closer rela¬
tions with the officials of listed

companies. The President's work
in presenting to the American
people the truth about the Stock
Exchange as a necessary and in¬
tegral factor in the American
economy and in the processes by
.which business and industry are

financed; in combating miscon
ceptions and fallacies with re

spect to the Exchange's functions;
in making the public aware of the
Exchange's standards of business
probity and of its sense of public
responsibility, has been widely
reported and commented upon in
the press. His speeches have re¬
ceived prominent attention in
hundreds of newspapers, resulting
in a large quantity of favorable
editorial comment and a friend¬
lier and more informed public
attitude toward the institution. It
is deemed appropriate to draw the
community's attention to this
phase of the Exchange's public re¬
lations activities.

As part of the campaign to re¬
move tax impediments to the flow
of equity capital and to enhance
public respect for the invested
dollar, special tax studies have
been prepared which, reveal the
obstructive character of the capi¬
tal gains and losses provisions of
the tax laws and of the double
taxation on dividends. These
studies have been placed and will
be placed in the hands of mem¬
bers of both Houses of Congress,

policy - making officials in the
Federal government, tax groups

of various kinds which are carry¬

ing on programs for the improve¬
ment of the tax structure, and

others who have taken a leader¬

ship position in tax matters.

Randolph & Agnew
Formed in Conn.
GREENWICH, CONN. — Ran¬

dolph & Agnew has been formed
with offices in the Smith Build¬

ing to conduct a securities busi¬
ness; Partners are A. Gifford

Agnew and Peyton A. Randolph.
Mr. Randolph was formerly with
J. W. Davis & Co. and Randolph

& Co. -- •" * * >

Ernest Bevin
Winston Churchill

"Great Harm" Still Flows From It
•"It began with the declaration at Casablanca of

unconditional surrender on which the British Cab¬
inet, or any other Cabinet, never had a chance to

/ say a word. But it did leave us a Germany without
a law, without a .

Constitution, and
without a single
person to deal
with, and without
a single institu¬
tion to , grapple
with the prob¬
lems. We have

had to build ab¬

solutely from the
bottom with noth¬

ing at all. We
have had to build
a State with 20,- /

000,000 displaced persons scattered about the whole'

show."—Foreign Secretary Bevin.
. ■ • ■ * * ' • i .

"The first time I heard that phrase [uncondi¬
tional surrender] used was from the lips of Presi¬
dent Roosevelt. ... It was made by President Roose¬
velt without consultation with me. I was there on

the spot and I had rapidly to consider whether our
condition in the world would justify me in not giv¬
ing support to him.
"It was made by President Roosevelt without con¬

sultation with me. I was there on the spot and I had ;
rapidly to consider whether our condition in the
world would justify me in not giving support to
him.

"I did give support but it was not the idea I had
formed in my own mind. If the British Cabinet had
considered these words around the table they would
have advised against it. But working in a great al¬
liance and with friends from across the ocean we

had to accommodate ourselves. But I cannot think
that great harm came from that particular phrase."
—Winston Churchill. ' ^

•• '
• ' 1 * f\ ...

Who invented the phrase is, perhaps, at this junc¬
ture of no great importance, but we think there can

be no doubt that "great harm" did come from it and
the general philosophy which prompted it—and still
flows from them.

Cleveland Exchange Joins Midwest Merger
- St. Louis and Chicago stock exchanges also formally pledged tor

participate in merger organization. + 1 ; l
Clemens E. Gunn, President of the Cleveland Stock Exchange

announced on July 21 the signing of a formal contract by authoriza
tion of the Board of Governors of the Exchange for the formal^
of a new Midwest stock exchange. ••

Mr. Gunn stated that the St.^ ■

Louis and Chicago Stock Ex- local corporations to secure th£i
changes had already signed the approval for listing on the ne
contract and that, except for de¬
ciding upon the name, this was
the final step in the consummation
of the new exchange. He reported
that Cincinnati, Minneapolis-St.
Paul and the New Orleans Stock

exchange has met with excelfeh
results. The Committee has re
ported to Mr. Gunn that a sub
stantial number of corporation
have already applied for J
and others are expected to repor

Exchanges were expected to com- as soon as their board of director
plete their balloting within the ! meet,
next two weeks. There will be

approximately 400 members in
"We are convinced," Mr. Guii

stated, "that by building a stroittthe new exchange, situated in the, financial market for the MidwOs
key cities throughhout the Mid- | we will in turn be building J)llwest as well as in the Southwest,
Pacific and East Coast areas. This
broad membership,, who will be
able to earn commissions in

Cleveland local stocks for the first

time, should provide a strong
base for broadening markets in
Cleveland securities.
The Cleveland division of the

Midwest stock exchange will be
maintained in the present quarters
at 410 Union Commerce Building.
Complete files will be available
on local corporations, giving up-
to-date earnings reports and other
statistical information* and these
will be available to the public, to
bankers, brokers and attorneys.
William J. Perry, who has been

with the Exchange since 1933 and
Secretary since 1940, will continue
as General Manager of the Cleve¬
land Division of the new ex¬

change. , * " '
'A special listing committee set
up by the Exchange to contact

strengthening
markets."

our commercia

New York Stock Exchang
Weekly Firm Changes ■.

The New York Stock Exchange
has announced the following fin
changes:
Transfer of the Exchange mem

bership of the late E. Coe Ker
to John N.'.Bleibtrea.wm.be.-'con¬
sidered by the -Exchange o
Aug. 4.
Benjamin R. Nichols will retir

from partnership in Lehmann
Verace on July 30. ,;

, """""f-

Shaskan to Admit, ^
Meyer Buchman will become

partner in Shaskan & Co., 40 Ex
change Place, New York City
members of the New York Sto:

Exchange.*
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Roger W. Babson

margins averaging

Young Businessmen
By ROGER W. BABSON

Asserting young businessmen today are optimistic and are thor¬
oughly sold on nation's advantages and opportunities, Mr. Babson
states though this attitude cannot overcome. the business cycle,
it can delay it and make it less severe. Expresses faith in present-

day young businessmen.
During the past month I have talked with a number of graduates

•from my three colleges—Babson Institute for Men in Massachusetts,
Webber College for Women in Florida, and Utopia College in the
center of the United States at Eureka, Kansas. I find all of these

graduates op-^
timistic and
"crazy to go."
They do not
complain of
the New Deal
because they
never knew

anything
about the Old
Deal! They
assume that a
Democratic

'

Administra-
tion at Wash¬

ington is a
normal condi¬
tion and that
the Republi¬

can Party has passed into history!
Many of these men have seen war
service in Europe, Asia and Africa
and are thoroughly sold on the
resources, advantages and oppor¬
tunities of the United States.

"

Sons Versus Fathers

The young businessmen of to¬
day are in a very much different
mood from their fathers who Were,
brought up in truly free-enter¬
prise system but who now are dis¬
contented with government regu¬
lations, high taxation and labor
domination. When I talk with the
fathers of these young men, I re¬
turn home discouraged and pessi¬
mistic; but when I talk with the
sons of these same fathers I am

hopeful and optimistic.
Of course, neither fathers nor

sons ban eliminate the business
cycle* Someday we shall have an¬
other business depression with
much lower prices and consider¬
able unemployment. On the other
hand, I feel that if more fathers
would turn their business over to
their sons, the present prosperity
would last longer and the next
depression would not be so severe,

Forecasting the Future
. A. prominent investment bank¬
er recently, asked me what I
thought would r happen to the
railroads, telephone companies
and other public utilities during
the next thirty years? Knowing
that he has three children who
have recently graduated from col¬
lege, I, replied: ."Don't ask ime, I
am-over seventy years old. J Get

, together .your children and ask
them what is to happen. They
are the* ones who will decide
whether.the government will take
over the railroads and utilities. In
case, you think > your children
would merely reflect your- own

opinions, have them consult ac¬

quaintances whose families, hold
iio/investments today. . I am sure
that'the opinion of an honest;cross
aection of young people would be
far*more 'valuable than the ;opin-

„ Ion of mature bankers, .engineers
or even political .leaders." . ..

When" discussing with students
the* business' outlook, they, insist
that' conditions are very different
today than in 1929. They show
how in 1929-interest ratesJwere
very high and money was scarce;
while today interest rates are ab¬

normally low and bank loans may
easily be secured.- They explain
how the farmers in 1929 were bur¬

dened with debt and today are

H^almost free from debt and that, in
a general way, this applies also
to other industries. They claim
that everyone was speculating in
1929 on very thin margins; while
today there is only a little specu¬

lation with
over 70%.

Babson Institute Round Tables

These students are proud of; the
fact that the government has be¬
come such a large purchaser; of
certain. goods, crops and building
materials and hence can largely
stabilize these industries. They
recognize that unemployment will
increase; but that unemployment
insurance, pensions, etc., should
still give these unemployed people
money with which to pay tneir
rent and buy their food. This they
claim will make retail trade less

dependent of fluctuation in in¬
dustrial production. r ^
These 3 students/show that not

only is the farmer now largely
out of debt, but that he can indefi¬
nitely depend upon a fair system
of price supports, the same as the
manufacturer depends upon a rea¬
sonable tariff and the same as the
wageworker depends upon rea¬
sonable immigration restrictions.
They ppint to the-fact that there
was no bank deposit insurance in
1929; while today every bank ac¬
count up to $5,000 is insured and
this means insurance protection
for 95% of all individual deposi¬
tors. Finally, they believe that
the unsatisfied demand for homes
and consumer durable goods can
—if necessary—be paid for by the
large* savings deposits which
people can draw upon for such
useful products. Yes? I have great
faith in the young businessman of
character — who will work hard
and keep out of debt. - '

—

Hafsey Stuart Offers
Hew Eng. Fwr, Bonds
Halsey, Stuart & Co. Inc., on

July 21, .publicly offered $5,000,-
000 New England Power Co. first
mortgage bonds, Series C, 2%%,
due 1979 at 1001/2% and accrued
interest. The firm was awarded
the bonds at competitive sale on
a bid of 100.11. • ; • • . i
Proceeds from the sale of bonds,

together with funds from the sale
of common stock to New England
Electric System, parent /com¬
pany, will be used to pay off $5,-
324,700 in bank loans and the bal¬
ance will be used to reimburse
the company's treasury for con¬
struction expenditures or to pay
for future construction work. /
The new bonds are redeemable

at prices scaled from 103 y2% to

100% and at special redemption
prices ranging from 100.62% to

100%. / :v;
The company's business is that

of generation, transmission, pur¬

chase and sale of electricity for
light, heat, power, resale, and
other purposes. Direct sales of

electricity to ultimate customers

are made only to large users.!

J. Streicher & Co. to Be
Stock Exchange Member
Jack L. Streicher will acquire

the New York Stock Exchange
membership of the late Fred -L.

Richards, and J. Streicher & Co.,
19 Rector Street, New York City,
will become members of the New

York :Stock Exchange. The firm
holds membership, in the New
York Curb Exchange.

A Platform for Business
(Continued from page 6)

a vigorous faith in the future.
These are the only reasons that
have any substance, and only by
such realistic appraisal can we

prevent frustration and ulcers.

We Now Have a Buyers' Market
It is at this point that we must

face the fact that customers are
not as eager to buy as they used
to be. They tend to shop around
and to hold back for lower prices.
They are in a mood to make the
salesman really sell. What we are
witnessing today is the- transfor¬
mation of a sellers' market into a

buyers' market. And that is as it
should be; for in theiree economy
to which we all give lip-service,
a sellers' market is a reversal of
the natural order of things. And
in the long run it is an abomina¬
tion to business itself. : ' r ;

A sellers' market promotes hab¬
its of sloth and lethargy, of shoddy
goods and sloppy service. It is
destructive of business methods.
It turns salesmanship into a lazy
routine, whereas selling should be
a dynamic and creative force.
A buyers' market, on the other

hand, challenges the best that is
in us. It makes robust demands
upon our sense of quality, our
sense of service, our competitive
instincts and sales talents— in
short, upon all the elements that
sparkplug a free enterprise busi¬
ness system.

Furthermore, the mechanics of a
buyers' market underline the con¬
cept of equal opportunity from
which American life deprives its
essential vitality. This same con¬

cept fosterS the competition which
gives American life its zest. Each
man born in America has a chance
to reach the top, but no man is
automatically guaranteed success

by the mere fact of his birth in
these United

, States. The sweat
and effort that produce success
must be his own.

More Salesmanship in Order
Without a doubt, a lot of com¬

panies and individuals who rode
the gravy trains of easy prosperity
will be reduced to walking the
rails again in the sterner, tougher,
more demanding days ahead. And
that, too, may be all for the best.
Hordes of people blundered into
business through the accidents of
a strange business era. It is not
their natural habitat. Only the
alert and able, those with a keen
sense of responsibility to the con¬

suming public, are likely to sur¬
vive and prosper. :

Facing these facts, business
must take a conscientious inven¬

tory of its own men and methods.
It must unfreeze its brains and
unfetter its energies. It must re-
learn the science of fighting for
orSers, instead of waiting for
them behind polished mahogany
desks.

How long has it been since any
of us rang a doorbell? How many
years has it been since we com¬

plained of fallen arches?
I am afraid there is too much

ivory-tower, remote-control sales¬
manship today. Sales managers,
vice - presidents, and presidents
have shiny pants from hatching
profits on cushioned chairs. At
the very least, we should inflict
as much wear arid tear on the
soles of our shoes, as we do on
the seats of our pants! Let's get
out and sell goods! - ;
r And our sales forces, too, need
basic new training in the most
efficient,, hard/hitting methods of
meeting today's changed condi¬
tions. Sending untrained sales¬
men into today's market, is like
sending raw recruits into modern
battle—they haven't got a chance!
To meet conditions imposed by

today's jbuyers' market, business
must hot only refurbish its selling
methods, it must also revitalize
its advertising techniques. It must
make them an integral part of its
selling plans. Too frequently to¬

day, advertising sells everything
but the product it advertises.

.

^ Too often we forget that ad¬
vertising must function so as to
give dynamic power to our free
enterprise system. During the
war, we put advertising into uni¬
form, and it performed a magnifi¬
cent service for the war effort.
Today, however, it is time to de¬
mobilize advertising and put it
back to its civilian job of selling
goods—but hard! - . • .

Many deeply sincere and patri¬
otic groups havedevised programs
for selling the free enterprise sys¬
tem to the American people. I
concur wholeheartedly, with the
objectives of these programs—but
I have serious doubts about the
methods.

Role of Advertising
Our job, I venture to suggest, is

not to sell the enterprise system,
but to put some enterprise into
the selling system. We cannot sell
the American system merely by
telling people how good it is. The
proof of any product is in its per¬
formance. The only way to con¬
vince people that the American
system is good, is to make it work
for them. .

As their standard of living con¬
tinues to rise, so will their estima¬
tion of the system which made it
possible. Advertising, therefore,
can be a far more vital aid to our

economy by selling the fine prod¬
ucts and services available to the
American people, than it can ever
be as an outlet for statements on

the American system. /
So since the function of adver¬

tising is selling—selling products
—advertising tools and techniques
must be re-examined and, if nec¬
essary, redesigned to meet today's
problems and opportunities.
This process may not be easy,

for there is an an occupational
disease fn advertising circles that
might be called the blight of cau¬
tious imitation. Once in a great
while, someone comes up with a

truly new idea or technique. It
is hailed with cheers—especially
if it sells goods. Then, every¬
body in the business imitates it
to death until, after an indefi¬
nite period, somebody else get a
new idea—and the blight takes
hold again.
This procedure may have suf¬

ficed for the past, but is not good
enough for the future. The bright
young men, who produce adver¬
tising's bright ideas,' must make
themselves a great deal brighter.
Now, of course, it is obvious

that if we are to sell the goods,
we must have the goods to sell.
Where, then, are the postwar
products we all dreamed about?
Where are the miracles of Amer¬
ica's laboratories predicted and
presented in Technicolor by in¬
dustry itself? • V v V ?
The answer, I think, is that in

the last few years we have been
too busy to make these dreams
come true. Necessarily, we con¬
centrated on filling the backlog
of postponed demand built up
during the years of conflict. But
that job has, in large measure,
been

, completed.. There ;is no

longer any valid excuse for not
making good on our promissory
notes to the American consumer.

Meeting Demand for Goods
Our customers need, and

should have, the newest, most
modern products American indus¬
try is capable of developing.
There is a vigorous demand for
these goods—a demand that un¬
derlines America's faith in indus¬
try's vast resources of technical
skills. How is this demand to be
met?

First, by clearing the way to
the marketplace for new goods;
second, by removing the" road¬
blocks of inventory if it is high
priced—for we are never going
to get these high prices in the
nearby future.
This suggestion will undoubted¬

ly prompt some plain and fancy

breast-beating, for it involves
facing up immediately to inven¬
tory losses. My only reply is,
that if inventory losses are in¬
volved in the pricing policies
necessary to stimulate sales, these
losses should be taken. Such
losses are inevitable—so let's
take them now!

If business is to do its share in

revitalizing America's faith in the
vigor our our economy, there is
the corollary necessity for reduc¬
ing costs through careful study
of production and distribution
methods and procedures. The
first objective of such a study
should be to increase the output
of the plants we now have—in
other words, to increase produc¬
tivity. The second, to eliminate
procedures which do not con¬

tribute to the quality of the prod¬
uct, or to its efficient distribu¬
tion, salability, and use. . ; j.'.
With : increased productivity,

our economy will be able to meet
the three-fold demand for foreign *

aid, national defense, and continu¬
ing consumer needs. A greater
output from present facilities will
also result in that which we need
so desperately—more and better
products, at lower prices, for more
people.. v./'-.

Greater productivity necessar¬

ily depends upon the mutual and
ungrudging participation of both
Labor and Management. Labor
and Management must progress
together, and, as they advance to
new standards of mutual achieve¬

ment, so the nation will go for¬
ward with them. And America
must go forward!
What happens in America to¬

day will affect the lives of men

everywhere. What remains of
the free world leans upon our

strength. If we perriiit ourselves
to be confused by the present
process of economic readjust¬
ment, the one certainty is that
our friends among the nations of
the world will follow us swiftly
into the Valley of Despair! If we
fail to maintain our own systems,
our mantle of leadership will be¬
come a shroud for the hopes of
men.

With firm resolution, therefore,
we must strive to realize the full

potential of our physical and
spiritual resources. The world
watches to see how we will use

our great material assets. 1 The
destiny of a major portion of this
world depends upon our success

in directing our physical effort by
the spiritual compass of wisdom,
courage, and faith.
The winds of doctrine swirl

about us and the tides of change
are at the full. I am convinced,
however, that America will stand
fast., I know it will continue to

plan with wisdom, to act with
courage, and to go forward with
the faith that has made it the rock
of freedom. >• > :*SV : 1 :•

• The great and inspiring fact
about America is that its citizens
can plan and Work together for
the common good, their horizons
of hope unlimited by the cold am¬

bitions of the state. It is within
their power to build the future of
their choice—and, if they build on
faith in themselves, and in their
country, neither the hazards of
postwar change, nor Communist
greed, can stay them from their
goals. . ■

The opportunity we enjoy in
America today belongs to us all-
it is not the exclusive property of
any class or segment of society.
This opportunity is ours in trust.
There is only one way by which
we can discharge this trustee¬
ship with the honor and integrity
that will make it proof against
the tides of change now sweep¬

ing the world. That way is
through the sincere co-operation
of Government, Labor, Business
and Agriculture to sustain our

way of life and to develop its
magnificent promise of the future.
This is a four-way partnership

in which each one has a vital role
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to play. As I see it, the role of
business is:

.

(1) To lower prices wherever
possible i

(2) To continue sound wage
policies

(3) To increase productivity in
co-operation with Labor

(4) To develop new products;
new methods; new services

<5) To have an eagerness for
enterprise; a willingness to ex¬
pand; and a revitalized initiative.

•

•; This is the platform on which
we can build, if we abandon our

foxholes of fear and regain the
faith that made America—faith in
ourselves, faith in our ability, and
faith in our future.

As Woodrow Wilson once said,
"America is not anything, if it
consists of each of us. It is some¬

thing only if it consists of all of
us; and it can consist of all of us
only when our spirits are banded
together in a common enterprise."
Today, our common enterprise

is clear—let us go forward to¬
gether, and, by bold action, re¬
affirm our faith in America and
in ourselves we, the people,
who are America.

Report on English Gold
And Silver Markets
We reprint below the quarterly

bullion letter of Samuel Montagu
& Co., London, written under date
of July 1.
^ . Gold
The amount of gold held in the

Issue Department of the Bank
of England was unaltered at
£247,833.;
The Bank of England's buy¬

ing price for gold remained un¬
changed at 172s. 3d. per fine ounce,
at which figure the above amount
was calculated.
It was announced by the Royal

Mint that a small coinage of not
more than 100,000 sovereigns is
being undertaken in order that it
can preserve the inherited knowl¬
edge and craftsmanship of gold
coining, which requires a different
technique from coining in other
metals and greater precision in
workmanship.
The coins will be struck from

existing dies and will conse¬
quently not be distinguishable in
date or design from earlier issues.
Further small mintings may take
place from time to time for the
same purpose. There is no ques¬
tion of issuing these sovereigns
for circulation; they will remain
part of the gold reserves.
The gold output of the Trans¬

vaal for the months of March,
April and May, 1949, is shown be-,
low, together with figures for the
corresponding months of 1948 for
the purpose of comparison: ! - • •

'

1949 .1948
; .*' • > Fine ozs* . Fine ozs.

March —— 985,316 980,349 i
April 956,103 978,617
May 978,908 A 977,878

. v;v VyV'-. Silver •'
Throughout the second quarter

of the year the official? price in
the London market was 43%d. per
ounce .999 fine for both cash and
two months' delivery, at which
figure it has ruled unaltered since
Feb. 16 last. The New York mar¬

ket quotation, on which the Lon¬
don price is based, also remained
■unaltered at 7iy2c per ounce.

- Demand for silver for use

in essential industries, although
slightly larger than during the
first quarter, continued on a mod¬
erate scale. With the exception
of a small amount of internal
silver sold for essential purposes
during April, supplies were pro¬
vided from official stocks.
The main feature of the market

in "free exportable" silver was a
demand from the Far East. Some
business has been done and ship¬
ments made, but operations have
been hampered to some extent by
the difficulty of obtaining suitable
supplies.

(Continued from page 4)
in 70 years the U. K. was unable
to buy canned fish from American
packers.
On a five-year average in pre¬

war seasons, the U. S. shipped
salmon to the U. K. at the rate of
808,000 cases annually. That was
11% of all salmon packed in the
U. S. and, at current prices, would
be valued at about $20 million.
The prewar export of canned sar¬

dines to the U. K. ran at about
122,000 cases annually and repre¬
sented about 5% of the U. S. pack.
This canned fish is, of course,

important chiefly to the U. S. can-
ners and the U. K. consumers. To

go into broader fields, in times
past, as high as 50% of all our
cotton, 40% of all our tobacco,
30% of all our wheat, 35% of all
our sewing machines, 30% of all
our lubricating oil, 15% of all our
farm equipment was sold abroad.
To the cotton, tobacco and wheat
producers, etc., the export market
is highly important. Its loss would
be nothing short of catastrophic.
But it cannot be maintained in¬

definitely by artificial methods.

Must Increase Our Imports

>■. The point I am trying to stress
is, of course, that the American
export market is living today and
has lived for some time on dollars
shelled out by American taxpay¬
ers. In 1948, just to give you a
few figures, our exports to the
ERP countries totaled approxi¬
mately $4,183 billion. Our imports
from those same countries were

about $979 million — a ratio, in
other words, of about four to one.
This situation cannot continue. It
would, in fact, be most unhealthy
if it did. The only way out is for
the European nations to earn the
dollars they need to buy here.
They can earn them—and I re¬
peat—only by selling here. Amer¬
ica must,,learn—even if,the lesson
is painful to certain segments of
our economy—that he who would
sell must buy.
It is equally true that a fully

productive Europe must sell in
other areas— competing, admit¬
tedly, with American exports. But
that again is something we must
accept as the price of world eco¬
nomic stability. And, let me ask,
how long has American business
found the word "competition" so
unpalatable? Traditionally, we
have accepted; the theory that
competition was one of the great
reasons— perhaps the greatest—
for the vigor of the American
economy. Translated into

^ world
terms it should promise, just as

surely, a vigorous world economy.
Actually,,in my opinion, it will

be a long time before European
productionefficiency will have
reached a level where it offers
any serious competition to Amer¬
ican producers. The Europeans
themselves realize this and it will
be one of ECA's principal chores
during the remaining years of the
program to show them the way to
higher productivity . through in¬
creased efficiency.>The difference
between the efficiency of Euro¬
pean production and that; in the
United States is generally admit¬
ted. In the U. S. for example, it
takes about 600 man-hours to
produce an automobile but in
France about 3,000 man-hours are
required. Four French miners
produce four tons of coal per day.
In the U. S. one miner alone pro¬
duces the same amount.
The explanation of Europe's low

productivity involves a long story
—too long for me to discuss in
detail this afternoon. Part of it
can be attributed to the war, the
physical destruction, the isolation
of European industry during the
war years—and so forth and so
forth. A great part, no doubt, goes
back to a condition prevailing
over a long period—the reluctance
of European industrial leaders and
workers to adopt new methods.
But whatever the reason, increased

k of ECA Still Lit
production is essential to Euro¬
pean recovery—it has become an

increasingly important part of the
recovery program.

In writing the original Eco¬
nomic Cooperation Act, Congress
specified technical assistance as a

definite part of the program. In
interpreting Congress' instruction
in this field, ECA has seen such
assistance as something more than
just merely the introduction of
new and more efficient machin¬

ery. The technical assistance pro¬

gram, which is now well under
way, has been ' translated into
terms of people and a steady
stream of what we call productiv¬
ity teams has for some months
been flowing both ways across the
Atlantic. European management
personnel and workers are com¬

ing here to see for themselves how
America has accomplished its
production miracles and American
technicians are visiting the ERP
countries in person to explain and
demonstrate new methods.

Aim of Technical Assistance

In general, the aim of technical
assistance is to enable the ERP
countries to achieve more effec¬
tive results from the use of their
own resources and from ECA-
financed goods and services. As
it is developing it promises, we
have found, to produce still fur¬
ther benefits. These visitors from
overseas are having a good look
at America. In the factories, fields
and laboratories they are meeting
and talking with Americans. The
bond of friendship and under¬
standing that is being cemented
will have incalculable value in
terms of human relationships. On
the other side, of course, the
Americans who are acting as hosts
to these visitors and as guides in
their journeyings are learning to
know and understand something
of the problems the Europeans
are facing. It is a two-way street
of international understanding
from which both will benefit.

American Industry Has
Cooperated

American industry, both man¬

agement and labor, has been most
cooperative in helping make the
technical assistance program a

success. Without the support of
both it would be, of course, a
dismal failure.

I think I should say here that
the splendid cooperation given
ERP .generally by American in¬
dustry has been most helpful. 1'
use the term "generally" advisedly
because many industries all over
the country and individual busi¬
nessmen have created one of our

major domestic problems through
a relentless lobby campaign for
the inclusion of their particular
product in the program or the
expansion of their present par¬
ticipation. ••••/.,. v ;-

>Understand me—no one at ECA
blames these individuals or con¬

cerns for attempting to expand
their businesses or for the vigor¬
ous prosecution of their interests
with Congress and with us. They
have, however, based their de¬
mands on a theory with which we
cannot agree and which, in our

opinion, presents a grave danger
to the program. Briefly, they con¬
tend that since American taxpay¬
ers are putting up the dollars for
ERP the program should be di¬
rected exclusively to the purchase
of American goods. At first glance
this seems to be a fairly reason¬

able request and many Senators
and members of the House have
taken up the cudgels in its de¬
fense.

However, let us examine this
theory for a moment. In the first
plice, there are only a limited
number of ECA dollars and we

are enjoined by the Economic Co¬
operation Act, as well as common
sense, to make each dollar stretch
to its utmost limit. If the price
for a certain product in the United

ts Ahead
States is higher than that else¬
where, we must purchase it where
it will consume the fewest ECA
dollars. Furthermore, if the prod¬
uct is available in some other

country where the use of dollars is
not necessary then we must insist
that it be bought there.
To spend one unnecessary ECA

dollar means just that much addi¬
tional burden to the American

taxpayers. The goal is to put the
ERP nations back on their feet
as rapidly as possible—to reestab¬
lish them as customers,1 paying
their own way. The limited group
who might profit from a "buy
American" policy now would pay
themselves in the long run through
the drain on the U. S. Treasury

and, perhaps, the permanent loss
of European markets.
It is, therefore, apparent that a

policy of forcing the ERP coun¬
tries to buy unnecessarily in the
United States would prove a seri¬
ous economic boomerang. Also, I
need hardly remind you that the
adoption of such a policy would
be giving the Kremlin, for free,
a most effective propaganda wea¬

pon. The Communists have,, as
you know,' charged that the re¬
covery-program was designed,
among other things, to afford the
United - States an outlet for its
surplus products and to prevent a
major U. S. depression. Our op¬
erations have successfully com-

batted that charge. To change now
would be dangerous not only eco¬

nomically but politically.

Small Business to Participate

Under amendments to the Act

passed by Congress this year, ECA
is instructed to give small busi¬
ness a helping hand in securing
ECA-firianced orders. That, of
course, will be a part of our pro¬
gram in the coming year. I think
I should remind you here, how¬
ever, that this amendment in no
way alters ECA's methods of dd-
ing business. In other words, we
remain primarily a financing
agency. We do not buy and the
ECA nations will continue to
make their purchases through the
normal channels of trade.

This, of course, presents prob¬
lems to the small manufacturer or
would-be exporter, most of whom
lack facilities for contacting Eu¬
ropean customers. Admittedly,
that is a serious obstacle to doing
business with the ECA nations.
Small business concerns should
give it thoughtful consideration
before launching campaigns to se¬
cure ECA-financed orders.
If the small businessman has

no previous export experience of
any kind he is almost certain in
for some rough going. I do not
need remind this group that it
is a very specialized field of mer¬
chandising and that the technical
details are numerous.

At ECA, we are most sympa¬
thetic with the small business¬
man's natural desire to increase
his sales outlets and we intend
to do everything possible to
achieve the objectives of the
Small Business Amendment. In
the United States there are ap¬

proximately 320,000 manufactur¬
ers. It is estimated that of these
about 99% can be classed as small.
These furnish 65% of all manu¬
facturing employment (two out-of
every three jobs) and produce
62% of all our total industrial
output. They form the hard core
of American free enterprise.
What we are doing for the small

businessman at ECA is this. As
instructed by Congress we are
preparing to employ a special as¬
sistant to the Administrator whose
job will be to promote and foster
the aims of the Amendment. We
have retained two consultants
who are familiar with the prob¬
lems of small business. With the
assistance of our staff of experts
all of the problems are being
studied and on the basis of their
findings a program will be de¬

veloped. At the present time, one
of the consultants is in Europe
discussing with members of Am¬
bassador Harriman's staff in
Paris, the mission heads in the
participating countries, and im¬
porters and representatives of'
ultimate European purchasers
generally, the advantages of using
small suppliers in the United
States to meet their needs.

In the final analysis, however,
the small businessman who wants
the business is going to have to
go after it himself. Just as he
must exert sales effort at home,
he must exert it abroad if he ex¬

pects to share in the export mar¬
ket. He will have to develop his
foreign, outlets largely through
his own initiative just as he did
his domestic outlets. kECA will
not be able to get the business
for him although we will do
everything in our power to help
him help himself. ' *

Actually, the small businessman
has not done too badly under the^
European Recovery Program
without the special help we are
seeking to give him. Preliminary
figures indicate that in terms of
volume small business has ob¬
tained some 75% of all ECA-fi¬
nanced orders and, in terms of
dollars, has sold about 25% of the
total. This compares favorably
with the record of our own gov¬

ernment procurement agencies
who are. also, charged with re¬

sponsibility for aiding this seg¬
ment of our economy.

ECA's first year has been gen¬

erally conceded a success. We are,

however, very conscious that it
was only the beginning. The real
test lies ahead—and it lies imme¬
diately ahead. In this coming year
the gains already made must be
consolidated and other and more

serious problems must be met and
solved. The world-wide shift from
& sellers to a buyers market, al¬
though not unexpected, has not
minimized our task.

At ECAiWa are convinced, how¬
ever, that we are starting this
second year of the program on
firm ground. If we can maintain
that "brave and generous spirit"
in which the program was
launched and avoid the "shrivel¬
ing timidity" of which Mr. Stim-
son spoke, we are confident of
ultimate success.

Cleveland lend Club

Fall Outing Announced
CLEVELAND, OHIO — The

Bond Club of Cleveland will hold
it Annual Fall Outing on Sept. 16

Russell J. Olderman Guy W. Prosser

at Sleepy Hollow Country Club.
The party will be in the form of .

a clambake, and will feature some
novelties this year. Guy W. Pros¬
ser, Merrill Lynch, Pierce, Fen-
ner & Beane, is Chairman of Ar¬
rangements; Russell J. Olderman,
McDonald & Co., is Chairman of
Golf.

Tobey & Kirk to Admit
Robert S. Gordon will be ad¬

mitted to partnership in Tobey &
Kirk, 52 Wall Street, New York
City, members of the New York
Stock Exchange on Aug. 4. Allen

Tobey retired from the firm on

July 18. j
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AsWe See It
(Continued from first page)

Churchill has in a sense once again stepped forward in a
crisis in which hardly less than the life of the United King¬
dom is at stake.

Now under ordinary circumstances all this would
be interesting to the citizen of the United States, but he
would feel, and rightly feel, it to be none of his business.
It is still necessary to concede that it is the right of the
British to choose what form of government and what
form of economic and social life they prefer to have. It
is their right to do so even should they choose socialism
—as they apparently have done in substantial part. Such
would be their right if they chose to set up a Hitler or
a Mussolini or a Stalin forthwith. We can concede no

less, for we should very keenly and vigorously resent
any effort of Britain or anyone else to estop us from
doing any of these things were we so minded.

Can Not Leave It There

But in the existing circumstances the matter can not
be left there—or so it seems to us. We have just entered
into a pact, which, contrary to all our tradition and quite
the opposite of what we have always regarded as wisdom
on our part, casts our lot in very substantial measure with
those of a number of powers of western Europe. Among
these latter conspicuously stands the United Kingdom. The
Administration has launched upon a program involving the
expenditure of huge sums of money to help these countries
to rearm for defense. In all this Britain is a key figure,
and in all this the central idea is to build up an area, a sort
of cordon sanitaire, between us and the Kremlin. And noth¬

ing has of late years been more clearly demonstrated than
the simple fact that a country which is economically mori¬
bund constitutes a liability rather than an asset in modern
warfare.

We have, moreover, for several years, indeed ever
since the end of hostilities, been supplying Britain with
vast quantities of goods and of funds in the thought, or

\ at least the hope, that in so doing we were aiding the
j sorely distressed people of that land to get back on their
v

economic feet, as it were, preparatory to the. reas-
■■ sumption of an economically independent status. The
'

time is almost at hand when we must decide as to the
*

amount of such aid we are to continue to furnish, and
J from all present appearances we shall have about the
same problem to face a year, and quite possibly five

| or even ten years hence. -

Britain's Attitude Suspect
In these circumstances we must certainly be excused

it we ask, indeed we' must be expected to ask: Is Britain
with its grandiose schemes of "socialization," its "free" serv¬

ices which even in this country we have not yet felt that we
could afford, and all the rest of it—whether in these cir¬
cumstances Britain is really "playing the game." There are
those who feel that she is not, indeed that she really is
"playing us for suckers." To put the matter very bluntly,
it seems to us that the British people, particularly the Brit¬
ish Government is acting not in the least as if it realized
that the nation was living at the expense of another people
which can not by any stretch of the imagination be regarded
as owing it any such generosity. It behaves not in the least
as if it wished to be free at the earliest possible moment
of the continuing acceptance of this sort of largesse, or that
it is really determined in a practical way to get back as

quickly as possible on its economic feet.

From this distance it appears that Mr. Churchill is
I fully warranted in saying, as he did say, last week, that

the Labor Government had "brought Britain low alike
) in prosperity and reputation both at home and abroad,"

and had no effective plan for stemming impending in¬
solvency. It has had the benefit of perfectly enormous

! sums of money from this country and from Canada, but
] has "dissipated" every foreign asset it could get its hands

| upon. The lack of unemployment about which many
boasts are heard is, as Mr. Churchill says, a result sim-

j. ply and solely of the grants in aid. Moreover, he added,
i foreign reserves of gold and dollars are now running
low and once these sources are dried, up, widespread

f- unemployment and. more privations are inevitable.
, . This is a dark picture, but certainly has the earmarks
j of reality viewed from this distance. It, moreover, does
not suggest recuperation of strength to a point where

J the nation once again is ready and able to defend itself

even with the almost limitless help from across the At¬
lantic. ■■■«'

U. S. Must Share the Blame

It is doubtless in part this picture which gives a num¬
ber of our legislators pause when more billions are asked
for Britain. It is no wonder that it gives them troubled
minds. The situation in which we find ourselves is not an

enviable one. Without doubt, it is in part at least of our
own making. We should have foreseen a good deal that has
developed, and asked in advance what could or should be
done to prevent its rise. We should, in our judgment, have
considered the matter much more carefully before we com¬
mitted ourselves to the present extent in all this. It may
even be that we shall find it impossible not to reconsider a

good portion of our policies in all these respects.

But even when allowance is made for all such con-

• siderations, the fact remains that precipitous withdrawal
from this situation at this time might well bring serious
complications. Yet, unless the objectives we seek are

being reached, we must in the end, in any event, find
ourselves disappointed—or worse.

