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EDITORIAL

As We See It

It can hardly be that the annual meetlngs of
the International Monetary Fund and the Inter-
‘national Bank for Reconstruction and Develop-

ment served to encourage hopes of any real prog-

ress- toward settled and normal international
financial relations among the nations of the
world. Secretary Snyder’s remarks to the closing
session of these meetings sound almost’ like- a
swan song. Said he: “It is scarcely necessary.to
restate the Fund’s purposes relating to cur-
rency convertlblhty and freedom of exchange
restrictions.” Then he reminded his listeners that
“these purposes were agreed to- at. Bretton

Woods,” and added that he “would like to re-

iterate that. they are as 1mportant to us today as
they were then.”

- - The Secretary was- obhged to admlt “that the
:problems of the last five ‘years—and those which
‘may lie. ahead — have made the prospects - of

;achlevmg the Fund’s objectives somewhat more. -

‘remote.”” But he adds somewhat enigmatically

" ‘that_“we should not let the present difficulties -

,obscure our vision, so that we lose Slght of our increase ‘in ' the ‘number of people who -are distressed

over what-has been happening to the value of their sav- :

:ultimate goals.” The remarks of the chief finan-
.cial officer of the nation which contributed the
lion’s share of the resources to both the Fund
_.and the Bank and which largely controls the pol-
+ icies of both institutions, were apparently inspired
by the blunt statement a day or two earlier by
Britain’s representative that there is no likelihood
that his country will be in a position during the
next year or two to do a great deal in the name
of ‘currency convertibility or the relaxation of
. exchange restrictions.

Apparently warning that in the absence of such
Continued on page 36

MADE YOUR SPACE RESERVATIONS YET? — There’s still time to make reservations
for advertisements to appear in the “Chronicle’s” Special National Security Traders As-
sociation Convention Issue,” The convention will be held at Coronado Beach, Calif,, from

DEALERS

in

B Peace Comes, Can
Deflation Be Far Behind?

By ARTHUR A, SMITH*

Vice-President and Economist,
First National Bank in Dallas, Dallas, Texas

Texas bank economist, in reviewing confused situation
regarding inflation and fiscal policy and the effects there-
of in a return to peacetime conditions, sees each ¢ emer-,
gency” creating addit:onal excuses to restrict economic
freedom and erode away the capitalist system. However, -
holds there is no immediate danger of repetition of situa-
tion following 1929, though he predicts a “deflation’
emergency”’ may follow inflation, to be met ‘with by more -
s ‘controls and planning.

Many people are seriously concerned about economic

conditions: In my job as a bank economist, I talk with
numerous individuals, and many write letters asking
questions about the thmgs that disturb them. Unfortu-.

nately, too.many of them are selfishly. concerned, and it

was not -until they began to see how they were being
affected that they began to be bothered. It is also unfor-

tunate that ‘only.’a ‘minority ~of Americans are really.
worried.  The. . vast ma]orlty are “still complacent and.

apathetxc .
The Fear of Inflatlon
. For several months’ now ‘there has been a steady

ings. - Inflation has finally made a selfish impression
upon.them. Almost invariably, the ones I talk with want
to know how long this thing can last and what will be
the aftermath of it all. 'And some seem to persist stub-
bornly in the conviction that we will experience defla-

tion before long and then their savings will 1ecapture ;

their lost purchasing power.

One fellow whose thoughts and whose wishful think-
ing ran along this line asked me not.long ago: “Sup-
pose old Joe Stalin doesn’t say anything about Margaret

Continued on page 32

*An address by Mr. Smith before the 38th ‘Annual Convention
of the Mortgage Bankers Association of  America, San Francisco,
Calif., Sept, 13, 1951.

September 30 to October 4.

A Skeptical Chemist Looks
~ Into the Crystal Ball/

By JAMES BRYANT CONANT*
President, Harvard University

Head of leading educational institution reviews recent
rapid growth of chemical profession and calls it an

. amazing social phenomena of our times. Predicts con-

tinued growth and diversification of chemistry activities,
which will be beneficial to mankind, and concludes, de-

_spite advancement in atomic research, atomic weapons

will not be used in war. Says peace cannot be achieved
through magic, either physical or political, and with
uniting of free peoples, there will no longer be fear of
Communist aggression, so- that second half of the 20th .
Century may prove to. be period of disarmament. .

An_ anniversary . celebration is a time for reviewing
the past or prophesying the future. As the title of my
remarks indicates I have chosen the latter course. In so
doing I have saved myself from a vast amount of his-
torical “investigation and‘ youladies
and-gentlemen from: the tedium of a -
lengthy talk. For todo justice to
the progress of : American chemxstry

“in the.last 75.years would-require -

a minimum- of .three hours. (And I
might note. parenthetically that 75
years ago a speaker honored with an
assignment such as mine would have -
been expected to deliver an oration
of approximately this'length.) Not
only ‘would a look backward have
required more time than any present
day audience would permit, but the
temptation to tell personal anec-
dotes would have been ‘irresistible.
For it is nearly half a -century—
45 years to be exact—since I started
the study of chemistry; while I cannot claim to have
been present at the birth of the American Chemical So-

Continued on page 36
*An address by Dr. Conant at the Ceremonial Session of the

American Chemical Society, Diamond Jubilee Meeh.nz, New York
City, Sept. 5, 1951.

Lr. James B. Conant
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The Security I Like Best

A continuous forum in which, each week, a different group of experts
in the investment and advisory field from all sections of the country

participate and give their reasons

for favoring a particular security.

(The articles contained in this forum are not intended to be, nor
are they to be regarded, as an offer to sell the securities discussed.)

PETER L. BERNSTEIN

Vice-Pres., - Bernstein-Macaulay, Inc.
Investment and ‘Industrial - Counsel,
New York City

Infernational Minerals & Chemicals

The choice of a favorite—any
favorite—always involves certain
features which that favorite has
to have. Our girl friend must
have big
brown - eyes,
our steak must
be two inches
thick,  our
automobile
must be daz-
zling with
chrome.

In my case,
my favorite
company must
be well situ-
ated in a mar-
ket growing
more rapidly
than the rest

Peter L. Bernstein

-of the econo-

my, it must be well managed and
financially sound with good earn-
ing power, and the price of its
stock must be something less than
out of this world,

On this basis, of course, I have
more than one favorite girl on
my string, Variety—and -diversi-
fication—are the spice of life even
in investments. But International
Minerals 'and Chemicals has a
special place among the redheads
in my little black book (naturally,
I have blondes and brunettes,
too), and this is why:

Market—DMost, but not all, of
the business of International Min-

" erals and Chemicals is in the

production of fertilizers, Essen-
tially, this is a company selling
to the farmer to assist him in the
production of food. -

Who could ask for 'anything
more, as the ditty goes? Here is
a market supported by ‘the gov-
ernment and whose favor is
courted by every politician
located a thousand miles on either
side of the Mississippi River and
even across the seas. Here is a
market ‘in which the buyers are
in the best financial condition of
their history. Here is a market
which produces food—one. thing
the world cannot do without.

But even better than that, here
is. a market undergoing a funda-
mental technrological revolution.
The increased cost of labor and
higher. prices for the items the
farmer must buy have together
forced the farmer to realize that
he is in the twentieth century, in
which efficiency ‘in production is
the key to success. The result has
been a tremendcus growth in the
use of agricultural machinery and
fertilizer. And this technological
revolution has paid off: In 1950,
agricultural production was 20%
above 1941, but farm employment
was down 10%.

The use of fertilizer, particularly

‘new types of fertilizer, has been

an- essential part of increasing
farm efficiency. During the ten-
year period 1941-50, consumption
of fertilizer in this country more
than doubled, climbing steadily
from a monthly average of 438,-
000 to 900,000. And the first six
months-of 1951 show a gain of
6% over 1950.

But we -are only -beginning to
scratch the surface. According to
a. recent Federal-State research
committee survey, the wider use

of fertilizer and better planting

methods could increase the corn
crop yield from 26 bushels an acre
to 78 bushels an acre. New pos-
§ib11ities are also being explored
in wheat and tobacco. One study
pointed out that, on the average

and - at. present prices, a dollar
spent on fertilizer will bring the
farmer. eight dollars worth of ad-
ditional crops.