Point IV a Fantastic Utopia!
(Continued from page 8)

no way precludes our proceeding
simultaneously to increase friend¬
ship and cooperation with our

neighbors to the South. Our max¬
imum efforts in these particulars
should be concentrated in this
hemisphere. There is no other
region where the Point IV pro¬

gram can be essayed under more

propitious circumstances. Its suc¬
cess or failure in the New World
should indicate what might be
done elsewhere.

The "Bold New Program"

Let us pause to contemplate just
what the expression "bold new

program" means.

Presumably it may be bold to
the extent it breaks precedents,
overreaches our abilities or be¬
comes foolhardy. None of these al¬
ternatives are necessarily com¬

mendable, hence, the word, al-
though actually meaningless,
might have been injected because
it was sonorously inspiring. Such
literary flights make a poor de¬
fense against hard economic facts.

Manifestly, there is nothing new
about the underlying intent of this
program. U. S. business and pri¬
vate capital actively and success¬

fully have been carrying out the
purposes of the President's Point
XV all over the earth for more

than half a century. In the most
constructive fashion possible, they
have carried our scientific ad¬

vances, industrial and agricultural
progress, and technical knowledge
to the remotest corners of the

globe, and in so doing they have
materially raised living standards
and promoted the achievement of
peace, plenty and freedom. All
this they have done with sub¬
stantial benefits for everyone con¬

cerned—especially for the peoples
and governments of the countries
where they have operated.

Certainly, mistakes, even a few
serious ones, have been made. But
we erred just as grievously in
our domestic affairs and have paid
dearly in all cases; the many in¬
nocent suffering with the bunglers
or the guilty. Our practices, even
so, were usually superior to the
mores of the times and it should
be recognized that business ethics
and procedures have steadily im¬
proved so that today our indus¬
trialists, merchants, and bankers
operating abroad, excepting for
the few chiselers who are en¬

countered in all walks of life, are
of the highest integrity and pub¬
lic spirit ' 'v
If conditions for foreign invest¬

ment and enterprise in the under¬
developed areas of the earth are

made- satisfactory so that capital
can go abroad with a sense of
security and assurances of reason¬
able profits which can be brought
home, bujiness will gladly con¬

tinue in even greater measure the

splendid job it has been doing for

the foreign countries and adequate
and just protection of our legiti¬
mate interests from the U. S. Gov¬

ernment is all, I repeat all, that
is needed. 'fV
The dictionary defines a pro¬

gram as "a pre-arranged plan or
course of proceedings." Yet, five
months after the President's pro¬

nouncement, we are told officially
that "all the agencies of govern¬
ment having experience in the
fields of international technical

cooperation and economic devel¬
opment have been hard at work
examining ways and means for
U. S. participation in the Point
IV Program." In other words,
there was no program to begin
with and, judging by what has
thus far emerged from Washing¬
ton, it still remains pretty sketchy
,'for what Mr. Truman says "has
become one of the major elements
of bur foreign policy."
The plan, so far developed, ap¬

pears in the President's special
message and two bills recently
presented to Congress. Separated
from the usual pious platitudes
and alluring abstractions it is ad¬
mitted to be "experimental" and

"only tthe first steps." It divides
into two categories: (1) Technical
aid by the United States Govern¬
ment and the U. N.; (2) Encour¬
agement to private enterprise to
go abroad through the negotia¬
tion of protecting investment and
trade treaties and by the Export
Import Bank guaranteeing capital
against losses. It is recognized that
the "major effort must be local"
i.e. via self-help.

The cost of these experimental
first steps during the initial year
will be $45 million for technical
aid and an unknown amount on
the guarantee account. Such star¬
tling estimates may cause those to
shudder who have observed the
manner in which truly insignifi¬
cant acorns of expenditure in
Washington quickly grow into
gigantic spending oaks.

Technical Aid to Latin America
Already Given y

• During the last decade the U. S.
Government has actively been
giving technical cooperation
throughout Latin America, ex¬

pending large sums in the process.
Its success has been relatively un¬

important, excepting for the In¬
stitute of Inter-American Affairs
work in education, health and
agriculture. ILAA projects were

carried on jointly with the re¬

spective national authorities and
U. S. contributions steadily de¬
creased as the local share rose.

For some time to come it would
be advisable to restrict U. S. Gov¬

ernment activities under Point IV
to this type of endeavor.
Even so there will be compli¬

cating factors. What is to be done
when techniques so improve

so many years. Fair treatment by' health and other conditions as to

increase greatly the population
a country, which even under op
timum foodstuff production ca
now barely sustain a smaller num
ber of people? Wisecracks abou
birth control and making it re
troactive don't give the answe

Or, to take a simpler case, if b
the use of modern tools a worke
produces twice as much, it ma
require quite an educational cam
paign plus the generation of man
incentives to dissuade him fro

working half as long.
It is pertinent to observe tha

American enterprises cannot af
ford to give away their scientifi
and industrial knowledge, experi
ence ana techniques for nothing
payment must be made for patent
and "know-how." Nor can the
permit these things to be misuse
by reason of ignorance or for im
proper ends.
On the other hand, the U.

Government mostly does not pos
sess these things and, therefor
cannot supply them. To the exten
that foreigners, unaware of tlr
fact, are - disappointed in thei
expectations, they will accus

Washington of bad faith. How
ever, this probably wont stop th<
bureaucrats, since no governmen
organ I ever heard of has ye
abstained from any function b
cause it acknowledged itself to b
ignorant or incompetent.

Capital Requirements Enormou

Therefore, unless Congress ri
idly circumscribes government
operations under Point IV, the
is grave danger that the capit
requirements of the prograi
within a surprisingly short tirr
will become enormous. Frequen
ly they will be of a speculate
nature. To employ U. S. ta:
payers' money in such underta!
mgs would be wrong in princip
and practive; it would be count
to our democratic-capitalistic te
ets; it would involve us in tl
worst form of dollar diplomacy;
would turn over the investme
of our savings to bureaucrats, i]
equipped for the task and who
responsibilities for the errors th<
may commit would be nebuloi
and it would deprive our citize
of their fundamental right
choose their own investments.
No officialdom, irrespective

how carefully selected or wise
may be, is competent to mast
and direct all the intricate ;ai

powerful economic forces of tl
nation—and still less of the whe
world. 'V;-; _>•.

To prosecute more than a srm

part of this program through go
ernmental vehicles, disbursing tl
taxpayers' money in governmen
;o-government loans or grar
would render it bold to the poi
of foolhardiness. The recipients
governmental loans or • larges
acquire a distaste for private car
tal. Moreover, governmental ere
its receive exchange priorities ai
other preferences, thus further i
juring private interests. ;

Even worse than developing tl
program through U. S. Gover
mental instrumentalities would 1
to put it under the less expei
enced U. N. and the latter's sp
cialized agencies. This natii
would continue to make the maj
^financial and technical contrib
tions, yet, the direction and co

trol thereof in most cases wou

be vested in those organizatio
where our single vote would ,1
overwhelmed by those of t
plan's beneficiaries. The U. 1
like all bureaucracies, seems ar
bitious to expand its activities an

at best to be only grudgingly tole
ant of private enterprise. To c
ordinate its operations with tho
of private organizations would.J
a Sisyphean task. The evils
the Statism and bureaucracy fro
which we already suffer with
our own country would be e

panded into an ■ infinitely - mo
dangerous . international supc
statism and hegemonic bureau
racy.

The ineptitude of both the U.:
and OAS Ecosocs in these matte
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as" already been demonstrated,
rue; the International Bank has
competent administration, but

uch agencies as this may change
or " the worse and . cannot be
ounted upon as being permanent,
herefore, for the long pull the
rospects of using the U. N. are
ot,auspicious, even in respect of
uch preliminary work as prepa-
ation of studies and surveys. This
articular aspect of the program
eqiiires the most careful scru-
iny, especially as it may be ex-
ected that both the UN and

AS, together with the many so-
alled "experts" in Washington
vill attempt to grap the ball and
n off with it in every direction,
o (he extent they succeed it will
ean more government in busi-
ess more proliferation of bu-
eaucratic structure and more ex-

ravagance and inefficiency. All
f which will spell the defeat of
he ends the President seeks.

The negotiation of bilateral
reaties to encourage U. S. capital
o go abroad is desirable, always
roviding tliat we first, after ex-
austive study, formulate and
nake public in a unilateral decla-
ation our economic policies espe-

ially on the protection of the
T. S. private investments. Only
n this manner can we make eff¬
ective the leadership which is
xpected of us. It is essential that
ther nations know that the U. S.
overnment and its diplomatic
issionswill give genuine and full
upport to our legitimate enter-
rises abroad, rather than, as

leretofore, what often, at best,
)as been merely lip service.

During recent years we have
witnessed the menacing and ever

ncreasing tumefaction of a va-
iety of grants-in-aid to the
everal states and of Federal
ubsidies to sundr y groups,
ho may possess convincing
lectoral influence. All of this
ndermines self - confidence and
ndividual initiative and makes
en supine under a Welfare State.

Use of Taxpayers' Money
Shocking

Still, it comes as a shock to
earn that we have advanced so
ar down the easy path of lethar-
ic submission that it is now pro-
osed to use the taxpayers' money
s a guarantee to induce private
apital to invest abroad in under-
akings in which, based on sound
usiness judgment, it would not
are hazard its own funds.

According to the President's
essage to Congress, private in-
estors are to be insured against
he dangers of inconvertibility of
heir capital and profits into dol-
rs, - expropriations, unfair and
iscriminatory treatment by Tor-
ign governments, and the de¬
traction of their enterprises
hrough war or rebellion. ,r

Unsound Features

While this proposal, as yet, is
oo nebulous and complicated to
ermit of detailed ~analysis,>cer-
ain generalizations are applic-
ble, irrespective, of the nature of
e loss which the guarantees are
pposed to cover. The suggested
rocedure would be unsound be-
ause: . v ' ■, '" j:

(a) Any guarantees such as are
ontemplated should be given by
he "country where the investment
ay bo made, and under no cir¬

cumstances by the country Sup-
lying the capital. >

(b) It would appear unfairly to
jscriminate against older invest-
erits, i.e., precisely against those
hp have demonstrated the ini-
iative, enterprise, and courage to
go abroad on their own, without
governmental assistance.
On the other hand, were the

guarantees to-be extended to
existing investments, the risk
might be an undue burden on the
U. S. Treasury; while simulta¬
neously the premiums might too
greatly augment operating costs,of

the beneficiaries. Either alterna¬
tive would be bad. . v

(c) In many cases, it simply
would not work. It would be im¬

possible to insure against the
speculative risks of exploration
for minerals, timber cruising,
etc., or to guarantee the value of
mineral reserves.

<d) To use the taxpayers' money
in such an undertaking would be
wrong in principle and often un¬
wise in practice. A governmental
official in my opinion, must act
as a trustee on behalf of the tax¬

payers, He has absolutely r.o right
by taxation to seize their savings
and invest them in a motley lot
of businesses scattered "far and
wide over the earth. Similarly, I
question the propriety of that of¬
ficial employing the taxpayers'
money to underwrite or guarantee
risks, which the private investor
would otherwise reject as unsafe.
Under this system the private in¬
vestors would get the profits, if
any; whereas, the taxpayers, for
certain as yet indeterminate pre¬
miums which will never reach
their pockets, would wind up ab¬
sorbing the losses.
(e) Not only would it weaken

the disposition of underdeveloped
areas to create an atmosphere at¬
tractive for private investment,
but to the extent losses result
from the actions of foreign gov¬
ernments, it might even increase
the number of expropriations and
other abuses, on the theory that
after all, "Uncle Sam will pay the
bill any way." ,

(f) It would increase the al¬
ready dangerous measure of gov¬
ernmental supervision and inter¬
ference in business. It would in¬

volve registration of capital, prof¬
its, and other data, thus giving the
unfriendly or unscrupulous a po¬
tent weapon wherewith to harass
and injure our investors.
(g) Since the guarantees wpuld

have to be available to'every cit¬
izen, it could be employed by the
chiselers, fly-by-night and crooked
promoters to the disadvantages .of
every one concerned, excepting
only themselves, thus giving
United States business—and gov¬
ernment—a bad name abroad. A

sort of Greshams law might re¬

sult; bad investments driving out
the good. ■ ■ ; ... ' - ■r
(h) The Export Import Bank in

due course might be forced , to
make good some of its guarantees
and therefore to take over the

private investors' position, often
including large blocks of nearly
worthless foreign currencies. The
U. S. Government would then find
itself in one or more bad pieces
of business which would be the

subject • of acrimonious debate
with the local authorities. Such a

situation would be embarrassing or
humiliating and might lead to dis¬
agreeable charges that we were
exercising a new species of dollar
diplomacy.

; (i) For the aforegiven reasons,
itt would discourage rather than
encourage private investment.

(j) Lastly and worst of all, it
would establish a precedent in
subsidizing business that could be
seized upon, both at home and
abroad for their own gain by pres¬
sure groups—labor, agriculture,
business, and of every variety—
to raid the public purse. It Would
be represented by communists and
others as proof positive that pri¬
vate enterprise cannot operate on
its own, but must be supported
by the taxpayers' money. It would
undermine the fundamental con¬

cepts of our democratic, self-re¬
liant system.

Business Leaders Not to Be Led
Astray

It is my belief that/the majority
df American business leaders still

have too much virility and self-
reliance to be led astray by the

debilitating paternalism of govern¬
ment guarantees. ECA experi¬
ence with its somewhat similar

insurance scheme would seem to
confirm this opinion. ;

Obligation of the Foreign
Governments

Since, the President Truman
cogently observed, the major ef¬
fort must be local, it behooves the
governments, who seek develop¬
mental capital and "know how"
for their areas, to learn and ad¬
just themselves to the true and
basic economic facts of life; to
enact and honestly administer
proper laws and regulations which
will encourage private enterprise;
to abandon legislation and prac¬
tices which discriminate against
foreigners; in short to create that
intangible but all essential "at¬
mosphere" which will attract in¬
vestment. * If they will do these
things, they will find U. S. capital
anxious to venture abroad, as it
has in the past, on a scale and in
a manner which will bring. large
profits to everyone involved.
Among the conditions where

there can only be improvement if
there be self-help, are the fol¬
lowing:

(1) A major impediment to re¬
covery and better living condi¬
tions in almost every country is
their failure to balance their econ¬
omies and budgets. Only in this
way can they stabilize their cur¬

rencies at honest values and create
free exchanges therefore.
(2) Multiple and arbitrarily im¬

posed exchange rates usually are

discriminatory, are tantamount to
increased taxation, and hinder
both foreign investment and trade.

(Parenthetically it should be
observed that the elimination of

managed currencies merits early
attention. The International Mon¬
etary Fund could and should help
in this by applying its rules rig¬
idly rather than indulgently.
However, as the McMillen Com¬
mittee declared in 1931: "There is,
perhaps, no more important ob¬
ject within the field of human
technique than that the world as
a whole, should achieve a sound
and scientific monetary system
. . . starting from the historic gold
standard. In keeping with this
wise counsel, the United States
might well take the lead towards
returning to an international gold
standard at $35 per ounce.")
(3) Nations with second or

third-ra^e economies must stop
extravagant spending, taxing and
otherwise pretending to be first-
class economics. /

(4) Excessive military estab¬
lishments, where not needed, as
in Latin America, must be elimi¬
nated..,.:;.::,;.'-;. /! V.' ;.>V
(5) The inefficiencies and ex¬

travagances of governmental own¬
ership, operations, controls and
interferences must be eradicated.

- (6) Funds must not be misspent
on unsound projects, such as the
steel mills to which Secretary
Acheson has referred.

(7) Similarly, diversions of cap¬
ital from much needed develop¬
ments to less urgent although
perhaps more spectacular ones
should cease.

4

(8) Corruption and similar
abuses, which are widespread and
deepseated must be eradicated.
Such venality exists in some
countries that honest enterprises
are severe*y handicapped, if not
forced out of business, and the se¬
curity of U. S. investments is se¬
riously menaced and even in some
instances destroyed.

(9) So-called advanced social
legislation should be viable as
well as idealistic. Too often it is
impractical and thus fails genu¬

inely to improve the workers' lot,
only benefits the demagogues, in¬
creases operating costs to a point
where they may become non-com¬

petitive, and generally is a de¬
terrent to national progress.

(10) Already established foreign
investments and enterprises must
be accorded the same equitable

treatment as is offered to new

capital.

(11) Foreign investors must be
secured against threats of both di¬
rect and indirect confiscations,
expropriations and nationaliza¬
tions. If for justifiable reasons of
public policy a property is taken
over there should be effective
and prior compensation- in an
amount adequate to cover the
value including goodwill and
other intangibles, such as ore re¬
serves.

(12) Sound industrializationwill
not result from special privileges
being granted to a favored few,
as for instance by giving high
tariff protection to those already
making exorbitant profits.
When it comes to customs and

trade restrictions we too are sin¬
ners. The world's—and, inci¬
dentally, our own — economic
problems would be greatly eased
if the American people could be
induced to accept a "favorable
balance" of imports over exports,
in the realization that those of
quality entering at the right price
increase our store of wealth. Prob¬
ably such a development is too
much to hope for, but it alone
would go a long way toward help¬
ing the undeveloped areas.

(13) It will be impossible to
proceed with the Truman program
at all, unless our enterprises are
permitted freely to bring in tech¬
nical and administrative em¬

ployees.- vv." v.v . • ■

It is pertinent to observe that
under the vast array of overlap¬
ping laws, regulations, and taxes
existing both in the United States
and Latin America, it would be
utterly impossible presently _ to
initiate the vitally important en¬

terprises, which have so hugely
benefited those peoples and their
governments raised their living
standards and given us the stra¬
tegic materials without which we

could not have won the recent
war. In other words, unless the
impediments, I have described,
can be removed not even a start
can be made constructively on the
bold new Program,

No Quick Cure
It has been reiterated that Point

IV is a long program, yet there
are those who would now present
it as a quick cure for recession,
disinflation, or whatever one
wants to call our present economic
difficulties. To correlate it with
any short-range problem will only
cause confusion. Since it will re¬
quire decades and generations, pa¬
tience and persistence will have
to be exercised by all.
In the devolpment of the Tru¬

man program, it is imperative at
all times to bear certain funda¬
mental facts in mind:

(a) It is dangerous togeneralize.
Each country and area must be
studied separately and plans ad¬
justed to the specific conditions
prevailing therein, before an at¬
tempt is made to formulate a co¬

ordinated general plan;
(b) It is a common error to at¬

tribute unlimited resources to so-

called undeveloped areas, as for
instance Latin America, when ac¬
tually extensive investigations in
each country have already proven
that the alleged riches are not
readily at hand. ,

(c) Our scientific/advances and
industrial or technical procedures
are not universally applicable. A
small mine in the Andes may be
worked profitably by local meth¬
ods; whereas it would be a losing
proposition for American oper¬
ators.

(d) The exploration, develop¬
ment and working of such large
natural resources as do exist can
be performed successfully only by
private enteiprise. Government,
and still more international gov¬
ernment, is incapable of doing the
job.

<e) As previously noted) no at¬
tempts should be made to indus¬
trialize areas ;which are unsuit¬

able by reason of scarcity of raw
materials, inadequate or incompe¬
tent labor; meagre markets, or
other adverse conditions.

(f) Such international accords
as those approved at the Bogota'
Conference in 1948, in respect of
the "Grau Doctrine," expropria¬
tion, and in other particulars must
be rescinded or they will block
the entire prdgram.

(g) Any positive program to
succeed must be premised on the
proposition that private property
rights are human rights and if
they are lost all freedoms will
perish.
The President's Inaugural state¬

ment was dramatic and caught the
public eye. This makes all the
more regrettable the unhappy mis¬
interpretations which have been,
given to his reference to "the old
imperialism—exploitation for for¬
eign profit."
U. S. private enterprise, in for¬

eign land, with very few excep¬
tions—and those mostly in the dis¬
tant past—has indulged in neither
imperialism nor exploitation, in
the selfish sense of the word. On
the contrary, profits generally
have been reasonable and often
far smaller than the risks would
justify. In full measure, there has
been democratic fair-dealing by
our corporations and citizens,

Therefore, the critical implica¬
tions, which may be drawn from
the President's statement, are un¬
warranted. Abroad, they add force
to the attacks on U. S. enterprises
and are likely to encourage the
attitude of "gimme" on a govern¬

ment-to-government basis. At
home, his declaration may incite
the "do-gooders," bureaucrats and
demagogues to expand their ac¬
tivities and extravagances. Care
also must be exercised against the
chiselers who will try to get a
free ride at Uncle Sam's expense.
Ladies and gentlemen, if I have

sounded several notes of caution,
it^is precisely^jDecause President
Truman's idea—his ultimate ob¬

jective—is so splendid that we

must not, like the person labori¬
ously gathering yellow pollen
from the flowers of the field, fail
by being "overbold in aspiration"
or "building castles in the air."
Nothing can be so foolish as

empty boldness—the child of ig¬
norance, and nothing so futile as

day-dreaming.
Whatever happens, th$ strength

of the United States must be "pre¬
served. Destroy this root of world
stability and the branches every¬
where will wither. s

More Than Fancy Phrases Needed
We want to help our fellow

men, but to do so in fact and not

merely to feed them fancy phrases.
With this ambition and in

, this
spirit, 1, am convinced that the
job cannot be done by our gov¬
ernment alone or in combination
with the U. N. The only sound
and. feasible method of attaining
the objectives sought by the Point,
IV Program boils down to the

proposition of such conditions
being created at home and abroad

as will induce our investors and

enterprises again to enter the for¬

eign field, ;

The most inspiring incentive
which can be given towards for¬

warding this program would be

for the United States itself to stop
the insidious drift towards a coi-

lectivist economy which now

threatens to smother the "Amer¬

ican way of life"; to put our own
house In order; to restrict govern¬
ment to its proper functions; and
to return to the free private com¬

petitive enterprise system which
respects economic rights and re¬

wards honesty, hard work and in¬

telligence with profits, higher
standards of living, and general
well-being.
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The Case for 100% Money
(Continued from page 6)

would simplify the money system
in the United States and open it to
the scrutiny and for the criticism
of the public. The determination
of a monetary system would be
placed into the hands of Congress
where the Constitution of the
United States requires that this
power reside. Upon a moment oj
thoughtful reflection one would
agree that Congress, for a number
of reasons, is a safe body in which
monetary authority can be en¬
trusted. Inasmuch as Congress
represents the will of the majority
of the electorate this legislative
body will take care that it ob¬
serves the desires or at the very

least avoids the displeasure of the
voters. The attitude of the voters
with respect to monetary prob¬
lems is most encouraging. The
masses of the American people
are fully aware of the dangers of
both inflation and deflation. More¬
over, the average citizen also
knows that these dangers of in¬
flation and deflation are closely
related with changes in the quan¬

tity of money.
It would be of utmost difficulty

for Congress to pass laws chang¬
ing the quantity of money to any
appreciable extent in view of pop¬
ular sentiment on the subject and
the open parliamentary procedure
in Congressional action. Under
the present monetary system the
tremendous changes in the quan¬

tity of money escapes the atten¬
tion of the public in general be¬
cause of the inconspicuous manner
of change, that is, through the
making and repaying of loans
through demand deposits. More¬
over, people in general do not
realize that demand deposits func¬
tion the same as money as a me¬
dium of exchange and that they
are actually more important from
the quantitative viewpoint. On
numerous occasions when I have
been addressing groups of persons
and mention the monetary nature
of demand deposits and their fluc¬
tuations, my words are greeted as
an amazing revelation. It would
be a difficult task for Congress to
increase the quantity of money,
and virtually impossible for it to
increase the quantity of money to
the extent that it is increased un¬

der the present system of frac¬
tional reserves for demand de¬

posits. On the other hand, it
would be of equal or greater dif¬
ficulty for the Government to con¬

tract the quantity of money, espe¬
cially during recessions which is
characteristic of our present sys^
tem of determining the quantity
of money by the amount of com¬
mercial debt to banks. Recession
is the most dangerous time to con¬
tract the supply of money. The
money supply should beinde¬
pendent of commercial debts to
banks.

It might be pointed out; that
even now the Congress can, if it
wishes, ; increase the supply of
money by authorizing an increase
in united States Notes or Fed¬
eral Reserve Notes., Or it can re¬

duce the upper limits for demand
deposit reserve requirements. De¬
spite its ability to do so at present,
there is very little likelihood that
Congress would indulge in such a

performance.
in

With a full reserve requirement,
commercial banks would possess
full liquidity for their demand de¬
posits. Gone would be the fear
and danger of a run on banks
which has been characteristic of
past financial panics. Since de¬
mand deposits would function sole¬
ly as money and would bear no

relation to bank loans, the bank
would stand ready to meet the
withdrawals of demand depositors
down to the lost dollar. However,
once the depositors find out that
the capacity of the bank to meet

its demand obligations is 100%,
depositors would lose their desire

to withdraw their deposits, espe¬
cially since the convenience of
checking accounts is of such great
importance.

IV

Commercial banks would be
able to safeguard their solvency
cO a greater extent with full re¬
serve requirements for demand
deposits. Past banking history has
shown that one of the greatest
threats to the solvency of a com¬
mercial bank is the very lack of
liquid assets. When a bank finds
itself in such an unhappy plight
it is forced to sell some of its sec¬

ondary reserves or even some
frozen assets. Forced sale often

means that the cash realized is
less than the value at which the
asset was carried on the books of
the bank. Such an experience was

quite common during the last re¬
cession and often wiped out the
equity values completely and the
depositors themselves could not
withdraw their claims. If the li¬

quidity problem could be solved,
many banks found themselves
with insufficient assets to balance
off the remaining deposits. While
commercial banks at the present
ime generally have large. sec¬

ondary reserves in the form of
U. S. Government obligations, this
financial strength might not be a

permanent condition of our banks.
One cannot foresee the severity
of any future depression. It pays
to be prepared as fully as is pos¬
sible against insolvency, and it is
rue that 100% reserves against
demand deposits is complete prep¬
aration and not only partial prep¬
aration.

V ;,>/;■
The basic function of banking,

hat of accumulating and concen-

;rating idle funds of the commu¬

nity and loaning out these funds
would be greatly simplified by
disentangling it from the function

af creating and destroying money
which is a strictly monetary and
not a banking function. With
100% reserves for demand de¬

posits, loans could only be made
aut of time deposits which consist
af actual savings of individuals,
ausinesses, and other institutions,
deposits which do not represent a
medium of exchange created by
the bank itself. The complete sep¬
aration of the banking and the
monetary functions would bring
the business of banking within the
control of the bankers themselves,
whereas now the actions of com¬

mercial bankers, taken together,
causes the economic system to get
out of control with the result that
the banks themselves must suffer

outrageously when a financial col¬
lapse follows; It is an obvious
fact that the vast majority of
bankers are scrupulously careful
with respeet -to, whom and how
much and for what a loan is made.
Loans are made with reasonable

thought of the banks obligations
to depositors. Yet despite all the
reasonable care that bankers give
to the. making of loans, their col¬
lective action which involves the

creation of billions of new money

periodically results in inflation, a
dislocation of prices and income,
all of which sows the seeds for a

recession which is basically an
effort of the economic system to
rectify the distortions of inflation.
Thus it is that even the utmost
care exercised by individual
bankers will cause the economic

system to get out of hand because
of the creation of excessive quan¬
tities of money by the banking
system as a whole.
But that is not the end of this

particular story. We now have to
consider the repayment of loans
which in itself seems to be the

decent and ethical thing for any

debtor to do, However, this very

repayment of loans by borrow¬
ers causes a destruction of circu¬

lating media to the extent of bil¬
lions of dollars. From 1929 to 1933

the contraction of demand de¬

posits was approximately 37%
which approximated the extent of
the decline in business activity. If
no other factor had entered the

picture, the destruction of money
itself would have made it abso¬

lutely impossible to maintain the
price level and prosperity. It is
true that a decrease in the veloc¬

ity of money contributed to the
recession, but the recession would
have occurred even if the velocity
of money had remained at its
same high level., Moreover, the
very destruction of money with
the resulting scarcity of money
induced people to husband their
income and be less free in ex¬

penditures. The destruction of
money itself is one important
cause of decline in the velocity
of money. They both contribute
to a recession.

Now, no one would charge the
individual banker as being re¬

sponsible for the destruction of
money and its accompanying de¬
crease ins money velocity. The
fault lies with the very nature
of the commercial banking system
which makes the quantity of
money in the economic system
mainly dependent upon loans in
the form of demand deposits. Let
it be emphasized again that while
individual bankers themselves are
not at fault for this situation, their
seemingly harmless action of loan¬
ing newly created demand de¬
posits, when taken collectively,
causes overwhelming tides of in¬
flation and deflation which tradi¬

tionally have engulfed thousands
of banks as well as other busi¬

nesses, not to mention the greatest
lardships which the unemployed
inherit.

If the loaning of money were

purely a banking function without
involving the creation of new

money, the traditional great care
of the bankers will be truly
rewarded, and not undermined by
the extremes of inflation and de-,
flation which are largely of their
own creation. It is truly strange
to see commercial banks engage
in the creation and destruction of

huge quantities of money which is
a primary cause of inflation and
deflation./ Nothing could be more
inimical to the financial well be¬

ing of a bank. At present bankers
view the creation of currency by
the government (via the Federal
Reserve Banks) with justified dis¬
comfort. Yet they habitually close
their eyes to their own actions
which are similar and even more

extensive. This habit is perhaps
a natural one inasmuch as tradi¬
tions are largely accept without
question or much critical thought.

vi

, Full reserves for demand de¬

posit money would make it neces¬
sary for banks to increase their
service charges on these accounts.
While this increase will very
likely make some depositors drop
their accounts and resort to a

greater use of currency, it is ex¬

tremely doubtful that these drops
would be more numerous. The
convenience of check-book money
is so great that it is worth far
more than the. cost being charged
at present. When, in the thirties,"
interest payments on demand de¬
posits were stopped and service
charges instituted, it was feared
by some that demand deposits
would drop substantially. Actu¬

ally, however, demand deposits
are larger than ever. ■

Furthermore, from the bankers'

point of view, since service

charges would do little more than

cover cost of
_ service, it would

really make little difference in
terms of earnings if demand de¬

posits were larger or smaller. On
the other hand, if the Federal
Government would prefer to see

that demand deposits and their
convenience did not shrink at all,
if indeed such a shrinkage would

occur, the government could re¬
imburse banks for part of the cost
of servicing demand deposits.

VII

Inasmuch as the monetary func¬
tion of banks would be completely
separated from the loaning activi¬
ties of banks under a system of
full reserves for demand deposits,
all loans would have to be made
from time deposits. Inasmuch as

loans would have to be made out
of actual savings of persons and
institutions, banks could charge a
higher rate of interest for loans
they would make. Then in turn,
the banks could offer a higher
interest to the time depositors,
which would attract the savings of
many individuals who previously
had no deposits in banks and also
cause many persons who now hold
idle demand deposits to transfer
the bulk of their demand deposits
into time deposits. This increase
interest rates would probably go
into effect very soon if there is a
real demand for additional loan¬
able funds. The demand for funds
will permit an increase in rates
and at the same* time warrant the
banks to allow a higher interest
earnings to their time depositors.
The low rate of interest which
was instituted as a depression
measure during the 1930's is ridic¬
ulously low and entirely out of
line with the tenor and needs of
the economy. \

Before leaving the matter of
immediate effects of full reserves
for demand deposit money one

might consider the charge that
earnings of banks would drop im¬
mediately and substantially. Such
a charge would simply not be true
if the plan were properly intro¬
duced. A simple, yet wise plan of
introducing the system would be
to permit a bank to use as re¬

serves (in meeting the 100% re¬

quirement) cash, deposits with the
Federal Reserve Banks, and U. S.
Goverrqnent obligations. If these
items Would be insufficient the
bank mijght be permitted to bor¬
row the balance from its Federal
Reserve Bank in exchange for a
note by the commercial bank
bearing only a nominal rate of
interest. With this kind of intro¬
duction of the system the current
earnings ' of banks would be
scarcely disturbed. The ultimate
effect upon earnings will be taken
up presently in this article.

Ultimate Effects of 100% Money
It is in contemplation of the

long-range effects of 100% money
that some of the most significant
observations can be made. For it
is over a period of years that the
full benefits and to be sure, cer¬
tains risks, will be realized.
(1) One hundred . per cent

money will;mitigate inflationary
booms and depressions. Undoubt¬
edly the greatest single benefit
of full reserve requirements for
demand ^deposits is :the in¬
creased ^stability which it will
promote in the economic .system.
While 100%, money does: not
promise COMlete stability, it is
impossible fo-leny, upon adequate
reflection, that the contribution to
stability w$&ld be substantial. :
It is clear, in order to achieve

stability for an economic system;
that is essentially privately oper¬

ated, that it is necessary to sta¬
bilize the -j?alue of money and
wealth. Sug!|gtability in the value
of money would be the same as
the stability^ prices. It has been
known fdr--hundreds of years by
bankers, businessmen, and econo¬
mists that the fundamental deter¬
minants of ^economic values in
terms of mqfj$y, hence prices, are
the quantity of goods produced
and the demand for those goods in
the form of purchasing power. To
go a bit*S&Hher, demand in the
form o£; .purchasing power con¬
sists of, two ingredients, and these
are the quantity of money and its
rate of turnover or velocity. Un¬
der our present system of money
both of these ingredients are basi¬
cally determined by business and
customer psychology.
Under the present system of

fractional reserves, the total quan¬
tity of demand deposit money
will depend upon the economic
outlook and consequently borrow¬
ings of bank customers. The dan¬
ger arises out of the excessive
money which is subesequently
created. The sum total of the op¬
timism of borrowers is a poor
guide for the maximum limit to
the quantity of money which the
economic system needs. The truth
of this statement is pointed up Tby
all of our past inflationary pe¬
riods, including the last. These
inflationary periods lead to the
distortion of prices and incomes
which in turn lead to recessions
and depressions. While the con¬

traction of demand deposits dur¬
ing these latter phases of the busi¬
ness cycle rectifies distortions of
prices and incomes, it does so by
working • great hardships upon
millions of persons, banks, busi¬
nesses, and workers alike. Not
only is there less money with
which to buy the goods of mer¬
chants, but as people see or feel
the increased scarcity of money,
they are motivated to spend what
money they do have, more and
more cautiously. Thus we see that
an unstable quantity of money
causes an,-unstable,; psychology
which in turn influences the ve¬

locity of money to the detriment of
the community. The only way in
which to immunize the quantity
of money from the influence of
mass psychology^ is . to require
100% reserves ' for ■.-< demand
d epos it s.r This in turn will
eliminate one of the many psy¬
chological, determinants of * the
velocity of money or the rate at
which people spend their money.
The great extent to which the

value of money would be stabil¬
ized would create much more jus¬
tice than now exists between
creditor and debtor. Upon ma¬

turity of a loan, the creditor
should receive no more or less in
purchasing power of the principal
sum than when he advanced the
loan. • His risk for which he re¬

ceives interest "should be primar¬
ily with respect to repayment, and
not with respect to a change in
the value of money. Yet the lat¬
ter has continually interfered in
the smooth working of the credit
system in the United States. On
the other hand, the debtor, upon
maturity of his loan, should be re¬

quired to give up a sum of money
with different purchasing power
that it had when he borrowed the
same dollar sum. Only with - a

stable value of money can we re¬
alize the vast benefits of greater
justice, reduced risks, and the re¬

sulting greater production that
would ensue. ; , " • .* •. '/J
With the present fractional re¬

serve ' requirements and the
present liquid position of most
banks - the amount of deposit
money whieh can be created-is
practically inexhaustible. Inas¬
much as the banking system has
to accumulate only a fraction of
the money that is loaned (the rest
of Which is simply created) it is
clea? that banks are not compelled
to charge a higher rate of interest
as the demand for loanable funds
increases. If the supply of loam-
able" funds were limited to that
accumulated by banks, interest
rates would go up as the supply
dwindled. It is desirable that the
law of supply and demand be re-,
instated for interest rates that, the
latter may seek its proper level
and thereby contribute to the sta¬
bilization of the economic system^
There should be no question that

a flexible interest rate, determined
by the. supply and demand for
loanable funds, is a very desirable
situation to obtain. Such a market
determined flexibility would tend
to stabilize the economy by put¬
ting the brakes upon excessive
borrowing during prosperity when
the increased demand for limited
loanable funds would drive up the
interest rates and by encouraging
borrowing ■ during- depressions
when the increased supply of idle
funds and decreased demand for
loanable funds would drive down
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the interest rates. A policy of low
interest rates is a depression pol¬
icy. By maintaining this policy
during prosperity inflationary bor¬
rowing has occurred. The distor¬
tion of prices and income will
necessitate a readjustment at¬
tended by greater hardships that
would have been the case if much
of the inflationary borrowing had
not occurred.

Bankers are generally in agree¬

ment as to the desirability of flex¬
ible interest rates. They must
realize that such flexibility de¬
pends fundamentally upon free
determination of the supply and
demand for loanable funds in the
jeconomic system. The free deter¬
mination of the supply of loanable
funds is basically interfered with
when to a very large extent, the
supply arises out of newly created
funds. If bank reserves are huge,
as they have been after the war
and as they are even now, new
funds can be created to such an

extent as to cause a considerable
inflation before the pinch of dwin¬
dled reserves would cause banks

to raise interest rates and thereby
discourage borrowing. A free de¬
termination of the supply of loan¬
able funds which is essential to a

stabilizing interest rate for the
economic system requires the sup¬

ply of ioanable funds be basically
determined by the actual and vol¬
untary savings by business and
individuals.

Would There Be Sufficient Credit?

An understandable argument
which some bankers raise in this
connection is whether or not the
economic system would not be
stifled with insufficient credit if
new money could not be created
to make loans. However, this view
ignores the tremendous amount of
actual and voluntary savings in
the economic system. Indeed, one
of the basic problems of the eco¬
nomic system has been the lack of
investment opportunities. It seems
quite ridiculous for banks to be
creating new money for loans,
when there is much money volun
tarily saved which normally goes

begging for investment opportuni¬
ties. The welfare of the capitalis¬
tic system of private enterprise
depends upon investment outlets
for savings.
It is conceivable during some

periods of prosperity that some
would-be-borrowers would be
confronted with a shortage of
loanable funds. Actual and vol¬

untary savings would place a ceil¬
ing upon what could be borrowed
during prosperity. But rather
than considering this a cause for
concern, it is one of the great ad¬
vantages of 100% money. The
very ceiling upon borrowings is
what is necessary to prevent pros¬
perity from getting out of hand

•

and developing an unsound infla¬
tion and the subsequent hardships
of readjustment. '

. ■ Despite the ceiling upon bor¬
rowings, one can be assured that
sufficient funds would be avail¬
able for full employment. Full
employment in the economic sys¬
tem requires that total expendi-

; tures in the economic system be
maintained, and not increased or
decreased from year to year.

Thus, the economy can be kept at
full productive levels if all or

nearly all of national income is
; soent either for consumer or pro¬
ducer goods; What is necessary is
for actual and voluntary savings,
which are that part of income in
excess of consumption, to be spent
on producer goods, that is, in¬
vested. If all of the savings are
invested, national production and
employment will be maintained.
From the great abundance of.
money in the economic system at
the present time there is little
question that sufficient money ex¬
ists to carry on exchange at or
just a little below our present
price level. If total employment
and production cannot be main¬
tained it will be because of in¬
sufficient consumption or the fail¬
ure to invest most of the volun¬

tary savings in the nation, and
this is not a question of creating
more money. It is rather a prob¬
lem of the slowdown in the turn¬
over of existing money. Moreover,
this slowdown would not be so

great if not facilitated by the de¬
struction of money wnich now
occurs simultaneously with the
slowdown. ,■■■y.V.; ,,

(2) As one would surmise from
the foregoing observations, the
banking system in the bnited
States would be tremendously
strengthened if it worked with
and depended upon 100% money.
It a truism tnat what is good
for the economic system in gen¬
eral is good for the banking sys¬
tem in particular. Specifically,
the elimination of pure inflation
and the mitigation of depressions
would stabilize the value of

money with which banks deal.
The banks would have greater as¬
surance that repayment of a loan
will involve an amount of pur¬

chasing power closer to the pur¬

chasing power inherent in the
money when it was first loaned.
A stable money value would give
full reward for good judgment
that a banker may exercise. As
it is now, good judgment in loan¬
ing and investment is often offset
by extreme changes in the value
of money, a phenomenon about
which thd\ individual banker can

do very little insofar as the quan¬

tity of money is determined by
the coordinate effect of the entire

banking system. Bank manage¬
ment would involve the funda¬

mental banking function of loan¬
ing and would not be intertwined
with the dangerous matter of
changing the supply of money.
The full liquidity of banks with

respect to their demand deposits
would add immeasurable strength
to banks. Past financial crises of
banks have often begun with
liquidity difficulties. One hun¬
dred per cent money would make
banks "run proof." Because banks
would be, liquid despite any ^.de¬
gree of demand deposit with¬
drawals people would no longer
leel the need of withdrawing their
deposits. "Runs" on banks would
become a peculiar phenomenon of
the past.
Because of a more stable value

of money repayment of loans
would be more certain. During a

recession, because money is be¬
coming scarcer and more valuable,
borrowers find it more difficult
and sometimes impossible to meet
their obligations when they ma¬
ture. The difficulty of repayment
of borrowings would apply to in¬
stitutions as well as to individuals.
With the reduction of this diffi¬

culty banks would experience
fewer losses on loans and invest¬
ments. Moreover, the elimination
of forced liquidation of loans and
investments, which banks are of¬
ten obliged to engage in during
recession and depression, would
also protect banks against losses
on loans and investments. By pro¬

tecting or safeguarding the value
of their assets, banks would be
in a much stronger, position to
avert insolvency during periods of
financial crisis. ; v

Banking Regulations Would Be
Reduced

(3) In view of a vastly strength¬
ened banking system it follows
that the complex maze of banking
regulations that now obtain would
be superfluous. Supervisory and
regulatory agencies have been
established and their interference
compounded in the interest of
strengthening the banking system
without getting at the root of
banking instability. One hundred
per cent money will, as we have
just seen, remove the fundamen¬
tally weak part of the banking
structure and replace it with an

arrangement as strong as can be
devised. Getting rid of the funda¬
mental and inherent weakness of
the commercial banking system,
the need for extensive govern¬
mental regulation will become a

thing of the past.
To begin with, Federal Deposit

Insurance would be necessary
only on time deposits. All super¬
visory functions of the Federal
Beseive system could be trans¬
ferred to the Federal Deposit In¬
surance Corporation. A definite
reserve requirement could be set
by law for member banks time
deposits, solely in the interest of
safety of deposits. It would not
be necessary to regulate reserve

requirements in the interest of the
economy because even the maxi¬
mum amount which a bank may
loan would not be inflationary.
Membership to the Federal Re¬
serve System for State banks need
be little more than a formality if
a bank is a member of the FDIC.

Indeed, membership with the
Federal Reserve System might be
made automatic for members of
the FDIC. Such membership with
the FRS would not entail any ad¬
ditional regulation of supervision
but rather would extend to the
banks certain privileges such as
advances and rediscounting rights.
Needless to say, the reduction of
governmental supervision and re¬
strictions would be welcomed by
bankers. -

(4) The long run effect upon

earnings is perhaps the outstand¬
ing objection which bankers raise
with respect to 100% money. In
view of some of the misunder-t

standings concerning the plan this
apprehension can well be appre¬
ciated. Let us consider first of all
how some of the above effects
would influence earnings over a

period of time. We have seen that
earnings in the short run need not
be changed appreciatively if part
of the reserve requirement could
be met by U. S. Government obli¬
gations and loans at nominal rates
from the Federal Reserve. In time

it would be advisable for)banks
to replace these "reserve loans."
It certainly would be to the bank's
advantage to do so with Govern¬
ment bonds if idle cash arises. On
the other hand, if loans have to
be curtailed it would definitely
cut into the earnings of the bank.
However, considering the size of
the primary and secondary re¬
serves of most banks today, there
would be little need for the forced
contraction of loans.

As we have noted above, it is
very probable that time deposits
would increase both because of

higher interest rates and thus
banks would have more of
such deposits whose funds may
be loaned out to the advantage
of the banks. A larger volume of
business would increase the total

earnings on time deposits. It must
also be remembered that inas¬
much as all loans would have to

be made out of time deposits, the
earnings on time deposit funds by
banks would rise. It would be

unnecessary for banks to restrict
their use of time deposit funds to
prime investments as is the prac¬
tice at present. Banks would
benefit in that loans are more

profitable than investments. Thus,
while the bank might be restricted
in its use of demand deposit funds,
the banks would be freed in its
use of tim# deposit funds. Any
reduction of earnings on the for¬
mer would be fully or more than
offset by increases in earnings on
the latter. Moreover, in addition
to increased earnings on time de¬
posits, bank earnings in general
would rise to the very real extent
that losses on loans and invest¬
ments would be reduced. All in

all, there seems to be good evi¬
dence* that earnings of most banks
would actually increase under a

system of'100% money.

With the present unit banking
system vastly strengthened, the
most imposing . argument for
branch banking would disappear.
There would be no more need for
branches to commercial banks
than for savings and loan associa¬
tions. Indeed the traditional rule
of competition in American eco¬
nomic life could really be prac¬

ticed without any fear of disaster.
In fact it could play a stabiliz¬

ing role in our Economy and also
meet the financial needs of vari¬

ous customers in a selective, yet
sympathetic way.

(5) International trade and fi¬
nance would be stimulated along
with the stabilization of the eco¬

nomic and banking system of the
United States. One need merely
mention that the volume and sta¬

bility of international trade de¬
pends upon the internal economic
stability and prosperity of nations.
Exporters and importers are tak¬

ing great chances in the face of
changing value of money. When
they estimate risks to be too large,

they curtail their business until
such a time when, they, foresee
greater stability in the value of the
money of the country concerned.
While it is desirable that all coun¬
tries possess stability of value in
their money, the stabilization of
the value of the dollar is of pri¬
mary importance inasmuch as the
dollar plays such a significant role
in international economics today.
The United States can contrib¬
ute to a more lasting ana less
costly international prosperity
(and peace) by strengthening its
own internal economy.

Bankand Insurance Stocks
By H. E. JOHNSON

This Week—Insurance Stocks

The favorable operating outlook for fire insurance companies
has been expected to result in record earnings for a large number of
concerns this year. As a result the, mid-year statements have beer*
awaited with more than the usual amount of anticipation.

Some of the first indications of actual results are revealed in the
record of operations for the first six months of the current period
of The Continental Insurance Co. and the Fidelity-Phenix Fire Insur¬
ance Co. •;

These two companies are the leading units in the America Fore
Group. As they are generally among the first to release reports, the
results provide one of the earliest indications of what might be ex¬

pected from the rest of the industry. ) f

The following operating figures are for the parent companies
only as the subsidiary figures are not available at-this time.

OPERATING RECORD FOR THE SIX MONTHS ENDED 'JUNE 30

—CONTINENTAL—
1949 1948

-FIDELITY-PHENIX-
1949 1948Underwriting—,

Premiums written $34,625,203 $31,042,301 $28,183,950 $24,939,996,
Increase in unearned

. v-':: •

premium reserve --- 3,366,371 5.220,529 2,419,725 3,644,345

$31,258,832 $25,805,771 $25,764,224-$21,295,651
13,942,662 15,676,180 11,886,297 13,008,697
13,223,634 11,233,678 10,632,672 9,039,41»

$4,092,536 --$1,104,086 $3,245,255 —$752,46©-

$3,373,45i
110,541

$2,991,725
94,567

>$2,645,191
89,949

$2,382,637
75,520

$3,262,910
7,355,447
1,824,456

$2,897,159
1,793,072
105,788

$2,555,242
5,800,497
1,365,345

$2,307,140:
1,554,67$

89,569*

$5,530,991 $1,687,284 $4,435,152 $1,465,10©

Investment—

Interest, divs. & rents
Expenses

Net invest, income.
Total operating earns.
Federal income taxes.

Net income—

The marked improvement in underwriting results for both com-,
panies this year over 1948 is evident. The statutory underwriting*
losses of last year have been converted into a substantial profit, f

; Premium volume continues to show a moderate increase but .

earned premiums have gained much faster. Although expenses have -

increased, lower losses have offset the gain with the result that prac-*;
tically the entire gain in premiums earned has been carried through,
to underwriting profits. , )>'■. :

■:i Investment income compared with a year ago also shows a good
gain, 12.6% for Continental and 10,7% for Fidelity-Phenix. This: >
reflects a larger volume of funds employed as well as some increase'
in yields on securities held. .

Federal income taxes are sharply higher for the period and re-:
suit primarily from the improved statutory underwriting position.'

In the following tabulation the above earnings figures have been:
computed on a per share basis and adjusted for a 40% equity in the
increase in the unearned premium reserve. It should be remembered\
that these figures include only the results for the parent company.

They would be improved by the inclusion of the subsidiary earnings*

V PER SHARE RESULTS SIX MONTHS ENDED JUNE 30 : ;

Underwriting profit or loss....
Equity in unearned premium reserves
Adjusted underwriting ...
Investment income
Federal income tax.. ._—

Net income —

Continental
Insurance Co.
1949

$2.05

Fidellty-Phenix >

Fire Insurance Co* .

0.67

.2.72

1.63

i- 0.91
3.44

1948

$0.55
1.05
0.50
1.45

0.05
1.90

1949

$2.16
0.65

2.81

1.70
0.91

3.60

1948 *

-$o.5»:
0.97'

0.47;
1.54
0.0©
1.95

Using these figures as a general indication of other reports to be
issued in the coming weeks, the results are likely to be very favor¬
able. Operations for the remainder of the year should, barring cata-,
strophic losses; continue on approximately the present level. This would
mean a full year of profitable underwriting for 1949 in contrast to
six months for 1948. As a result final figures should make the best

showing for any year in fire insurance history.

Joins Davies & Mejia
(Special to The Financial Chronicle)

SAN FRANCISCO, CALIF. —
Frederick N. Scatena, Jr., is now
connected with Davies & Mejia,
Russ Building, members of the
New York and San Eranciseo
Stock Exchanges.

With Hope & Co.
(Special to The financial Chronicle)
SAN DIEGO, CALIF.—Edward

R. Little has been added to the
staff of Hope & Co., San Diege
Trust & Savings Building. He
was formerly with Conrad, Bruce
& Co.
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Truman Outlines Arms Aid Plan
(Continued from page 11)

vent European recovery, Full eco¬
nomic recovery requires peaceful
conditions and the assurance that
the work of labor, industry and
agriculture will not be swept away
in an outburst of international vio¬
lence. In place of these conditions,
the Soviet Union with its violent

propaganda, its manipulation of
the conspiratorial activities of the
world Communist movement, and
its maintenance of one of the

largest peacetime armies in his¬
tory, has deliberately created an
atmosphere of fear and danger.

Soviet Threats •

In the face of what has occurred
in Greece, and in Berlin, in the
face of the threats and pressures
to which Iran and Turkey have
been exposed, in the light of the
suppression of human liberty in
countries under Communist con¬

trol, the nations of Western Eu¬
rope have not been able to ignore
the necessity of a military defense
for themselves. They have seen
what the Soviet Union has done to
nations for which it professed
friendship and with which it was
recently allied. They have ob¬
served how a Communist coup

d'etat, operating in the shadow
of the massed military might of
the Soviet Union, can overthrow,
at one stroke, the democratic lib¬
erties and the political independ¬
ence of a friendly nation.
As a consequence of that expe¬

rience, and in the light of the fact
that the two most devastating
wars in history originated in Eu¬
rope, they realize that they must
have a shield against aggression to
shelter their political institutions
and the rebirth of their own eco¬

nomic life.

The nations of Western Europe
have addressed themselves in all
seriousness to the task of provid¬
ing such a shield. In *the Treaty
of Brussels, five nations of West¬
ern Europe established joint meas¬
ures for their own defense. In

support of that treaty, they have
coordinated both their defensive

strategy and their plans to produce
necessary military supplies. ?

Those five nations, together with
Norway, Denmark and Italy, have
undertaken annual military ex¬

penditures equivalent to about
$5,500,000,000. This is the maxi¬
mum amount they are able to
spend without seriously interfer¬
ing with the civilian production
necessary for their economic re¬

covery. This amount is not, how¬
ever, enough to furnish these na¬
tions the protection they need.

Concentrating, as they are, on
restoring their economic stability,
they are unable to spare the plants
and the materials required to
bring their defense establishments
up to the necessary levels. Fur¬
thermore, there are certain items
essential for their defense which

they are not equipped to provide
for themselves. They have, there¬
fore come to us with urgent re¬

quests for assistance in providing
the necessary margin of arms and
equipment which- will make them
better able to repel aggression and
mitigate the anxieties of their
peoples.

Three Types of Assistance
Recommended

, I recommend that we supply
these

, countries with assistance of
three types: First, a limited
amount of dollar aid to enable
them to increase their own pro¬
duction of military, items without
impairing their efforts for eco¬
nomic recovery; second, the direct
transfer of certain essential items
of military equipment, and third,
the assistance of experts in the

production and use of military
equipment and the training of
personnel. Such a program will
enable these countries to acquire
the elements necessary to their

uefense without hampering their
recovery.

The . military assistance which
we propose for these countries
will be limited to that which is
necessary to help them create mo-

oile defensive forces. Our objec¬
tive is to see to it that these na-

!

Lions are equipped, in the shortest
possible time, with compact and

4

effectively trained forces capable
i of maintaining internal order and
resisting the initial phases of ex¬

ternal aggression.
At the present time, the mili-

j tary power which is the greatest
I deterrent to aggression is cen-
I tered in the United States, 3,000
miles away from Europe. It must
be - made clear that the United
States has no intention, in the
event of aggression, of allowing
the peoples of Western Europe to
be overrun before its own power
can be brought to bear. The pro¬

gram of military assistance now
proposed is a tangible assurance
of our purpose in this regard.
Outside of Western Europe we

are already engaged in a program
of military assistance to Greece
and Turkey. This program has
been in effect since May 1947.
The Communist effort in Greece,
in the form of guerrilla war sup¬
ported from abroad, has been con¬
demned by the General Assembly
of the United Nations. Our aid to

Greece has checked this attempt
to overthrow the political inde¬
pendence of a free nation. It is
important that present gains
against the guerrillas be main¬
tained and that the operations be
pressed to a successful conclusion.
Only if this in done, can the eco¬
nomic reconstruction of Greece be
accomplished.
In Turkey, our aid has lessened

the burden of military prepared¬
ness which the threatening pres¬

sure of the Soviet Union had im¬
posed on a primarily agrarian
economy. Although the Turkish
defense system has been im¬
proved, additional equipment and
maintenance parts are needed for
the modernization of certain
Turkish defense units.

We are also confronted by the
necessity of making military as¬
sistance available in other areas

of the world outside Europe.
In Iran the use of surpluses of

United States military equipment
has aided in improving the de¬
fensive effectiveness of the Iran¬
ian Army and the maintenance of
internal order. It is now necessary
to provide certain additional items
to round out this program, and
thereby to strengthen the ability
of Iran to defend its independence.

The new Republic of Korea, es¬
tablished as a result of free elec¬
tions held under the auspices of
the United Nations, is menaced by
the Communist regime in the
northern part of the country. With
the advice and assistance of the
United States, the Korean Gov¬
ernment has established a small
force to protect its internal secur¬
ity and defend itself against out¬
side aggression, short of a full
scale war. Equipment has been
requested from the United States
for minimum army and coast
guard forces. It is essential to the
survival of the Korean Republic
that this .assistance be made
available.

In addition, it is necessary to
continue our program of limited
aid to the Republic of the Philip¬
pines, which was originated under
the act of June 26, 1946.

Hemisphere Defense Included

In this hemisphere we have as¬

sumed obligations of mutual de¬
fense with the other American
republics under the Pact of Rio
de Janeiro. Our northern neigh¬
bor, Canada, is a part with us
to the North Atlantic Treaty. It
is important under the terms of
these two treaties that we should
assist Cafiada and the American

republics to establish adequate
defenses properly coordinated
with our own.

In view of our limited resources,
it is impossible for us to assist on
a grant basis all countries whose
defense is related to our own. We
can afford to bear the cost of mili¬

tary aid only with respect to
those countries vital to our na¬

tional security where the danger
is greatest and where the ability
to pay for military equipment is
least. With respect to such coun¬
tries as Canada and the American

republics, therefore, I recommend
that our assistance be limited to
the use of the facilities of our

Government to procure defense
equipment for them at their own

expense.
A1 these various requirements

for military assistance should ob¬
viously be handled in a unified
program, adaptable in its admin¬
istration to the operation of our

foreign policy. ,

The sum which will be needed
in new appropriations for the fis¬
cal year 1950 for all the grant
programs now contemplated, to¬
gether with a margin for emer¬

gencies, is approximately $1,450,-
060,000. The bulk of the supplies
to be procured under these pro¬
grams will be delivered over the
next two years. Of this total,
$50,000,000 has recently been re¬
quested for the interim continua¬
tion of our program of military
aid to Greece and Turkey under
existing authorizations. New au¬

thorization will be required for
$1,400,000,000.
The major portion of the total

is to be devoted to the needs of
the Western European nations. It
is not proposed that specific sums
be committed in advance to par¬
ticular countries. Rather, the
President should be able to make
allocations as circumstances re¬

quire. , • ] '/ () , | , _

Insists on Self-Help of Aided
Nations

The aid we provide will consti¬
tute only a minor fraction of what
these countries will spend them¬
selves. Agreements will be exe¬

cuted with the recipients, to pro¬
vide for mutual assistance and to
assure proper use of the equip¬
ment furnished. The recipient na¬
tions will be required to limit the
use of the items supplied to the
defense of agreed geographic
areas, and will not be permitted
to transfer them to other nations
without the consent of the United
States.
The President should be author¬

ized to terminate our aid at any
time. Aid will be terminated in
the event that a recipient acts in
a manner inconsistent with the
policies and purposes of the pro¬
gram or with its obligations under
the Charter of the United Nations.

The recommended program cov¬
ers the most pressing current
needs for military aid. How long
it may be necessary to continue
military aid depends on many un¬
predictable factors. Our burden
will undoubtedly lessen as our

program for peace brings its re¬
turns. Advancing economic recov¬

ery will enable the free nations to
sustain a larger share of the ex¬

pense of their own defense meas¬

ures.; Progress toward a peaceful
settlement of international differ¬
ences will reduce the threat of
violence and lighten the cost of
preparedness. Ultimately, when
the peaceful principles of the
United Nations are fully realized,
the protection of the peace may be
assigned to the security forces of
that organization.
If this program of military aid

is to succeed, we must prosecute
it promptly and vigorously. Our
policies for peace are having the
desired effects. We cannot afford
to lose the momentum we have

already gained.
One need only look back to the

situation with which we were

confronted 1xk years ago to be
convinced of the Tightness of our
course of action. At this time the
free nations of Europe were not
only exposed and defenseless, but
they were also caught in an eco¬
nomic impasse which threatened
the existence of their democratic
forms of government. Europe,
with its great storehouse of skills
and its heritage of free institu¬
tions, seemed about to disinte¬
grate and to fall, piece by piece,
under the sway of totalitarian
control.
The fact that such a disaster

has been averted should inspire
us with confidence in the ultimate

triumph of the cause of peace and
freedom not only in Europe but
elsewhere in the world.
Like the North Atlantic Treaty,

this program of military aid is
entirely defensive in character.
By strengthening the defense es¬
tablishments of the free nations,
it will increase the confidence of
the peoples of the world in a

peaceful future and protect the
growth of world recovery.

I would not suggest that this
program alone will bring present
international tensions to an end:
It will, however, preserve the ini¬
tiative which the free nations of
the world now have, and help to
create a world structure so firm

economically and militarily as to
convince any potential aggressor
nation that its own welfare lies'

in the direction of mutual toler-*

ance and peaceful foreign rela¬
tions.

Unsettled Questions in
Antitrust Law Revision

the public. But I
secondary to another question,
which is more important.
This is the questionwhether con¬

centrated industry has too great a
power—power to squeeze their
suppliers of raw materials, power
to refuse to increase production,
power to determine whether this
community shall expand and that
one shall shrivel up; power to
dominate the pace and place and
method of national development.
Power to determine whether a

small individual can get into busi¬
ness and stay in business on his
own; power to determine whether
anyone could go into any business
with a reasonable chance of sur¬

vival; or whether in certain busi¬
nesses the only career will be as
an employee of a big concern.

This, it seems to rne, is the real
issue. There are other issues, but
they .are secondary.
"

I fake1 it no one here'has any
illusion that the "owners"or stock¬
holders in the big business con¬
cerns have very much to do with
them. They can vote for a slate
of directors; and occasionally, as
a result of a revolution, they can
fire the management—though they
rarely do. Stockholders are so

split up, now, that only an expen¬
sive campaign can get them into
action. Most of them do not want
the responsibility of making any
decisions—but they want divi¬
dends. Actually, if you got all
the stockholders of General Elec¬
tric or U. S. Steel or American

Telephone & Telegraph, or du
Pont, or any other iarge concern
into a single stadium (by the way*
no stadium is large enough) and
asked them to propose a director,
no one would know how to begin.
No one would want that anyhow.
They expect the corporate man¬

agers to select directors for them,
and they expect to vote to ratify.
Probably, indeed, this is the best
that could be done in the present
circumstances. '

As a result, concentrated in¬
dustry is run by boards of direc¬
tors who are virtually self-per¬
petuating (save in a few cases)
and who are paid to do the job.
These managers are not villains,

or exploiters, or "Wall Street"
demons. In the main, they have
done a good job according to their
lights. Actually, they are a fair
cross-section of America, as high-
minded and responsible—and as
selfish, and irresponsible—as most
other people, subject to the temp¬
tations which come from power,
and subject to a certain amount of
control by public opinion. Their
difficulty is that they are respon¬
sible to no one, and that there is
no clear set of road rules to guide
them. Consequently, they push for
unlimited size, for control of mar¬
kets, and for greater power.

My impression is that the man¬

agers of these concentrations are

groping in the dark iike everyone

(Continued from page 11)
think this is longer merely money-makers.

They know that they are also re¬

sponsible for a huge, perhaps an
unduly huge, part of the American
economy. They know that, every
once in awhile, having done what
seemed natural and intelligent,
they wind up in a criminal court
for violating the antitrust laws,
sometimes because they or their
assistants are frankly guilty, some¬
times because they had no idea
that something else was expected
of them. They talk about private
enterprise—but they know in
their hearts that they are no more

private than the Secretary of Agri¬
culture. I think they are as
anxious as is the House Commit¬
tee on Judiciary to have some
clear enlightenment as to what is
expected of them. *

Risk Capital and Concentration

, / As matters now stand, we have
concentration, a necessary result
of the way capital is handled.
Here we have to get to figures.
The figures were made up for me
by Dr. Irvin Bussing, economist
for the Savings Banks Trust Com¬
pany of New York. While the
source figures are not wholly sat¬
isfactory, we can make a pretty
good estimate of where capital
came from, from 1919, the end of
World War I, to the present. *

• From 1919 to 1947, the grcss
amount of capital formed in the
United States was approximately'
$770 billion. This included public
works, plus all forms of durable
producers' goods, plus housing.
I Where did it come from? ' *r'
34%—$262 billion—came from

current business savings. These
were primarily profits and re¬

serves made in business and not
distributed as dividends or profits,
but retained for investment in the
business.

40% ($310 billion) came from ;

expansion of 1 bank credit, to¬
gether with the re-enforcement of
savings invested in loans prior
to 1919 which were paid up. This
investment had been made in cor- '

porate debts, mortgage bonds and
government bonds; some of it'
was paid off and the payments :

became available for further cap- ;

ital investment, i Most of this •

40%, however, consisted of the
increase of bank credit whicli

happened during World War II
as a part of war finances. r

! Only 26% ($198 billion) repre- <

sented current savings of individ¬
uals. This would be an average :
of $6,800,000,000 a year during the
period from 1919 to 1947; but '
averages mean little. There were

moderate savings during 1920 and
1921; fairly high from 1928 to *

1929; almost no savings in 1932
and 1933; enormous personal sav¬
ings during 1945 and 1946.
This is your total frame. On

examination it is clear that the

great bulk of this huge amount
else. They know they are no of capital, so far as it was actu-
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ally available for business invest¬
ment, went into and through cor¬
porations, chiefly large ones. This
is the break-down:

^34% ($262 billion) of savings
originated from profits accumu¬
lated and retained by business
remained in those businesses.
Tney invested this money in their
own expansion. This was addi-

.fional working capital—"equity
capital,".; if you like—for these
businesses. It was capital which
paid for the new development, for
tne new process, for the new in¬
vention, for the incre&se in size
qf factory, or what not.

/ . The 4u% ($310 billion) bank
credit and repaid past loans was
invested by commercial banks ana
institutions and by bondholders.
The commercial banks, of course,
do not invest in new or risky ad¬
ventures, and generally try not to
provide capital. That is not the
business of banks. They can and
do buy bonds—either government
bonds or bonds of large estab-

. lished corporations. Those bonds
are, perhaps, the truest "capital"
investment that banks can make.

, Almost by force of circumstances,
a bank investing in bonds will
buy bonds of a big established
corporation. Of course they can¬
not buy stocks. '

There remains 2*3% ($198 bil¬
lion) of individual savings accu¬
mulated during 29 years. These

. belong to the "individual in-
. yestors." - If capital is to be
. spread around, this is. where it
jrhust come from. 1-Yet actually
the break-down of this figure
;shows that ($198 billion being
100%):

5% went to the savings and loan
associations; - - '

. 21% went into life insurance
companies; ^ ..

•! 11% went into mutual savings
banks;

19% went into .commercial
banks and time deposits;
*

10% went into United States
savings bonds and. postal savings
v. ; 34% went into the investor'!
needed cash on hand and into in¬
stalment down payments on prop¬
erty which he was buying, espe
cially houses, automobiles, farm
tractors and so forth. Only a
small fragment of this was avail¬
able for business capital.
Taking a fair look at the fig¬

ures, it would appear that:
(1) 34% of the total financing

of the United States came from
money earned by corporations and
not distributed as dividends. This
was used almost entirely for in¬
ternal corporate financing and
expansion. Obviously, when a
business piles up earnings and
expands, it expands itself in busi¬
ness—not someone else.
: (2) About 15% of financing, or
$115 billion, probably was done
by expansion of bank credit.
Small business got some of it; but
the lion's share went to the big
established concerns.

(3) 6% ($46 billion) went into
home mortgages—not into busi¬
ness. • - - -/.•>

(4) 42% (or $323 billion) went
into Federal, State, municipal and
corporation bonds, chief ly through
commercial banks, insurance com¬

panies, savings banks and institu¬
tions. ;

. j

(5) Out of the total recorded

financing in 29 years, 1.2%, or
$9,400,000,000, was invested in
preferred stock and 2%,". or. ,$15
billion, was invested in common

stock. That was the outside
"equity" capital. And a lot of
this did not go into new business
or new concerns. Included in that
figure is the added stock issued
by concerns like American Tele¬
phone & Telegraph and the big
utility companies. , ;

* * *

Over all, then, it is clear that
corporate big business, had and
has a huge edge over everyone
else. It can and does accumulate
its own capital by withholding
earnings from its stockholders. I
do not suggest that this is bad
practice. On the contrary, it is

probably the most effective and effective as long as this situationcheapest possible way of getting continues. In lact, it is fair tocapital. probaoiy in many way a Sdy iuat axis pan oi tne piooiem
i Is er^. eL_t0»Trec^uir^n^ tnat1 is a financial and economic prob¬

lem ana not a legal one.
You cannot blame the big cor¬

porations for Uoing tnis memoa of
growing. It is ordinary common
sense, iou cannot attack them
as malefactors because.they choose
to save their money and increase
their business that way instead of
distributing their money and beg¬
ging to get it back from the se¬

curity market.
You can tell them, if you wish,

that the United States proposes to
limit size as such, and to allow no

corporation to grow beyond a cer¬
tain amount—tnougu there are

plenty of objections to this. In
the absence of such a law you can¬
not attack them merely for saving
their money. •.:/,,..

a business go to Wan Street, or
State Street, or La Salle Street,
and float issues tnrough invest¬
ment bankers, every time tney
need to add to their plant or take
on a new line. It means that the
plant managers are independent
and free of tne investment bank¬
ers and the money markets.
Tney, not the investment banning
houses,, are today the powerfu.
figures. Power tnus moves closer
to the actual job of production
and distribution, and away from
the money markets.
But this does mean that the big

concerns will go on getting big¬
ger. They can generate their own
capital. The small concern has to

go out and try to peddle its se¬

curities; or maybe cannot get
new capital at all.
Do the figures bear this outr;

I think they do.
Of the total, $323,700,000,00C

was invested in corporate enter¬
prises from 1919 through 1947
Of this, 81% ($262 billion) repre¬
sented business savings—earnings
of business not distributed but
used to expand their business.
That is to say, 81% of the cash
invested in corporate enterprises
consisted of cash earned by those
corporations and held by them.
In addition to that; business 'fi^

nanced itself by issuing - bonds
amounting to $37 billion—111/2%
of the total cash invested in cor¬

porate enterprises. They also
sold $9.4 billion of preferred stock
and $15 billion of common.
New and small businesses do not

generally sell bonds or preferred
stock in any great amount. They
cannot. Most bonds and pre¬
ferred stock are floated by big and
not small" business. Probably
about $15 billion over the 29-year
period—an average of $500 mil*
lion a year—went into the small
businesses, the highly competitive

HI

The Question of Bigness
What is the antitrust law on

this subject?
i ao not think anyone can give

a clear answer because the Su¬
preme Court itself appears to be
split on the subject. One current
of thought among the Justices
seems to think that mere bigness
may become a restraint of trade
under the Sherman law, giving
ground for a decree of dissolu¬
tion. The classic law, of course,
-was that unless a concern had
done something illegal or entered
into an illegal agreement, its mere
size did not make it unlawful;
that size alone was no sin. Some

Judges would feel, that if size
were to be made a sin, this would
have to be done by the Congress
pf the United States, and not by
new interpretation of the anti¬

trust law.
' It is clear that a current of
thought is beginning to appear
outlawing size and power as sucn
Put differently, the mere holding
of power capable of restraining
trade may in the future be held

businesses. In the aggregate, $15 illegal, even though trade has not
billion is a lot of money. But it
is a very , small amount matched
against 30 years of the whole
United States. Even that figure,
small as it is by comparison with
the whole, is probably padded be¬
cause it includes the investments
during the war years for small
war plants and so on. " ,

The conclusions are clear and
I think inescapable.
The venture capital which is the

life blood of expanding business
comes chiefly from the earnings
of established corporations which
are retained by them and rein¬
vested by them in their own busi¬
ness. The big corporation goes
on expanding on its own mo¬

mentum, its own weight and its
own earning power.
A small—very small—balance

of personal savings is left over for
new business and individual busi¬
ness after . the "individual in¬

vestor" has put some money into
the savings banks, paid up his life
insurance, bought a United States
Government bond or two, paid an
instalment on the mortgage on his
house, and put down an instal¬
ment payment on his car, his ice-
chest, or his farm machinery. The
investment market, so called, as a
source of capital has to scramble
for that limited residue.
To all intents and purposes, the

capital which expands business
must be sought chiefly from
(a) the fragment of savings re¬

maining in individual investors'
hand and available for business

investment;
(b) the large amount of cor¬

porate earnings withheld, not paid
out as dividends; . .

(c) the proceeds of bond issues
which large established corpora¬
tions can sell to big institutions
such as life insurance companies,
banks and so forth.
On the capital side this is a

nicture of big business getting
bigger. There is no way out of it.
Whatever antitrust laws may

as yet been restrained; and size
clearly can give that power. But
the courts have not quite got to
this yet; and there is some ques¬
tion whether, if this is desirable,
it should not be done by the Con¬
gress rather than through judicial
legislation.
At the moment, an intermediate

!point of view is appearing through
the operations of the Antitrust Di-

I vision of the Department of Jus¬
tice. Antitrust law is made

thfire, far more than it is in the
courts. The Antitrust Division

tightens jqp. and. tries to enforce
these ideas—or loosens up and
lets economic forces hlone. The
Attornev General of the United
States, and the Congress that
gives appropriations for the Anti¬
trust Division really determine
more than anyone else whether
and how this question is to be
tackled—because, to all intents
and purposes, antitrust prosecu¬
tions or civil suits are the only
way we do tackle them.
At the moment, the Antitrust

Division seems to be proceeding
on the conception that it will at¬
tack, for size and power, concerns
which do not more or less limit
themselves to a single industry or
field. I base this conclusion

chiefly on two proceedings now

pending—the current proceeding
against the American Telephone &
Telegraph Company, asking that
it be compelled to sell its sub¬
sidiary, the Western Electric; and
the current proceeding against the
du Pont Corporation, asking that
it be required to $ell its holdings
in General Motors and United
States Rubber. There are other
illustrations—but these are cur¬

rent. " J." V ■ ■'

American Telephone & Tele¬
graph is, and probably ought to
be, the controlling element in the
telephone field. The telephone
industry really does not permit
competition: it is in the nature of
a "natural monopoly." The De-

provide, they cannot be really, partment of 'Justice apparently

thinks so, too; at all events, never
in its nistory has there been a
suit to breaK up or dissolve the
;elephone company as such. Bui
the telephone company needs
Huge quantities of equipment; and
it organized and owns an ex-

remely large manufacturing com¬
pany, the Western Electric, which
manufactures its instruments, ap¬
paratus and so on. Naturally, it
3uys all its equipment from its
own subsidiary, the Western Elec¬
tric, thereby saving money since
any profit Western Electric makes
belongs to and comes back tc
American Telephone & Telegrapn
Company. The telephone com¬

pany thus lowers its costs, or
claims to do so; and gets the kind
of equipment it wants. The De¬
partment of Justice appears to feel
that, as a result, no individual or
other company can go into the
business of manufacturing tele¬
phone equipment: its only big
buyer is, American Telephone &
Telegraph Company, and, of
course, American Telephone &
Telegraph Company is buying
mainly from its own subsidiary.
So, says the Department of Jus¬
tice, an arrangement like that re¬
strains trade in that it makes it
impossible for any outsider to
enter the business of manufactur¬
ing telephone equipment. , Ac¬
cordingly, it asks the telephone
company be required to sell
Western Electric, and that when
it buys equipment it must permit
competitive bidding for its orders.
The conception seems to be that

they are willing to leave A. T. &
T. as a dominant concern in tele¬
phone communications; but do
not want it to expand its power
by owning its supplier.
Somewhat the same conception

seems to be behind the suit of the
United States against du Pont.
Du Pont was primarily a chem¬
ical company which has, steadily
expanded into a string of related
businesses—many of them orig¬
inally products of chemicals—as
for instance, rayon and nylon. It
makes and sells an endless num¬

ber of such products. But, in addi¬
tion, it has a stock interest, said to
be equivalent to control, in two
related giant corporations—motors
and rubber. Du Pont is far and

away the biggest stockholder in
General Motors—which is not pri¬
marily a chemical corporation.
General Motors can and does use

in the automobile manufacturing
business large amounts of goods
manufactured and supplied by
du Pont. I presume du Pont in
its business can and does use con¬

siderable amounts of equipment
manufactured by General Motors.
The government charges that as a

natural result, each corporation
finances the other in its buying,
though I do not know the facts.
So, says the government, du Pont
should be required to sell its
holdings in General Motors, partly
so that every manufacturer will
be equally able to compete for
General Motors orders and, one

supposes, every motor manufac¬
turer will have equal opportunity
to compete for the du Pont busi¬
ness. Other indications of a sim¬
ilar point of view appear in other
pending antitrust suits. r - v

Where does this get us? Ob¬
viously, it does not solve the
question of size. Du Pont, even if
it does sell its General Motors

holdings, will still be one of the
largest concerns in the world; and
so will General Motors. Each will
be the dominant element in its
own industry. Each will, if the
government's theory is accurate,
have somewhat less power over
the other and the market may be
somewhat freer. But I am frank

to say that I do not see that we
shall have reached any funda¬
mental solution:' It does not

probably make a great deal of
difference in the general run of
the country whether A. T. & T.
buys all its instruments from
Western Electric or buys part
from Western Electric, part from
General Electric and part from

RCA. You are still dividing busi¬
ness around among a relatively
few giants, though pernaps a cer¬

tain amount of smaller corpora¬
tions may occasionally get a
chance at business they would not
otherwise have. The tneory of
tne Department of Justice is in¬
telligent, and has a considerable
degree of logic behind it, and
does, so far as it goes, prevent a
concentration of concentrations—
a giant of. giants. It does not
change the situation very much;
though it may prevent a still
greater degree of concentration.