International Minerals and
Chemicals has been a leader in
these developments. Between 1942
and 1951, its sales more than
tripled and its earnings nearly
quadrupled.

However, unlike the big agri-
cultural machinery manufacturers,
this outfit has in no way reached
maturity. The potentialities of the
market are still very great, and
the management of International
‘Minerals is pushing the company
as hard as it can. The biggest new
development is a ten million dol-
lar plant in Florida for phosphate
production (with uranium as a
by-product), to be used in the
rapidly developing field of animal
feeds. Output of plant foods and
potash, is..also .being expanded,
with new products and more ‘effi-
cient production methods being
exploited. The. management—al-
though cagey about the accomp-
lishments of their well-financed
research organization—tells - me
that new developments, as yet

unannounced, - can be expected . §

soon.

Financial Position—Nothing is
duller than statistics, so I'll hit
this just once over lightly. But I
think it is worth noting that, on
June 30th of this year, there was
$15.6 million in cash and equival-
‘ent "to pay current liabilities of
$3.2 million, with long term debt
of only $12.8 million. It is' worth
noting, too, that working" capital
has nearly tripled and net worth
has doubled since the ‘end of
World War II. Earnings available
for the common have: risen
steadily, and are now. running
ahout four times the 1945 1level.
Nor should we disregard a profit
margin of 10%—after taxes— the
best for any year since 1944, and
substantially better than their
closest competitors. !

The diversification of product is

another important factor in ap-
praising financial soundness. " In-
ternational Minerals is moving
fast in the fields of amino prod-
ucts, fine chemicals, and pharma-
ceuticals. Brand new research fa-
cilities. will be devoted to -these
items, One of their most- promis-
ing products is AC’CENT ' (pure
monosodium glutamate); a- food

seasoner, and the management is.
confident that this type of prod-:

uct, and the by-products from its
manufacture,
promise for nutritional and phar-
maceautical purposes.

Price—Selling for around 36,
International Minerals is valued

at eleven times earnings, and the’

$160 dividend yields 4.6%. A year
ago the stock was at'16 and selling
at about five times earnings.

But I still don’t think it is too
late to catch the boat, at least for
the long pull.. Sales over the next
12 months could easily reach $90
million, ‘which would push earn-
ings up to $4 a share and provide
for some increase in dividend. A
good -excess . profits tax base and

“heavy depletion allowances on

mining operations have given the
company a comfortable tax shel-
ter. Expenditures on new plant
may reduce working capital some-
what,”but not enough to.put any
‘crimp in operations. )

So" there it is—a leading com-

pany in a solid and growing mar- -

ket, a good financial position plus
product diversification, and a
price which is not too high- in
view of the company’s prospects.
Some little redhead!

have  considerable.

L "ot

_

This Week’s
Forum Participants and
Their Selections

International Minerals and Chem-
“icals—Peter L. Bernstein, Vice-
President, Bernstein - Macaulay,
Inc., New York City. (Page 2)

Gulf Insurance Company of Dallas

. +—Charles V. Campbell, Presi-
dent. Campbell, Henderson &
Co., Dallas, Texas. (Page 2)

Phillips -Petroleum (common) —
Walter A. Klees, Montgomery,
Scott & Co., New York City.
(Page 30)

%

CHARLES V. CAMPBELL

» President, Campbell, Henderson
and Company,
Investment Counsel, Dallas, Texas

Gulf Insurance Company of Dallas

At a time'like this (September,
1951) when the general -market
is historically high, and many in-
dividual stocks seem even higher,

an investor

must stick to
fundamentals.

Since it is-our
-belief that

fire insurance

stocks are
fundamentally
sound and
that they pos-
sess interest-
inginvestment
prospects over
the years, our
attention is
attracted to
one of the

“younger”

companies in this “old” 'industry;

Charles V. Campbell

namely, Gulf Insurance Company

of Dallas, Texas.

"Organized..in . 1925, Gulf has
shown satisfactory growth, partic-
ularly-in recent years. Total assets
of $17% -million in 1950 contrast
favorably with - $5Y4
1941, During the-1942-50 period,
net premiums written by Gulf and
its subsidary rose 355% to slightly
more than $11 million.

Underwriting results have been
above average. Over the past dec-
ade, the ratio of losses incurred
to premiums earned was 48.2%

compared - with an.: average . of:

53.4%. for 50 stock fire companies:
Underwriting expense to net
premium written stood ‘at 46.4%
compared with 41.9% for the same
50 companies. These figures indi-
cate that while the business ob-
tained is costing more than that
of other companies,.the quality of
the business, as measured by
losses, . is . more _satisfactory. The

 higher expenses are explained in

part by the rapid increase in vol-
ume, ‘development. of - premiums
for -a .comparatively new and
growing company being: costly.

Management is .aggressive and
highly regarded within the in-
dustry, having -demonstrated its
ability to meet the ever-changing
operating problems inherent in its
field., The: record during recent
years has' been' particularly im-
pressive with ‘reported  per share
earnings - of: $9.60 and $10.23 for
1950 and 1949 respectively, ex-
cluding gain or.loss-on. securities
and market fluctuations.

The investment portfolio ‘has

results over the past decade have

been encouraging. In. eight years’

of the ten-year period, invest-
ments showed appreciation in
value each year, even though the
general markets varied widely.
Fixed income securities approxi-
mated 60% of total:investments
at the 1950 year end. -

Cash dividends have risen from
$100,000 per annum in 1941. to
$285,000 in:1850. Dividends have
been conservative, and have .been
less than two-thirds of the in-
vestment income. Investments now
approximate $9.80 per dollar of
capital contrasted with $3.10 per

Continued on page 30
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THE THIEF WHO ||
WAS A PRINCE

—of goad . fellows ‘really grinned {

when he sold you that aobsolete! i K
We'll frown a little, but' we'll buy | §
it back! 3 B
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Articles and News

A Skeptical Chemist Looks Into the Crystal Ball
—dJames Bryant Conant.__. i i

- WeCan Have Defense Stractureand
Sound Economy by End of 1953

'By CHARLES E. WILSON *
Direcior of Defense Mobilization

. If Peace Comés, Can Deflation Be far Behind?
-Pointing out nation’s defense program is matter of life or —Arthur A. Smith
death, Mobilization Chief warns only language Communists
understand is language of strength. Says considerable progress
has already .been made and ‘defense production is rising,
though there is-shortage of steel, copper and aluminum. Tells
of plans to spend $50 billion annually in next three years, and -
stresses defense ecomomic controls and allocations as neces-
sary to success of program. Expects adequate defense struc-

We. Can Have Defense Structure and Sound Eéonomy by
End of '1953—Charles E. Wilson

| 'The Pension That's the Fringe on the Top—Ira U. Cobleigh. _ . BERE:

~The: View Ahead in Chemistry—C, E. Kenneth Mees Obsolete Securities Dept. .
. 99 WALL STREET, NEW YORK . -

Pension Trusts Usher In New Investraent Era Telephone: WHitehall 4-6551

ture and sound economy by close of 1953.

First of all, let me thank you for
embarking on 3 great public serv-
ice—a nationwide speaking

' campaign to tell the story of de-

o

: Charles E. Wilson

fense .mobili-
zation of the
people of the
United States.
In particular
my thanks go
to' the men
who, with so
much patriot-
. ism and un-
derstanding,
have laid the
groundwork
for this public
spirited initia-
tive — among
them Cody
Fowler, Pres-

‘" ident of: the American Bar Asso-
* ciation; Charles Burton, National
. Chairman of the Junior Bar.Con-
. ference; and Jo ' Morgan, Chair-

man of the Bar Association’s

. committee on mobilization infor-

mation.
In every state of the Union your

- speakers will soon be presenting

to their audiences the basic facts

_about. the program of prepared-

ness which has been thrust upon
the country by the policies and
philosophy of the Soviet Union.
I am sure the effect of your ef-

* forts will be widely felt. I am
* sure your efforts will be enor-

mously helpful in bringing about
a more thorough understanding of
what defense mobilization means,

“-and consequently of encouraging

a spirit of national unity in the

. face of our common danger. What

your speakers will tell the peovle
is a matter of the most intimate
concern to them.