IV

Government Buying and Bigness
A third element making for

concentration is the United States
Government itself — chiefly
through defense orders. The Com¬
mittee has heard other testimony
on it, so I merely make a single
point out of a single case. .

The Army, Navy and Air Corps
under their current programs will
buy several billion dollars worth
of equipment each year. Some of
this is concentrated in particular
fields. These orders are far and

away the largest market in the
scientific instrument and electrical

supply fields and particularly in
the advanced scientific ranges. By
concentrating their buying, or by
refusing to buy, from any con¬

cern, they can make or break any
concern in the field. If, having
decided to break a concern, they
not only decline to buy but also
impose a secondary boycott—that
is, refuse to deal with anyone
who deals with the concern they
wish to break, the defense buyers
can make a trust—just as the rail¬
roads of old used to make trusts

by the rebate device.
In fact, this happens. In one

case that I know of. just this proc¬
ess appears to be going on. It is
in the electrical supply field. The
case is roughly this: before World
War II an ^arrangement appears to
have existed between General

Electric. RCA and certain other
American electrical supply giants
and an equivalent electric supply
giant in Europe, the N. V. Philips
Company. The arrangement was
that Philips would keep out of
the United States market in return
for similar concessions to Philips.
Philips has in Holland one of the
greatest electrical laboratories in
the world; it was content to license
its new discoveries to the Amer¬
ican concerns and not to compete
in manufacture; the American
concerns kept out of certain mar¬
kets. .

.

The Department of Justice con¬
sidered this a violation of the
antitrust law, and brought action
in 1941 against all of the com¬

panies, ihcluding Philips. The ob¬
ject. was to compel competition
between the American companies
and Philips. On Jan. 19, 1949, the
Federal District Court for the Dis¬
trict of New Jersey, by Judge
Forman, found that the result of
this agreement was to monopolize
the electrical supply parts field by
eliminating foreign competition;
and that any arrangement by
which Philips refrained from
manufacturing and selling here,
and merely licensed to the Amer¬
ican companies violated the anti¬
trust law.

After 1941 Philips split its op¬
erations and financed the estab¬
lishment of a group of purely
American companies formed in
the United States and operated by
American citizens. Following the
policy outlined by the Depart¬
ment of Justice they started to
compete.
But, in 1948, the American

Armed Services, speaking through
the Navy, produced a "policy" of
purchasing rothing from the
American Philips industries de¬
spite the fact that they had pur¬
chased steadily through the war,
the Navy stated as follows:
"The North American Philips

Company has an excellent record
of production and the decision not

(Continued on page 28)
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;(Continued from page 27) . ; V,

to furnish it with confidential and f any American could go into a
secret information is the result of*
a security policy and in no way
Reflected upon the company or its
officers.",
the letter being signed by Mr. M.
JE. Andrews, Assistant Secretary
of the Navy. He subsequently ex¬

plained that the "policy" was to
purchase from no company which
Isad past connections with any for¬
eign concern—the policy applying
only to American Philips.
; Meanwhile, personnel of the
Armed Services requested sup¬

pliers of the Navy not to do busi¬
ness with American Philips in any

way—suggesting that Armed Serv¬
ice business would be cut off from
anyone who entered into normal
commercial business with Philips
—business not vitally connected
with defense orders. The obvious

purpose was to eliminate or pre¬
vent American Philips from man¬

ufacturing or selling in the Amer¬
ican market. This, in fact, coolly
reverses the ruling of the Federal
Courts under the antitrust laws
and Judge Forman's square hold¬
ing that any arrangement by which
Philips did not manufacture and
sell in the United States violated
the antitrust law and tended to

monopoly.
V I note in connection with this
instance that the decision was

taken before the present Secretary
of Defense, Louis Johnson, took
Office. 1 do not wish to be under¬
stood as indicating that this was
the result of his policy, though
the policy has not as yet been
withdrawn or reversed. I do not
know whether the Armed Serv¬
ices knew anything about the an¬
titrust laws, or the antitrust pro¬
ceeding, or the decision of the
Federal Courts in United States v.
General Electric, International
General Electric, Inc., Westing-
house Electric and Manufacturing
Company and others, and N. V.
Vfiilips Company decided in the
District Court for the District of
New Jersey Jan. 19, 1949. The
point is that whether they knew
it or not the Armed Services used
all the power they had in a way
which flatly and squarely reversed
the decision of the Courts, which
criticized Philips for . being "will¬
ing to prevent any birth or re¬
birth of its trade here." Philips
promptly complied in an endeavor
to reestablish the trade. The
.Armed Services have been doing
their best to block it—for reasons
unstated, though the defense serv¬
ices has stated that the American
.Philips companies and the Ameri¬

can citizens who run it, could be
justly proud of their war record.
The Department of National De¬

fense until recently maintained a

list of companies blackballed for
any Armed Services business. We
have been told that this has now

beer, transformed into a "white
list"—a list of companies which
the Armed Services will favor
with orders.

It is obvious that the manipu-
latibn of such a list in certain
fields can create monopolies and
restrain trade at will by an en¬
tirely secret process. Especially in

. the sensitive and growing fields
of chemicals, electronics, com¬
munication equipment, and the
like, ycu have here a force in the
government itself entirely unre^-
strained by antitrust laws and cap¬
able of, very likely without intent
of the officials involved, nulli¬
fying these laws.

What Do WeWant?

Well, this brings us squarely to
the question of what we want.

Sentimentally, the United States
would like a country of small and
moderate-sized business, with
competition to keep prices down,

business with a fair ; chance of
success. Actually, in great areas
of its economy, that has not been
true for more than a generation;
but it still remains the Jeffer-
sonian dream.

But, on the other hand, the
American seems to want an almost
unlimited amount of goods of
standard quality^ at ihe lowest ob¬
tainable -price,- capable of being
bought • anywhere,--£and every¬
where, at any tifrie. * He wants to
be able to get his standard'brand
of cigarettes on any street -corner
to be able to get a moderate priced
car at any time and get spare
parts for it anywhere. He wants
to be able to buy gasoline of
standard quality every five miles;
to buy a standard quality ice-
chest for his house with ,a serv¬

iceman handy; to see his favorite
moving picture star at a neigh¬
borhood theatre once a week, and
so on. -

But everyone of these desires
means big business in some form
or another. If Americans v/ant a

million Ford cars a year, at a
moderate price, the technical peo¬
ple tell us, they must necessarily
also want a huge Ford or General
Motors plant, flanked by a still
huger organization for servicing
ana repair parts. If he wants a 100
million tons of steel a year at a

moderate price, he wants neces¬

sarily big steel plants capable of
turning this out at a relatively
low price. If he wants chain store
service—big business is against
the old corner grocery store—
then he wants a chain store, too.
Whatever his dreams of the past,
when it comes to buying, the
American seems to want a prod¬
uct ana the service which can only
be supplied by a huge unit. Hemay
want an era of small business with
one part of his brain; but if he
had to choose between an era of
small business in moderate price
car manufacture which will cost
him $200 more for his car, he
would rather have the big busi¬
ness—and the cheaper product.

So, says the technician, once you
talk of size, and limiting size, once
you begin complaining about con¬
centration of industry, you are
up against an irreducible fact. You
must not limit size, or limit con¬

centration, or limit the ability to
get capital, below an efficiency
point. Your limit of size must be
the size at which you get the max¬
imum efficient production and
service and the lowest cost.

Then ask the technician whether
he can tell you what that size
point is in, any given industry.
Some technicians may claim to an¬

swer that; but of the many to
whom I have talked they all give
a single answer: "We do not know.
We know that there is an 'opti¬
mum,' or most efficient size, in an
automobile plant or a steel plant,
or an electrical equipment plant
and we can make a respectable
guess as to what that size is. But
that is engineering and not busi¬
ness. Frequently the most effi¬
cient producing plant is not the
most efficient from the point of
view of business: it may not be
big enough to accumulate its own

capital (along the lines we have
seen a little earlier) and because
it has to go, hat in hand, to the
local investment bankers, it may
have to spend more on getting its
working capital than it can save
on plant production. Maybe the
most efficient size of plant tech¬
nically is still not big enough to
buy raw material advantageously;
ten such plants located around the
country and working, togethermay
be able to buy copper or raw

sugar or steel or what not at a

cheaper price than any one of the
and freedom of enterprise so that I ten could do alone. In that case,

your 'optimum' size would be
based, not merely on the optimum
size of the factory, but on some
concentration of ten or fifteen
factories under a single owner,
and so on.

"Finally," says the technician,
"if I were able to tell you now,
that is, today, the optimum size of
i business unit, taking everything
into account, it might change six
months from now when somebody
invents a new machine or brings
out a new technical process. Par¬
ticularly in the last ten years pro¬
duction methods have been revo¬

lutionized in almost every line.
Or. perhaps a change in freight
rates cr transportation; or some
such thing, will make a different
concentration logical. Business, in
general, and especially in the
United States, does not stand still.
The biggest concentration in the
silk industry has been virtually
washed out by nylon in the past
five years; and for all we know,
nylon may be replaced by some¬

thing quite different five years
from today. Do you dare," says
the technician, "to try to set an
arbitrary limit on size and con¬
centration when you don't know
the optimum points now and, if
you did, the engineers, investors
and scientists would make them
obsolete in a very short time?"
With all this businessmen, espe¬

cially the corporate manager, im¬
mediately agree. They are right in
agreeing. •

But at this point you and I ven¬
ture a suggestion. We say, "Sup¬
pose. when a particular degree of
concentration is reached in any

industry, instead of trying to
break it up, we push the concen¬
trated unit into a new classifica¬
tion." We say, "Yes, we have long
agreed that you do not have com¬

petitive small scale industry in
electric utilities and railroads, and
telephones, and so forth. Small
scale industry does not give the
service. We accept concentration
—even monopoly—4n these fields.
But once you have it, we say that
the industry is affected with a

'public interest' and subject to
regulation in that interest. That
has been the American way of
dealing with these situations. Are
you prepared to recognize that
when concentration gets to the
point which has been reached in
many of the great industries, such
as steel, electrical supply, chemi¬
cals, motor cars and so on, tha<
the same considerations apply to
these huge and necessary units as
those which apply to electric light
companies, the railroads and the
telephone? If, in fact, the Amer¬
ican public wants and apparently
needs the services in many lines
of great concentrated units, can
you not permit the Federal Trade
Commission, or some equally well
set-up body, after due hearing and
finding to declare that these con¬

cerns are in the nature of public
utilities and that the public has an

interest in their prices, their prof¬
its, their methods of business, their
capital expansion, and so on? If
the situation is reasonably satis¬
factory, and- moving along— if
there is competition in the field
sufficient to keep prices moder¬
ate, and if there is entry for a
small group which can manufac¬
ture and sell with equal efficiency
—then your regulation need be no
more than keeping abreast of the
facts. But if, in point of fact, the
concentrate, or more often the
four or five concentrates in the

field, keep production low or there
is a shortage, keep prices up

beyond reason, accumulate capital
hot for the purpose of the business
service they render but merely to
pile up money for another dive
into a different field, then some

thing can and should be done

about it. That is at least one way
of dealing with the.matter. In my

judgment, it would be preferable
to the European method, which
lias been to have the state take

over, own and operate these con-

; centrales, thereby creating an out-
and-out socialized state." - v

■ VI V. -V' ■

Conclusions

In taking a fresh look at the
antitrust laws, I suggest examina¬
tion be maae of certain prin¬
ciples. If agreement can be had
on them, the precise measures are

more easily arrived at. ; ,

(1) There is a top limit of mag¬
nitude beyond which mere size
becomes dangerous in and of it¬
self.

(2) Except in the public utility
and transportation fields, there is
a top limit of concentration be¬
yond which further concentration
is dangerous. There should be a

top percentage of the industry be¬
yond which no one corporate
group should go.
(3) Where a high degree of

concentration is permitted, or is
inevitable, rules of the roaa
should be laid down as in the pub¬
lic utility industry. This merely
recognizes the responsibility wriich
first-rate business executives

acknowledge now. - - .]
(4) The United States Govern¬

ment should not be permitted it¬
self to discriminate against, or in
favor of, any business except on
cause shown for valid reasons.

y None of these principles are
ideal. But the alternative is to
leave the antitrust laws as they
are, winch, in practice, is that
legislation is made by the Su¬
preme Court of the United States.
Certainly the antitrust laws as

they are applied today have little
resemblance to the antitrust laws
as they were applied 40 years

ago—and perhaps ought not to
have. But it is hardly fair to
businessmen to keep them guess¬

ing as to what the Courts will
think is reasonable trade regula¬
tions later on. •

If some such principles were

agreed on—and I put them for¬
ward only tentatively—then the
Congress has various alternatives.
(1) They can maintain the

present laws as they now are—

leaving the Courts to legislate on

the subject of allowable size, al¬
lowable concentration, allowable
bower and so for+h.

(2) Or they can provide the
Federal Trade Commission with:
power to inquire, as circumstances
call for, whether the size or de¬
gree of concentration in any in-
austry restrains trade, prevents'
competition, or results in unduly
high prices, profits and exploita- •
lion. That power might include
the power to set a top limit on*
size, or a top limit on the per¬
centage of any industry permitted
to any one concern, leaving it
open to the government to call for
dissolution if size or concentration
runs beyond these limits.
(3) Or, .after-a finding of the

Trade..Commission;/it:might^i>er-
mit/ytbae.y in
utilityyl^ppn£iS^
tions onjccra^nies-whidi elected
to go beyondjaiaitichiar size. t

(4) Tn^anyyease,- the existing
measim0»riinlstri>e continued, and
perhaps amplified,ytb^ssure that'
if the caphafe-market ds-unable to
provide credit and equity capital
for smaller business; government
banking mechanism if available
for that purpose. The Recon¬
struction Finance Corporation has
done some part of it; a great deal
of it was done during the war.

(5) Study should be made of
measures giving some tax advan¬
tage to risk capital in smaller
enterprises so that large enter¬
prises shall not be overwhelmingly
proprietors of risk capital through
withholding dividends.
It need hardly be pointed out

that this is a most tentative and

preliminary approach to a huge
subject. The objective should be
the greatest degree of freedom of
action for business up to the point
at which, through size and con¬
centration, it becomes an essential
part of the State, albeit in¬
formally. Beyond that size, con¬
centration and importance, we

have only two alternatives: regu¬
lation or socialized ownership.
The American >habit has never

favored socialized ownership. The
real choice thus remains keeping

size and concentration within
bounds—or regulating those units
in which it appears to be ines¬

capable.

Fourth Round of Wage
Increases Not Justified

(Continued from first page)
for higher wages, with industry
reducing prices at the same time.
But experience warns against

this. We have had three rounds
of wage increases in the past three
years, all at considerable cost to

wage-earners and to the country
because of lost time and curtailed
production. The country was as¬
sured that each was possible with¬
out price increases. But what
happened? Prices did increase,
following every wage increase, so
that the higher wage benefits
were soon nullified. Nothing ap¬

pears in the picture today which
justifies Mr. Nathan's theory that
it will be different this time. Es¬

pecially so, since today we face
the added handicaps of business
falling off, prices going down,
and profits tumbling.
Prosperity; cannot be coaxed

back by forcing higher wages, and
it seems a very poor time to put
such an added strain on Ameri¬
can industry.
No longer are we in a seller's

market when the buyer was will¬
ing to pay a high price, because
goods were scarce. Now supply
has largely caught up with de¬
mand. We are in a buyer's mar¬
ket, and we are experiencing for
the first time in many years a

general lowering of prices.
Newspapers carry ads of cuts

in prices. Stores throughout the
country have been running sales
at sharp reductions. This is a

are now getting down to what
peoole are willing to pay.

Working people are beginning
to realize the simple fact that it
is not the number of dollars in
their pay envelope that counts
most, but what can be bought for
those dollars. In fact, stabilizing
the lowered prices will mean
more to them than raises in wages
that are bound to unsettle the

price structure, and start prices
going up again. ;;
Svfik price decreases benefit all

of thf 150 million people of this
country, whereas at best a fourth
round of wage demands might se¬
cure higher wages for only limited
numbers of p»rkers. More likely
it might increase unemployment
and close up many plants which
simply could not afford to pay
those higher wages and keep op¬
erating. V-" ;.,v ...

I believe a sound solution of
our present economic situation is
for wages to be held steady, and
for labor to refrain from further
demands at this time, while price
reductions should be made by
manufacturers, wholesalers, and
retailers, as rapidly as possible.
Higher wages for a few and

higher prices for the rest is not
the answer. . V:

( .,

Defects of Nathan's Report

A careful analysis of Mr. Na-*'
than's recommendations shows

that he actually is not offering a

very wholesome thing, for prices plan for increasing purchasing
'

'•< f ;V - . •• u
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power, but only taking purchas¬
ing power away from those who
will not get wage increases and
from those who are paid out of
the profits of a business, namely
stockholders and investors of all
types. No economist can for one

minute claim that the money

spent by investors from dividends
received is not just as good in
purchasing power as the money of
industrial workers.

The fact is that the only way
in which purchasing power can be
increased is through greater indi¬
vidual productivity of manage¬
ment and labor and through im¬
provements in machinery and
methods. That really creates more
purchasing power.
Mr. Nathan does not attempt to

say that all companies should
grant wage increases, but that
only such companies that are

making good profits should be
asked for wage increases. Theo¬
retically this sounds fair, but it is
practically impossible to . carry
out. Take any town in the United
States, for example, in which a
steel mill is located, making a

profit which by Mr. Nathan's
standard justifies a substantial
wage increase.
What happens to other com¬

panies in the same town who are
not making a good profit and may

actually be operating at a loss?
How could they hold their work¬
ers? There would be much dis¬
content among workers in that
community being paid widely
varying rates.
Take the case of the company

which is not making a profit and
cannot possibly pay its workers a

higher wage. If it refuses, it may
face strikes; if it tries to pay

higher wages, that may put the
company right out of business.

* It is easy to say, "Let those
companies which can afford
raises, make them," but it is not
that simple. Our business struc¬
ture today is so closely knit that
what one company does vitally
affects others. One sets the stand¬

ard, others follow. :
Again, what happens to com¬

panies which may have been
making a large profit if those
profits suddenly disappear? It is
a well-known fact of economics
that profits are the most volatile
share of our national income.

Some industries may be oper¬

ating at a fine profit when they
are working 100%. of their capac¬
ity, yet operating at 75% of their
capacity they may make no profit
at all. That is happening all over
the country today.

Profits Have Fallen

The President's economic ad¬

visors, in their July, 1949, re¬
port show- that, since the third
quarter of 1948 through the sec¬
ond quarter of 1949, in those
nine months profits have fallen
44.6%; and they are still on the
way down. So the company which
last quarter might have shown
profits by which Mr. Nathan jus¬
tifies a wage increase, may be
making no profits next quarter.
What then? Should the wage in¬
crease be taken away? '
v It is apparent that basing wages
on- profits is entirely unsound
and would drastically increase our
national instability, because prof¬
its is what is left after all bills
are paid, and they go up and
down drastically. The wage rates,
however, are not Subject to such
fluctuations, and once wages are
raised only a severe depression is
apt to bring them down. That is
something none of us wants to
see happen.
Mr. Nathan complains that

prices have not come down very
much. I believe they have come
down a great deal more than
latest Government figures indi¬
cate. What is more important,
however, is that when the price
trend turns it continues in the
new direction for a long time. It
is true that it takes a considerable

and retailers are apt to make some
reductions in their margins in an¬

ticipation of replacing their stocks
at lower costs, but the real price
reductions come after they have
the lower priced goods on their
shelves. That takes several
months. v ■ >

It is unreasonable to expect that
the upward spiral of prices dur¬
ing the past several years shall
have been offset by price de¬
creases in this short a period. If
wages are maintained at a stable
level their real value will increase
in a falling market as they have
always done before. While prices
were going up, wages had a hard
job to keep up with them.'1 While
prices are falling, wages are not
taking corresponding redactions,
and purchasing power thus is in¬
creasing.
In this period of readjustment,

I would like to propose a program
for business, labor, and govern¬
ment for the immediate future as

follows:

Proposed Program for Business

(1) Reduce prices as rapidly as

possible to reflect reduced cost
in materials and increased effici¬

ency of labor and machinery.
Lower prices stimulate buying, il
made sufficiently attractive.

(2) Increase sales and advertis¬
ing efforts in order to stimulate
more business and greater em¬

ployment. The seller's market is
gone. Vigorous competition is the
order of the day and is good for
all of us.

(3) Bring out new products
that may have been developed to
stimulate public interest. People
like to buy new things. Slow pe¬
riods have proven effective pe¬
riods for launching useful new
products. \

(4) Retain good relations with
workers and with unions; This is
no time for misunderstandings or
for taking advantage of a tem¬
porary recession. Good manage¬
ment-labor relations are built on

a long time basis, without either
side taking advantage of a tem¬
porary situation. 4.

Proposed Program for Labor

(1) Forego demands for in¬
creased wages at this time. Permit
the economy to be stabilized so
that public confidence may return
to the market. Recognize that
lower prices of all consumer goods
are already giving labor greater
purchasing power at a more rapid
rate and with greater assurance
than could be obtained from a

demand for higher wages. Such
demands if not granted may lead
to strikes. If granted they may

put many companies out of the
market and result in lay-offs and
less employment.

(2) Assist management in every
reasonable way to bring down
costs through greater efficiency
of operation. There is plenty of
latitude here without hurting any¬

body. A greater respect for one's
job, putting in steadier productive
effort, will increase the produc¬
tion and decrease the cost. For

example, if everyone should pro¬
duce 20% more, beginning tomor¬
row, prices would soon fall about
20%. On the other hand, if wages
were increased 20% tomorrow,
without any increase in effi¬
ciency, prices would increase just
about that much.

(3) Recognize the simple fact
that the greatest security for the
worker is a steady job at good
wages. Any interruption of em¬

ployment interferes with this se¬
curity. Steady wages the year-
round at a reasonable level are

far better for American workers
than part time higher wages which
might result in irregular employ¬
ment.

We all know that the most pros¬

perous countries in the world are
the industrial countries. This na¬

tion will be the most prosperous

as long as it permits a highly

able jobs for workers and ade¬
quate taxes for government.

Proposed Program for
Government

(1) Permit an orderly readjust¬
ment of the economic situation
and recovery from the distortions
of the war and postwar period.
Recognize that there is a leveling
off to a more balanced peacetime
economy with narrow margins of
profits as the order of the day,
with prices to go lower for prob¬
ably several years. Permit the
market to operate competitively
in this adjustment. Millions of
people will better determine what
are the right prices for goods than

any government agency or group
of experts can do.
(2) The Government, too, must

exercise economy and increase its
efficiency. This should result in
lower operating costs • without
damage to the country, but with a

hopeful-prospect of lower taxes.
The entire tax structure should
be restudied with a view to stim¬

ulating incentives for business
growth. The present, tax struc¬
ture is actually retarding busi¬
ness expansion and creation of
new business.

Nothing would increase public
confidence more than to take
these simple constructive steps at
this time. - -

The Impartial Chairman and
Labor Difficulties

(Continued from page 13)

period of time for the lower costs
of material and increased produc- .

tive efficiency at the factory to prosperous industry. Out of the
reach the consumer. Wholesalers i profitable industries come profit-

work bench. Thus, he finds him¬
self dealing more in the realm of
the spiritual than the physical
during bargaining and in his han¬
dling of the people who make up
the rank and file. Hoxie recog¬
nized the force of these divisive
elements long ago, and cited them
as causes of cleavage between la¬
bor leader and rank and file.4

Thus, mutual acceptance of an
mpartial chairman's decision must
involve acceptability to manage¬
ment and the labor leader. How¬

ever, the decision may not be
acceptable to the rank and file
membership of the union. This
observation is not made in the

spirit of criticism. It is simply an
observation of something which is
probably natural, for the rank and
file cannot, as a general rule,
have sufficient knowledge ^ re¬
alize what it may be possible for
industry to yield. . ; '

Recognition of the above gives
further insight into the political
usefulness of the* impartial chair¬
manship to the labor leader, in
the latter's relationship with the
rank and file membership which,
in political parlance, constitute
his electorate. A union leader
sometimes finds himself con¬

vinced of the wisdom of accept¬
ing a settlement which will be
unpopular with the rank and file
membership. Let us construct a

hypothetical case, involving a

wage issue. • <

Assume an industry in which
labor costs is a large element
in total cost. Any upward wage

adjustments in such an industry
must be reflected in price. Sup¬
pose further that there have been
large wage adjustments in other
industries, which have received
great publicity. The other indus¬
tries have dissimilar cost and mar¬
ket conditions. Yet the workers in
our illustrative industry are not
aware of these differences, or of
their meaning with regard to the
desire for wage adjustments,
which will match or approach
those publicizedv in the press.

Therefore, they demand a wage
increase similar to those that have
been publicized. The union lead¬
er must hear the voices of his

"electorate." However, he is aware
of the sharp differences between
his own situation and that of the
union leaders who have success¬

fully pressed for sizable wage

adjustments in their industries.
He realizes that prices in his in¬
dustry are extremely sensitive to
labor cost variations. Thus, he
envisages • the wage demands of
his rank and file members "pric¬
ing the product out of its mar¬
ket." ■

If he permits this to occur,
he knows that there will be un¬

employment in the industry. This
will weaken the union. Collect¬
ing dues I becomes a problem.
Union income drops. A welfare

problem arises in helping the
works who are unemployed.

4 Robert Hoxie, "Trade Unionism in
the United States," second edition, D.
Anoleton and Co., N. Y., 1928, pp. 177-
187.

.Finally, the desire for employ¬
ment may cause a growing num¬
ber . of the unemployed union
members to abandon the union
and seek work with an employer
in a non-union shop,vThus, an

unreasonably large wage increase
may carry within itself a potent
threat to the existence of the
union. . . : r;'■V;_>-.j;
This situation poses a dilemma

for the union leader. If he in¬
sists on the wage demands of the
rank aqd file membership of the
union, he will be popular and
safe in his position. But eventu¬
ally the union will be under¬
mined. The result will be that
his popularity and support among
the membership will be weakened
and his position threatened. Or,
the union may not be strong
enough to stand a knockdown
struggle, and the union leader
may be certain in his own mind
that the demands of the rank and
file membership will mean just
such a struggle. If, he cautiohs
the workers not to press for their
wage demands, the opinion may
grow that he is in league with
the employers. Should that hap¬
pen he may find the support of
his "electorate" withdrawn, and
some rival leader competing for
his office. He knows there are

always potential aspirants for
his position, who will foment this
sort of talk. As a professional
labor leader, he has a vested in¬
terest in his office which he will
do most anything to maintain.
Plainly, he would like to resolve
this dilemma by settling for a
modest wage adjustment which
would not involve the long range
threat to the union, while at the
same time avoiding the displeas¬
ure of the rank and file member¬
ship. How can he do this? One
answer is provided by the impar¬
tial chairmanship system, . '

The Impartial System ; j
- The union leader contacts a key
employer and arranges an off-the-
record meeting. The discussion at
such a meeting is frank, and its
result is an agreement as to the
form of the final settlement. The

problem is, to arrange some
method by which the union leader
can publicly argue for his mem¬
bers' full demands while being
sure that they will not be met.
An arbitration proceeding before
the impartial chairman is an ideal
forum for such a purpose, so long
as the impartial chairman under¬
stands the settlement which has
been agreed upon already, and
is willing to issue it as his award
or decision. The union leader
can take care of this in a diplo¬
matic way during a conversation
with the chairman. One will
wonder, of course, about the ethics
of the impartial chairman. From
his practical standpoint, a suc¬
cessful arbitration is one which is
mutually acceptable to the union
leader and management. A pre¬

arranged decision guarantees such
satisfaction. The impartial chair¬
man feels that he is rendering a

public service in contributing to

a peaceful settlement where one

might not he possible on any other
basis.

It is net difficult to see why
the employers involved would be
pleased as such an arrangement-
First, they are achieving a settle¬
ment which they consider reason¬
able. Without the arbitration pro¬
ceeding, the union leader would
have to lead his members in a

militant campaign for their de¬
mands. The consequence to the
employers would be an expensive
struggle. Also they are assured
that they are not entering into
hearing before the impartial chair¬
man blindly, without knowing
what the final award might be.
I do not say that our hypotheti¬

cal case represents a frequent oc¬
currence. However, it does help
focus attention upon the implicar
tions of the criterion of mutual
acceptability. It is presented for
that purpose.

; (3) Mediation. Successfully
grievance arbitration does involve
mediation, and it seems folly to
pretend otherwise. Thus, iii an
article two years ago, which de¬
scribed the successful 10-year ten¬
ure of Mr. Herman Brickman, as
impartial chairman of the laundry
industry of greater New York, this
author" said: 5 . : y \
"Mr. Brickman, though possess¬

ing the legal authority of an ar¬
bitrator, conceives of himself as a
mediator, and this conception has
colored his procedures, hearings,
and decisions. . . . In each dispute
his effort is directed toward rec¬

onciling the disputants, and the
robes of a judge are assumed only
when mediation has failed. The
basic point is that our example
illustrates that an impartial arbir
trator should act the judge only
as a last resort, making every ef¬
fort first to achieve an amicable
settlement directly between the
contestants." > \

■ Mediation is important in 'any
area of human conflict. Conse¬
quently, we are net to be surf

| prised that judges, in American
courts, make attempts at'.mediat¬
ing between disputants. And labor
relations are human relations, as

I Selekman has observed. Thus, 1
j concur completely in the stated
ment that 6". . . there have been
too many befuddled attempts by
arbitrators to reason mediation
out of grievance arbitration."
The impartial chairman system

has achieved a great deal in the
direction of industrial harmony.
Its past worth is a sound basis for
the plea that it be extended in the
future. However, let us not forget
that it implies mediation, mutu¬
ally acceptable agreements (un¬
derstanding what that may mean),
and an impartiality consistent
with union democracy and civil
liberties. - -

5 A. L. Gitlow, "How to Live with
Union#,". Cleaning and Laundry World,
May 1947, p. 36. » f , s

6 George Y. Taylor, op. cit., p. 2.

FIC Banks Place Debs.
A successful offering of an is¬

sue of debentures of the Federal
Intermediate Credit Banks was

made July 21 by M. G. Newcomb,
New York fiscal agent for the
banks. The financing consisted of
$65,405,000 1.35% consol. deben¬
tures dated Aug. 1, 1949 due May
1, 1950. The issue was placed at
par. Of the proceeds $56,280,000
will be used to retire a like

amount of debentures maturing

Aug. 1 and $9,125,000 is "new
money." As of the close of busi¬
ness Aug. 1, 1949, the total amount
of debentures outstanding will be

$631,305,000.
, ——aa— —

King Merritt Co. Adds
(Special to The Financial Chronicle)

ST. LOUIS, MO.—Harris 1 B.
Rossen-is with King Merritt &

Co., Inc., 408 Olive Street. . _
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Tomorrow's

Markets

Walter Whyte
Says—
= By WALTER WHYTE=
Market now entering crit¬

ical stage. Further strength
in negative groups can bring
about a major rally.

The past few columns were
written from out of New York
but now that I'm back at my
desk I see the picture hasn't
changed where the market is
concerned. The averages have
moved up nicely and the gen¬
eral feeling is that everything
will be okay.

* * *

Readers, however, can't
trade in averages, and in ret¬
rospect I still would hesitate
to recommend buying in spite
of the subsequent rally.

When I sat down to pound
this out I intended to go into
technical details about stock
behaviorism in general and
this market in particular.
What with the humidity
pressing down and a feeling
of regret that I even bothered
to come back to the city, I de¬
cided to give technical anal¬
yses the go-by. /• |

Watching the tape in con¬
centrated fashion yesterday
and today, I recognized what
I thought to be signs of more
up rather than down. None of
this, however, was of imme¬
diate import. Its significance
was long range in character.'
The stocks most affected seem

to be the steels, electrical
equipments, rubbers and farm
equipments. It is significant
that these groups went to new
lows on the mid-June break.

v i ?•'

... I stress these groups delib¬
erately because I consider im¬
provement in negative stocks
more important than a con-1
tinuation of. strength in so-
called positive stocks. The
latter can be seen by every¬
body. Action by the former
usually escapes attention un¬
til the move is on its last legs.

\r. * * *

What happens in the next
few weeks should point the1

Pacific Coast

Securities

Orders Executed on ,

Pacific Coast Exchanges

Schwabacher & Co.
Memb°r$

New York Stock Exchange
New York Curb Exchange (Associate)

8on Francisco Stock Exchange
Chtcago Board of Tradt

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

Private Wires to Principal Offices
Sao Francisco—Santa Barbara
Monterey—Oakland—Sacramento

Fresno—Santa Rosa

way for what may be the re¬
mainder of the year. Market
is still full of "ifs." One of
these is what will happen if
stocks now go into a one-third
downward correction. The

other is what will happen if
there is no such correction

and the market starts up after
only a minor hesitation.

'

y..

There is still another possi¬
bility; a market which fluctu¬
ates between a negative and
a positive. In such a market,
it is possible to trade profit¬
ably because there are always
stocks that behave better than
the averages. So far these
stocks seem to be limited to

the steels, rubbers, farm
equipments and other so-
called negative groups.

* * * :;;y

Each week I've been indi¬

cating that perhaps the fol¬
lowing week we'll have some¬

thing to sink our teeth into.
I'd like to be more positive
but I can't force the market
to speak or even to whisper.
I just have to wait until the
right signs appear.

—Walter Whyte.
More next Thursday.
[The views expressed in this

article do not necessarily at any
ime coincide with those of the
Chronicle. They are presented as
those of the author only.]

Halsey Stuart Offers
Columbia Gas Debs.
Halsey Stuart & Co. InC; headed

an underwriting group that of-
.ered publicity, July 27, $13,000,-
300 Columbia Gas System, Inc.
3% debentures due August, 1974
at 101%% and accrued interest.
The group was awarded the de¬
bentures at competitive sale on

ts bid of 100.63991.
Net proceeds from the sale of

new debentures will be added to
the general funds of the corpo¬
ration as were net proceeds of
approximately $11,700,000 realized
from the sale of 1,223,000 shares
af its common stock in October,
1948, $19,905,000 from the sale of
its 3% debentures due 1974 in
March, 1949 and $9,955,000 from
the sale of 1,040,302 shares of its
common stock in June, 1949. After
the sale of the new debentures it
is anticipated that such general
funds will be adequate for the
1949 construction program of the
System. Such program will in¬
volve net expenditures presently
estimated at $61,958,000.
Regular redemption prices for

the new debentures are scaled
from 104.90% during the 12
months commencing Aug. 1, 1949
to 100% on or after, August 1,
1973. Sinking fund redemption
prices range from 101.10% during
the 12 months commencing Aug.
1, 1953 to 100% on or after Aug.
1, 1973.
The Columbia Gas System, Inc.

is a public utility holding com¬
pany. Its operations are con¬

ducted through subsidiary compa¬
nies. These companies or their
predecessors have generally been
engaged in the gas utility busi¬
ness and related businesses for
more than 40 years. The System
distributes and sells natural gas
in 1,214 communities to approxi¬
mately 1,030,000 residential, com¬
mercial and industrial customers.
Gas is also sold at wholesale to
other public utilities, which, in
turn, sell it to their residential,
commercial, and industrial cus¬
tomers numbering approximately
800,000. The population of the to¬
tal area thus served by the Sys¬
tem is approximately 7,000,000.

Observations
(Continued from page 5)

investor a fairly clear indication of what dividend he could
expect on his common stock investment.

Nowadays, there is an increasing tendency to pay regulars
and extras in an irregular pattern and this is further confused
by dividend declarations in a succeeding year out of a previous
year's earnings, so that the pattern of dividends paid or declared
in a given calendar or fiscal year has become a Chinese puzzle.
All of this, I think, has contributed to a feeling of insecurity
concerning the dividend policies of management on common

stocks. It is understandable, of course, that management and
directors want to play safe and are desirous of knowing just how
the impact of changing taxes, costs and capital expenditures
might affect the distribution of profits, but it seems to me they
have gone to the other extreme. Very frequently, it is difficult
for an adviser in a security business to indicate to an investor
what the dividend of a particular company is supposed to be.
Some of the difficulties in interpreting dividends can be seen

from the appended list of high-yielding equities.