It is, actually, a matter of life
and death. The whole purpose of
defense mobilization is to protect
the nation and the world against
a third world war—a war which
could bring death to any house-
hold. And, in working out the
plans for defense mobilization, the
living conditions of every citizen
are involved, because these plans
necessarily must affect prices,
wages, taxes, jobs, savings—basic
things in daily existence.

I have long felt it to be a spe-
cial responsibility of my job to
keep the people informed about
what the Office of Defense Mobil-
ization is doing. I have felt that
what they learn from the press,
the magazines, radio-and televi-
sion should be supplemented by a
flow of facts and figures from my

*An address by Mr. Wilson at the
Junior Bar Conference Luncheon, New
York City, Sept. 16, 1951.

office to keep the people up to
date on what we are doing, why
we are doing it and what methods
we are using. That is why I so
warmly welcome your cooperation
in offering to provide speakers to
carry the message to all parts of
the country.

Informed Public Opinion
Essential

I have implicit faita in the good
judgment, the common sense, in-

deed the wisdom of the American *

people, But while it is a great
mistake to underestimate . peo-
ple’s intelligence, it is also a mis-
take to over-estimate their fund
of information. Therefore, in giv-
ing out the facts concerning de-
fense mobilization,  you are en-
abling -your fellow-countrymen
to arrive at sound judgments and
conclusions. And a solidly in-
formed public opinion ds worth
many divisions of troops.

I said that defense mobilization
has ‘been thrust upon-us—and-I
want to emphasize that statement.
When World War II ended six
years ago, the world had the right
to settle down to a long period of
peace and tranquillity. Instead, it
has been a time of nervous ten-
sion because the Soviet Union has
carried. on' unceasingly its mon-
strous design for world conquest
and for the assassination of lib-
erty and justice everywhere,

I do not have to review for this
audience the long series of gueril-
la wars, broken treaties, political
infiltration, subversive activities,
and enslavement of once inde-
pendent natiors that has been di-
rected from Moscow. Nor do I
have to remind you how the free
world was finally and thoroughly
awakened by the sudden invasion
of the Republic of Korea in June,
1950. It was that action which
forced the United States to mobi-
lize for defense.

The San Francisco conference
was just another good example
that you cannot do business with
the Russians, - cannot negotiate
successfully with them, and the
only way you can deal with them
is. from a position of strength.
Fifty-one nations were repre-
sented at the conference. Forty-
eight of them signed the peace
treaty. Never before in history
had so many nations signed such
a document, There were only
three dissenters — Soviet Russia,
Poland- and Czechoslovakia, the
latter two states being the pris-
oners of Moscow. Russia arrived
at San Francisco with the hope of

Continued on page 39
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The Pension That's .~ . .
The Fringe on the Top

By fRA U.

COBLEIGH

Author of the Forthcoming Book
“Expanding Your Income”

Giving some account of the origin of pehsions, and of the
influence of pension funds as a stabilizing factor in the market.

go 'pension, with: as much - pen-
sion income for as many qualified
employees, as the  accumulation
of these per-hour payments could
make possible. L

So that we’re not wallowing
around in theory, let’s take an
actual example, In 1950 a union
covering some 2,500 stevedores

sought a pension agreement  in-.

volving 50 employers.. A five cent
an hour payment (tax exempt to
employers. under Internal Rev-

Whether looked’ upon as the tems had developed .for munici- enue ruling) for all hours worked

last item

in ‘a_ collective bar- pal and government employees by each and all employees was to

gaining agreement, or a conclud-: such as firemen, policemen, and be. paid into a fund; by employ-
ing income contract for the twi- teachers. Earliest among corpora- ers only. The fund was to be ad-.
i1gnt years of tions, to adopt long-range pen- ministered by six trustees, three
a retiring sion programs were the utilities from the union and three from

worker, the
pension is in-
deed
fringe on the

top; frequent- from destruction by depression. worked at. 16,250.

and = oil companies,
which, unlike most

enterprises
industrials,

the had a steady upward growth minimum

curve, and relative immunity

management. It was decided to
set the pension age at 65, the
service period at 25
vears, and _minimum total hours
With these

ly comparing, Then there were hundreds of “ground rules” and by consulta-

in that

spect,

grown old in - service, - were

re- small businesses where workers, tion with an actuary a pension
with-

benefit of $35 a month to qual-

the hair-do of granted retirement bounties or ified - retiring employees was

the

when his in- more concrete than the resources Social
from of the firm, and the humanity of course).

come,

oldster gratuities, without any program agreed upon (this in .addition to

of
not

Security = benefits,
Well this * fund,

this source, the proprietor, provided. But al- quite two years old, has now
commences! ways there was the basic idea of grown from zero to-around $140,-

Ira’ U. Cobleigh mad” world

this single

word, “pension,” ‘has made such pension plans involved payment Lave

ice,
Most of the older and larger

In a “security- rewarding long and faithful serv- 000 and, at present pace, will

grow about $65,000 a year—ex-
cluding interest. And the trustees
an  investment - problem.

an impact on our economy, and into a fund by both employer and Up to now all the funds have
our way of life, as to justify spe- employee, and interest in the fund been in commercial bank  bal-
cial treatment. The funds that ysually vested with the employee, @nces, savings kanks, and short-
assure these sunset incomes, if giving him some right of with- term government securities yield-
projected at their current rates of drawal if he left service to work ing totally less than 11%%. Quite

growth, might easily become, in
a quarter century, pyramids of
capital equalling to or exceeding
the present magnitude of total
savings bank deposits.

How did this pension idea get
started anyway? - Well it goes
pretty far hack in history. Roman

soldier§, old and battle-scarred Retirement Act set up under gov- selves. First to lodge the' trust,

elsewhere.

Then came in 1935 the Social
g 5 A
nomic grief of 1932, setting forth
the theory of government eco-
nomic protection of the.old, by a
basic tax on employer and em-
ployed; and in 1937 the Railway

obviously that’s not enough. It’s
an :incomplete and. unenlightened
way to deploy pension funds, and

" it deprives union members of the

maximum benefits and hourly
payments, hammered out at the
bargaining table, should create,

Two solutions suggest them-

from the wars that put the Em-'ernment supervision, a system of funds with an insurance company
pire together, got some sort| of annuities from the fund built up under what they call a deposit
life income as a reward; and the from equal contributions by a agreement. Then when a worker

ramous Praetorian guard at Rome:

lived by grants, very high on the
imperial hog. Throughout the
Middle Ages, soldiers as well' as
favored courtiers, whose fidelity
and devotion to their monarch
(combined frequently with a
phenomenal flair for fawning)
were noteworthy, also were
granted royal pensions; and later
poets and musicians were vouch-
safed annual incomes from rulers
partial to the finer things of life.
All these stipends, you’ll ‘notice,
related to the length or quality
(or both) of services performed.
The ordinary folk, as they reached
advancing years, and loss of eco-
nomic usefulness, looked for the
most part to church charity for
such security as they obtained.

Then, in the 19th century, there
grew up in certain countries, par-
tially as an offshoot of Socialist
dogma, the concept that the State
should provide at least a sub-
sistence to .the old and infirm,
without special regard to length
of service in a trade or on a farm;
and even thecugh the character in
question had not been a particu-
larly diligent or loyal worker.
Such pension ideas took root in
Germany and Sweden, but did not

carry over to America till well smaller and weaker sections of Y€ars,

into the 20th century..

In the United States all sol- of $100 a month retirement would is compound.ed.

diers from the Revolution on
have had pensions available to

railroad and its workers.

So by now it’s clear to all that
pensions are here to stay; that
they may. provide not only ter-
minal rewards to the faithful and
diligent but to the lazy and sloth-
ful as well; and they create under
a semi-Keynesian theory, a con-
tinuous element of purchasing
power, even after any contribu-
tions to national productivity has
ceased. :

Apart ~ from = Social Security
which 1is merely a subsistence
grant, the dynamic pitch for pen-
sions in industry came’with the
Ford and General Motors agree-
ments of 1949 when $100 a month
minimum (inclusive of Social Se-
curity) was written into union
contracts; and the heat was on
for all other union bargainers to
shoot for a retirement level of
that sort.”

Not "all companies, however,
have the size ‘and resources of a
General Motors; so that among
the smaller echelons of enterprise,
where current assets were lower,
and mortality higher, a single
contract covering tens of thous-
ands of workers was out of the
question.  Further, among the

industry - the guaranty obligation
have put many firms out of busi-

ness altogether. So there devel-
oped the idea of so much-an-hour

arrives at age 65, the fund- will
purchase an annuity for that per-
son, That way the insurance com-
pany retains the funds and sup-
plies the pension payments, and
all actuarial advice,

The other way is to operate the
fund as is, retaining an actuary
to pass on any increases (or de-
crease) -of henefits or broadening
of coverage -appropriate, and se-
lecting a kank- for payment dis-
tribution,  security custody, and
for guidance in portfolio building.
This latter method should im-
prove the yield on funds. Today,
funds confined to governments,
yield around 2.60%; governments
plus legal list bonds, 2.9%; gen-
eral market bonds plus preferred
stocks, 3.25%; and portfolios
with 25% in common stocks,
around 3% %.

If you just multiply the fund I
described by several hundred (in

building, trucking, clothing, etc.):

you can easily see that these per-
hour pension funds (added to the
big company ones like General
Motors, A. T. & T., etc.) consti-
tute today a vast reservoir of cap-
ital—well over $3 billion. They
could equal $30 billion in 10
if higher per hour pay-
ments are written:in, and income
They will rep-
resent an increasing buying ele-
ment in . our security market.

them, and by 1870 pension sys- into a fund—sort of a pay-as-you- More. particularly these funds

Telepkone
BOwling Green 9-7027 -

.. Doman' Helicopters
Lithium Corporation

Empire State Oil

HAY, FALES & CO.

Members New York Stock Exchange

: 71 BROADWAY,

NEW YORK (6)

Teletype
NY 1-61

Are Stock Prices™™
TOPPING??
“HOW TO MAKE NMONEY

ina
DECLINING
STOCK MARKET”

Read this 80-page book NOW.
Profit from it on the way DOWN.,

THIRD PRINTING $1.00

MARK WEAVER, Dept. C-1, Box 1130
SANTA MONICA, CALIFORNIA

represent -a challenge to the in-
vestment fraternity as a great
source of capital for future equity
financing, for corporation bonds,
for buying and leasing real estate
and, in due course, private place-
ment 0t securities. The pension
funds are on the fringe of a fan-
tastic erowth.. Common sense sug-
gests that they may also become
big common stockholders,

 Business
Man’s

Bookshelf

Chemonomics — Newsletter for
the financial, commercial and
technical aspects of the chemical
process industries—R. S. Aries &
Associates, consulting engineers
and economists and specialists’ in
chemical process industries, 400
Madison Avenue, New York 17,
N. Y. ¢ i

- Comprehensive Classified Mar-
keting Bibliography, Part II——Da-
vid A. Revzan — University of
California Press, Barkeley 4, Calif.
—Paper—$3.50.

How To Make Money In a De-
clining Stock Market — 80-page
book—Mark - Weaver, Dept. C-1,
Box 1130, Santa Monica, Calif.—$1.

Over the Counter Securities Re-
view—One year’s subscription to
monthly magazine plus a copy of
“Over-The-Counter Dividend

Champions” “and use- of special
free literature service—$3—Over-
The-Counter Securities Review,
Research and Promotion Co.; Jen-
kintown, Pa. )

Speculative Merits of Cemmon
Stock Warrants—Sidney Fried—
Discussing the different phases of
warrants — R, H.. M. Associates,
Dept. C, 220 Fifth Avenue, New
York 1, N. Y.—$2 (or send for
free descriptive folder).

WARRANTS

In the last bull market, 1942-46, $500
investments in each of Richfield Oil,
Tri-Continental and R.K.O. Common
Stock Warrants appreciated to $44,000, |
885,00 and $104,000 respectively.
If you are interested in  capital
appreciation, be sure to read
“THE . SPEGULATIVE MERITS
OF COMMON STOCK WARRANTS,”
by Sidney Fried.
It discusses Warrants in their different
phases—explores many avenues of their
‘profitable purchase and sale—describes
most existing Warrants of interest.
For your copy send $2 to the pub-
lishers, R. H. M. Associates, Dept. C,
220 Fifth Avenue, New York I, N. Y.,
or rend for tree descriptive folder.

WANTED —*3.00

From man or woman interested in keep-

ing posted ‘on latest developments of

over-the-counter securities. $3.00 brings:
J1. One year's subscription to OVER-
THE-COUNTER SECURITIES REVIEW,

© cnly monthly magazine devoted exclu-
sively to unlisted securities. Pocket-
sized. Gives NQB Stock Index, corporate
news, utility notes, dividends, earnings,
indvstry analyses and other special
features, Covers hundreds of companies. .
2. A copy of OVER-THE-COUNTER
DIVIDEND CHAMPIONS. Describes al-
most 250 -over-the-counter companies
paying dividends regularly for 15 to
101 years—an indispensable reference
handbook. ;
3. Privilege of using OCSR's Free Lit-
erature Service—easiest way to obtain
latest brokers' literature on over-the=
counter .companies without charge,

For all 3, send only $3 to

OVER-THE-COUNTER
SECURITIES REVIEW

Research and Promotion Co., Publishers
JENKINTOWN, PENNSYLVANIA
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Observations . . .
== By A. WILFRED MAY ==
Let the SEC Investigate the Congress!

The Congressional investigation of the Securities and Exchange
- Commission will soon get under way. It seems. to us that instead,
- the Commission might with equal appropriateness investigate the
i Congress for sabotaging it and the investor flock under its pro-
: tection, ! :
Ever since the initiation of our Federal
. securities legislation in 1933 and of the SEC
-'police force in 1934, this sector’s efforts toward
restraining speculation have been vitiated by’
other counteracting policies of the Administra-
tion and the Conegress. £
: In the 1935-37 period we saw the margin
- requirements.and other anti-speculation meas- -
* ures more than counterbalanced by the Gov=
: ernmental alter ego’s expansionist policies: of
- borrowing-and-spending and reducing the in-
terest rate, which propped and extended- the
: big bull market of that time. i :
Now the SEC’s mission to maintain the
‘ nation’s investment structure is being sabotaged -
- by other branches of the government; not
-only through their generation of the “inflation”
- which is so adequately bolstering our 270-bull
stock market against the threat of reduced earnings, but also, as
. we shall show, through taxation-—past and pending.
. Our capital gains tax has always, in discouraging profit-taking
-and in acting as an accentuator of the up-swing of bull markets,
in itself constituted an important force toward investment im-
+balance. But now in view of the tax bill with even higher rates
ron individual incomes to be acted on this week-by the Congress,

. ; o
A. Wilfred May

‘we are struck by the additional harm :to the markets resulting

from the tremendous excess of those rates in the higher brackets
over the maximum levy on long-term capital -gains of 25%.

. We theroughly approve of the lawmakers’ refusal to raise the
25% ceiling on the long-term gains levy; in fact for reasons of both
equity and. revenue production we would ‘abolish this tax alto-

. gether. But abrogation of the capital gains tax is irrelevant t6 our

. point; which stems from the present great differential hetween

the 25% maximum levy.on speculative transactions and say the

50-90% levies on income, which differantial so greatly raises the
attractiveness of speculative profit, as against investment income.

This distorts and perverts the entire investment character of
-the market, as the participants” policies are confined to the Seek-
ring of successful predictions of- changes in market price per se,
in lieu of the proper investment function of appraising real values
in terms of the likely constant return on the capital.

Investor Self-Delusion

This has resulted in a grand-scale self-delusion by the investor:

For in concentrating his attention on change in capital price as an

end in. itself, he neglects the fact that price is dependent on*

income, that the former can only be-justified by the latter. In his
tax-induced wishful thinking, he forgets that if taxation or any
other element precludes a: satisfactory income return, then (short
of liquidation) no basis for the price exists, other than the purely
-quick-sand gambling motive of buying because it is blindly hoped
that someone will come along to take the stock off one’s hands
at a higher price. )

It is true that the comparatively low-income bracket buyers
of mutual fund shares do supply some market participants who
can surmount the tax barrier to enjoy investinent income.. But
their number is relatively small, and even here; especially 'midst
bull markets, concentration on capital gain scorekeeping of the
funds’ achievements, including pay-outs capital-wise, supplant
attention to the more drab but legitimate genuine investment
return from regular dividends on the underlying securities.