* Stocks Yielding 10% or More
There has been considerable interest in the high yields obtain¬

able on common stocks. At this stage of business adjustment it is
impossible to attempt to forecast future dividend rates. Nevertheless,
it is interesting to draw up a broad list of equities which are paying
10% or more, based upon the total 1948 declarations, or, in a few
instances, on the latest current rate. The list is not selective. In the
course of the year there will be many casualties in dividend pay¬
ments. This list, however, does furnish a comparative background
and a source from which equities currently providing a high yield
may be selected. .t. .

I. Consumer Goods or Relatively Stable Industries

Regular
Baking—

Continental Baking $1.00
General Baking 0.60
Ward Baking 0.80
Finance—

Pacific Finance
Foods-

Allied Mills
Best Foods

California Packing
Libby, McNeil
Wilson & Co. 1
Gold—

Natomas Co

Liquor—
National Distillers

Merchandising—
Alden's, Inc 1.50
Allied Stores 3.00
Associated Dry Goods 1.60
Bond Stores 2.00
Interstate Dept. Stores
Lane Bryant— . .

Marshall Field

McLellan Stores —

National Dept. Stores
Motion Pictures—

Paramount
Shoes—

^lorsheim A

General Shoe

Miscellaneous—
Gillette Safety Razor 2.50

♦•Final for fiscal year.

1.55

2.00

1.50

2.50
0.50

1.00

1.00

2.00

2.00

1.00
2.00

1.00

1.00

2.00

1.00

2.50

-1948—

Extra

$0.50
0.40

1.05

0.20

1.00
1.25

0.50

0.25
1.00

Total

$1.50

1.00

1.85

Recent

Price

13%

10%

12%

1.75 19

3.00
2.75
3.00

0.75

2.00

1.00

25'/2
27%
31 %
7

9%

Yield

10.9%
9.9
14.9

9.2

11.8

10.1

9.6

10.7

20.3

Current Extras

Regular to
Rate Date

$1.00

0.60

1.00

9% 10.3

2.00 17% 11,2-

1.00

0.50

0.30

0.75

1.50
3.00

1.60
2.00
2.00
1.00

2.00
2.00

1.50

14

28%
13%
17%
;i9%
10

21

20

15

10.7-
10.4

11.6

11.6

10.2

10.0
9.5

10.0

10.0

2.00 19% 10.1

1.30
2.50

13

25%

3.25 26

10.0

9.9

12.5

1.60

2.00

2.00

2.50

0.50
1.00

1.00

2.00

1.50
3.00

1.60

2.00

2.00

1.00

2.00

1.50
1.00

2.00

1.00

2.50

2.50

$0.25

0.50

0.375

'*0.50

The first problem in drawing up the dividend column was
whether to take the dividends paid in the calendar year or de¬
clared in the calendar year. The next problem was to distin-.
guish between the regular and the extra portion of the sum that
frequently varied quarterly or semi-annually. This confusion of
irregular dividend patterns and extra dividends is unfortunate.
Not so many years ago, the average investor and certainly the
professional could state offhand the dividend rate of any number
of securities. Today, when somebody asks for the dividend rate,
reference is made to the dividend book. > *

It seems to me that managements and directors should take
the trouble of establishing a more orderly policy on dividend
declarations and payments ■« and should attempt to clarify the
subject to the stockholders instead of making it obscure. The
program should be:

Pay regular quarterly dividends or, where called for, semi-annual
dividends.

Declare and pay all dividends, regular and extras, in the given
fiscal year of the corporation.

Pay extras in the last quarter.

Where the corporation wants to make certain that it is not

committing itself to a higher rate of dividends than could be

paid during subnormal years, the practice of regular quar¬

terly dividends plus regular quarterly extras could be fol¬
lowed. This puts everybody on notice that the corporation
thinks, for example, that a 25c regular quarterly dividend is
sustainable under most circumstances but the 25c quarterly
extra is on a less certain basis. • : . J - -1 . ' ;

Where special circumstances prevail and it is not conservative to

declare and pay dividends before the year's final results are

completely audited, then the policy should be adopted of
declaring and paying dividends through the year based upon
the earnings of the previous year. Under such circumstances
the dividends could be declared at the beginning of the
succeeding fiscal year for distribution through that fiscal
year. In this manner, while dividends would be a year old,
at least they would be coherent and dear for the ensuing
year.■

Sinqerely yours, •

ARMAND G. ERPF,
July 25, 1949. Partner, Carl M. Loeb, Rhoades & Co.

Deficit Spending Is
Dangerous: Wherry

(Continued from page 12) ■

work,* and * children crying for
food, than to see him succeed, y.,

Who are these "selfish, inter¬
ests?" They must include all who
advocate economy in government;.
Is it selfish for these economizers
to be thinking of their own wel¬
fare and the welfare of their
children? * Are they selfish be¬
cause they do not want to live
in a bankrupt nation?
Are they selfish because they

do not want to live in "Mr. Tru¬
man's welfare" state as wards of
the national planners, and then
as tools of the State?

Are they blind and selfish be¬
cause they do not understand ;it
is their duty to support half the
rest of the world?

Are they voicing "selfish inter¬
est" when they say—there is noth¬
ing wrong with western Europe
that hard work and protection for
free, competitive enterprise won't
cure?

And what about those Demo¬
crats in Congress who have
signed pledges in support of re¬
duction in the President's spend¬
ing budget? Sixty-three United
States Senators, Democrats and
Republicans alike, have endorsed
a resolution, over Administration
opposition, to reduce government
expenditures, and balance the
budget. ■ \ 1

t c

Is Mr. Truman going to purge
those Democrats, because they
don't agree with his philosophy
of deficit-spending?
President Truman sees in the

socialism and nationalization pro¬
gram of the Labor Government
of Great Britain and its com¬

panion governments in other
lands, a system that obviously
pleases him better than our tried
and proven American way.

He has cast his lot with the

pressure groups and special inter¬
ests. He would barter away our
freedom and the highest standard
of living in the world. He would
substitute regimentation under
scores of measures, including the
Brannan plan to control and man¬

age the affairs of our farmers.
For our part, we Republicans

in Congress will continue to fight
for reduction in the cost of gov¬
ernment; we shall resist without
compromise those proposals of the
Truman Administration that in¬

fringe upon the inalienable right
of pur people to freedom, of
choice. :

We shall continue to strive for
stability in the government at
Washington for this is the most
vital ingredient in the formula
for world peace and prosperi y.
Only if we have stability can we
achieve confidence among our
own people that their public serv¬
ants are adhering to the principles
of thrift, efficiency, economy and
forthrightness. On these princi¬
ples our nation was founded and
has grown. They cannot be com¬

promised. They have brought us
standards of living that are goals
to which all other peoples can

only aspire. , :;
We live in the best country on

earth.

Let's keep it that way!

Dreyfus Institutes ;
Trainee Program
Dreyfus & Co., 50 Broadway,

New York City, members of the
New York Stock Exchange, have
instituted a trainee program for
college graduates who aspire to
become customers' brokers. The

plan calls for a thorough indoc¬
trination in the workings of every
department of a brokerage busi¬
ness. Shelton A. Brooks, Har¬
vard University and Saul Bogan,
Columbia -University, are the

i firm's most recent trainees, f
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Depression and Devaluation
(Continued from page 2) ,

materials. These have to be paid
for, independently of current pro¬
duction, out of the capital of the
producers. A manufacturer whose
debt is reduced by the devalua¬
tion of money receives a windfall
that he will not sacrifice by re¬

suming production at a loss.
'

Influence on Export ^ ;

i Certainly a devaluation can ex¬

ercise, for a short time, a favor¬
able influence on export indus¬
tries. This is another great argu¬
ment of the adherents of devalua¬
tion who imagine that they can
thus furnish industry with an

invigorating stimulant. The rise
,in foreign exchange rates really
'permits exporters to sell their
products abroad cheaper and per¬
mits them accordingly to maintain
•and even develop their produc¬
tion. It thus appears that export
industries obtain miraculous en¬

couragement, which, at first
, glance, harms no one. However,
on looking at things closely, it is
:perceived that the export pre¬
mium thereby created is entirely
(supported, and even with a ven¬
geance, by the national economy,
v This export premium arises
^om the fact that the producer
of the articles exported finds him¬
self in a privileged position, owing
to devaluation which allows him
to acquire the factors of his pro¬
duction below their real value.

Indeed, whilst the prices of ex¬

portable products immediately go

lip due to the devaluation of
money, the elements of the costs
.of these products—salaries, the
prices of raw materials, the cost
of transport, taxes, etc.—take
longer to adjust themselves to the
new standard of value. In this
manner a veritable transfer of
purchasing power from other sec¬
tors of the economy to export in¬
dustries takes place.
Such a source of export pre¬

mium indicates that it wouldn't
be for the good of industry in
general without some counterpart.
Tf, indeed, this export premium
encourages export industries, .it
can only at the same time cause
prejudice to other industries by
correspondingly „ diminishing the
demand for other products on be¬
half :of those whose purchasing
power has been -reduced^ by the
devaluation for the benefit of ex¬
port industries.

Other Repercussions

The repercussions of devalua¬
tion do not stop there* The ex¬

pansion of exports cannot take
place without a reduction of the
prices of the products exported
into foreign markets, since it sig¬
nifies on fhe whole, an increase
.in the offer. Arid it cannot be
ignored that every increase in the
offer leads to a more accentuated
fall in prices. "This implies that
an important part of this purchas¬
ing power transferred from other
sectors to export industries will
be lost to the country and yielded
to foreign consumers. It is this
which, after the first World War,
at the time of depreciation of the
currencies in many countries, was
termed emptying the country's
material substance and which led
the governments of those coun¬
tries to regulate, and even pro¬
hibit, exports. In the case of a
moderate devaluation, this loss of
substances does not -attract at¬
tention, but it is none the less
real.

* Export industries can therefore
only develop, following devalua¬
tion, at the detriment of other
industries and at the expense of
the capital of the country.
And that is not. all. Such an

encouragement given to the export
industries is in fact a sort of
dumping which brings about
prisals on the part of other coun

tries, provokes tariff wars and
quotas, even monetary wars, that

eventually lead to thejfestriction
of international commerce and of
production in general To quote
an example, there is no doubt
that the abandonment, of the gold
standard by Great Britain in 1931
largely contributed^ to the de¬
crease of international exchanges,
to the fall of worjcj gold prices
and to the aggravation of the
universal crisis 0&.1931 to 1935.
On the other handj- it in no way
prevented English exports reck^
oned in the value" of gold from
continuing to decrease even more

than the exports of a country like
France which kept the gold stand¬
ard.

The possibility of preventing a
depression by way of devaluation
and a rise in-nominal prices is
therefore a delusion. As we have

already said, devaluation can only
aggravate a depression and cause
in the economy a fresh and pow-^
erful dislocation just at the mo¬
ment when it is most in need of
conservative treatment.

And we are not speaking here,
of the fatal consequences from the;
moral, social and political^points
of view, which undermine the
legal principles of the stability
of contracts on which our^ eco-j
nomic structure is erected, ruin
the middle classes, open the door
for agitation among thf wage-
earners directly affected by this
measure and often pave the way
for political and social upheavals;
Once engaged on this?slippery

road, it is often almost impossible
to stop. The setback which is in¬
evitable after the first devaluation
and the difficulties it injects into
public finances bring along fresh
devaluations. It is what has hap¬
pened in England, Belgium Czech¬
oslovakia. France and in so

many other countries since 1931.

The rise in the price of gold
in the black market has likewise
been used as an argument by the
advocates of devaluation. But it
is known that this rise is the con¬

sequence of the instability of cur¬
rencies in most countries since the
war and of the search for gold
as a refuge of value. So long as
this monetary instability exists,
it is evident that the devaluation
of the dollar can in no wise alter
this incentive and suppress the
premium on gold.
Let us remark that the fall in

prices must not necessarily lead
to a recoil in economic activity.
Be it remembered that.the con¬
tinuing fall in prices from 1924
to 1929 did not prevent .an eco¬
nomic rebound without a prece¬
dent during this same period. A
fall in prices still more accentu¬
ated might very well be recon¬

ciled with a fairly normal level
of production if certain necessary
steps were taken to maintain eco¬

nomic equilibrium. But then it
would be a question of normal
and direct measures and not of

illusory and dangerous artifices.

Politics Is Everybody's lob
very necessary and informative
job, that we are organise,d to do.

The NAM'S Rolp; j
The association is a .^luntary

incorporated membership 'organi¬
zation. Its membership *-
prises more than 15,000 ipdividuak •

manufacturing companies. Like
other similar organizations, we
must rely, in all phaseM of our

activities, on the voluntary^sup-l
port of our members. This sup¬

port must go beyond the payment
of membership dues or subscrip¬
tions. It must include the dona-:
tion of substantial time and effort
of a large number of officers of:
individual member-companies for;
serving on committees of ihej
association, serving on its hoard
of directors, in gaining wider ac¬

ceptance among manufacturers
and the public of principles, poli¬
cies, or programs adopted by the:
association. '
The extent tp''which the asso¬

ciation viewpoiritlnay actually in¬
fluence legislation pending before
Congress is largely dependent up¬
on the voluntary faction of its
individual members in communi¬

cating their views 4o members of
Congress. ' „ / .: - -

The association does not and

cannot , either .directly, .or indi¬
rectly engage in political activities
such as seeking the el.ection or
defeat of candidates f<|r public
office. The association Is a cor¬

poration, subject to the Federal
Corrupt Practices Act, and makes
no contributions or expenditures
for or against^ candidates0t of¬
fice. - - - "

The association, through its
staff, serves £ essentially as van
agent of its numbers, to report
to them trends and developments,
as well as the^scope, content and
progress of legislation pending be¬
fore Congress,vof general or spe¬
cific interest to* manufacturers.
As is well known, however, the
association exercises no control

(Continued from page 7)
in the National Industrial Coun¬

cil. Such information is of value
to our members and to National
Industrial Council affiliates in

over the action' ofjinaction of its
individual members, with respect
to such matters;

Through the a c I if y of our

staff, we are able to provide accu-

and timely information to our

membership,...and to the affiliates

arriving at decisions as to what
they consider should be done
about important national issues. I stockholders, his employees,

And members of Congress have Amerieon opportunity system It
continued to hear from their con- is our responsibility to carry this
stituents pretty steadily on most truth to them. This is as it should
of the proposals in the President s be. T is is the way we would
program. have it.
NAM is one of those organiza- We must primarily address out-

tions which are striving to pre- selves to clear-thinking, inde-
serve the traditional American pendent-minded and whole-souled
freedoms. If such organizations Americans. I am not referring to
are to have any hope of success
in their undertakings, that success
can come only when the voters
of this country understand the is-

a class or faction. This group does
not consist only of management
or labor or farmers or housewives
or politicians or professional peo-

Groundwork for Better
Government

sues and have an opportunity to pie, though you will find many
cast their votes for men of intel- from each of these groups. It is
ligence and integrity men who composed, rather, of those millions
will stand with the great elec ec. Gf Americans, from all walks of
statesmen of our times and swell ijfe ard all income groups, who
the numbers of those who will love their country and who make
work steadfastly to preserve our its welfare and preservation their
basic freedoms. first and their chief concern. In

short, those who have the ability
to recognize and the courage to

T , ,, , .. ,, , , ,. reject the short-term benefit that
I have the feeling that better results in a long-term headache,

national government is bound to , ,.. v . • .

come in this country after the peo- Millions have failed to recognize
pie have learned how to provide ^ 'P^kaps refused to recognize
themselves with better local gov- the fundamental long-term im-
ernment. This applies to all local Potions of the step-by-step and
offices at every level, from school law-by-law slide down the bleak
boards and county commissioners Toad A f11; ?rGai
up to mayors and governors'. To hers of the American people have
preserve the best of the American been .coasting to collectivism on
way of life, and to have any hope eaj assumption that because
of improving and bettering it for ??e r!?_. to .freedom is. constitu-
future generations, we must have tIona11^ guaranteed, it is not their
two things:
(1) Proper public understand¬

ing, and , f.
(2) Properly qualified men who

are willing to offer themselves as

personal responsibility to guard
it V., understand it .. and ever¬

lastingly use its full creative
power. . ' •* rt '

Ours is still a nation of free and

candidates for public office at all unregimented individuals who re-
levels. - O-~ ject spoon-fed, tailor-made opin-
No business organization can do ions. Man by man, by the natural

this job. No other organization leaders in every home town and
should undertake it. V- Place of business throughout our

The National Association of land, the great majority of the
Manufacturers can be most effec- American public can be shown—
live in providing its members and overwhelmingly convinced that in
Council affiliates with facts which the last analysis, government can't
can be utilized by businessmen if do things for people. It can only
all parts of the country. It is the provide the atmospnere in wnich
individual businessman who can people can do things for them-
most properly get such facts pre- selves. A
sented and understood by his own Let's get back to that funda-

his mental concept of government
Information thus gathered is

supplied to our membership
through the "Washington News¬
letter" and through specially pre¬

pared news articles in the "NAM
News." Supplementary bulletins
are issued to the affiliates of the
National I n d u st r i a 1 Council,
usually in more detail than is car¬
ried in the "NAM News," for the
purpose of providing council affil¬
iates with all the details neces¬

sary to keep them informed.
In this area the chief function

of the National Association of
Manufacturers and of the National
Industrial Council affiliates is to
do everything we can to make the
public aware of these great basic
issues affecting the public wel¬
fare, which are frequently in¬
volved in legislative proposals. An
enlightened public opinion is the
only one which can or should
have any influence upon the pas¬
sage of any legislation at any
level. Such an organization as the
NAM functions best when it util¬
izes every resource at its com¬

mand in analyzing those important
issues whifch can only be decided
by the voters themselves, through
the reflections of the voters' views

by the type of people they elect
to public office.
I know that to a lot of people

things looked pretty hopeless after
the election last fall. I have been
in practically every part of the
country since that time, and I am
well aware of the panicky feeling
shared by many business leaders.
Certain union leaders felt that

they would be able to dictate na¬

tional policies. They confidently
expected to see the Taft-Hartley
law repealed and a start made to¬
ward many of the socialist meas¬
ures which the President de¬
manded in .his inaugural address.
, You are familiar with the sub¬
sequent results. I think the prin¬
cipal reason that Congress did not
act on the demands of certain
union leaders is because its mem¬

bers heard from their constituents.

customers, his supply sources, hi which was established by the
friends and neighbors—by every- founders of this nation in our

one in his own community. . Constitution and in our great Bill
This means that many a man of Rights,

who has been inactive in politics Let's restore the incentives of
must dedicate himself to a Job individuals to use their great free-
which cannot be done by anybody (j0ms of personal liberty, freedoms
but himself.

. ^ - of choice, freedoms of opportunity,
Our great two-party system has anc| ap other elements that make

demonstrated its value and its Up that priceless heritage of all-
usefulness. It must be preserved.
So when I talk about businessmen

taking an active interest in these
great Public the government of this great coun-
mean that they must all become . « nnre inctAoH nf niircninf*

embracing freedoms which is
American. ■ ... 'V'/,-
.Let's really start to do things for

workers for the Republican or all
for the Democratic party—as such.
If they are Republicans they +hin(y_ fAr tl_

cannot avoid the responsibility of. 8 '
helping to make certain in their 6' 1vo
own communities that the men

selected as Republican candidates
are really men of intelligence, in¬
tegrity and courage. If they are

try of ours instead of pursuing
any longer that false philosophy
of expecting the government to do

Let's give to our school boards!
our town councils, our boards of.
county commissioners, our state
legislatures and our national Con¬
gress—men of intelligence, integ-

Democrats they must help make Tl^y and courage—men who will
equally certain that the Demo- serve our country well.
cratic candidates possess these es-1 And let's preserve our Artier-]
sential traits. ican way of life. It is not ours

Too often in recent years a cer- alone. It is ours to pass on as
tain type of man has been elected good as we received it—as much

better as we can make it—an in¬

violable trust that no generation
which comes after us can rejoice

to public office solely upon the
basis of the material things he
promised to those who he hoped

Against the basic dishonesty 0f Jn unJess we preserve it and re-
planning to distribute political store it and perfect it throughout
favors and collectivist privileges our time. We stand today in the
at the expense of the whole Amer- j vanguard, of service to the eternal

ferSS." d^tribute°wH™ un- Pr'nc'ples 'hat are and forever can
precedented magnitude and be maintained as the whole Amer-
breadth—the men who make up, ican people's heritage,
business and industrial manage- '
ment are our free economy's most
effective spokesmen and advo¬
cates. No one can better tell—
because no one better understands

—why and how business is woven
into the history, life, security
prosperity and destiny of the
United States.

Industry Part of American
Opportunity System

The American people must be
made to realize that business and

industry are integral parts of the

E. W. Thomas Adds
(Special to The Financial Chronicle)

CHICAGO, ILL. — John D.
Sharp has been added to the staff
of E. W. Thomas and Company,
135 South La Salle Street.

With R. H. Johnson & Co.
(Special to The Financial Chronicle)

BOSTON, MASS. — John J.
Quinn is with R. H. Johnson &

Co., 30 State Street-
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Indications of Current Business Activity
The following statistical tabulations cover production and other figures for the latest week or month available (dates xx T

shown in first column are either for the week or month ended on that date, or, in cases of quotations, are as of that date) :
Latest Previous Year X
Month Month . Ago r/ :.

$109,068,000 $99,336,009 $108,639,000

AMERICAN IRON AND STEEL INSTITUTE: J
Indicated steel operations (percent of capacity) July 31
Equivalent to— , . ■ V •

Steel ingots and castings (net tons) July 31

AMERICAN PETROLEUM INSTITUTE:
Crude oil output—daily average (bbls. of 42 gallons each) July 16
Crude runs to stills—daily average (bbls.) July 16
Gasoline output (bbls.) July 16
Kerosene output (bbls.) ; July 16
Gas, oil, and distillate fuel oil output (bbls.) July 16
Residual fuel oil output (bbls.) July 16
Stocks at refineries, at bulk terminals, in transit and in pipe lines—
Finished and unfinished gasoline (bbls.) at -July 16
Kerosene (bbls.) at July 16
Gas, oil, and distillate fuel oil (bbls.) at —July 16
Residual fuel oil (bbls.) at July 16

ASSOCIATION OF AMERICAN RAILROADS:
Revenue freight loaded (number of cars)— _—— July 16
Revenue freight received from connections (number of cars) July 16

CIVIL ENGINEERING CONSTRUCTION— ENGINEERING NEWS-
,

RECORD: " X'" :■ \ . XXVXyXXXXXXX
Total U. S. construction —July 21
Private construction „ - July 21
Public construction ——— ——— . July 21
State and municipal— -.-.-I —— —July 21
Federal July 21

Latest
Week '

81.5

1,502,500

Previous

Week

78.3

1,443,500

Month

Ago

79.9

1,473,000

Year

Ago
93.1

1,678,100

COAL OUTPUT (U. S. BUREAU OF MINES):
Bituminous coal and lignite (tons)——
Pennsylvania anthracite (tons) — ..

Beehive coke (tons) — ;

July 16
'

July 16
July 16

DEPARTMENT STORE SALES INDEX—FEDERAL RESERVE SYS¬
TEM—1935-39 AVERAGE—100 —July 16

EDISON ELECTRIC INSTITUTE:
' Electric output (in 000' kwh.) .—July 23

FAILURES (COMMERCIAL AND INDUSTRIAL)—DUN & BRAD- X:......
STREET, INC. — —— July 21

IRON AGE COMPOSITE PRICES:
, Finished steel (per lb.) July 19
. Pig iron (per gross ton)— July 19
Scrap steel (per gross ton) ! , : —July 19

METAL PRICES (E. 8c M. J. QUOTATIONS): ...

Electrolytic copper— E , _

Domestic refinery —i.—w-——^July 20
Export refinery at- r— ——.———July 20

Straits tin (New York) at_ X July 20
Lead (New York) at — — July 20
Lead (St, Louis) at u July 20
Zinc (East St. Louis) at —i — - . -July 20

4,671,350
115.130,000
18.117.000
1,531,000
5.G99.000

7;<785,000

111,464,000
23,791,000
68.622,000
67,564,000

724,100
531,788

$158,751,000
65,229,000
93,522,000
77,984,000
15,538,000

6,600,000
1,034,000

6,300

214

5,461,665

v. 182

t3.705c.
$45.91
$19.33

17.325c.
17.520c.

103.000c.
14.000c.

13.800c.

9.500c.

MOODY'S BOND PRICES DAILY AVERAGES:
U. S. Government Bondsr«— ,
Average corporate - •

*

Aaa —

A _I"I—I—I—II-i.

Railroad Group — — j,

Public Utilities Group ——

Industrials Group .

MOODY'S BOND YIELD DAILY AVERAGES:
U. s. Government Bonds ;

Average corporate —I

Railroad Group — _ -

Public Utilities Group-; ——. —-X. —X—.
Industrials Group — XXX,

-July 26
-July 26
-July 26
-July 26
-July 26
-July 26
-July 26
-July 26
-July 26

-July 26
—July 26
-July 26
—July 26
-July 26
—July 26
-July 26
—July 26
—July 26

4X
103.20
113.89
120.02

118.20
112.93

105.00

108.16
115.43

118.40

MOODY'S COMMODITY INDEX July 26

NATIONAL PAPERBOARD ASSOCIATION: f

Orders received (tons) X— - July 16
Production (tons) —July 16
Percentage of activity——— July 16
Unfilled orders (tons) at———■XX- — —— July 16

OIL, PAINT AND DRUG REPORTER PRICE INDEX— I926-3G
AVERAGE=100 - —- : July 22

STOCK TRANSACTIONS FOR THE ODD-LOT ACCOUNT OF ODD-
LOT DEALERS AND SPECIALISTS ON THE N. Y. STOCK

* EXCHANGE—SECURITIES EXCHANGE COMMISSION: "rr:,?
Odd-lot sales by dealers (customers' purchases)— ■ VXXXX-XX- vX
Number of orders

— juiy' 9
Number of shares

juiy 9
Dollar value ; : juiy 9

Odd-lot purchases by dealers (customers' sales)— X •• X.f-X. :;.X;
Number of orders—Customers' total, sales July 9
Customers' short sales— LxXi -July 9
Customers' other sales—

„ —July 9
Number of shares—Customers' total sales.. July 9
Customers' short sales. July 9
Customers' other sales--- XX — .1—July 9

Dollar value — July 9
«. ftound-lot sales by dealers— . V ■ . -

Number of shares—Total sales 'XiXxX July 9
Short sales XX— —July 9
Other sales —X——— X— July 9

Round-lot purchases by dealers— -'XvX .v.i XX.''X'
Number of shares X

, July 9

WHOLESALE PRICES NEW SERIES—U. S. DEPT. OF LABOR—
1926=100: ;.r;

All commodities —: ,X
juiy 19

Farm products —
— -July 19

All commodities other than farm and foods .X— July 19
Textile products „ July 19
Fuel and lighting materials —July 19
Metals and metal products X ; July 19
Building materials July 19

Special Indexes— >»X'VX'" 'Xf■" .V'.'

Livestock HIIIIIIIIIHHillIllHIjuly 19

Hides and skins . IIIIIIIIIIIIIIIIIIIIIIIllJuly 19

145,799
137,034

64

282,174

128.4

■ 13,160
368,858

$13,549,183

12,101
XX 136

11,965
318,652

'j Ui: 5,844
XV 312,808
$10,251,259

. 100,700

100I700

147,790

155.5
213.9
231.1
180.5

4,667,750
5,201,000
18,559,000
1,586,000
5,768,000
7,879,000

113,763,000
24,055,000
66,620,000
67,136,000

595,321
456,614

$190,346,000
61,468,000
128,878,000
87,408,000
41,470,000

*4,725,000
848,000
*16,900

201

5,342,107

.-167

3,705c.
$45.91
$19.33

17.325c.
17.550c.

103.000c.

14,000c.
13.800c.

9.000c.

103.41
113.70
119.82
118.20
112.56

105.17
107.98
115.24

118.20

2.27 -XXXX2.25;
2.96 2.97

2.65 XV X 2.66
2.74 X:'X 2.74

3.01 3.03

3-45 ,.'X" 3.44

3.27 ,'V
XX 3.28

2.88 X'' 2.89
2.73 'XX; 2.74

339.5 342.4

104,809
73,941

35

278,124

128.0

13,389
384,489

$14,072,542

lxX'12,974 *
: 154

12,820
352,153

6,600
X 345,553
$11,265,509

- 123,730

yX 123I730

162,680

• 4,867,650
5,171,000
17,998,000
1,530,000
5.228,000
7,693,000

116,403,000
22.504,000
61,445,000
65,594,000

649,351
577,958

11:X /X'Xl

$215,170,000
84,840,000
130,330,000
83,963,000
46,367,000

2,215,000
121,000
19,700

235

5.466,169

196

3.705c.

$45.91

$20.25

15.700c.
15.925c.

lot.nood.
12.000c.
11.850c.

9.000c.

101.70
112.93

118.80

117.40
112.19

104.43
107.62
114.46

117.20

5,444,450
§5,633,000

§17,524,000
§2,207,000
§7,382,000
§9,008,000

§100,701,000
§19,773,000
§53,385,000
§63,170,000

892,080
656,232

$143,213,000
69,784,000
73,429,000
63,277,000
10,152,000

12.274,000
1,070,000

83,300

236

5,342,127

VI'. 91

3.211c.
$42.96

$41.33

21.200c.

21.425c,
10 ' V
17.500c.
17,300c.
12.000c.

100.79
112.37
116.80

115.04
111.81

106.21
108.34

112.56
116.22

2.37 2.44
3.01 : 3.04

. 2.71 i 2.81
2.78 X XXX 2.90

•' 3.05 3.07

3.48 3.38

3.30 ■-XX 3.26

yyy'2.93X-. X^jX.3.03
2.79

• 2.84

336.1 434.6

150,021 138.409
167,196 157,641

78 84

254,033 372,739

128.1 ■

"

145.6

v 20,270
567,955

$19,944,215

18,017
315

17,702
510,978

,

12,419
498,559

$16,268,719

157,870

X; 1571870
216,320 I

X 17.914
538,108

$22,026,009

XX 19,548
74

19,474
/. 529.799

'

2,566
> , 527,233
$19,341,405

144,550

144*550

172,150

154.3 154.2 : 153.0 168.8
168.4 168,5 165.9' '/ X: 194.1
164.2 164.2 ! ' - 159.6 f •: 191.0
145.2 145.1 145.4 / - 150.7

- 139.0 138.6 138.2 ! 149.4

130.6 130.6 130.6
'

136.4

167.8 167.6 165.7 '• 159.2

190.4 - 190.1.: : 191.6 200.1

125.0 124.8 :.■) 126.9 < 135.8

156.5
208.8

228.0

379.5

v 155.4

206.7

220.9

186.5

! 1

189.3
272.5

279.6
220.4

•Revised figure. ^Includes 431.000 barrels of foreign crude runs. - §Not" comparable with other periods which are on ne»basis of reporting in California. Principal changes exclude crack ng stock from distillate and residual fuel oils. tThe weightec
finished steel composite was revised for the years 1941 to date. The weights used are based on the average product shipments foi
the 7 years 1937 to 1940 inclusive and 1946 to 1948 inclusive. ; ' .

NOTE—The National Fertilizer Association has decided to discontinue publication of its weekly wholesale eommodity price
Index. It will, however, continue to compile monthly indexes covering mixed fertilizers.

BANK DEBITS — BOARD OF GOVERNORS
OF THE FEDERAL RESERVE SYSTEM—

Month of June (in thousands)

BANKERS DOLLAR ACCEPTANCES OUT¬
STANDING — FEDERAL RESERVE BANK
OF NEW YORK —- As of June 30: X

Imports
Exports IIIIIIIIII
Domestic .shipments IIIIII
Domestic warehouse credits IIIII
Dollar exchange
Based on goods stored and shipped between
foreign countries' ,

Total

BUILDING CONSTRUCTION—U. S. DEPT. OF
LABOR — Month of June (in millions):

Total new construction 1„
Private construction

Residential building (nonfarm)
v; Nonresidential building (nonfarm)-

Industrial' — - X
Commercial
Warehouses, office and loft buildings
Stores, restaurants and garages

Other nonresidential buildings——
.-vb;;w- ': Religious * •

Educational—
Social and recreational--

Hospital and Institutional
. ' .Remaining - types————.

,,Farm- '.construction..: -X-X; "
Public utilities

—

Railroad —
—

Telephone and Telegraph —

Other public utilities
Public construction

—

Residential building —

Nonresidential building (other than mili-
tary cr naval facilities)

Educational — — —

Hospital and institutional^ X.
All other nonresidential —

Military and naval facilities 1—
Highways — — — —

Sewer and water ———_X__——
Miscellaneous public service enterprises-
Conservation and development
All other public — ——

BUSINESS FAILURES—DUN A BRADSTREET
INC.—Month of June: :

Manufacturing number
Wholesale number -

}.f, Retail number :

Construction number t —

Commercial service number ] -

Total number

Manufacturing liabilities i—
s Wholesale liabilities — j —

1 Retail liabilities, ^
: Construction liabilities — -

, Commercial service liabllties ——

$121,154,000
46,768,000
9,345,000

X 7,029,000
63,000

$118,469,000
44,450,000
10,516,000
6,380,000
2,389,000

$155,475,000
56,193,000
10,592.000
8,730,000
2,289,000

13,066,000 12,381,000 19,880,000

5197,930,000 $194,585,000 $253,159,000

$1,759 •$1,584
-

$1,754
1,241 *1,117 1,343
600 530 682 1

270 *257 303
4XX'':. 77' 82 V'XXX'X- no

92 *83 -v.'.'XV.': 114'."
23 • XX:' • ,23 2S

.'•XX G9 *60 83

'■'VVX 101 92 79
^ : 28 "26 :XX:XX'::X. 13

20 ,XXX"^ 19 .y-XXv-.-'; 10
'

x; - 22 fx- 20 "XX 13
"

16 •X X X 14 ■-•Xv' 10
VXXXU5 i •X. 13 14

■ 50 XX.'X 40 "t - -62
321 .X *290 XX 301

c 36 •34 33
/•'. 62:xX:7.; : • 60 - 'X 65

V' 'X;,X 223 Xv-, *196 - 203
518 *467 405
16 •.-:Xi5 T

146 X-XX'.' x *144 . ' 83 r

71 *70 V"' •-X>:X;V'i;:44:.X
JSj-i 38 •XX;. :.X *36 13.

: 37 ■K *38 23 X
.X 9 *9 it

:■ 200 «>>-•'> *110 179KJ.
/y •■i.(X 52 *49 XfXX, ."43 X'

xx 10
'

*10 11 v
'

67 XX.:-. *63 ::x - 55-
•X 18 17 •x';X,xx':X';x^x

. 215 :"XX-XX 202
" X 136.

XX - 92 .101
372 ::X:XXX; 351 y 194

- 74 XXX63 'XXX 35
75 59 VX'X 4»

■ '.I ',,. ■.>

■ 828

$13,500,000
4,089,000
6,234,000
2,476.000
1,862,000

776

$11,182,000
>.V 4,334,000"
. 6,034,000

1,434,000
5,390,000

Total liabilities

COMMERCIAL PAPER OUTSTANDING—FED¬
ERAL RESERVE BANK OF NEW YORK—
As of June 30 (000's omitted)—

COTTON AND LINTERS — DEPT. OF COM¬
MERCE — RUNNING BALES

Lint—Consumed month of June
In consuming establishment as of June 30
In public storage as of June 30

Linters—Consumed month of June —

In consuming establishments as of June 30
In public storage as of June 30———'

. Cotton spindles-active as of June 30^-:

DEPARTMENT STORE SALES—SECOND FED¬
ERAL RESERVE DISTRICT, FEDERAL
RESERVE BANK OF N, Y. — 1935-39

XiS AVERAGE=109—Month of June: , *.« ■
Sales (average monthly), unadjusted
Sales (average daily), unadjusted —

Sales (average daily), seasonally adjusted-
Stocks, unadjusted as of June 30, ...

Stocks seasonally adjusted as of June 30

LIFE INSURANCE PURCHASES —INSTITUTE
■

;' OF LIFE INSURANCE—Month; of June
(000's omitted)—

Industrial — X——

rV Total X- X—
NEW CAPITAL ISSUES IN GREAT BRITAIN-
MIDLAND BANK, LTD.—Month of June

REAL , ESTATE FINANCING IN NON-FARM
AREAS OF U. S. — FEDERAL SAVINGS
AND LOAN INSURANCE CORPORATION

» —Month of May (000's omitted):
Savings and Loan associations—
Insurance companies.—t X. — -

Banks and Trust companies —,

Mutual Savings banks—
Individuals — X —

Miscellaneous lending institutions —

TREASURY MARKET TRANSACTIONS IN DI¬
RECT AND GUARANTEED SECURITIES
OF U. S. A.—Month of June:

Net sales ^ ————

*

Net purchases —^—.—

U. S. GOVT. STATUTORY DEBT LIMITATION
—As of June 30 (000's omitted):

- Total face amount that may be outstanding
at any one time

Outstanding— ...

Total gross public debt —

Guaranteed obligations not owned by the

$28,161,000 *28,374,000

$199,000 X: f$219,000

600,495
1,058,697
4,406,538
121,992'
254,106
68,138

19,464,000

, 228
224

238

206

, 218

$1,252,000
396,000
242,000

, 580,078
1.277,423
5,079,999
126,420
289,901
96,601

19,862,000

225

230

239

227

224

$1,245,000
431,000

- 185,000

$1,890,000 $1,861,000

£12,351,000 £15,683,000

$296,617
79,713
196,865
59,396
168,926
141,232

$942,749

$283,535
77,309
189,750
52,976
166,925
137,521

$908,016

$88,353,050 $54,659,950

•;.xa- 463.V
$5,147,000*
1,678,000''

X 3,037,000"
984,000-

1,317,000

$12,163,000*

*270,000'

800,347 * ,

1,734,787 v

1,676,082.'
? 94,647 *

y 218.044 ; -

¥:-X 77,211
21,473,000'
•)£: W>.' ; it-,' -

y 251.
. ,*247',

262:;,
•227';
241"

■■ hy,,

$1,244,000* T

370,000
Xr 236,000* ;

$1,850,000'

£9,939,00(1'

$314,340-
•

80,611
X 235,185 c.

60,905* iX
174,520'
133,894 '

■i $999,455.

j -r

$1,124"000

$275,000,000 $275,000,000 $275,000,000

252,770,350 251,889,420 252,292,245

27,275 23,061 73,460

Total gross public debt and guaranteed
obligations —

Deduct—Other outstanding public debt obli¬
gations not subject to debt limitation.

— $252,797,635 $251,912,480 $252,365,707

769,922 772,761 824,135

Grand total outstanding— —

Balance face amount of obligation issuable
under above authority

•Revised figure. 1

$252,027,712 $251,139,718 $251,541,571

22,972,287 23,860,281 23,453,423
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A Post-ERP Program
(Continued from page 9)

pean recovery program and a plan
to bring about world economic re¬

covery. /
We are spending in the area of

$5 to $6 billion a year on the Eu¬
ropean recovery program as com¬

pared with a domestic civilian
economy in the United States
alone of about $250 billion as

gross national product, or in the
magnitude of 2%; and with opera¬
tions in our foreign trade of ap¬

proximately $19 billion, of which
$12.5 billion are in exports and
$6.5 billion in imports. These
figures show that if we are to at¬
tain world recovery we must act on
the scale which our own economy
and the world economy implies.
This does not mean, however, ex¬
pansion of government programs,
for such expansion, aside from its
ideological implications, would
bog us down administratively. As
it is today, the administration of
the European recovery program is
relatively superficial and does not
get down into the detailed opera¬
tions in the various countries

which are essential to our suc¬

cessful supervision even of the
European recovery program of
self-help and mutual cooperation
itself. For example, we have rela¬
tively little to do with the aspects
of domestic business in the ERP

countries which result from , the
EBP—we have little to say about
whether or not they encourage
free competition or cartels.

Select House Committee on Post-
ERP Policy

It is time that the Congress took
a broad look at the whole basis
for participation by American
trade and industry in the Euro¬
pean Recovery Program and in
the program of world recovery
and assess its capabilities and the
legislative action which could be
taken to deal with them. Such a

review would involve not only
the possibilities of government
guarantees of convertibility of for¬
eign currency, a program started
in the Economic Cooperation Act
of 1948, but also taxation, govern¬
ment interposition in American
foreign investments, government-
industry partnership in foreign
investment and development and
similar changes. It would include
also an investigation which is long
overdue of the role played by the
International Bank for Recon¬

struction and Development and
the International Monetary Fupd
in the prospects for world recov¬

ery. For this purpose I am today
introducing a resolution for the
creation of a select committee of
the House on post-ERP policy.
This resolution follows the expe¬
rience of the House in the 80th

Congress in creating the Eaton-
Herter Committee. It would in¬
clude in its membership repre¬

sentatives of the Committee on

Foreign Affairs, Ways and Means,
Appropriations, Banking and Cur¬
rency, and Agriculture with its
Chairman the Chairman of the
Committee on Foreign Affairs. I
attribute to thework of the Eaton-
Herter Committee a great deal of
the credit for the passage of the
ERP legislation, and I believe the
gravity of the problems which we
are facing requires a similar basis
for action now.

It is also important that this
committee should have before it
alternatives for action and it is in
this spirit that I outline a pro¬
gram for the continuance of eco¬

nomic recovery in the free world
and for the accelerated develop¬
ment of the economically under¬
developed cuntries. V;.

International Bank and Monetary
Fund

It is high time that we learned
why it is that two agencies tr
which the United States had

pledged $5,920 billion—$3,175 bil¬
lion to the bank and $2,750 billion
to the fund—have done so rela¬

tively little in aid of world recov¬

ery at the most critical point in
world history and why almost the
whole job has been left to the
United States. It is very interest¬
ing to note that one of the first
actions of the National Advisory
Council on International Monetary
and Financial Problems which
runs United States policy with re¬
spect to the bank and the fund
was to ask for an interpretation
by the executive directors of the
bank on whether, under the ar¬
ticles of agreement, "the bank had
authority to make or guarantee
loans for programs or economic
reconstruction and the reconstruc¬
tion of monetary systems, includ¬
ing long-term stabilization loans."
This question was answered in the
affirmative, yet for whatever rea¬
son, the record is almost blank
insofar as carrying it through in
any country is concerned.
The bank has interpreted al¬

most as literally as the National
City Bank of New York or the
Chase National Bank the mandat f
in its charter that the borrower
"will be in a position to meet its
obligations under the loan"; yet
equal consideration must be given
to the other provision in its char¬
ter that "the bank is satisfied that
in the prevailing market condi¬
tions the borrower would be un¬

able otherwise to obtain the loan

under conditions which in the
opinion of the bank are reasonable
for the borrower." The bank has
the power to loan or guarantee
Over $8 billion; it has in United
States funds alone almost $730
million, and has raised $254 mil¬
lion by direct bond flotations,
largely in the United States mar¬
ket. Yet in the almost three years
since it began operations it has
made loans of only $650,100,000
through Jan. 31, 1949. ,•

The International Monetary
Fund has aggregate authorized
capital of $7,976,000,000 of>,'wfiich
the United States' share is 34.2%.
There has been paid into the fund
over $1,300,000,000 in gold, over

$927,000 000 in members' currency
—of which over $300,000,000 is in
United States or Canadian dollars
— and $4,500,000,000 in non-

negotiable, nor - interest - bearing
notes of the members of which the
United States share is about $2,-
000,000,000. The total business
done by the fund since the begin¬
ning of its operations is about
$650,000,000. The question is im¬
mediately raised whether the very

large amount of capital in terms
of United States dollars and gold
—well over $3,500 000,000—is not
just frozen in the fund and
whether it should not be released
for productive use by a merger of
the bank and fund making them
one institution— a merger which
has been very seriously considered
in responsible quarters.
I think it is fair to say that

those in high places don't know
quite what to do and have little
confidence in the remedies that

they have proposed. It seems clear,
loo, that American private busi¬
ness in' which alone resides the

experience and facilities to pro¬
ceed on a great program of for¬
eign private capital investment or
of engaging manpower and tech¬
nological skill for foreign eco¬
nomic development does not know
what to do either. Yet, American
business has never in its history
shrunk before the challenge of
war or failed to magnificentlv
meet that challenge in terms of
enough production on time. Why
then should it fail to meet the

challenge of peace?
Four-Point Program

I believe that the time has come

for a totally new approach to the
world's economic problems in
which the United States should

lead, and that the willingness to
take the needed steps must be
nremised on the will to avoid war
by obtaining an economic triumph
over the Communist system rather

than a miltary triumph. In this
spirit, a partnership of the United
States Government and of United
States private business for over¬

seas economic development is es¬
sential. Only on these terms can
the job be done and America's
fundamental resource s be
harnessed to meet the test of win¬
ning the peace.

I propose, therefore, a four-
point program for post-ERP re¬

covery and for the economic de¬
velopment of underdeveloped
areas calculated in a magnitude
realistically to meet these prob¬
lems: v V

First: Utilization by the govern¬
ment of the great resources of
business and industry in extend¬
ing technological assistance to
underdeveloped areas which are

part of the free world, through
research and development con¬
tracts of the type made during the
war between government and
business.

Second: Government guarantees
against political risks for Ameri¬
can private investment contribut¬
ing to the economic improvement
»f developed countries and the de¬
velopment of underdeveloped
areas of the free world, both of
the capital invested and of a

reasonable interest rate or return

guaranteeing convertibility into
dollars.

Third: The creation of a great
world financing organization by a

merger of the International Bank
and Fund, or if this cannot be
accomplished, by the organization
of an economic development cor¬
poration with United States Gov¬

ernment capital in the amount of
$10 000,000,000 to engage in
partnership ventures with Ameri¬
can business and industry,-for the
continuance of recovery in def-
veloped countries and the eco¬

nomic development of under¬
developed areas of the free world.

Fourth: Enactment by the Con¬
gress of the reciprocal-trade
agreements program which ex¬

pired June 30, and passage of the
enabling act for acceptance of
membership by the United States
in the International Trade Or¬

ganization.

It is anomalous that the nation
which will spend $17,000,000,000
for the European recovery pro¬

gram, has an annual budget of
almost $42,000,000,000, has an an¬
nual non-government income of
about $215,000,000,000 and gross
national product of over $250 000-
000,000, and possesses the greatest
resources in skilled men and pro¬
ductive machinery and raw ma¬
terials which the world has ever

known, should be thinking of a
great program of economic recon¬
struction for the world in terms
of $45,000,000 to be devoted to the
President's Point IV. Our experi¬
ence in the Reconstruction Fi¬
nance Corporation itself, in the
Home Owners' Loan Corporation,
in the FHA mortgage insurance
program indicates that under¬
writing the development of Amer¬
ican resources whether of property
or investment is always a money-

making rather than a money-los¬
ing venture. ; i

The first means for utilizing
America's technological resources
is already dealt with by legisla¬
tion the President has sent to the
Congress. Where these resources
are required, private business
should, under contract with the
government, devote its technolog¬
ical and planning staffs for stated
periods for the purpose, payment
to be made as the United States

may be able to arrange between
itself and the participating coun¬
try. So long as the contract is in
effect, the operation is to be car¬
ried on under governmental
supervision and control by the
United States. The participating
company has the option to renew
its contract or to withdraw and

thereby maintain that freedom of
action so essential to the effi¬

ciency and success of the opera¬
tion.

Our Reporter on
By JOHN T. CHIPPENDALE, JR.

The government market seems to have gone on the defensive
because the monetary authorities are applying pressure by keeping
money tight. . . . They have been- both sellers and reluctant buyers
of short-term Treasuries. . . . It might be the policy of the money
managers now to push yields on the nearer-term governments up a
bit, so that the next certificate will be a lYs% instead of a 1%
obligation. . . . The lower rate had been indicated by the down¬
trend of yields, following the changed attitude toward the money
markets. ... Slowing the advance in the government market, and
preventing rates from going too low, might give the authorities
greater freedom of action (in the future) particularly if the easy
money policy should have a favorable influence upon business
conditions. ...

Nevertheless, a lVs% certificate rate still means ample
credit and should have little, if any, effect upon current prices
of the longer-term obligations. . . . On the other hand, the more

attractive the monetary authorities make Treasury obligations
„ (to the banks) whether they be long or short, the less is the
likelihood they will seek other channels for the investment of
surplus funds. . . .

PROFIT-TAKING LOWERS PRICES

Professional operations, together with some liquidation, profit-
taking and the uncertainty created by Federal's action in the short
market resulted in a fairly sharp price decline throughout the list.
. . . The longest ineligible issues bore the brunt of the selling and.
downward quoting although the most distant bank bonds were not
far behind. ... It seems as though dealers are not interested in
stocking securities pending clarification of the Central Bank's latest
operations in the near-term end of the list. . . . Investors have been
waiting for an opportunity to pick up the higher-coupon obligations
at prices better than those recently prevailing. . . . But some of them
also pulled away from the market when prices started to give
ground. . . .

This might be the healthy reaction some money market
followers have been looking for. . . . Prices have gone ahead a
bit fast and some indigestion was bound to develop. ... How- ,

ever, money rates are still very low and set-backs under such
conditions usually turn out to be buying opportunities. . . . ;

BANK-ELIGIBLE 2V2s ACTIVE
Sizable amounts of the bank-eligible 2V2% due Sept. 15, 1967/72

have been taken out of the market, principally by the out-of-town
commercial institutions. . . . Income is of prime importance to these
banks and the longest eligible is the only obligation that gives these
institutions the return they need. . . . Although prices of the 2%a
due Sept. 15, 1967/72 have advanced along with the rest of the
market, the yield is still the best available in the bank group.
Funds have to be put to work, and with no alternative important
commitments are being made in the 2V2S due Sept. 15, 1967/72. . . >

These purchases of the longest-eligible are being made with
a degree of caution in order not to influence the market action. ;
. . . Advantage has been taken of price weakness and switches
out of the eligibles by non-bank holders which have increased v
somewhat of late.... This has enabled the smaller deposit banks
to acquire the longest eligible issue, at favorable levels. . . .

Orders have also been placed oh a scale basis. . . .

Positions in the 21/&s due Sept. 15, 1967/72, according to reports;
are not substantial and were it not for swaps out of this bond by
non-bank holders, quotations would most likely be higher.. , . How¬
ever, since this issue is going into strong hands, there seems to be
little doubt that with the decreasing supply will eventually come
better prices. ... .

OTHER ELIGIBLES ALSO SOUGHT

The eligible list as a whole is getting plenty of attention, with
considerable activity taking place in the shortest-term obligations.
. . . Although the longest partially-exempts have their followers
there has not been too much going on in these bonds because of the
premium involved and the decline in the tax-free yield. . . <

Th 2%s due 1956/58 and the 2\i» due 1956/59 have been
fairly active with some of the large money center banks on

the buy side. . . . Switches are being made out of the 2%s due

1956/58 by certain banks in order to put the funds into the long¬
est bank-eligible obligation. . . . Likewise non-bank investors .

W have been letting out moderate amounts of this same 2%s with
the proceeds going largely into the Victory bonds. ...

MARKET NOTES

Insurance companies and other hon-bank investors have been
modest sellers of the ineligibles in order to make way for private
placements and other commitments. . . . Some of this liquidation
(which has been pretty well taken) was to provide funds that were
used to pay for the Standard Oil bonds. . . . Savings banks still
dominate the ineligible list with commitments at this time running
principally to the Vies, because income continues to be very important
to these institutions. ... In order to improve earnings switches are

also being made by these institutions from the shorter taps into the
June and December 1967/72's. . . .

April Treasury figures on ownership of government secur¬
ities begin to reflect the changing money market conditions.
. . . The heaviest sales by Federal were in the 1952 eligible taps
with the main buyers savings banks and other investors includ¬
ing dealers. . . . Insurance companies sold the longer ineligibles
as did savings banks. . ... Other investors bought most of these
securities. ... In the bank issues the December and June

1952/54's, the 2%s of 1956/59 and the, September 1967/72's were
the leading acquisitions of the deposit institutions. . . . Savings :

banks and other investors were the principal sellers.
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News About Banks
consolidations

new branches

new officers, etc.
revised

capitalizations

and Bankers

The Board of Directors of As of July 15 the consolidation
Bankers Trust Company of New became effective of The Hartford
York has approved the transfer National Bank & Trust Company
of $20,000,000 from undivided (capital $4,000,000) and the First
profits to its surplus account, it National Bank (capital $1,150,000),
was announced on July 20. Based both of Hartford, Conn,
upon the published figures as of The Office of the Comptroller
June 30, the company's capital 0f the Currency reports that the
funds after the transfer will be: consolidation was effected under
Capital, $30,000,000; surplus, $100,- the charter and title of the Hart-
000,000; undivided profits, $35,- f0rd National Bank & Trust Com-
913,000, a total of $165,913,000. i pany and that the initial capital

S. Sloan Colt, President, states itock of the consolidated bank is
that this transfer will result in a $5,150,000, divided into 515,000
stronger capital funds structure, shares of common stock of the
and that the remaining balance in par value of $10 each. The initial
undivided profits will be 27.6% of surplus of the consolidated bank
the combined capital and surplus, is $5,150,000, with undivided prof-

* * * j its of not less than $2,700,000.
N. Baxter Jackson, Chairman of

the Chemical Bank & Trust Com¬

pany of New York, has announced
the election of Alonzo F. Bonsai,
Vice-President of Joshua L. Baily

Items relative to the plans for
consolidation appeared in these
columns June 15, page 2600, and
July 7, page 72. The Hartford
"Courant" stated in its July 15 is-

*r« tw! Ta°f • n X ! sue that directors of the First Na-j& C°'» Inc., to the Advisory Board tjonal Bank of Hartford held their I
last official meeting on July 13

of the 320 Broadway office of the
bank. Mr. Bonsai is also a direc¬
tor of the Erwin Cotton Mills Co.
and the Textile Export Associa¬
tion, Vice-President of Mayfair

followed with a testimonial lunch¬
eon at the Hartford Club with
James W. Knox, President, and
Robert A. Boardman, Vice-Presi-Mills and a member of the Textile dpnt ThP directors nre-

Industry Committee-on Foreign dent'as guests' I he directors pre
Trade. / •/

. * * *

Harvey D. Gibson, President of
Manufacturers Trust Company of
New York,announces that Edmund
Leone, formerly Assistant Vice-
President of the bank's Install¬

ment Loan Department, has been
appointed Auditor. Mr. Leone be¬
gan his banking career in 1924
and became associated with the
Manufacturers Trust Company in
T928. He was appointed Assis¬
tant Secretary in 1941 and Assis-
tane Vice-President f in 1947. He
was admitted to the New York
bar in 1934. This Summer, Mr.
Leone was chosen by the trust
company to attend the Graduate
School of Banking at Rutgers.

George S. Wallace recently
completed 25 years of service with
the Lincoln Savings ; Bank of
Brooklyn, at which time the bank
presented him with a gold watch
at a luncheon held in his honor.
Mr. "Wallace is the Safe Deposit
Manager of Lincoln's Bay Ridge
Office..

t- * # . . ' • '/

:
An exhibition of checks and

•other negotiable instruments car¬

rying the signatures of some of
the signers of the Declaration of
Independence after whom Brook¬
lyn, N.' Y., streets have been
named, ' has been opened in the
Bensonhurst branch of the South
Brooklyn Savings and Loan Asso¬
ciation of Brooklyn, at 1972 86th
Street. Andrew S. Roscoe, Presi¬
dent of the Association^ who made
the announcement, explained that
the checks, drafts and currency
are part of the collection of Rich¬
ard M. Lederer, New York philan¬
thropist and autograph collector.
.The exhibition will be ooen for
inspection during the branch's
^business hours—from 9 a.m. to
•4 p.m., Mondays through Fridays,
texcept on Thursdays when the of¬
fice remains open untii 1 p.m. In-
"cluded in the display are the sig¬
natures of Robert Morris, called
the " financier of the American
.Revolution; Francis Hopkinson,
United States Treasurer of Loans;
Eldridge Gerry, who became the
country's Vice - President under
James Madison, and Charles Car¬
roll, only Catholic signer of the
Declaration. Also, Roger Sherman,
who rose to the positions of Judge
and Senator; James Wilson, who
became a member of the U. S.
Supreme Court; Josiah Bartlett,
who became the first Governor of
New Hampshire, and George Cly-
mer, Pennsylvania banker.

sented the honor guests testimon¬
ials to indicate appreciation for
the services rendered to the bank
through the years. The "Courant"
added: /■.■-T;;'.'
"Mr. Knox entered the banking

field in 1925, becoming Trust Offi¬
cer of the First National. In 1929
he was elected President of the
bank.

"Mr. Boardman is one of the
senior bankers of Hartford and on

Oct. 8 will mark his 52nd year in
banking. He entered the employ
of the First National as a clerk;
became discount clerk in 1903;
Cashier in 1922 and Vice-Presi¬
dent and Cashier in 1926. He was

elected a director in 1929.

"Upon the merger of the First
with the Hartford National Bank
& Trust Company, effective July
15, Mr. Knox will become a
Senior Vice-President, and a
member of the honorary board of
directors. John E. Stewart, an
Assistant Cashier of the First Na¬

tional, is terminating 53 years of
banking service with the bank and
retires as the banks are merged."
•.•,/ ;.... * ,r:.. v, * \ ,;V-/.v. '

Aaron D. Felsing has been
elected Manager of The Northern
Trust Company Safe Deposit Com¬
pany of Chicago to succeed Krebs
Beebe who has retired under the
trust company's pension plan. Mr.
Felsing has been with the insti¬
tution since 1930 ; and was ap¬

pointed Assistant Manager of the
Safe Deposit Company in 1947.

. *

The sale of new stock to the
amount of $100,000 has served to;
increase the capital of the Mid¬
land National Bank , of Midland,
Texas, from $200,000 to $300,000.
The weekly bulletin of the Office
of the Comptroller of the Cur¬
rency reports that the enlarged
capital became effective July 14.

* * /. '•* V;/'" ' v ' ■:'!

As of July 7 the capital of the;
Longview National Bank of Long-
view,, Texas, was enlarged from
$200,000 to $300,000—a part of
the increase ($50,000) resulting
from. a stock .;■*dividend oof that
amount, and the sale of $50,000 of
new stock comprising the further
action in the raising of the capital.;

The American National Bank of

Idaho, Idaho Falls," Idaho, in¬
creased its capital effective July 14
from $300,000 to $350,000 by the
sale of $50,000 of new stock.

* * *

The directors of the Midland
Bank Limited, head office, Lon¬
don, announce an interim divi¬
dend for the half-year ended

| June 30 last at the rate of 8%
actual less income tax, payable on

July 15. The same rate of divi¬
dend was declared a year ago.

| ■ ^ *
1

The directors of Westminster

Bank, Ltd., London, have declared
an interim dividend of 9% for the
half-year ended June 30, 1949, on
the £4 shares and the maximum
dividend of 6 V\% on the stock for
the same period. The dividends
(less income tax) will be payable
on Aug. 2 to shareholders and
stockholders registered i in the
books of the company on June 30.

Must Consumer

Credit Costs Rise?
(Continued from page 9)

because their average loan is in¬
creased by the larger loans they
are permitted to make.
States are following different

procedures in providing higher
limits for the loans made by con¬
sumer finance companies. Those
States which have recently en¬
acted legislation based on the
Uniform Small Loan Law have set

maximums higher than the old
$300 limit, For example, the
Washington Act prescribed $500
and the Nebraska and Ohio acts,
$1,000.
In those States which adopted

small loan legislation many years

ago, a trend has begun to raise
the old $300 limit by amending
the loan maximum section of the
law. The limit was raised to $500
in 1947 in Illinois and Michigan,
in 1948 in New Jersey, and in 1949
in New York. In each of these

cases, the rate permitted on the
amount above $300 was reduced
considerably below that permitted
on smaller amounts. Furthermore,
in other States there are addi¬
tional statutes now under which

the consumer finance companies
may qualify so as to make loans
of more than $300. Under these
statutes, consumer finance com¬

panies are now making loans
above $300 in Colorado, Indiana,
Louisiana, Maryland, Massachu¬
setts, New Hampshire, Oregon,
Pennsylvania, Rhode Island, Utah,
and Wisconsin.

As a result, of these trends in
State legislation, many consumer
finance companies are now mak¬
ing large as well as small loans
to consumers, and to reflect this
change the companies a few years

ago changed the name of their
national association to the Na¬
tional Consumer Finance Associa¬
tion — the companies are. coming
to be referred to as consumer fi¬
nance companies rather than just
small loan companies. These lend¬
ing institutions supplement, rather
then compete with, the consumer
loan services offered by banks.
As a leading national publication
in the banking and investment
field points out:
"A great many of the people

served by these consumer finance
companies are in reality, not
adapted to bank service. They are
people who ' will never become
economically grown-up, who will
always need to be held in some¬

body's leading strings, so far as

money management and personal
budgets are concerned, and who,
in: these days, mayijust as well
place those leading strings in the
hands of the consumer finance

company men as in the hands of
anybody else. They need some¬

body who will hold them decently
but firmly to the promises of re¬
payment which they have made.
They need somebody whose
charges are large enough to jus¬
tify this constant watch and, if
need be, this constant dunning for
payments." ,

Conclusion

In short, some consumers who
need more than $300 can be served

by the banks, and some cannot.
There is, consequently, a need for
consumer loan service above $300
both by the banks and by the con¬

sumer finance companies.' Fur¬
thermore, low rates to the very
small borrowers (from $20 to $100
or $150) who rely upon consumer
finance companies, and are served
only to a negligible extent by
banks, depend upon increasing the

maximum loan limits of the con¬

sumer finance companies so that
the companies can make some of
the larger consumer loans, thereby
increasing their average loan bal¬
ances and reducing their costs of
operations.

Stockholders Unions—

Objections Considered
opposition to wage incentives and
more interfer ence with plant
operations. America's economic
progress could be accelerated if
organized labor pressure groups
and their cooperating politicians
could be held in check by a Stock¬
holders Union. But America's

economic progress could not be
greatly increased even if all the
evils in management, real or
imaginary, ferreted out by the
rambunctious stockholder, were

completely removed. The stock¬
holder's enemy is not manage¬

ment but the ruthless labor leader
and the political demagogue. The
"independent stockholder" is
shooting at the wrong target. -

The Automatic Check-Off

The check-off of union dues is

opposed by one critic. "The un¬

willing minority stockholder will
then have taxation without repre¬
sentation." The other critic states,
"Independent stockholders will
refuse to contribute to any check¬
off .. . and will challenge from
the floor of the annual meeting
any attempt by management to
make contributions to such an or¬

ganization" like the stockholders
union. This attitude constitutes

political anarchy. The minority
may not like the taxes that the
majority levies but it must, under
free democratic government, abide
by the wishes of the majority.
Miss Vivian Kellems in Connec¬
ticut also refused to obey the law
and deduct the withholding tax
from her employees. She created
much notority but the democratic
pi:oces$ prevailed in, the end.
Stockholders will be represented
on their union's board by their
elected agents and there will be
no taxation without representa¬
tion. In Congress, the representa¬
tives elected by the majority speak
for all, including the minority.
The voice of the United States is

spoken by Warren Austin at UN
meetings, and not by the isola¬
tionist minority.

That Independent Minority!
One critic would "give fair rep¬

resentation to the minority stock¬
holders . . . and the independent
public stockholder. The employee-
stockholders are an articulate

minority which has been fighting
for years for corporate reforms."
The other critic threatens that
the minority stockholders "will
make it clear to the legislators"
that the stockholders unions "have
no authority and are only speak¬
ing for " management-m i n d e d
stockholders." The answer is ob¬

vious. If stockholders unions are

formed, the minority stockholder
who has a just cause can mobi¬

lize the majority to support him.
If ; his cause is unjust and he
cannot convince the majority and
he adopts an obstreperous atti¬

tude, then he is a nuisance both
to the majority stockholders as

well as to the management. The
democratic process of counting
ballots squelches the crackpots in

our political life. The same proc¬

ess should apply in our corporate
life. Remember that Wallace "also

ran."

Labor and the Stockholder

One critic charges that "a sig¬
nificant proportion of small hold¬
ers are labor which the new

Stockholders Union is being or¬

ganized to oppose." However,

(Continued from page 4)
such employee-stockhoMers have
a 'dual role and their vote will
be determined by the stronger of
their interests. But the non-em¬

ployee stockholders have a per¬

fect right to organize against ex¬

ploitation by ruthless labor lead¬
ers who make demands but refuse

the responsibility for the financial
consequences thereof.

One critic would "put a repre¬
sentative of labor on the board
of directors of the very companies
who have mobilized their stock¬
holders against labor." Labor can
properly be on both sides of the
fence, labor and management, if
employees own a significant per¬
centage of the total stock, as in
the case of (Sears, Roebuck. But
if the workers own no stock, th£y
have no right to be represented
on the opposite side, managing
the company, as little as the man¬

agers would have the right to be
on the board of labor unions. I If
labor has an important position on
the corporation's board, will it run
the company in the interests , of
the investors who put up the
money to buy the tools and the
machines, or in the interests;,of
the workers who have no finan¬
cial risk and would obviously run
the company in the interests- of
the employees. To put labor on

the board of management consti¬
tutes foggy thinking.

_ /. ^
Labor can solve this probleipt

more effectively by other means.

It can support a comprehensive
scheme of profit-sharing, hitherto
always opposed by union leaders
because it creates harmony be¬
tween workers and employers. Or
else the workers could buy stock
in the company. Or they could
accept a profit-sharing bonus in
the form of stock. Such stock
ownership would justify repre¬
sentation on the company's board
of directors. Such stock owner¬

ship would ieach the workers the
elements o f bookkeeping and
economics and make them sympa¬
thetic to policies designed to avoid
bankruptcy and to make profits.)
Eventually the company could be
owned by workers, as has hap¬
pened in many small corpora¬
tions where a retiring proprietor
turns his business over to loyal
employees or permits them to ac¬

quire it through loans repaid out
of profits.

Questions That Only Time Can
Answer

i One critic raises many ques¬
tions which will be answered au¬

tomatically as stockholders unions
evolve new - functions and uses.

How can anyone now answer the

following questions: (1) "Will
management help to set up an

agency which will in any way

threaten its present control of

proxies? (2) Will it (Stockholders

Union) pave the way for a real
union of stockholders over whose

proxies management will have no

control? (3) Will the new Stock¬
holders Union work for a free eco¬

nomic vote for its members? (4)
Will |it make proxy solicitation

mandatory? (5) Will the" new

union allow unmarked proxies to

be cast by management for its
own interests? (6) Will the new

union stand for cumulative vot¬

ing? (7) Will it concern itself
with the addition of outside di¬

rectors? (8) Will it demand that
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directors attend stockholders'

meetings and stand for question- 1
ing. (9) Will it work to hold an¬

nual meetings in more accessible
places so that more stockholders
can attend?" ; .v j

These questions are welcome. It
was such answers to intelligent
criticism in the Federalist Papers
which laid the basis for the
American Constitution but none

of the authors of the Federalist

Papers, Hamilton, Jay and Madi¬
son, could deal with the details
which time and the evolution of
the American Government event¬

ually solved.

The Independent Stockholders
Movement

One critic asks whether the
Stockholders Union was "designed
to suppress the growing indepen¬
dent stockholders movement and

economic democracy. . . . Does
the new stockholders union ig¬
nore the causes, effects and
strength of the public stockholder
movement whose slow but healthy
growth this union (Stockholders
Union) is threatening to divert or
.wipe out?" These are rhetorical
questions. They require no
answer.

Every good objective initiated
l>y the "independent stockholders
movement" will be fostered by a

.National Federation of Stockhold¬

ers. But its 10 million members
aand its annual potential receipts
of twenty-odd million dollars will
enable it to be effective. The»

present independent stockholders
.'movement, based on voluntary
'contributions, is a gadfly in a situ¬
ation where a powerful percheron
is needed that can move heavy
burdens easily. „

T^he independent stockholders
movement is over thirty years old.
Organizations have come and
gone. Their net effect has been

* aiext to nil. Let anyone cite a

-single achievement to help the
stockholder in Congress or be¬
fore Commissions. Their objective
can be realized only through a

powerful organization with ample
'funds.

The Federation of Women's
Shareholders seems anomolous.

'

The common interest in the own¬

ership of stock, not an anatomical
difference. The support of all
stockholders is needed, not only
Women but men, also children
and Chinamen, Belgians and
buglers, Swiss and swimmers.
The sex of the stockholder seems

utterly without significance.
. To the extent that some women

stockholders have executive abil¬

ity, knowledge of economics, ac¬
counting, and industrial manage¬
ment, they can serve effectively

■■ as members of the board of the

corporation as well as a member
•of the Board of the Stockholders
Union. Women are gradually
making their place in public life.

r. They started in appointed govern¬
ment posts and gradually pro-

, gressed until they attained places
* ;as Senators, Governors, and
Judges of the high courts. But
women attained important posts

i siot by favor but as victors in
, open competition. The same prin¬
ciple should apply to women
stockholders on boards.

Mr. Emil Schram, President of
; the New York Stock Exchange,
-

put the case briefly when he told
one critic that, "He looked with
/jfavor upon stockholders organ-

. izations'

xeforms

r boards."

The proposal to set up Stock¬

holders Unions is an attempt,
. when old methods failed, to get
action along new lines to preserve

free enterprise and free govern-

. oment. When you lay the founda¬
tions of a house, you do not worry
about the colors of the shutters.

ELISHA M. FRIEDMAN

New York City
July 26, 1949 5 v.

The State oi Trade and Industry
(Continued from page 5)

July 16, 1949, sales registered a decrease of 8% from the correspond¬
ing period a year ago and for the year to date a decline of 4%.

"BUSINESS WEEK" EXPECTS SUGAR PRICE TO TAKE
"

SHARP RISE

The price of sugar is expected to take a sharp climb in the next
few weeks, according to "Business Week." The magazine says gov¬
ernment economists think the price of wholesale refined will go
irom 7.85c per pound (after discounts) to 8.10c.

"Business Week's" reasons are: (1) Hawaiian supply has been
cut off lor two months by the shipping strike; western users are

competing for eastern supplies. (2) Raw-sugar prices have inched
up over the last year from 5.05c per pound (duty-paid) to 5.90c;
producers have been taking advantage of relatively low import
quotas. Normally, wholesalers maintain a 2.25c spread and have
not passed along the rise for fear of cutting demand. (3) This is
the peak consumption period of the year.:r

CARLOADINGS ARE LOWER AGAIN FOR JULY 16 WEEK

Loadings of revenue freight for the week ended July 16, 1949,
totaled 724,100 cars, according to the Association of American Rail¬
roads. It also represents ^decrease of 167,980 cars, or 18.8% below
the correspondingjweek in 1948, and a decrease of 195,635 cars, or
21.3% under the similar period in 1947.

AUTOMOBILE AND TRUCK OUTPUT

According to "Ward's Automotive Reports" for the past week
motor vehicle production of 156,100 units almost duplicates the pre¬
vious week's production record.of 156,438 (revised) vehicles for the

i U. S. A. and Canada. Car and truck assemblies in both countries for

but "not to worry about

putting women onor

1949 to date totaled 3,612,144 units or 6|0^J51 ahead of the same
period in 1948. Chrysler Corporation is plahning to step up next
week's performance, working-six nine-houF Jays, "barring worker
resistance." Ford, General Motors and manufacturers are

expected to continue their record-breaking production.

LISTED SHARES ON N. Y. STOCK EXCHANGE PAYS 11.2%
MORE DIVIDENDS IN THE FIRST HALF-YEAR OF 1949

Despite declining production trends and industrial adjustment,
dividend payments to shareholders of common stocks listed on the
N. Y. Stock Exchange aggregated $1,853,275,000 in the first six
months of 1949, a 11.2% increase over the 1948 half-year disburse¬
ment of $1,667,147,000. TheJjExchange," official Big Board publica¬
tion, says that increases were generally distributed among the 26
industrial classifications with the exception of the aircraft group.
There were 244 common stocks paying larger dividends in the initial
six months of 1949 than in the same 1948 period, 474 listed issues
paid the same rate, 118 issuers reduced payments and 37 issues were
eliminated or deferred their dividends. Seven groups showed lower
payments. Two rubber mantifbeturing companies recorded 11.4%
decline arid food products ancLbeverage concerns were 10.4% down.
The textile classification, *the first to undergo trade readjustment,
was off only 1.2% from the first half of 1948 figure (plane manufac¬
turers and air lines), which ..registered the largest increase in dividend
payments, raising the disbursements in this category from $5,485,000
m the first half of 1948 to $14,795,000 for the same six months' period
in 1949—a 169.7% gain. Other gains included automotive stocks
up 42.6%, steel 23sj%, chemical 15%, financial 14.9%, electrical
equipment 13.6%, petroleum and natural gas 13.6%, railroad and
railroad equipment 12.9%, tobacco 12%. Five other classifications
had 5% advances.

RETAIL TRADE STEADY, WHOLESALE TRADE INCREASES,
MANUFACTURING RISES SLIGHTLY, DUN & BRADSTREET
SUMMARIZES IN ITS WEEKLY TRADE REVIEW

Retail Sales Steady — Aggressive promotions and favorable
weather helped to sustain retail dollar volume in the week enaed
Wednesday, July 21; it continued to be slightly below the high level
of the similar week last year. Consumer response to clearance sales
of seasonal merchandise was generally favorable. Shoppers continued
to seek quality goods in the lower price ranges.

Consumers' interest in apparel dipped slightly this week. Aggre¬
gate unit volume of apparel sales was close to that of a year ago.
Summer clothing was generally offered at noticeable reductions.
Among the best-selling items were women's cotton dresses and sports¬
wear, and men's shirts. Early showings of women's Fall coats and
suits appeared in "some sections; demand was generally slight.

Retail food volume was practically unchanged from that of the
previous week; aggregate dollar volume was slightly below the high
level of the comparable week last year. '

Shoppers increased their purchases of furniture and household
goods in the week ended July 21. Promotions attracted many con¬

sumers, but failed to lift total sales above the level of a year ago.
There was a slight rise in the demand for electrical appliances. *

Total retail volume in the week ended July 21 was estimated to
be from 2 to 6% below a year ago.

Wholesale Trade Increased—The total dollar volume of wholesale
orders rose slightly in the week ended July 21; it was moderately
below the high level of the comparable week in 1948. The number
of buyers attending many wholesale markets fell slightly this week,
but was noticeably above that of the similar week a year ago. Many
merchants continued to insist on prompt delivery.

Manufacturing Rose Slightly—There was a slight increase in total
industrial production in the week ended July 21; it continued to be

moderately below that of the corresponding week in 1948. Total
claims for unemployment insurance declined about 4% in the week
ended July 9; this was the second successive week in which total
claims declined. In the same week initial claims dipped 1%.

ZINC PRICE CLIMBS; LEAD STILL STRONG

The "Engineering and Mining Journal" reports that the non-
ferrous metal situation continued to show improvement last week
.with lead still strong at 14 cents, New York, and one-half cent rise
in the price of zinc, making the market price 9V2 cents, East St. Louis.