If a market of this character of Peter-gaining-by-passing-on-
to-Paul goes far enough in concentrating on capital gains, we get
into a most dangerous situation—a la the 1929 bubble,

Sabotage from the Corporate Tax

Also uncermining, instead of “protecting the investor,” is our
present and pending taxation of corporations. The excess profits
tax promotes corporate extravagance and general profligacy, thus
stimulating inflation and, like the corporate income tax at the
present devastating rate, undermining the stability of the inves-
tor’s companies.

Does all this perhaps manifest the fact that “protection of
the investor” is no longer deemed important by our Washington
Powers-That-Be? In any event, let this sabotaging of the investor.
and those responsible therefor, be investigated, along with the
SEC’s long-standing assignment to preserve him!

We take pleasure in annéuncirzé t.hat
MR. GERARD F. HULSEBOSCH

has become associated with us

" GODNICK &« SON
‘ Members - Put & Call Brokers '& Dealers' Ass'n., Ine.
30 Broad Street, New York 4, N. Y. . HAnover 2-3822

LETTER TO THE EDITOR:

Favors Smaller
Trading Unit

Writer contends, since vast ma-

jority of shareholders hold less

than 100 shares in single corpo-

-ration,; it would be in conformity
with their interests.

Editor, The Commercial and Fi-
mancial Chronicle:

In-view of the increase by Odd
Lot Brokers of from ‘Y% to %
point fee -on stocks selling above
40, it seems only fair that the New
York Stock Exchange should give
sorae  consideration to making a
unit of trading which would con-
form more to the small stockhold-
er’s interest, :

“'If ‘a'review was made - of the -

list of stockholders of all impor-
tant corporations, it would be re-~
vealed that the majority are odd
lot holders, These people are the
true owners of these corporations
and it seems very unfair that they
should be penalized when buying
and selling to the extent of a
quarter of a point—both in and
out on at ransaction—and this in
addition to an odd lot buying tax.
This tends to make it almost im-
possible to trade in odd lots of our
better - grade stocks, '

Take for instance the American
Telephone & Telegraph. It ‘is. a
known fact that 60% 'of these
stockholders are odd lot -holders.
In the interest of the stockholders
of this high-priced stock and ‘also

in the interest of the public in. -

general, this writer feels that the
unit of trading should be 10 shares
or the stock should be split 10 for
1 and retain the unit of ‘trading
at 100 shares, 4 !

The Stock Exchange has over a
long period of time advertised the
fact that they try to maintain a
free and open market. If this is
true, then this writer maintains
that a. review of the stockholders’
lists of all of the large and impor-
tant corvorations c¢f our country
should be made and the unit of
trading brought into conformity
with stockholders’ interests and
thereby cease penalizing the odd
lot buyer whom. as mentioned
above, is the backbone of the in-
vesting public.

WM. C. HARSH.

New York, N. Y.,
Sept. 11, 1951,

National City Bank
Syndicate Offering
Los Angeles Bonds

A group headed by The Na-
‘tional City Bank of New York is
offering $5,000,000 4% %, 1%%
and 2% City of Los Angeles, Cali-
fornia. Sewer Bonds maturing 1952
to 1991, inclusive. The bonds are
priced to yield from 1% to 2.25%,
according to maturity.  Other
members of the offering group in-
-clude: The Northern Trust Co.,;
Heller, Bruce & Co.; First of
Michigan Corp.; Roosevelt & Cross
Incorporated; Shearson; Eammill
& Co.; Fidelity Union Trust Co.,
Newark, N. J.; Robert W, Baird &
Co.; Inc.; The Illinois Co.; Kaiser
& Co.; Emerson Cook Co., and
Wagenseller & Durst, Inc.

Joins Bache & Co.

(Special to THE FINANCIAL CHRONICLE)
_GREENSBORO, N. C.—Thomas
A, Lysett is now associated with
Bache & Co., 101% West Market
Street. He was formerly asso-
ciated with Courts & Co. in Dur-
ham and prior thereto was with
Lawrence R. Leeby & Co. and

—| Thomson & McKinnon in Florida.

Steel Production
Electric Output
Carloadings
Retail Trade
Commodity Price Index
Food Price Index
Auto Production
Business Failures

' , The
State of Trade
and Industry :
I ' Y,

* Total industrial output-for the nation as a whole last week
resumed its upward course following a slight recession due to
Labor Day in the preceding week. It was noted that while the pro- -
duction of some civilian goods was down the past week, military
production advanced moderately above.that in the corresponding
week in 1950. . .

There was a slight: increase in employment throughout ghe §
country and at the same time new claims for unemployment in-
surance dipped moderately in the latest week.

Steel operations advanced last week 1.7 points to 100% of :

- capacity and are scheduled the current week to rise an additional :

1.2 points, bringing the. capacity rate up to 101.2%, or equivalent
to 2,023,000 tons of steel ingots and castings for the entire in- :
dustry. ’ : : . :
The: steel industry will' produce the extra million tons re- *
quested by Defense Mobilizer Wilson in the first quaiter of 1952, .
according to “The Iron Age,” national metalworking weekly, in ,

. its summary of the steel trade this week. This prediction is based
i on three assumptions: that strikes will not cause large production ,
. losses; that.the industry will be permitted to expand at its pro+{

jected rate, and that shortages of raw ‘materials, such as scrap,
do not force production curtailment.

A careful check of mill superintendents by “Iron'Age” editors

- shows that steelmaking is not suffering unduly from breadowns

or lack of material for repairs, = ° )
Nor. is there any likelihood that maintenance trouble will -
stymie production in thé near future, this'trade authority states. -

. Rated capacity of steelmaking facilities is calculated to permit .

about one-eighth of furnaces to be down for relining at any given
time. This permits orderly scheduling of production and rotating .
of maintenance—without drastic disruption of output.

Conversicn arrangements, it points out, will continue ‘to play, :
a stellar role in the steel market. Though the government is -
directing some of this tonnage, it shows every indication. of per-

. mitting. this last frontier of the free steel market to continue— -~

despite total CMP, since conversion, though costly to the con=
sumer, makes it possible' to produce ‘more finished steel ‘than *
would otherwise be turned out. 2

Conversion is expensive because, in addition to rolling fees, °
it involves extra freight charges from ingot source to rolling mill. &
If long or complicated transhipment is involved the freight charges '

. become terrific.

Some steel users had been hoving to scuttle these expensive
conversion arrangements. They had planned to cut costs by get-
ting their steel at regular mill price through the Controlled
Materials Plan. - But now they are holding on to conversion for
dear life. . Others who Lad already cancelled conversion are jump~
ing back into line. : ¥t 5

. They are finding CMP is no panacea for steel procurement.
For:one. thing, some requests for steel‘ have been- scaled down
rather drastically. Other users who have gotten satisfactory or
liberal allotments find they can’t get théir CMP tickets honored
because mills are booked solid. Even if they are able to get their
orders on the books there is always the chance they will be
bumped - by military priority, the “Iron Age” concludes.

In the automotive industry, production of cars and trucks in
the United States last week increased. to an estimated 129,667 units
from 97,547 the previous week when Labor Day upset assemblies.

Also responsible for increased output the ‘past week were
improvements in daily rates by Chevrolet and Buick, plus resump-_
tion of assemblies by Hudson after an almost complete suspension ;

.the preceding week, “Ward’s Automotive Reports” stated.

Steel Operations Scheduled to Rise Further This Week

Continued tight supply conditions will prevail in the steel
markets throughout first quarter next year, says “Steel,” the.

Continued on page 33
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‘The View Ahead in Chemistry

By C. E. KENNETH MEES*

Vice-President in- Charge of Research,
Eastman Kodak Company

Prominent research executive explains progress and problems
in all fields of pure and applied chemistry. Shows use and
service of chemistry in' fields of biology, medicine, agriculture

" - and synthetic products used as fibers, foods, antibiotics along’
with destruction of pests and disease. Stresses possibilities
of further progress in chemistry, but warns great danger of
next half century is that global chaos may obstruct scientific
advance. Pleads for independence in research, and freedom

from bureaucratic

I was requested in this address
to forecast the tuture of chemistry.
It 'is, of course, quite 1mp0551ble
to see the future and the orxly in-
dication that
one can ob-
tain is to look
at the past and
at.the present,
%o assume that
Ppresent trends
will ' continue,
and thus to
deduce the
future course
of events from
those -of - the
present. .

About 300
years- ago, a
great - discov-
ery was made
—the ' discovery that knowledge
could be derived from direct ex~
periments, and this was the spark
which- initiated a complete revo-
Jution in the life of man, Before
long, the use of the experimental
method began to affect technology,
engineering came into existence
as:an application of science, and
machinery and factory organiza-
tion took the place of hand labor
and home industry.

Through the 19th century, the
growth of science and technology
continued at an ever-accelerating
pace. Then, about 50 years ago,
the scientific method was applied
directly to industry, and at the

Dr. C. E. K. Mees

*An address by Dr. Mees at the Dia-
mond Jubilee Banquet of thc. American
Chemical Society, New York City, Sept.
5, 1951.

scientific controls.

present time almost all industries
dealing with technical problems
include in their organization a
department devoted to the study
of science and its application to
the technology of the business.
Some of these laboratories are un-
dertaking the responsibility- for
the whole future of the industries
to which they are attached. They
are, in fact, no longer engaged

- simply in applying scientific
+ knowledge;

they are producing
much of the scientific knowledge

“required.

The growth of scientific knowl-
edge and its application ty indus-
trial technology is producing
changes of great importance - in
our social and economic life, and
the rate of change is continuously
increasing, so that it may be com-~
pared to an autocatalytic reaction,
of which the rate is increased by
the products of the reaction itself.
Such a reaction will commence
slowly and then increase in rate
and. go faster and faster as the
products accumulate, Sometimes
the rate increases so much that
the “reaction becomes explosive,
and the final form is entirely dif-

ferent from the original system.

Sometimes, after a period of vio-
lent reaction, the system settles
down into a new and stable form,
No system which is changing at
an increasing rate, and especially
no system in which the product
of the reaction increases the rate
of change, can be stable, and it
is probable by analogy, although
it is not certain, that.our present
social system is in a completely
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unstable stage. Perhaps, after a
period of violent change, it will
settle into a new and stable phase,
which will endure until some new
cause provokes another period of
change.

Some Chemical Problems

Let us examine certain chemical
problems on which much atten-
tion is being concentrated and the
solution of which may be expected
in the next few decades. The fun-
damental problem of chemistry is
the structure of the atoms and the
nature of the forces which hold
the atoms together and which en-
able atoms to combine to form
chemical compounds. During the
last 50 years the internal structure
of the atoms has been unraveled,
and we now know that they consist
of a nucleus surrounded by a num-
ber of electrons occupying a series
of orbits. Different elements have
differing numbers of electrons and,
capacity to form chemical com-
pounds, and their chemical prop-
erties depend upon the  position
and number of the electrons, The
most important of these chemical

properties are fhe valencies, the’

ability to combine with one or
more atoms to form compounds.
The nature of the valency forces
is being elucidated, and with a
more complete understanding “of
this subject, chemists will be able

to direct their work on the syn-.

thesis of compounds and to under-
stand the reactions of many sub-
stances which = are at  present
obscure, ?

Whereas the outer electrons. of

the -atoms control their chemical

reactions, the properties of the:
nuclei belong to ‘the realm of

physics.. The discovery that some
elements are unstable and that
their nuclei decompose spontane-
ously was, however, made by the

chemists, and, as a result of the
recent ‘work of nuclear structure,.

the chemical elements have been
increased in number. The heaviest
atom which occurs naturally has
92 electrons. Recently atoms have
been made synthetically’ having
93, 94, 95 and 96 electrons. More-
over, the elements having 43, 61,
85 and 87 electrons, which do not
occur in nature, have been syn-
thesized. It is not unlikely that
elements will be synthesized in
considerable quantity in the near

future. If this seems improbable,

we should remember that when
the mass spectrograph was in-
vented in 1920 it would have
seemed quite incredible that with-
in’ 25 years™ giant mass spectro-
graphs would be used for the
large-scale separation of isotopes
at Oak Ridge. But the greatest
importance of the work on atomic
nuclei is without question that
which leads to an understanding
of the structure of the nuclei
themselves and of the forces which
hold them together. Here we may
hope to protit not only from the

particle accelerators and the nuc--

lear reactors but from the work
on the thermodynamical proper-
ties of substances at very low tem-
peratures, such as that carried on
with so much success by Profes-
sor Giauque at Berkeley and Pro-
fessor Simon at Oxford.

In.the study of many chemical
reactions, the earthbound chemist
finds himself at a disadvantage.

Fortunately, he can transform him-"
self into an astronomer-and study -

the starry heavens. There he finds
many things to interest him. The
relative abundance of the chemi-
cal elements in the cosmos may
give a clue to the origin of the
stars‘and, incidentally, of the solar
system, on which ‘man has pon-
dered for so long. The nuclear
reactions which take place in the
stars can be correlated with those
which are studied in.the physical

‘laboratories. In the atmosphere of

the sun, atoms lose their. outer
electrons and change-their.chemi-

..cal properties and their emission

spectra correspondingly. - Surely,
before long we shall try to carry
out reactions-at temperatures far
above the few thousand degrees
available in our furnaces and yet
below the millions of degrees pro-
duced by nuclear reactions in the
interior of the stars.

The astronomer-chemist cannot
only study matter subject to a
great range of temperatures; he
can ohserve matter under a range
of ‘pressure far greater than that
available on the surface of the
earth. Most of the matter in the
solar system and in the stars is
at:pressures of over 1,000 atmos-
pheres. In the dwarf white stars,
the pressure is so great.that a
cubic inch of the material would
weight several tons; in the giant
red stars, the matter is a gas at
a density far less than we can

ol g i b
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attain by means of the best high=
vacuum pumps available. But
these red stars are still stars—con-
centrations of matter—and be-
tween the stars the astronomer can
measure the nature of the mole«
cules of matter dispersed to a
much greater degree. Under these
conditions, when an atom or mole-
cule can travel a considerable dis-=
tance and for a considerable tlme
without encountering another pai=
ticle, matter can exist in forms
wh1ch are quite impossible ‘in the

‘crowded conditions of matter on

earth, and reactions can occur
whlch are unknown to the earth-
bound chemist,

Chemistry and Biology !

One of the points where knowl-
edge is making -its greatest-ad-
vance is where chemistry meets
biology. The chemicals which are
most . characteristic of living or-
ganisms are the proteins: Today
chemists are actively engaged in
the ‘study. of the proteins of the
living cell, in which the analysis
of structule by means - of X- rays
is promising to be of use. \An un-
derstanding - of the mechanism: of
cell: growth may even lead: us to :
a knowledge of the life processes-
themselves. Much. of the work on
cell growth is inspired by the de=
sire 'to . ‘control . the abnormal
growth of cells. which oceurs in
cancer. Very probably the keys to
the cancer problem: will be found
eventually in the: keepmg of the
chemists.

It has always seemed”to -me
that a more intense- study ‘of ‘the
physiology  of . the “invertebrates
might be-very profitable—perhaps
more profitable than the direct
attack -on human physmlogy, on
which far more. effort: is bemg
expended.