The market for domestic copper on the basis of 17Vz cents, Con¬
necticut Valley was firm for the week ending July 20, but somewhat

quieter than the preceding week. The volume of export sales was

considerably above that for domestic sales, v
In commenting on the lead situation, the article notes that some

sellers transacted future business at the average rather than on a

fixed-price basis. Sales of common lead were made on the basis of
14 cents, New York, and 13.80 cents, St. Louis. Sales for the week
totaled 9,045 tons, not including government stockpile purchases.

Major sellers of zinc have been doing a good volume of business
at the new price of Prime Western, East St. Louis, the article says.
Because of the firmness of the market at this level, sellers are limit¬
ing the amount of fixed-price business, preferring to sell on an aver¬
age-price basis.

"The increase in price was due to low inventories on the part
of consumers and the fact that the recently averted steel strike prom¬
ised uninterrupted production for the galvanizing industry," the
publication explains. "Demand for galvanized products is still strong.
The demand for die casters and brass mills has also been strong."

AMERICAN WOOLEN CO. REDUCES PRICES 4.7 TO 18.1%
A drastic price cut, for woolen materials suitable for men's cloth¬

ing, of 4.7 to 18.1% was announced by the American Woolen Co.
July 25, the world's largest manufacturer of woolen and worsted.
These cuts in all, averaging 9%, is the broadest reduction in woolen
materials for men's wear since World War I and will be duplicated
by the rest of the industry. On July 27, the company announced a
reduction of 27J/2 to 37V2 cents per yard on its 1950 Spring line of
women's wear worsted fabrics. This price cut compares with the
reduction of 22 V2 to 70 cents per yard on its 1950 line of men's wear
materials. ■

COMMODITY PRICE INDEX SHOWS LITTLE CHANGE IN
LATEST WEEK

The Daily Wholesale Commodity Price Index, compiled by Dun
& Bradstreet, Inc., closed at 238.78 on July 19, comparing with
238.65 on July 12, and with 281.71 on the corresponding date a J

year ago. V'-,7--
Grain markets were unsettled and price movements irreg- «

ular. Despite reports of deterioration in the Southwest, wheat
prices on the Chicago Board of Trade worked lower under the
influence of a heavy movement of grain in the Mid-West.

: Oats were under pressure and prices declined as offerings
increased. Corn prices showed strength, aided by light receipts ^

and small offerings from the country. The more distant futures
attracted some selling due to the prospect of* Petfortr £orn . supplies.
The drop in wheat was reflected in lower pricey for^lour. Domestic _ .

bakery flour bookings last week were only f&if fMlbwlhg the broad
buying movement of the previous week. Cocoa prices r$se sharply
during the week, reflecting a steady manufacturer;^ demand and
absence of pressure from producing areas.. Lara^rjggg^turned
upward after declining steadily for the p£St to the ~
Chicago livestock market, hog prices advanced sharply Jo the best
levels of the year, aided by light receipts. SteferS"eltfSecronly slightly
lower despite heavy marketings. , ** '*""su* & >

Fluctuations in cotton prices continued yery.-sma^l diarin'flr past
week. Spot market quotations were somewhat 'lower fop. tHe week
while futures generally trended mildly upwarcC jyth^ugh sales of _

early ginned cotton in south Texas increased ..sharply" as ^me-pew ^ -

crop movement got under way in that area, trading in» sggt^ajkets^ _.
was generally quiet. > * v ~

Reported sales in the ten spot markets amounted to 61,500 r »
bales last week, against 31,900 the previous week, and 54,100
in the corresponding week a year ago. ; "
More favorable crop news brought on sortf# {ii^Ht-t^i^fi^d^ ^ •«

liquidation but selling was not aggressive. Factors tendiqgjp.>ustaip .

futures prices were reports of increased activity ~irx,. yotton gray
goods, the expectation of heavy third-quarter«*purchas6|s 4>y^ the K •

ECA, indications that the present 90% of parity loan-bate would
je continued through 1950 and the likelihood that ther.^qn^ ,rat«- r
of cotton consumption would show less of & dearieas® froip^he May--*
figure than had been looked for. Loan repaym^t^qB-d^^W^.^
crop totalled 21,300 bales in the week ended July- 7,-
than in the two preceding weeks. This brought total • rf
for the season through July 7 to 1,395,000 bales, leqvfng a net j

Stock of 3,875,500 bales still under loan as of that date.
There was a decided' increase in activity' iff the non-ferrous^

metals markets last week.

The price of zinc was raised a half cent a., pound to 9V2
cents East St. Louis, marking the first advance since the down¬
trend began on March 23. Prices for lead and copper also registered
further advances from their recent lows^aided by sustained buying
hv industrial users. . *.??*!&&? ***by industrial users.

WHOLESALE FOOD PRICE INDEX SHOWS FURTHER RISE
IN WEEK

The Dun & Bradstreet Wholesale Food

ther rise of 3 cents this week, bringing the July 19
While the current level represents a drop of 21.8% fro«fy jte*$7
recorded a year ago, it has fluctuated within a fairly n^pwyrapge *- ^

during the past 15 weeks. * ■§ F
There was an irregular movement in individual commodities this

week. Thirteen items advanced, including corn, rye, oats, barley,

hams, bellies, lard, butter, cottonseed oil, cocoa, eggs, .steers,- and
hogs. Eight declines were as follows: flour, wheat, beefr cheese, sugar,
potatoes, rice and lambs.

The Dun & Bradstreet Wholesale Food Price Index represents
the sum total of the price per pound of 31 foods in general use. It is
not a cost-of-living index. Its chief function is to show the general
trend of food prices at the wholesale level.

ELECTRIC OUTPUT IS ON THE UP-AND-UP
The amount of electrical energy distributed by the electric light

and power industry for the week ended July 23 was estimated at
5,461,665,000 kwh. according to the Edison Electric Institute. This
represented an increase of 119,558,000 kwh. over the preceding we6k,
119,538,000 kwh. or 2.2% higher than the figure reported for the week
ended July 24, 1948, and 731,436,000 kwh. in excess of the output
reported for the corresponding period two years ago. ' ;
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Securities Now in Registration

Alabama-Tennessee Natural Gas Co.,
Florence, Ala.

July 14 filed 90,000 shares ($1 par) common stock. Price
—$9.60 a share. Underwriter — Scott, Horner & Mason,
Inc., Lynchburg, Va. Proceeds—To be used for construc¬
tion of a gas pipe line system/ ^X"."'
• Axe-Houghton Fund B, Inc.
July 22 filed 750,000 shares of capital stock ($5 par). Price
—About $14 per share. Proceeds—To be used to increase
capitalization of investment company. Underwriter—
Leffler Corp., New York.
• Bib Corp., Bartow Road, Lakeland, Fla.
July 14 (letter of notification) 20,000 shares ($10 par)
5% cumulative preferred stock and 20,000 shares ($1
par) common stock, to be sold as 20,000 units at $11 a
unit with this price allocation: $10 per share for pre¬
ferred stock and $1 per share for common; also 60,000
shares ($1 par) common stock at $1 per share. No under¬
writers. Working capital in making medical supplies in
1949-50.

Bradshaw Mining Co., Tonopah, Nev.
Oct. 8 (letter of notification) 1,500,000 shares (5c par)
common stock. Price—20 cents per share. Underwriter
—Batkin & Co., New York. To repair and renovate mine
Of company and to exercise option to purchase processing
mill and move and erect such mill on the company's
property and for working capital.
• Burd Piston Ring Co., Rockford, III.
July 18 (letter of notification) 2,500 shares common stock
(par $1), Price—About $7 per share. Underwriter—Paul
H. Davis & Co., Chicago.,
• Canady-Wiley Mfg. Co. Inc., Winslow, Ariz.
July 14 (letter of notification) 15,000 shares ($10 par)
common stock. Price, par. Underwriter — Clifford J.
Wiley of Winslow. To pay for manufacturing equipment
and operating. Office, P. O. Box 1073, Winslow, Ariz.
• Canners Finance Co., Springdale, Ark.
July 15 (letter of notification) $150,000 in $100 par value
units of pre-organization certificates. No underwriters.
"Hie certificates are to be exchanged for stock in the cor¬

poration after a letter of notification has been filed with
the SEC. Proceeds to be used as capital for the newly-
formed finance company.

Carnegie Mines Ltd., Montreal, Canada
April 27 filed 500,000 shares of common. Price—60 cents
per share. Underwriters — Name by amendment. Pro¬
ceeds — For working capital, exploration, development
and other purposes. :

• Catholic Pictures International Inc., New York
July 26 (letter of notification) 25,000 shares non-cumula¬
tive 5% preferred stock (par $10). Price, par. Produc¬
tion of moving picture telling the story of the Holy Mass
as well as all other corporate activities related thereto.
Office, 115 Broadway, New York.

Central Electric & Gas Co. (7/29)
June 29 filed 132,874 shares ($3.50 par) common stock.
Underwriters—Paine, WTebber, Jackson & Curtis and
Stone and Webster Securities Corp., New York. Price
and underwriting terms by amendment. Proceeds—to
finance an $8,400,000 expansion program for two tele¬
phone subsidiaries. ; ';1 ; / ■
• Chemical Research Corp., Detroit, Mich.
July 25 (letter of notification) 250,000 shares of common
stock (par 500). The stock will be offered—25,000 in
Canada at prevailing market price of 450-500 per share
and the balance of 225,000 shares will be purchased by
A. A. Wallace. Proceeds will provide funds with which
to bring to trial corporation's case against American
Locomotive Co. <;

Chicago Pump Co.
June 20 (letter of notification) 29,000 shares of 70-cent
cumulative preferred stock. Price—$10 per share. Under¬
writer—Straus and Blosser, Chicago. To retire an interim
loan of $250,000. Office, 2336 Wolfram Street, Chicago.

Citizens Credit Corp., Washington, D. C.
June 22 (letter of notification) 2,800 shares of Class A
common stock ($12.50 par) , and 1,400 shares (250 par)
Class B common stock. To be offered in units of two
shares of Class A and one of Class B stock for $29.75 per
unit. Underwriter—Emory S. Warren & Co., Washington,
D. C. Proceeds—General corporate purposes, including
establishment of a small loan office in Mt. Rainier, Md.

Clarostat Mfg. Co., Inc., Brooklyn, N. Y.
Aug. 26 (letter of notification) 37,400 shares of 500
cumulative convertible preferred stock. Underwriter-
Cantor, Fitzgerald & Co., Inc., New York. Price—$8 per
share. Working capital, etc. '

• INDICATES ADDITIONS SINCE PREVIOUS ISSUE

• Clover Mining Co., Cheyenne, Wyo.
July 19 (letter of notification) 12,000 shares of common
capital stock. Price—$1 per unit. No Underwriters. To
develop mining claims. Office, 408 Boyd Bldg., Che¬
yenne, Wyo. i * ' * ,

• Columbia Gypsum Products,
Bremerton, Wash. * /./

July 15 (letter of notification)'915,000 shares ($1 par)
common stock. Price, par. Underwriter, none. Equip¬
ment and development of gypsum mining claims. Office,
40 Harrison Bldg., Bremerton, Wash.
• Committee For Industry, Inc., Hoosick Falls,

New York

July 22 (letter of notification) 2,000 shares of common
stock (par $50). Price, par. No underwriting. Strictly a

community project to improve conditions of community.

• Conditioned-Aire Corp., Alexandria, Va.
July 14 (letter of notification) 99,833 shares of 6% cumu¬
lative convertible preferred stock ($3 par) and 50,000
warrants to purchase 50,000 shares (par 10c) common
stock at one cent per warrant. Price of preferred, par.
Underwriters—The First Guardian Securities Corp., New
York. Proceeds—To provide additional working capital
for manufacturing and sales of air conditioning equip¬
ment.

Consolidated Caribou Silver Mines, Inc.
March 30 filed 376,250 shares (no par) common stock.
Price—$2.50 per share. An additional 50,000 shares will
be sold to the underwriter at $1 per share for invest¬
ment. Underwriter—William L. Burton & Co.; New
York. Proceeds—To develop mining properties. Tem¬
porarily postponed. ; !

• Consolidated Engineering Corp.,
Pasadena, Calif.

July 18 (letter of notification) 400 shares ($1 par) com¬
mon stock. Price—$5 a share. Underwriter, none. Work¬
ing capital. Office, 620 North Lake Ave., Pasadena, Calif.

Cooperative G. L. F. Holding Corp., Ithaca, N. Y.
June 29 filed 44,088 shares 4% cumulative preferred
stock. Offering—To be offered at $100 to farmer and
non-farmer patrons of the G. L. F. Exchange and its*
affiliates. Underwriting—None. Proceeds—To replenish
working capital.

Cooperative Grange League Federation
Exchange, Inc., Ithaca, N. Y.

June 29 filed 1,200,000 shares ($5 par) common stock.
Offering—To be sold to members and farmer patrons.
Underwriter—None. Proceeds—To be added to working
capital and used for general corporate purposes, includ¬
ing payment of $12,693,000 in loans to an affiliate, Co¬
operative G. L. F. Holding Corp.
• Corporate Leaders of America, Inc.
July 26 filed $10,000,000 of Corporate Leaders Trust Fund
Certificates, Series "B" (periodic payment), and $250,-

' 000 of Corporate Leaders Trust Fund Certificates, Series
"B" (single payment). Underwriter—Corporate Leaders
Sales Co., Inc., New York. Proceeds—For investment.
• Eastern Footwear Corp., Dolgeville, N. Y.
July 15 (letter of notification) 135,620 shares 4% non-

cumulative class A preferred stock (par $1), 1,055 shares
4% non-cumulative class B preferred (par $100) and
105,500 common shares (par $1) reserved for conversion
of class B preferred. Company will offer 135,620 shares
class A preferred and 1,055 shares class B preferred in
exchange for notes and other evidences of, indebtedness,
aggregating $241,120.

Economy Forms Corp., Des Moines, Iowa
June 27 (letter of notification) 7,500 shares of preferred
stock, of which 6,000 shares will be publicly offered and
1,500 shares will be offered to officers and employees
without underwriting. Price—$25 per share to public,
$23.75 per share to employees. Underwriters — T. C.
Henderson & Co. and Wheelock & Co., Des Moines,
Iowa. To buy additional equipment, plant additions, etc.

Emerson Radio & Phonograph Corp.
June 7 filed 235,000 shares of capital stock. Underwriter
—F. E'oersladt & Co., Inc. The terms and price of the
offering have not yet been ' determined, but the stock
will not be sold below the market price on the New York
Stock Exchange at the time of the offering. Proceeds—
The shares to be sold are from holdings of Mrs. Benjamin
Abrams, Mrs. Max Abrams and Mrs. Louis Abrams, wives
of principal officers and directors of the company, and
do not involve new financing by the company. Following
sale of the shares, the Abrams family will own approxi¬
mately 25% of the company's 800,000 shares of common
stock. -
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shares plus unsubscribed shares of the new commonl
Offering price of class A $5. Proceeds—To complete
an ocean ferry, to finance dock and terminal facilities,
to pay current obligations, and : to proviae working
capital. v ' • S.-;-■

Hawaiian Electric Co., Ltd., Honolulu
June 21 filed 150,000 shares of series E cumulative ($20
par) preferred and 50,000 shares of ($20 par) common;
Offering—Preferred will be offered to preierred holders
at l-for-3 rate and common will be offered to common

stockholders at l-for-9 rate. Underwriters—Dillon, Read
& Co. Inc. and Dean Witter & Co. will buy unsubscribed
preierred; unsubscribed common will be sold either at
public auction or to the underwriters. Proceeds—To pay
off short-term promissory notes and to carry merchan¬
dise inventories and receivables or to replenish treasury;
funds. The balance would be used for other corporate
purposes or construction.

Heidelberg Sports Enterprises,: Inc., « j
Pittsburgh, Pa. ' / >

June 25 filed 5,000 shares of class B common stock (par
$100). Price—$100 per share.. Underwriter—None. Pro-'
ceeds—$600,000 to be used for spectator grandstand and
balance for related purposes. , . , , ;

Horwood Lake Gold Mines Corp. < / i
Dec. 27 (letter of notification) 100,000 shares of capital
stock. Price—$1 per share. Underwriter—Charles W.
Warshoff & Co., Newark, N. J. For development ol
mining properties.

Idaho-Montana Pulp & Paper Co., Poison, Mont*
Nov. 23 (by amendihent) 180,000 shares ($10 par) com-,
mon stock to be offered at $10 per share and 20,020
shares to be issued in exchange for $170,200 first mort¬
gage bonds. Underwriter—Tom G. Taylor & Co., Mis-;
soula, Mont. Proceeds—To erect and operate a bleached
sulphate pulp mill with a 200-ton per day capacity, m ? '
• Iowa Southern Utilities Co. of Del. <

July 26 filed 80,000 shares of cumulative preferred stock,
($30 par), convertible on or before June 1, 1959. Under¬
writer—The First Boston Corp. Proceeds—For construc¬
tion. - *-j

Kaman Aircraft Corp., Windsor, Locks, Conn*!
May 23 filed 170,456 shares of class A non-voting com¬
mon stock (10c per share non-cumulative dividend) and
11,362 shares of class B voting common stock. Price,
$5.50 per share. Underwriter—None. Purpose—To ac¬

quire machinery, tools and equipment; to buy land and
buildings; to produce 30 helicopters and accessories; "to
complete engineering changes; to setup- sales and serv¬
ice departments; and to train service personnel.

Keller Motors Corp., Huntsville, Ala.
May 10 filed 5,000,000 shares (30 par) common. Under-;
writer—Greenfield, Lax & Co., Inc., New York. Price—
$1 per share. Proceeds—For plant facilities, equipment
and working capital to manufacture a low-priced,
medium-sized station wagon.

• Lee-Norse Co., Charleroi, Pa.
July 25 (letter of notification) 786 shares 6% cumulative
preferred stock (par $100) and 786 shares of common
stock (par $1). To be offered to stockholders and out¬
siders, the preferred at par and the common at $20 per
share, vi No underwriting. Liquidate debt and increase
working capital. % \
• Little Queen Mines, Inc., Atlanta, Idaho/'
July 15 (letter of notification) 725,000 shares of partici¬
pating common stock and 275,000 shares of common stock:
(par 10c). Price, par. No underwriters. Continued min¬
ing development. . a
• MacFarlane's Candies, Oakland, Calif.
July 18 (letter of notification) 9,545 shares ($1 par)|
common stock. Price—$9 per share. Underwriter—Ste¬
phenson, Leydecker & Co., Oakland, Calif.

Maracaibo Oil Exploration Corp.
June 30 (letter of notification) 49,500 shares of capital
stock (par $1). Price—$5 each. Offering — Offered fori
subscription by stockholders of record July 13 in ratio
of one new share for each eight shares held. Rights ex-j
pire Aug. 9. Underwriter, none but Alfred J. Williams,|
President, has agreed to exercise rights to buy 1,487
shares and his wife 651 shares, to which their holdings
entitled them. Mr. and Mrs. Williams will buy 17,862
more shares if other stockholders don't buy this much.
Proceeds—To develop properties in Louisiana, Texas and
Kansas. : '■/ * * -'• ';'W.<■"/:' ' "2 j

Maumee Oil Corp., Toledo, Ohio
May 12 filed 8,000 shares (no par) common, of which

• Fowler Farm Oil Corp., Fort Worth, Texas
July 14 (letter of notification) 100,000 shares ($1 par)
common stock.- Price, par. No underwriters. To com¬

plete an oil and gas test well. Office, 367 Majestic Bldg.,
Ft. Worth, Texas.
• Great Western Oil Co., Denver, Colo.
July 15 (letter of notification) 10,000 shares ($10 par)
capital stock. Price, par. No underwriters. Oil develop¬
ment.

. Office, 719 Mining Exchange Bldg., Denver, Colo.
Gulf Atlantic Transportation Co., Jacksonville,

Florida

May 31 filed 620,000 shares of class A participating ($1
par) stock and 270,000 shares (25c par) common stock.
Offering—135,000 shares of common will be offered for

subscription by holders cn the basis of one-for-two at
25 cents per share. Underwriters—Names by amendment,
and may include John J. Bergen & Co. and A. M. Kidder i M
& Co. Underwriters will buy the remaining 135,000
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NEW ISSUE CALENDAR 7V

July 29, 1949
Central Electric & Gas Co.__ Commm
Worcester County Electric Co —— Bonds'

August 2, 1949
2" Wheeling & Lake Erie Ry.__ -—Bonds

August 9, 1949
Missouri Pacific -Equip. Trust Ctfs.

J Northern States Power Co. (Minn.) -Bonds

August 10, 1949 :
i Pennsylvania Power & Light Co Preferred
International Great Northern RR Eqp. Tr. Ctfs.
St. Louis Brownsville & Mexico Ry.—Eqp. Tr. Ctfs.

August 23, 1949
California Oregon Power Co.____ Bonds

- September 8, 1949
Indiana Harbor Belt RR Equip. Trust Ctfs.

only about 2,614 shares will be offered publicly at $100
per share. No underwriter. For general working cap¬
ital. SEC held hearing June 6 to determine whether
a stop order should be issued suspending the effective¬
ness of the registration statement.

New Jersey Power & Light Co.
June 9 filed 20,000 shares ($100 par) cumulative pre¬
ferred stock. Underwriters—Names to be determined

through competitive bidding. Probable bidders: Kidder,
Peabody & Co.; Smith, Barney & Co.; W. C. Langley &
Co.; Lehman Brothers. Proceeds—Will be applied to the
payment of the cost of, or in reimbursement of payments
made for, construction of additions and betterments sub¬
sequent to April 30, 1949. Sale deferred until later this
year. ' . ,

New York & Cuba Mail Steamship, New York
June 17 filed 190,125 shares of 5.6% cumulative preferred
($25 par) stock, which Atlantic Gulf and West Indies
Steamship Lines is offering in exchange for its own
preferred (5% non-cumulative $100 par) at the rate of
one Atlantic share for three shares of Cuba Mail pre¬
ferred plus $25 in cash. No underwriting.
©,>• Nilsen Television Corp., New York
July 22 (letter of notification) 2,000 shares 6% cumula¬
tive convertible preferred stock (par $25) and 5,000
shares of common stock (250 par). To be offered in units
of one preferred and common shares at $25,625 per
unit.; No underwriting. Working capital requirements.
Office, 11 East 31st Street, New York.
i%Northern States Power-Co. (Minn.) (8/9)

July 8 filed $15,000,000 first mortgage bonds, series due
Aug. 1, 1979. Underwriters—To be determined through
competitive bidding. Probable bidders: Halsey, Stuart &
Co, Inc.; Lehman Brothers and Riter & Co. (jointly);
Equitable Securities Corp.; Merrill Lynch, Pierce, Fen¬
ner & Beane; Union Securities Corp.; Glore, Forgan &
Co.; Smith, Barney & Co. Proceeds—Will provide part
of the new capital needed for company's construction
program. Expected Aug. 9.

O-Cel-O, Inc.
July 13 (letter of notification) 12,500 shares of common
stock, (par $1). Price—$6 per share. To be offered for
subscription by stockholders. Underwriting, none. In¬
crease capital. Office, 1200 Niagara St., Buffalo, N. Y.

Oil, Inc., Salt Lake City, Utah *
May 19 4-(letter of notification) 172,690 common shares
(par $1). Price, par. Underwriter—Waldron & Co., San
Francisco, Calif. To drill arid equip five wells, working
capital, etc. ". J -

• O. K. Ko-Op Rubber Welding System,
Littleton, Colo, v'-y

July 19 (letter of notification) 300 shares of participat¬
ing member shares (par $1,000).' Price, par. No under¬
writers. Sales to be restricted to franchised operators of
the rubber welding system. Operating capital. v ;;:

Palestine Cotton Mills, Ltd., Tel Aviv, Israel
June 29 filed 300,000 ordinary (common) shares, one
(Israeli) pound par value. Underwriter—The First Guar¬
dian Securities Corp., New York. Price—$5 each. Pro¬
ceeds—To expand weaving facilities.

, Pennsylvania Power & Light Co. (8/10)
July 20 filed 75,000 shares of 4%% cumulative preferred
stock (par $100). Underwriters—The First Boston Corp.
and Drexel & Co. Proceeds—Money will be added to
general funds and will be used in company's construc¬
tion program.

1 Power Petroleum Ltd., Toronto Canada
April 25 filed 1,150,000 shares ($1 par) common of which
1,000,000 on behalf of company and 150,000 by New York
Co., Ltd. Price—50 cents per share. ; Underwriters—
P. G. Cranwell & Co., New York. Proceeds—For admin¬
istration expenses and drilling. Statement effective
June 27.

> Rainbow Onyx Co., Albuquerque, N. M.
July 18 (letter of notification) 80,000 shares ($1 par)
common stock. Price, par. No underwriter. Mining and
manufacture of onyx.

Renaissance Films Distribution, Inc.,
Montreal, Que.

Oct. 29 filed 40,000 shares (par $25) 5% cumulative
convertible class B preferred stock and 10.000 shares of
C stock (no par). Underwriting—None. Offering—ClasE
B preferred will be offered at $25 per share with one
Share of class C given as a bonus with each 4 shares of
class B purchased. Proceeds—To pay balance of current
liabilities and working capital.

• Southern Wholesalers, Inc., Jackson, Miss.
July 18 (letter of notification) 1,000 shares of first pre¬
ferred 6% cumulative (par $100). Price, par. Not under¬
written, but to be offered principally through Edward S.
Lewis & Co. of Jackson, Miss. Operating capital for
wholesale hard goods business. *

, ,

Spring Coulee Perpetual Royalty Trust,
■

w... .Alberta, Canada 1 ■

June 30 filed 1,120 units of non-producing landowners
royalty trust certificates, at $247.50 a share., Under¬
writer—Thomas G. Wylie Co., New York City. Proceeds
—For development purposes. , ::

• Stevens Stephens Co., Inc., : 7
Oklahoma: City, Okia.

July 12 (letter of. notification) 22,000 shares of capital
stock ($10 par). Price, par. No underwriters. Oil and
gas development. Office, 508 N. W. 20th St., Oklahoma
City, Okla.

Suburban Gas Service, Inc., Ontario, Calif.
March 31 (letter of notification) 4,000 shares ($25 par)
series B preferred and 20,000 shares ($1 par) common—
issuable upon conversion of preferred. Price—Preferred
$25 per share. Underwriters—Wagenseller & Durst, Inc.,
and Lester & Co. To buy Antelope Liquid Gas Co.

Sudore Gold Mines Ltd., Toronto, Canada
June 7 filed 375,000 shares of common stock. Price—$1
per share (U. S. funds). Underwriting—None. Proceeds
—Funds will be applied to the purchase of equipment,
road construction, exploration and development.:

Trenton Chemical Co., Detroit, Mich.
March 30 filed 131,841 shares 6% cumulative convertible
class B preference ($2 par). Underwriters—Straus &
Blosser, Chicago,; Carr & Co., Detroit^and Lester & Co.,
Los Angeles. Proceeds—To build cheriiical plant and to
replace working capital used for capital additions. %
; ^ Mrs. Tucker's Foods, Inc., Sherman, Texas
Nov. 26 filed 200,000 shares of common stock (par $2.50)
of which 80,000 will be sold by the company and 120,000
shares by certain stockholders. Underwriter—Rauscher,,
Pierce & Co., Inc., Dallas, Texas. Proceeds—For general
corporate purposes, 7'77': 7v.777. 7'7

U. S. Rubber Reclaiming Co., Inc., New York
June 29 (letter of notification) $100,000 5% notes, 1,000
options to purchase 15,000 shares of convertible cumu¬
lative preferred stock and 15,000 shares of convertible
cumulative preferred stock. Notes will be offered at
par and interest for subscription by stockholders and
Ladenburg, Thalmann & Co. and Milton Dammann, as
underwriters, will purchase and hold as investment any
notes not taken by stockholders. Each $100 unit will
carry an option to purchase 15 shares of convertible
cumulative preferred stock at $6 per share. Subscrip¬
tions to note are payable before .3 p.m., Aug. 15, next.
Prot^ed^ for working^capital:**/4 ' * * 4 v.

Upper Peninsula Power Co.
Sept. 28 filed 200,000 shares of common stock (par $9)
Underwriters — Names to be determined through com¬
petitive bidding. Probable bidders include Kidder, Pea-
body & Co., Merrill Lynch, Pierce, Fenner & Beane and
Paine, Webber, Jackson & Curtis (jointly). Proceeds-
Will go to selling stockholders. Consolidated Electric &
Gas Co. and Middle West Corp. will sell 120,000 sharej
and 34,000 shares, respectively; Copper Range Co., 34,000
shares and several individual owners 11.200 shares.
• Victory Divide Mining Co., San Francisco, Calif.
July 15 (letter of notification) 1,400,000 shares of com¬

mon, non-assessable stock with the first 500,000 shares at
15 cents and the second 500,000 shares at 20 cents. No
underwriters. Mining equipment. Office, Room 408, 163
Sutter St., San Francisco. "v. ; '
• Weaver Bros. Inc. of Maryland, Baltimore
July 15 (letter of notification) 2,890 shares ($100 par)
6% cumulative preferred stock. Price, par. No under¬
writers. Interim financing in mortgage loan business.
Office, O'Sullivan Bldg., 10 Light St., Baltimore, Md.

Western American Life Insurance Co., Reno
March 30 filed 12,500 shares ($10 par) common stock.
Price—$40 each. Underwriter—To be named by amend¬
ment. Proceeds—To qualify the company to sell life in¬
surance in any state.

Western Oil Fields, Inc., Denver, Colo.
May 19 (letter of notification) 800,000 shares of common
capital. Price, 250 per share. Underwriter—John G.
Ferry & Co., Denver, Colo. For working capital and
drilling of wells.

Worcester County Electric Co. (7/29)
June 10 filed $5,500,000 of first mortgage bonds, series
A, due July 1, 1979. Underwriters—Issue awarded to
Halsey, Stuart & Co. Inc. July 27 on a bid of 100.31 for
2%s. Offering at 100.75 on July 29. Proceeds—To be
applied to payment of bank borrowings ($4,950,000) and
for construction or to reimburse company for previous
construction outlays.

Prospective Offerings S
• American Gas & Electric Co.

July 27 reported four investment banking groups are
forming syndicates to submit competitive proposals for
the underwriting of company's proposed offering of
500,000 additional common shares. The groups are:
Union Securities Corp.; The First Boston Corp.; Dillon,
Read & Co. Inc.; Blyth & Co., Inc., and Goldman, Sachs
& Co. (jointly). The shares will first be offered, about
Oct. 1, for subscription by company's stockholders, in
the ratio of one new share for each nine held.

• Appalachian Electric Power Co.
July 23 reported company expects to sell, probably after
the turn of the year, $30,000,000 in new first mortgage

bonds. Probable bidders include: Kuhn, Loeb & Co. and
Union Securities Corp. (jointly); Harriman Ripley &
Co. Inc.; The First Boston Corp.; Halsey Stuart & Co.
Inc.

Arkansas Power & Light Co.
June 29 reported company plans sale in September of
$8,700,000 bonds. Probable bidders: Halsey, Stuart &
Co. Inc.;, The First Boston Corp.; White, Weld & Co.;
Lehman Brothers and Stone & Webster Securities Corp.
(jointly); Equitable Securities Corp.
©" Atlas Aircraft Corp.
The California Commissioner of Corporations has ap¬
proved corporation's application for authorization" to
issue and sell 200,000 snares of ($5 par) stock. Only
38,000 shares will be offered to thd public, the remainder
having been either subscribed or earmarked for dealers
or personnel of the company, it was stated. • !
• Brooklyn Borough Gas Co.
The New York P. S. Commission announced July 26

that it has authorized the company to issue 10,000 shares
of preferred stock (par $100). Proceeds are to be used
used to pay off $300,000 of short-term bank loans and
construction. The new stock- is to bear dividends at
the rate of 4.4%. ' " • " ' " !

© California Oregon Power Co. (8/23)
July 26 reported company plans sale of $7,000,000 first
mortgage bonds. Probable bidders: Halsey, Stuart &
Co. Inc.; Merrill Lynch, Pierce, Fenner & Beane and
Kidder, Peabody & Co. (jointly); Lehman Brothers;
Shields & Co. and E. H.; Robins & Sons (jointly>; Blyth.
& Co., Inc. and The First Boston Corp., (jointly); Harri¬
man Ripley & Co. Bids expected Aug. 23.
• California Oregon Power Co. '
The California P. U. Commission exempted from com¬

petitive bidding a proposed issue of 250,000 additional
common shares. Proceeds from sale would be used to re¬

pay loans and for expansion. Probable-underwriters:
Blyth & Co., Inc., and The First Boston Corp. . -

© Commonwealth Natural Gas Corp.
July-22 company advised the FPC that it proposed
construction of 200-mile pipe line would be financed
tnrough sale of securities by Scott & Stringfellow, Rich¬
mond, Va. VV'';'7-^7 '* '■7 v";' ' 'v7,7--?''.

Cornucopia Gold Mines, Spokane, Wash.
Common stockholders of record June 30 will be given
the right to subscribe for an aggregate of 191,500 addi¬
tional shares (par 50) in a l-for-5 ration at approxi¬
mately 27 V2 cents per share. Rights will expire Sept. 13
and are exercisable at office of Old National Bank of

Spokane. V7:»;7"';::>- '■■'y'/:' 7v *' 7
© Gas Service Co. - -W. ■
July 23 reported company (subsidiary of Cities Service
Co.) is preparing to file with the SEC a registration
Statement" covering $18,000,000 25-5^ar first mortgage
bonds. It is expected that the issue will be ready for
the market in September. '

Indiana Harbor Belt RR. (9/8) : ;

July 18 reported company expects' to sell September 8
$2,970,000 10-15 year equipment trust certificates. Prob¬
able bidders: Halsey, Stuart & Co. Inc.; Salomon Bros.
& Hutzler; Harris, Hall & Co. (Inc.); Harriman Ripley
& Co. and Lehman Brothers (jointly). . " 7
• Indianapolis Power & Light Co. »

July 23 reported company may be in market in Sep¬
tember with a $32,000,000 bond issue, the proceeds to
refund outstanding 3V4S. Probable bidders include:
Halsey, Stuart & Co. Inc.; Lehman Brothers; Goldman,
Sachs & Co. and The First Boston Corp. (jointly); Blyth
& Co., Inc.; W. C. Langley & Co. and White, Weld & Co.
(jointly). ;7-'7V";- 7 : ,'/77

International Bank for Reconstruction &

Development :7r--V7v>.
July 13 loans now under consideration by. the Bank total
about $100,000,000 and the institution is thinking of
offering a new bond issue in that amount sometime
after the turn of the year, Eugene R. Black, the Bank's
President, disclosed. The management, Mr. Black said,
is considering the advantages of,/offering the..issue
through competitive bidding, rather than through direct
allotments to dealers, the method employed in earlier
financing. '' . :
© • International-Great Northern RR. (8/10)
July 26 reported company is expected to open bids
Aug. .10 for the sale of $1,710,000 equipment trust cer-

* tificates, , Probable bidders; Halsey, Stuart & Co. Inc.;
Harris,> Hall & Co. (Inc.); Salomon Bros. & Hutzler;
Harriman Ripley & Co. and Lehman Brothers (jointly).

Iowa Power & Light Co.
- May 12 reported company, may be in .the market this
year with $7,500,000 first mortgage bonds and $3,000,000
common stock, the latter to be sold to United Light &
Rys. Co. (parent). Bidders for bonds may include
Halsey, Stuart & Co. Inc.; Salomon Bros. & Hutzler;
Kidder, Peabody & Co.; Lehman Brothers; Blyth & Co.,
Inc.; W. C. Langley & Co., and Union Securities Corp.
(jointly); The First Boston Corp.; Glore, Forgan & Co.,
and A. G. Becker & Co. (jointly); Harriman Ripley &
co. v 7

Iowa Southern Utilities Co.
Aug. 9 stockholders will vote on creating an issue of
$3,000,000 cumulative preferred stock and increasing the
authorized common from 360,000 shares to 560,000. Com¬
pany plans to sell as much of the preferred issue as "can
be marketed on advantageous terms." Probable under¬
writer: The First Boston Corp.
• Missouri Pacific RR. (8/9)

July 22 reported company probably, will be in the mar¬
ket about Aug. 9 with an offering of $5,025,000 in equip-,
ment trust certificates. Probable bidders: Halsey, Stuart

(Continued on page 38)
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. (Continued from page 37)
& Co. Inc.; Salomon Bros. & Hutzler; Harris, Hall & Co.
(Inc.); Harriman Ripley & Co. and Lehman Brothers
(jointly). ■ .'>•/ ." •/ V: V

Montana-Wyoming Gas Pipe Line Co.
July 1 this company, recently organized, will be pub¬
licly financed, to build a pipe line costing $8,000,000,
to oring gas from the Worland (Wyo.) Unit Area, being
developed by Pine Oil Co., into markets now being
served by Montana-Dakota Utilities Co. in eastern Mon¬
tana, western North Dakota and the Black Hills region

*"Ol western South Dakota. Montana-Dakota Utilities Co.
will "lease and operate the facilities. Company proposes
to sell $6,000,000 3%% first mortgage bonds. Probable

^underwriters: Blyth & Co., Inc.; Merrill Lynch, Pierce,
Fenner & Beane.

New England Gas & Electric Association
— Company proposes to offer to the holders of its outstand-
-

ing 1,246,011 shares of common stock, 124,601 shares of
— additional common stock on the basis of one share of

the additional common stock for each 10 shares of com¬
mon stock held. The offer will be made through rights
issued to the stockholders. Existing shareholders will
also be given the privilege to subscribe for any number
of additional shares not subscribed for through the
exercise of the rights, subject to allotment on a pro rata
basis. The proceeds will be used to retire $1,250,000 prin¬
cipal amount of short term bank notes of NEGEA and
the balance will be set aside for the acquisition of addi¬
tional common stock of subsidiaries. Probable under¬
writers: The First Boston Corp., Harriman Ripley & Co.