In his address to the. British
Association a month ago, Profe$-
sor Hinshelwood referred to- the
effect of chemicals in producing
mutations of cells. Colchicine, for
instance, produces new races of
flowermg plants by increasing the
number of chromosomes, and such
actions are’ not  confined ‘to' the |
vegetable kingdom. According to
the newspaper reports of his
speech, Hinshelwood felt that the
control - of  mutation by drugs
might be used to control person-
ality, just as synthetic polymers

Continued on page 20 -
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Pension Trusts Usher in
~ New Investment Era

By WILLIAM HURD HILLYER

Calling attention to vastness of pension trust movement, Mr.
Hillyer describes three approaches to pension plan practice;
viz: (1) employers taking out employee retirement insurance;
(2) setting up a fund administered by a trust company; and
(3) direct employer administration. Finds latter plan increas-’
ingly favored by corporate executives who deplore “traditional

phrases it in talking with this

writer. . Then, too, he reminds
us, the trustees are faced with the
charge that top management pulls
down a larger percentage of the

'fund, because the number of

“worker” employees leaving the

_company is always larger than the
. number resigning from' the man-
.agement. group. - Yet the former
.-get: the smaller share.
.when management reports a profit

Again,

shrinkage, the insured rank and
file are apt to grumble because

periled — except, of course, in
those relatively rare cases where
employee education respecting
the business has been carried to
great lengths.

(2) When the company’s. pen-

sion funds- are invested in its-

‘own stock, thére is nothing to
discuss, because the plan is no
stronger than the enterprise .it-
self, with attendant long - time
future hazard. - It is open to sim-
ilar, objections with plan (1)
above. i - e WY

X (1051) 3

(3) Straight Pension Funds.

These can be actuarily computed, °
and their expectancies can be
charted with a fair degree of
accuracy, Their initial flow. is
relatively large because they are
at the outset “picking up” the
coverage of present employees,
some of whom may have reached
an age requiring heavy reserves;
but in time such funds tend to
become static. Nevertheless, they

do not “run out,” nor is th_e plan
Continued on page-31

. poiicy thinking” of frust companies, and lists as types of em-

they feel that their future is im-

pioyer managed funds: (1) Profit.Sharing Pension Plan; (2)

purchasing company’s own stock; and- (3).straight pension

funds.. Discusses investment problems of trust funds, particu= -
larly as to investment in stocks and FHA-VA mortgages.

. The sky itself seems too low a
limit for the pension trust move-"
“ment. Following a recent survey
by-. Morgan . Stanley & Co., : the
word “astro- ) ‘
nomical”~ has-
been used to
deseribe the:
size of re- .
serves: that -
the movement -

© Will- require.
This -view: " is !

part. At all events he accumu-

lates the - “fund” by making

payments to an insurance com--
pany. . This method is generally'
known as the “insurance company -
plan” and has much to recommend -
it, chiefly because of: simplicity -
for the benefit- of smaller-com-:
pany employees. - It is, however,!

losing ground:in competition with ! |

the ‘trusteed plan,”” under which -
the fund is held and administered ¢

‘by a-trust company: as trustee; -

A - compelling ' reason for" this;""

trend. fo.: the  Trusteed Plan,.say:.’

some-0f its exponents, is that the

ields from investments are ‘more '
conformity with changing’ con-"-
itions and interest rates. . Trust’*

| " ecompanies; it is. urged, are-far’.

William H. Hillyer
‘. Board, . if: the o s
funding principle.were applied to
all._American companies it would
create  a. corporate. liability of
$65_billion—more than..the-com-
bined working capital of the
companies. - Furthermore, it has
been estimated: that a $15 billion
fund would be required for a $100
monthly pension to -cover only
one-third of the A. F. of L. plus
C.I.O. union membership.

“_'1:he problem of finding sound

investment outlets for the accu-
mulated reserves” is. complicated
and. difficult.l . As a unitary ex-
ample, Vice-President Paul W.
Wren of the Old Colony Trust
Company in Boston calculates that
around " $14,000 is necéssary to
fund a pension of $100 a month
for-a worker retiring at 65. . How,
“then, should a fund be invested,
with due regard ‘to mandatory
income yield, safety of principal
and the laws governing such
projects?

What Is a Pension Trust?

Before attacking this question,
we might ‘do well to make quick
contact with another: What is a
pension trust—or, more broadly,
a pension plan? To the average
reader, both the phrase itself and
the* objective it connotes are
fairly obvious and includes public
as -well as private retirement
plans; but for our present pur-
poses we need consider only those
which are set uvn by firms and
corporations for the benefit of
employees. So. rapidly has the
idea back of such plans developed
that . they, in turn, are already
dividel and subdivided into
classes and types, Manifestly, the
appropriate’ investment policy
in any instance depends upon the
particular variety ‘to which -the
plan belongs.

‘. Approaches to Pension Plan

e Practice ,

| There are three different ap-
proaches to pension plan practice.
One ig through an insurance com-
pany. By this method the em-
ployer takes out retirement. in-
surance for his employees. In
effect this is the same as if he
had bought for each employee a
life-income annuity to begin at a
certain age and was paying the
premiums thereon in whole or in

- 1Americun Bankers Association, Trust
Bullet'm, June, 1951.

ahead of insurance companies in "
offering a plan that is more flex-*
ible for the employer, the insured:
and the institution.itself.2 | .
A U.S..Treasury survey in 1946 '
showed insurance - plans as in:
greater number, but trusteed plans
in - the numerical aggregate as’
covering more employees. Of re-
cent years, as already noted, the
trend has been towardstrusteed ¢
plans, - though the. Institute ~of :
Life Insurance has reported. that |
the number of pension agreements :
underwritten. - by “life insurance -
companies increased from 1,530 in

" 1940 to 11,020 in 1950.

The third approach to pension :
plan management is by way ‘of
employer ,company administra- :
tion, This method is increasingly
favored by those corporation ex-
ecutives who deplore the tradi- -
tional “policy thinking” of trust
companies. . ;

As of March 31, 1951, the Treas-
ury reports that a total of 15,345 |
pension and profit sharing plans -
had been submitted for govern-..
ment approval since 1942, -

An extremely conservative esti- *
mate, that of J. F. Sullivan, Mer- - -
rill “Lynch, Pierce, Fenner &
Beane, places 7,000,000 workers
as presently under private pen- .
sion plan coverage3 and some
authorities give 10,000,000 as the
estimated figure, “Every corpo- -
ration will eventually have to .
install a pension plan,” says one.
Many competent observers agree
in predicting that the number of
plans (and presumably the dollar
value of funds) will double within
a very few  years, though some
sound a note of caution and see a
yearly increase of between $500,-
000,000 and $700,000,000.4

Types of Private Pension Funds

Such is the setting for our spe-
cial - study of Private Pension
Funds and their investment needs.
Here, again, we have classes and
types to deal with,

(1) Under the Profit Sharing
Pension Plan,” which is built up
out of company profits, a. rigid -
investment policy - is -indicated."
“Such_a plan’s portfolio has no
cushion,” as an investment execu-
tive .of one of New York’s larg-
est ‘pension trustee banks aptly

2 New York "Til;ues," May 20, 1951:
R..F. Wickenden of W. Morss & Asso-
ciates. '

3 “Private Pension Funds,” June 1951:
Merrill Lynch, Pierce, Fenner & Beane.

4 Bankers
Divisien.

Trust Company, Pension
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¢:Enters:

Stock. Matket

By BRADBURY K. THURLOW

13 " Partner, Talmage: & Co.
“UMembers, New York- Stock Exchange

Stock market analyst, holding there are signs that some of the
.- speculative sheep are: beginnmx to stray back into the fold,
-- sees -indications - stock- prices will ‘continue to: rise until new
- -dislocations, requiring correction, occur. - Says bull market is
‘not likely to end until greater public participation than now

. ev:denced taltes place.