Pacific Power & Light Co.
June 28 company contemplates the issuance by Nov. 15,
next, of approximately $7,000,000 additional first mort¬
gage bonds to retire outstanding notes and to finance
its construction program. Probable bidders: Halsey,
Stuart & Co. Inc.; Blyth & Co., Inc.; Kidder, Peabody &
Co.; W. C. Langley & Co. and The First Boston Corp.
(jointly); Union Securities Corp., Equitable Securities
Corp. and Salomon Bros. & Hutzler (jointly).

Rochester Gas & Electric Corp.
July 11 General Public Utilities Corp. applied to the
SEC for authority to dispose of its stock interest in the
Rochester Gas & Electric Corp. GPU stockholders would
be offered prior subscription rights to the Rochester
stock now outstanding, GPU would cause Rochester to
Gas stock. As owner of all 775,914 shares of Rochester
reclassify the stock into 835,000 shares at a stated value
of $24 a share. Details of the proposed distribution of
the 835,000 shares, including the record date, subscrip¬
tion price and other terms are to be supplied by amend¬
ment. Unsubscribed shares would be ottered tor public
sale. Company may offer through dealer-manager
(probably The First Boston Corp.)
• St. Louis Brownsville & Mexico Ry. (8/10)

July 26 reported company is expected to open bids
Aug. 2 for the sale of $1,020,000 equipment trust cer¬

tificates. Probable bidders: Halsey, Stuart & Co. Inc.;
Salomon Bros. & Hutzler; Harris, Hall & Co. (Inc.);
Harriman Ripley & Co. and Lehman Brothers (jointly).

Telluride Power Co., Salt Lake City
July 8 FPC authorized company to issue 3,000 shares
(par $100) 6% preferred stock, to be offered for sub¬
scription by stockholders at par. Any unsubscribed stock
is to be sold without limit to stockholders and employees.
Proceeds for construction. ' • i
• Virginia Natural Gas Co.
The company's proposed construction of natural gas

pipe line, costing $5,377,972, would be financed through
sale of securities either through a public offering, pri¬
vate sale, or combination of both.

Western Maryland Ry.
July 16 reported refinancing of company's outstanding
first mortgage 4% bonds, due Oct. 1, 1952, is receiving
attention. Whether to await the maturity of the bonds
and refinance on the best terms then available, or now
to offer lower term bonds to existing holders for volun¬
tary exchange and in that manner retire a large part of
the bonds at this time, is a question that is receiving
careful attention.

Wheeling & Lake Erie Ry. (8/2)
July 11 company asked ICC permission to sell competi¬
tively $6,870,000 series B general & refunding mortgage
bonds, dated Aug. 15, 1949, due Aug. 15, 1974. Probable
bidders: Halsey, Stuart & Co. Inc.; The First Boston
Corp. and Kidder, Peabody & Co. (jointly); Harriman
Ripley & Co.; Salomon Bros. & Hutzler; Shields & Co.
and Harris Hall & Co. Inc. (jointly). Bids—Bids for pur¬
chase of the bonds will be received at company's office,
Cleveland, up to noon Aug.c2^_

Hails New Federal Reserve Policy
£***&■ leading article in the current issue of "The Guaranty Sur-

• V ■ vey," monthly publication of the Guaranty Trust Company of New
*

* York, the recent announcement of a change in policy of the Federal
~-Reserve System is hailed as giving hope that from now on the nation
**WiH*have a central bank policy aimed at stabilization of the economy |
as-a whole, rather than one section of it. According to the article:
"A new phase of central-bank ~ ~~ 7~

V ; policy for the United States was ance swings again toward the m-
inaugurated on June 28, when the Hationary side.
Federal Open Market Commit¬
tee of the Federal Reserve Sys¬
tem issued the following state¬
ment: j
"

'The Federal Open Market

"On its face, the Committee's
statement leaves room for the in¬
ference that such restraint will be
attempted—in other words, that
che wartime policy of maintain-

Committee, after consultation inS rigid stability in the Govern-
with the Treasury, announced to¬
day [June 28] that with a view
to increasing the supply of funds
available in the market to meet
the needs of commerce, business,
and agriculture it will be the pol¬
icy of the Committee to direct
purchases, sales, and exchanges
of Government securities by the
Federal Reserve Banks with pri¬
mary regard to the general busi¬
ness and credit situation. The pol-

~

icy of maintaining orderly condi¬
tions in the Government security
niarket and the confidence of in¬

vestors in Government bonds will
be continued.;Under present con- ... , . ,x ., ,

ditions the maintenance of a rela- rorttee has left itself (as it prob-
tively fixed pattern of rates has intended to do) considerable
the undesirable effect of absorb- | latltude in the choice of specific
ing reserves from the market at cou*"ses of actlon under varying
a time when the availability of conditions. Read as a whole, how-
credit should be increased.'

ment bond market will be relaxed
in favor of a policy aimed at
greater stability in > commodity
prices and business in general. If
ihis is the case, and if the experi¬
ment proves successful, a signifi-

! cant step toward healthier eco¬

nomic conditions will have 'been
.aken.

War and Postwar Credit
Conditions

"The wording of the statement
has been criticized in some quar¬
ters as ambiguous. Certainly dif¬
ferent implications can be read
into different parts, and the Com-

u>

\.±

Meaning of the Announcement

"The Committee's statement in¬
dicated that its primary endeavor,
henceforth would be to increase
the supply of funds available to
meet the needs of business, rather
than continue to maintain a rela¬
tively fixed pattern of interest
rates on Government obligations
through the sale of such secu¬

rities, a policy which had the ef¬
fect of, withdrawing funds from
the money market. Under the in¬
flationary conditions that existed
until about seven months ago, the
pattern of rates was maintained
by purchases rather than sales,
and the statement of the Com¬
mittee derives a large part of its
interest and potential importance
from the possibility that it may
imply abandonment or modifica¬
tion of the former policy of main¬
taining a relatively fixed pattern
of rates in inflationary as well as
deflationary situations. The exact
nature of the new policy, espe¬
cially in its longer-term aspects,
has been a subject of considerable
discussion in financial circles
since the statement was issued.
For the immediate future, the
change seems to point clearly in
the direction of 'easier' money.
The main question is whether
this supposedly expansionary in¬
fluence will be followed by cor¬

respondingly greater credit re¬

straint when the economic bal-

ever, the announcement must in
fairness be interpreted as indicat¬
ing at least a temporary and per¬
haps a permanent shift of em¬

phasis toward greater flexibility
and a broader objective of cen¬
tral-bank policy.
"The meaning of the change

must of course be judged in the
light of the existing credit situa¬
tion and background.; The 'rela¬
tively fixed pattern of rates' on

Government securities was 4 a

holdover from the war period,
when every other financial con¬
sideration was necessarily subor¬
dinated to the Government's
need for money. To help supply
this need, the Federal Reserve
banks poured reserve funds into
the money market by increasing
their holdings of Government se¬
curities from about $2 billion at
the beginning of 1942 to $24 bil¬
lion at the end of 1945. On the
reserve base thus created, com¬
mercial and savings banks were
able during, the same period to
absorb a net amount of nearly
$76 billion in Government secu¬

rities without any general rise in
rates.

"The modification of the war¬

time rate pattern has taken place
by degrees. In July, 1947, the
Federal Reserve banks abandoned
the policy of buying Treasury
bills at a fixed rate of %% and

terminated the repurchase option
on such bills, with the result that
the rate rose immediately to % %

and continued to advance grad¬
ually to approximately 1.16% just
b e f o r e the announcement of
the new open-market policy last
month. Since the latter part of
1947 the yield on Treasury cer¬
tificates of indebtedness has risen
at a rate roughly equivalent to
the advance in the yield on bills.

Effects of Inflation and Deflation
"In the closing weeks of 1947

the market for longer-term Gov¬
ernment securities began to feel
the effects of large-scale selling,
reflecting a general rise in yields
on State, municipal and corpora¬
tion bonds, combined with an in¬
creasing volume of new bond is¬
sues, a growing amount of urban
mortgages, and an expanding de¬
mand for commercial credit. The
Federal Reserve** banks and the
Treasury purchased large amounts
of Government bonds in order to

support the long-term 2J/2% rate.
On December 24 the Open Market
Committee reduced its buying
prices for bonds, allowing yields
on some maturities to rise above
the wartime levels. To maintain
even this modified rate pattern,
it was necessary for the Reserve
banks to increase their bond hold¬

ings from less than $1 billion in
the latter part of 1947 to more

than $11 billion a year later. No
great increase in total security
holdings resulted, however, be¬
cause bond purchases were large¬
ly offset by declines in holdings
of short-term obligations.
"That was a period when infla¬

tionary forces were clearly in the
ascencjancy, and the propriety
of holding Federal Reserve credit
outstanding at a level between
$20 billion and $25 billion at such
a time became a subject of active
controversy. Critics of the exist¬
ing policy argued that a compara¬
tively small decline in Federal
Reserve security holdings would
be sufficient to wipe out excess
bank reserves, stop the expansion
of bank credit, and check the rise
in prices. To bring this about,
however, would have meant aban¬
doning support of the Govern¬
ment bond market, a step that
Federal Reserve authorities were

not prepared to take, partly be¬
cause some leading members of
the Administration contended that
there was a moral obligation to
protect security holders against
loss of money loaned to the Gov¬
ernment to finance the war, partly
because they considered it unde¬
sirable to increase the cost of

carrying the public debt, and
partly because it was feared in
some quarters that withdrawal of
support would precipitate a gen¬

eral credit breakdown—that the

cure would be worse than the

disease.

"The question ceased to be a

practical issue about the end of

1948, when bank loans stopped

expanding and turned downward,
and the maintenance of stability
in the Government bond market
became a matter of reducing
rather than increasing Federal
Reserve holdings. No longer are
Federal Reserve authorities un¬

der pressure to restrain inflation
by withdrawing funds from the
money market. Their present aim
is rather to increase 'the avail¬
ability of credit.' That is the im¬
mediate significance of the new

open-market policy, as far as the
general business situation is con¬

cerned.

Immediate Effects
■ "The Committee's sta'ement has
been criticized as misleading in
that it could be taken to imply a
credit shortage that does not exist.
The-.decrease in commercial bank
loans during the past S3ven
months has not been due to a

decline in the availability of
credit but to a decline in the

demand for credit. Shortages o>
credit do occasionally occur, but
almost invariably at or near the
top of the business cycle, and un¬
der conditions very different from
those that have prevailed in re¬

cent months. In the present situa¬
tion, a credit shortage could occur
only as a result of central-b: nk
policy directed to that end. As
far as interest rates are concerned,
it is only rarely that these rise to
such a level as to constitute a

serious deterrent to business bor¬

rowing. 1 , ,

/ "Under easyy^3Ripne,y conditions
such as have existed in the United
States without interruption for
many years, & further injection of
funds into the jm<&tey market and
a further decline in interest rates
can do little either to check reces¬

sion or to promot^jrecovery. Busi¬
ness credit will expand when the
demand for it. incases, and not
before; and the m$:ease in de¬
mand will come as a result of
more favorableyM-pspects for busi¬
ness operatioif^not as a conse¬

quence of easier money. For obvi¬
ous reasons, banks* and other
financial institutions dislike to

keep funds idle;.*but<avhen oppor¬
tunities for <sound [pans and in¬
vestments do not exist in suffi-
c;ent quantity; excess reserves can
rise to high levels and remain at
such levels for long periods, as
was conclusively demonstrated
during the prewar years. -

"What easier money can and
presumably will do is to enable
the Federal Treasury to borrow
more cheaply,. . This prospect is
important from the fiscal point of
view at a time like the present,
when the Treasury faces the ne¬

cessity of refunding more than
$18 billion in certificates and
bonds during the remainder of
the year, and when the Adminis¬
tration's fiscal policy is based on
the belief that it would be "eco¬
nomic folly"-to try to avoid a

budget deficit. The announcement
of the new policy was followed
by marked declines in yields on.
both short-term and long-term
government securities, accom¬
panied by generally higher prices
for other bonds and for preferred
and common stocks.

Long-Term Aspects

"Potentially more significant,
and at the same time more ob¬

scure, are the long-term implica¬
tions of the announcement. The
avowed purpose of conducting
open-market operations with pri-r
mary regard to the general busi¬
ness and credit situation, coupled
with mention of the undesirable
effect of a relatively Lxsd pat¬
tern of rates, certainly seems to
indicate greater flexibility of Fed-
eral Reserve policy. But whether
this will be a permanent flexi¬
bility, operating in both inflation¬
ary and deflationary situations, or
a temporary one-way flexibility
on the easy-money side alone, is
left in some doubt by other parts;
of the statement, such as the ref¬
erence to increasing the supply of
funds and maintaining orderly
conditions in the government se-
curity market and the confidence
of investors in governments bonds,'
as well as the restrictive phrasing
'under present conditions . . . at
a time when the availability of'
credit should be increased.'

"With the issuance of the an¬

nouncement the Federal Reserve;
banks ceased to sell bonds, but
they have reduced their holdings
of bills and certificates by $1,0371
million, checking and to some ex¬
tent reversing the decline in the
rate on bills. This lends point to
the section of the statement deal-,

ing with the maintenance of or-,
derly conditions in the govern¬
ment^ security market, but it.
throws little light on the question
of long-term policy. : ;

A Step Toward Normality '
"It seems likely that the Open

Market Committee purposely re-'
frained from committing itself too
definitely on this. all-important;
point. There is a large element of.
trial and error in central-bank op¬

erations, as in other forms of cen¬
tralized intervention in economic

affairs; and enough leeway to al¬
ter the course on short notice is.
desirable. One thing, " at least,
seems clear. The committee has
taken a step in the direction of a
freer and more normal type of

open-market activity, and has

given itself the opportunity, sub¬
ject to changing conditions, to
make the step a permanent one.
It is to be hoped that the move

marks the beginning of a transi¬
tion toward a central-bank policy
aimed at stabilization of the econ¬

omy as a whole, rather than one

sector of it alone." ■ -
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Preston Delano

Preston Delano Finds Banking System Sound
Comptroller of the Currency, though noting increase in capital
funds in relation to liabilities, cautions prudence in making bank
investments. Reports decrease in assets and net earnings of

national banks.

\ i : The annual report of the Comptroller of the Currency Preston!
Delano, which was released for publication on July 25 and which
covers in the main the 1948 operations of the national banks, reveals
that the national banking system on the whole ended the year 1948
in sound con¬

dition. „ ,

The Nation¬

al Banking
3ystem ac¬
cording to the
Comptro 11 e r
appa r e n 11 y
has stabilized
numerica 11 y,
for' the time

being at least,
the number of
banks in the

System hav¬
ing remained
in the neigh¬
borhood of
five thousand

for some five years. (Branches in
operation in December 1948 were
somewhat less than two/thou¬
sand.) Although these banks con¬

stituted, at the end of 1948, only
35% of the 14,200 commercial
banks of the Nation, they con¬

tinued to hold substantially over

One-half of the commercial bank¬

ing resources of the United States
<$88 billion out of $156 billion).
. Total outstanding loans of na¬

tional banks continued to increase
during the year, rising from $21.5
billion to $23.8 billion. In order
to provide available credit for this
expansion in loans, national bank
Investment in United States gov¬
ernment securities continued the
downward trend of recent years,
although at a somewhat slower
rate—from $39 billion to $35 bil¬
lion. Cash and balances with other
banks rose from $22 billion to $23
billion, due to an increase of
about $1.8 billion in required re¬
serves. . > . :

As in the preceding year, na¬
tional / banks'/ capital ! accounts
(capital, surplus, undivided prof¬
its and capital reserves) increased
by , a little over $250 million—
from $5.4 billion to $5.7 billion.
Outstanding preferred stock con¬
tinued its decline, being less than
$25 million (retireable value: $35
million). In relation to total com¬
mon stock of $1.8 billion and total
capital accounts of $5.7 billion, the
aggregate preferred stock is now
a negligible amount. This is,'in
accordance with our understand¬
ing j of Congressional policy, and
our'administrative conviction, that
it is most desirable for national
banks to have a capital structure
based solely upon a uniform type

pt common stock, and that issu¬
ance of preferred stock should be
limited almost entirely to emer¬

gency situations, with retirement
at as rapid a rate as is feasible.
('■. Total deposits of all types in
national banks, as well" as the
major category of ^ demand de¬
posits, dropped slightly during the
year 1948. Nevertheless, as in¬
dicated above, the capital cushion
provided by the investment of
stockholders, plus accumulated
and undistributed earnings there¬
in, continued to increase, with the
approval and encouragement of
this bureau. This increase in

.capital accounts seemed to be
called for primarily because of
the increase of over $2 billion in
outstanding loans, previously
commented upon. The changed
picture of American banking in
the past quarter century has made
the ratio of capitalization to total
deposits, formerly used as a

rough rule-of-thumb, far less sig¬
nificant than the question of the
amount of capital funds needed in
view of the amount and character
of so-called "risk assets" held by
the particular bank.
"It is gratifying to observe the

extent to which the National

Banking System has performed its

major function as breator and dis¬
tributor of credit during the post¬
war years," Comptroller Delano
notes. "At the end of 1945, the
last war year, United States gov¬
ernment securities were still well
over one-half of the resouj&es of
national banks; three years^later
such securities constituted- less
than 40% of all resource?. Even
more striking has been the in¬
crease in lending actp&ties. In
December 1945 loans-^accounted
for barely 15% of national bank
resources, but three -years later
27% of those resources consisted
of outstanding loan^.
"Paralleling these Changes, and

called for by them, there has been
a substantial increase in capital
funds, derived chiefly from the
retention of earnings. Over the
three-year period referred to,
capitalization rose from 5.1% of
all resources to 6.4%—in other

words, an increase in the capital
cushion of 25%, relative to the
deposits and other liabilties pro¬

tected thereby. Elsewhere in this
discussion mention is made of the

importance of determining the
adequacy of capital structure in
the light of the volume and qual¬
ity of loans and comparable as¬

sets, rather than in relation to
deposit liabilities, although the
latter factor should not be dis¬

regarded in view of the potential¬
ities it affords for future increase
in'risk assets/ -

? "In our economy, a banking
system—like any other ecohomic
organism—remains healthy only
as long as'it yields returns com¬
mensurate with the investment of
its owners, and the degree of risk
necessarily involved in the under¬
taking. On the other hand, re¬
turns which seem patently exces¬

sive, when contrasted with re¬
turns in comparable sectors of the
economy, may reflect an absence
of the competitive factor which is
also essential in an optimum eco¬
nomic climate. Consequently, it
is appropriate t to examine with
care the sources, amount, and use
of national bank earnings.
"In 1948, for the first time since

1942, earnings from lending oper¬
ations ($890 million) exceeded
aggregate income from invest¬
ments in government and other
securities ($690 million), arid did
so by the wide margin of $200
million." Operating expenses con¬
tinued to increase, and many na¬
tional banks adopted the reserve
method of

. accounting for bad debt
hazards, so that despite an in¬
crease over the preceding* year of
$175 million , in, gross earnings,
net profits before dividends ac¬

tually were. $30 /million less than
in 1947. As a result, net profits
amounted to 7.6% of capital funds,
compared with 8.6% the previous
year. Less than half of .net profits
was distributed as :cash'^dividends,
the remainder^being. retained to
strengthen the capital,position.
"The facts thus briefly pre¬

sented justify ihe_cpnclusion that
the National Backing System on
the whole ended the year 1948 in
sound condition. Nevertheless, it
must be recognized that during
the year and also presently, eco¬
nomic and political forces were at
work, both at home; and abroad,
which could affect adversely both
banks and the economy of the
country generally."
Reminding the nation's banks

that "it must be recognized that
during the year and also pres¬

ently, economic and political
forces were at work, both at home
and abroad, which could affect
adversely both banks and the

economy of the country gener¬
ally," the Comptroller cautioned
prudence in making loans and in¬
vestments. After reviewing in de¬
tail the criteria of credit sound¬

ness, the Comptroller suggested
thai the banks be careful in mak¬
ing investments in municipal obli¬
gations and real estate loans.
Congress exempted state and mu¬

nicipal securities from the statu¬
tory limits set on bank invest¬
ments, but this "is not equivalent
to a blanket approval of invest¬
ment in such securities without

regard to their inherent qualities
and their suitability for the in¬
vestment portfolio of a particular
bank," the Comptroller points out.
Mr. Delano referred particularly
to the risks involved in invest¬
ment in "special revenue" as dis¬
tinguished from the direct and
general obligations of municipal-;
ities.
As to investment in real estate

mortgages, the Comptroller notes
that "by adhering to fundamental
principles of realistic appraisals
and adequate amortization, banks
can with safety discharge their
duties in a constructive program
of adequate housing and econom¬

ically sound home ownership."

Supporting reports that the
"float" of unsold corporate bonds,
accumulated prior to the Admin¬
istration's definite return to an

easy money policy, has been pretty
thoroughly cleared away, several
new issues brought out this week
were accorded a reception that
was regarded as little short of
amazing. /'V;.
; And it was not the ready ac¬
ceptance of the issues alone, but
rather the reported identity of
certain of the buying institutions
which made the surprise even
more pleasant.

This was especially true in
the case of Columbia Gas Sys¬
tem's $13,000,000 of new 25-year
debentures for which the bank- J
ers paid the company 100.63991
for a 3% interest rate, fi-*;- ■

The successful group repriced
the issue at 101 Vs for an indicated
yield of 2.94%. As some people
in the Street put it, by way of
alluding to the price, "we thought
the issue was bought for Septem¬
ber distribution."

: f! But one of the big insurance j
companies, which has not been
active below a 3% basis, and
which has been operating chief¬
ly in the field of direct pur¬

chases, stepped in, reportedly,
with orders for $6,000,000 from
the- sponsors and another $4,-
000,000 from group members,
leaving only a small balance to j
be marketed.
The story was almost the same

in the case of Illinois Power Co.'s

$15,000,000 of first mortgage 30-
year bonds, purchased as 2%s for
100.176 and reoffered at 100y2 to
yield 2.85%. Two insurance com¬
panies were r reported . to - have
spoken for blocks of $5,000,000
and $3,000,000, with several others
coming in for smaller amounts.
Naturally this left the underwrit¬
ing bankers not too mindful of
the heat.

Looking Well Ahead
Success which has attended sev¬

eral such operations in recent

Liquidation Notice

The Plainfield National Bank of Moosup,
located at Moosup, in the State of Con¬
necticut, is closing its affairs. All credi¬
tors of the association are therefore hereby
notified to present claims for payment to
the undersigned at said bank.

BENJAMIN P. DAWSON,
Liquidating Agent

Dated June 24, 1949

months is promoting unusual in¬
terest in the forthcoming s«le by
American Gas & Electric Co. of
500,000 shares additional of com¬
mon stock.
The company proposes first to

offer the stock on "rights" to
shareholders in the ratio of one

share for each nine now held,
probably along about Oct. 1 next

But several banking groups
are reported organizing already
to seek the "standby" contract
on this business in the wake of
last week's Securities and Ex¬

change Commission, action in
denying the company's request
for permission to arrange the
standby through negotiation.

August Looks Quiet

Usually the biggest vacation
month of the summer, August, this.
year promises to be extremely I
quiet unless there is a sudden
rush of registrations. At the mo- (

ment only two utility companies
have chosen the period, and then
but tentatively for floating new
issues. ' ; ■, j ■' .■

Northern States Power Co. of;
Minnesota has a $15,000,000 deal
projected for Aug. 9, and Cali¬
fornia Oregon Power Co. is;
planning to float $7,000,000 of i
new mortgage money, probably
toward the end of the month.

On Futures List

Banking groups are in process
of formation to bid, on Aug. 10
next, for roughly $20,000,000 of
new bonds of the Lower Colorado
River Authority.! The : exact
amount of the offering will hot be
determined until early next month
when the Authority is slated to
open bids for construction of twc
new dams. . vv : /!

Meanwhile bankers believe
that Indianapolis Power & Light <

Co. is a prospect for extensive
financing along about Septem¬
ber. ..They figure the company
could come out with a request
for bids on $32,000,000 of new
.bonds,.; v-

The issue would be floated to

replace at reduced cost an out*

standing issue of 374% bonds, due
1970.

DIVIDEND NOTICES

THE BUCKEYE PIPE LINE
COMPANY

j, .30 Broad Street
'

New York, July 26, 1949.
The Board of Directors of this Company had

this day declared a dividend of Twenty (20c)
Cents per share on the outstand.ng capital
stock, payable September 15, 1949 to share¬
holders of record at the close of business
August 19, 1949.

C. O. BELL,.Secretary.f

CITY INVESTING COMPANY
25 BROAD STREET, NEW TORE 1, N. X.;
The Board of Directors of this company on

July 21, 1949 declared the regular quarterly
dividend of $1,375 per share on the outstanding
5 *,2% Series Cumulative Preferred Stock of the
company, payable October 1, 1949 to stockhold¬
ers of record at the close of business on

September .20, 1949,
The Board of Directors of this company,on

July 21, 1949 declared a dividend of 15 cents
per share on the Common Stock 'outstanding
of the company, payable August 15, 1949 to
stockholders of record at the/close of business
on August 3, 1949.

EDWARD FRAHER, Secretary/

DIVIDEND NOTICES

111 Fifth Avenue New York 3, N. Y.

176th Common Dividend

A regular dividend of Seventy-five Cents
(75(0 Per share has been declared upon the
Common Stock of The American Tobacco,
Company, payable in cash on September 1,
1949, to stockholders of record at the close
of business August 10, 1949. Checks will be.
mailed. "

( '•;/
*

*■ -
. Edmund A. Harvey, Treasurer

July 26, 1949-! •

T5onkftS
DIVIDEND No. 158

An interim dividend of sixty cents

(60$) per share has been declared
on the capital stock of The Borden
Company, . payable September 1,
1949, to stockholders of record at the
close of business August 11,1949,

V r • E. L. NOETZEL '•

July 26, 1949* / • • . Treasurer

Southern

Railway
Company

DIVIDEND NOTICE

'7" New York, July 26, 1949.
A regular quarterly dividend of Qne Dollar

($1.00) per share on 1,298,200 shares of
Common Stock without par value of Southern
Railway Company, has today been declared
out of the surplus of net profits of the Company
for the fiscal year ended December 31, 1948,
payable on Thursday, September 15, 1949, to
stockholders of record at the close of business

Monday, August 15, 1949. (
*1 J. J. MAHER, Secretary.

international

harvester

company

The Directors of International Harvester

Company have declared quarterly divi¬
dend No. 124 of one dollar and seventy-
five cents ($1.75) per share on the pre?
ferred stock payable September 1, 1949,
to stockholders of record at the close of
business on August 5, 1949. , ! '

GERARD J. EGER, Secretary
l

PACIFIC

FINANCE CORPORATION

ofCalifornia

DIVIDEND NOTICE

On July 20,1949, theBoard
ofDirectorsdeclared a reg¬

ular quarterly dividend of
40 cents per.share on the *
Common Stock ($10 par

value) of this Corporation,
payable September 1,1949
to stockholders of record

August 10,1949. , di
0

B. C. REYNOLDS fgj
Secretary

Wi

w

MUMS CORPOnAXtOwl

Tennessee
Corporation

"

July 19,1949,
A dividend of thirty (30^) . ceqts

per share has,beep declared, payable
September 23,1949, to stocldidders
of record at the close of business
September 8,1949, ;

61 Broadway J. B. McGEE •;
NewYork 6, N. Y. Treasure*.

United states Lines:

company '

Common

Stock

DIVIDEND

The Board of Directors has authorized j
the payment of a quarterly dividend of.,
fifty cents ($.50).. per share payable;
September 9, 1949 to holders of Common •

Stock of record August 26, 1949 who on
that date hold , regularly issued Common:
Stock ($1.00 par) of this Company. .

Holders of former stock issues of, the
Company entitled to issuance of Commoni
Stock ( $ 1.00 'par) in exchange for their1.
holdings will be paid this dividend when
exchange is made.'

CHAS. F, BRADLEY,. Secretary .

One Broadway, New York 4," N. Y. 4
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BeVint!-the-Scene Interpretations A y*g]
from tbe Nation's Capital JLM.M l/lAr JL Wjlt/

WASHINGTON, D. C.—Two seemingly unrelated bills were un¬
veiled formally to Congress this week. Dealing with housing and
foreign arms aid, they looked to be as diverse as steel and water. Yet
these two legislative projects had some striking elements in common,
to wit:

In both cases, the Administra¬
tion is seeking broad grants of
power, bound by as few defini¬
tions and limitations as possible.
Both bills are so complex that
experts in statute law writing
would have to burn the midnight
oil many, many nights to begin
to figure out what they meant.
With both bills Administration
officials are being anything but
fully frank with Congress. Should
^both bills be enacted, the long-
run implications of their opera¬
tion would be far broader than

T
even the most suspicious anti-Ad¬
ministration Congressman could
Imagine.

. ; • * * ' *

Congress was quick to note
**

and call attention to the broad
language of the arms aid bill.
There are many examples which
might given, one of which was
suggested. It is contemplated

' that the arms aid bill will fi¬
nance primarily war "capital
equipment/' by which the mili-
tary mean the solid implements
of war, from gun carriers to
aircraft. The potential benefi¬
ciary nations signed a statement
in April in which they declared
that they would provide, as it
were, the food, clothing, and

, shelter for their own military
establishments.
•- » •' 5) \ . <

- Yet the bill as drafted imposes
no obstacle to working off on the
Europeans, of a surplus of cheese
or cotton, potatoes or pork.
It is probable that the techni¬

cians who have labored for
months on the arms aid program,
would' be genuinely horrified at
the thought that any of the money
authorized might ever be diverted
to such an extraneous objective
as working off farm surpluses.
They know down to the last truck
or training aircraft or replace¬
ment nut and bolt, what country
would get what for what purpose,
and when. , ,

Yet they have drafted a bill
of great flexibility, so as to per¬
mit them to change their plans
whenever military considera¬
tions, particularly changes in
the situation, would seem to in-

. dicate a change in the arms aid
program. At the same time they
would put in the hands of an
Administration a power which,;
if enacted, could be used to do

*

wonders with a farm surplus 1
•

problem in an election year/ l

This arms aid program bears a
close resemblance in its vast mass
of detail to a military staff plan
for conducting a huge operation
with forces. Because of this char¬
acter only a few select members
of Congress will get a look at it
even in secret. Most of the Con¬

gress and few of the people gen¬

erally will know what is in it.

Congress will also allege that
the Administration - is far from

frank about at least two other

phases of the program.

One is its duration. The State

Department's official public bro¬

chure, "The Military Assistance

Program," asks itself Question

VIII, "Duration of the Program,"
writes 250 words in answer, and

begs the question. The President

goes farther by implying that the

program is one of some years'

duration, by stating: "How long
It may be necessary to continue

military aid depends on many un¬

predictable factors."
Actually the objective of the

military aid program is believed
in informed Congressional quar¬
ters to help the western Euro¬
pean nations to prepare them¬
selves, not to defeat Russia, but
to hold an invasion at some;
place like the Rhine until some
such time as American forces :

can be brought to bear. This is
believed to be a four-year or ;

more program.

It is a pretty good guess that
officials know tentatively the
probable cost of this program, but
they are not saying. They are
taking the position, convenient to
avoid the long-term commitment
as to what they propose to under¬
take, that this is purely an "in¬
terim" plan until; the security
committee which would be set up
under the Atlantic Pact, can take
over. V./.; '

■ ■■ * * * v.. •

Finally, the President officially
depreciated the monetary signifi¬
cance of the program, by stating
in his message that "The aid we

provide will constitute only a
minor fraction ? of what those

countries will spend themselves."
Certain Congressmen were quick

to note the President's own fig¬
ures, that "about $5 V2 billion dol¬
lars" was all that the domestic

budgets of the Brussels Pact
countries (including England and
France) plus Norway, Denmark,
and Italy "are able to stand with¬
out interfering with the civilian
production necessary for their
economic recovery."
If the equivalent of $5.5 bil¬

lion is all that these nations in
the aggregate are spending on t

defense, and the President's fig- i

ure was actually meant to be an

aggregate of the total of all their ;
defense budgets, then the $1,450
million for foreign arms aid
would be greater than 25% of
the European effort to defend
itself. Excluding $300-odd mil¬
lions for Greece,: Turkey, and
Korea out of the arms aid pror

posal, the remaining $1,130 mil¬
lion is equal to 20%. s ^

On this point the Administra¬
tion, it may be taken for a cer¬

tainty, will be challenged. ; If the
purely domestic budgets • of Eu¬
rope (apart from the "dollar
shortage") can afford social secu¬
rity from the love nest to the
grave, and billions for socializa¬
tion, then it will be alleged that
they can make a greater contribu¬
tion to their own military se¬

curity. ;;. ;
J

* * .< * - •

With an official analysis and
some unofficial reports which
have come out since the new big
housing bill came out into the
broad daylight of open Congres¬
sional committee hearings,... the
magnitude of the "private" or
"median income" housing bill is
beginning to be revealed. -; . '•
It is reported that one of the

features of this bill is a very defi¬
nite scheme to add to public hous¬
ing in this country by some figure
less than 500,000 housing units
above the 810,000 units adopted
recently in a separate public hous¬
ing act. *

When Congress before the of¬
ficial war passed the Lanham
act appropriating for the con¬

struction of war housing for

war workers, it attached a firm

proviso to the law that none of

"—And for our Paper Anniversary, Honey, Just give me a
little something made of papers-like stock certificates

for example! " . ~

this housing should ever be
used after the war for either"

low rent or public housing. This
prohibition was not just a quirk
that some conservative Con¬

gressman got by Congress in an
absent-minded moment. Con¬

gress had been steadily turning
down the public housing boys
for some three years prior to
the war, and did not want to |
zcreate a vast total of housing
"that could land after the war

in the laps of the public housers.

Congress also declared thaljHhe
Administration must dispose (by
which it was meant sell to private
owners) of war housing Within
two years after the end of the war.;

In all some 750,000 temporary
and permanent war housing units
were built. Despite the mandate
to the Administration to get
this housing off the government's
hands without turning it into sub¬
sidized, public housing, the; Public
Housing Administration has some
how found the job over its head.:
It got an extension of the dead¬
line on disposing of this* housing
until Dec. 31, 1947, then to Dec. 31,
1948, then to Dec. 31, 1949.
v< Yet some how there always
seemed to be something wrong
with the disposal program.

There were more roadblocks

created by PHA to sales of this

; housing to private owners than
; there are roadblocks into the

Iron Curtain. Roughly only

some 125,000 units were sold
by PHA of its own volition and
another 125,000, more or less,
were given to colleges and uni¬
versities by Congress, leaving
around 500,000 remaining, of
which about 50,000 are tem¬
poraries.

Now the delay has finally pro¬
duced a change to hearten the
public housers. The change is a
Congress which finally swallowed
public housing. So part of this
omnibus bill is a specific repealer
of the prohibition of the Lanham
act against the use of this war
housing for low rent and public
housing, and provision that any
state, county, or local government
which wants to take over and use

this housing for either public or
low rent housing or botn may
do so. y: r.'-y—-.

And, of course, should Con¬
gress not get wise to this one, ;
it would only be a matter of a
year or two before there would
be another little amendment in

another housing bill providing
for annual subsidies "to main¬

tain the low rent character" of

this new increment of public

housing.
♦ * * ifVv

It is declared in several quarters

that the scheme which is part of
this same housing bill to'set up

a government/ loan fund of $1
billion for cooperative; rental
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housing, is actually the CIO sec¬
tion of the bill.

With this scheme the CIO,
which has gone in for coopera¬

tives, could set up housing co¬
operatives beholden to the CIO
unions. The benefits of this
housing, subsidized both as to
the cost of the money and as

to free government architec¬
tural, legal, and other technical
assistance, would accrue to
unions, and thus help the boys
collect the dues.

Furthermore, as the entrepre¬
neurs with government money,
the CIO could set up CIO unions
in the building field, and muscle
in on this field where it never

has been able to make appreciable
progress.

♦ ♦ *

Raymond Foley, Administrator
of the Housing and Home Finance

Agency, was very careful in his

testimony, of course, to avoid

pointing up these cooperative and

public housing facets of the big

housing bill. To hear his testi¬

mony one would never learn that

a couple of radical new depar¬
tures in government-in-housing
were being proposed, or partic¬
ularly that a long - established

Congressional policy against using
war housing for public housing,
would be reversed. Mr. Foley, so
he said, was just interested in pro¬

viding the housing financing aids
which experience shows are nec¬

essary to keep "private housing"
going at full tilt.

(This column is intended to re¬

flect the "behind the scene" inter¬

pretation from the nation's Capital
and may or may not coincide with
the "Chronicle's" own views.)

Slayton & Co. Adds
(Special to The Financial Chronicle)

: DETROIT, MICH.—Earl Sugden
is with Slayton & Co., Inc., 719
Griswold Street.

t

Waddell & Reed, Inc. Adds
(Special to The Financial Chronicle)

KANSAS CITY, MO. —Harvey
Rechnitzer is with Waddell &

Reed, Inc., 1012 Baltimore Avenue.

Joins Raymond J. Plunkett
(Special to The Financial Chronicle)

WAUSAU, WIS.—W. J. Kurth
has joined the staff of Raymond
J. Plunkett & Co., 502 Third St.

Trading Markets:

Ralston Steel Car

*0regon Portland Cement
Riverside Cement A & B

Spokane Portland Cement
*Latest Figures Available 4
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Investment Securities

10 Post Office Square, Boston 9, Mass.
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Hill, Thompson & Co., Inc.
• NEW YORK 5

Executive & Underwriting Offices

70 WALL STREET
Tel. WHitehall 4-4540

Trading Department
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Tel. REctor 2-2020
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