In January of this year the
,writer - expressed the view that
‘public particxpation ‘was beginning
‘to appear in the stock market and
that this ac-

tivity signaled
the probable
start of a new
- phase of spec~
ulative activ-
- ity rather than
the end of the
two year bull
market. This
view was not
shared at the
time by a
number of
professionals
who held that
the worsening
business pic-
ture necessitated a rather severe
decline in general market prices
following which the rise would be
resumed to the accompaniment of
the usual fanfare. At this time
some 50% of the “Balanced” com-
mon stock and bond funds adopted
the same view and in consequence
reduced their common stock hold-
ings to the most conservative fig-
ures in many years. It is interest-
ing and perhaps not too surpris-
ing to note that since the January

. B. K. Thurlow

article was written the market (as
measured by the Dow Jones Aver-
ages) has at no time closed with
a net decline' of as much as 1%
from the level prevailing at that
time. It has now advanced over
13% while those who have done
nothing but held their stocks have

;reaped ' another bumper crop of
8 dxvndends

1Lost Speculative Sheep Returning

to Market

Now, after seven months of

g -frustrated : and confused waiting
.for. market ' collapse,  there are

signs that some of the lost specu-

- lative ' sheep - are beginning to

stray back into the fold. It would
be well to ask again, in view of
their past record, what may be the
implications of this latest shift of
sentiment. - This time the stimu-
lus of war news and contract
awards seems to be lacking. Busi-
ness in many  segments of the
economy is the worst it has been
in 13 years and showing no signs
of improvement. Inflation psy-
chology has been dampened by
one of the stiffest . commodity
price declines in recent years. Yet
the stock market is staging a
broad advance with daily increas-
ing evxdences of growing enthu-
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.slasm, . 'I'he credxt fop this can
~hardly’. be - taken by the ‘leading

“forecasting seérvices, 82% of which
~were reportedly predlctmg further

price declines late in. June, just,

" before. the ;present 33. point rise in-

the ~market  averages' got under
way.

.If the comparison’ made in' Jan-

uary between that market and the.,

earlier speculative markets of late
1927, 1935, and -1944 still holds
good, we have our answer as to
why stocks have risen rather than
fallen since the first of this year:
namely, they are probably in the
process of going much higher. Lest
this sound a -trifle oversimplified
as a reason, let us consider it in
more detail. First, one must as-
sume willy nilly that some people

(even if they represent only 5% - -
af thpen whn trv) are able to make .
money by ‘interpreting -correctly -
the present and future course of"

stock prices.. These- skillful, or

lucky, persons will continue to in-

vest as great a proportion as pos-

sible of their assets in stocks as-

long as they believe higher prices

lie ahead. If- the market, through -

some sudden shift in public sen-
timent, brings the price of certain
securities they have been buying
to lower levels than previously
prevailed, then they will use their
available money to buy a larger
number of shares. It is not diffi-
cult to see that as long as they are
right, those who sell to them on
any pretext whatever must be
wrong, and- in today’s market,
where so much of any stock is
kept locked up for permanent
holding, a- moderate amount of in-
vestment buying in an issue will
suffice to keep it from declining
far in price no matter what ap-
pears to be immediately ahead on
the business horizon.

Bull Market to Continue -

It is unnecessary, perhaps to
point out that those who  have
foreseen higher stock prices and
have made money on this basis
are (a) looking toward some con-

i dition of optimism in which pre-
vailing high prices may be turned .-

into profits and (b) aware that
at any time and for a variety of
reasons reactions in the main
trend may ‘occur which will be
used by the foolish to lose, and
the wise to strengthen, their posi-
tions. If we have emerged from
such a reaction this summer, then
it stands to'reason that the publnc

should be once more preparing to .

buy back the stocks they sold (or
had not the courage to buy) at
lower prices. It stands to reason
that ‘while ' this process goes on,
stock prices will rise until new
dislocations occur requiring an-
other correction of the now
familiar variety. The writer does
not believe now any more than in
January that the. bull -market is
over or that it will be until we
have seen much more public par-
ticipation than has been witnessed
to date.

Gerard F. Hulsehosch
With Godnick & Son

Gerard F. Hulsebosch
Gerald F. Hulsebosch has be-

_come associated with Godnick &

Son, 30 Broad Street, New York
City, dealers in puts and calls.
Mr. Hulsebosch was formerly with

Herzog & Co. and prior thereto

conducted his own

¢ ] investment
business in New York.

Some other force was obvi-
‘ously. at work. - -~

Deder Broker Investment”

Recommendahons and Lnteralu;e ?

It is. understood that the firms mentioned will be pleased ": .
‘to send interested parties the following literature;

Chemonomics—Newsletter for the financial, commercial and
. technical aspects of the chemical process industries—R. S.
- Aries & Assomates, consulting engineers and economists and

~ gpecialists.in chemical process industries, 400 Madlson Ave-
¢ nue, New York 17, N.

Graphlc Stocks—-—January issue contams large, clear teproduo- .

. tions of 1,001 charts complete with dividend records for the
full year of 1950, showing monthly highs, lows, earnings,
capitalizations, volume on virtually every active stock on the
New ‘York Stock and Curb. Exchanges—single copy $10.00;

) yearly (8 revised issues) $50.00—special offer of three:edi-
tions of Graphic Stocks, 1924 through 1935; 1936. through 1947 «
and up-to-date current edition, all for $25. 00——-F W. Stephens, :
15 William Street, New York 5, N. Y. .

How to Make Money in a Declining Stock Market—80- pafre
book—Mark Weaver, Dept. C-1, Box' 1130, Santa Momca,
Calif.—$1.00.

“Infermation Please!”—Brochure explaining about put—and-call y
options—Thomas, Haab & Botts, 50 Broadway, New York 4,
New York.

Liquor lndustry—-Analysis with special reference to Distillers
Corp.-Seagrams, National Distillers Products Corp., Schenley
Industries and Hiram Walker- Gooderham———Sutro Bros & Co i
120 Broadway, New York 5, N, Y.

Over-the-Counter Index—Booklet showing an up-to-date com-

. barison between the listed industrial stocks used in the
Dow-Jones Averages and the 35 over-the-counter industrial
stocks used in the National Quotation Bureau Averages, both
as to yield and market performance over a 12%-year period.
Of the 35 companies represented in the National Quotation
Bureau’s Over-the-Counter Industrial Stock Index, 12 trace
their ancestry fo years before the Civil War and another nine
had their beginnings in 1900 or earlier. Twenty-three of the
companies have been paying dividends continuously from
seven to seventy-nine years, Of the other twelve, one started
paying dividends 119 years ago, and its stockholders have
received annual dividends regularly with the exception of
the years 1833, 1840 and 1858—National Quotation Bureau,
Inc., 46 Front Street, New York 4, New York.

Over the Counter Securities Review—One" year’s subscription
to monthly magazine plus a copy of “Over-The-Counter Divi-
dend Champions” and use of special free literature service—
$3.00—Over-The-Counter Securities Review, Research and
Promotion Co., Jenkintown, Pa.

Proprietary Drug Companies—Analysis of outlook w1th par-

ticular reference to American Home Products, Bristol Myers,
and Sterling Drug—Eastman, Dillon & Co., 15 Broad Street
New York 5, N. Y. ;

Puts & Calls—Booklet—Filer, Schmidt & Co., 30 Pine Street,
New York 5, N. Y.

- Speculative Merits of Common Stock Warraats—Sidney Fried—

Discussing the different phases of warrants—R, H. M. Associ-
ates, Dept. C, 220 Fifth Avenue, New York I, N; Y.—$2.00
(or send for free descriptive folder).

YValue Line Investment Survey—Special four-week. subscrlptlon
offer including ratings and revorts, special situation, recom-
mendation, fortnightly commentary and one issue of Super-
vised account—s‘i 00—Arnold Bernhard & Co,; Inc 5 East
44th Street, New York 17, N. Y.-

Aerovox Corporation—Comment in ‘“Highlights”—Troster; Sin-
ger & Co., 74 Trinity Place, New York 6, N. Y. In the same
issue are comments on Emhart Manufacturing, Filtrol Co.
of California, Polaroid Corporation, Reeves Ely Laboratories
and Remington Arms,
Aetna Standard Engineering Compa.ny — Analysis — Moore,
Leonard & Lynch, Union Trust Building, Pittsburgh 19, La.
Anglo-Canadian 0Oil Company, Ltd.—Review—James Richard-
son & Sons, 347 Main Street, Winnipeg, Man., Canada and
Royal Bank Building, Toronto, Ont,, Canada.
Arkansas Missouri Power Co.—Card memorandum—G, A. Sax-~
ton & Co., Inc., 70 Pine Street, New York 5, N. Y.~
Arkansas Western Gas Company—New hulletin—David A.
Noyes & Company, 208 South La Salle Street, Chicago 4, Ill.
Bates Manufacturing Co.—Memorandum-—Charles A. Taggart &
Co., 1500 Walnut Street, Philadelphia 2, Pa.

Continued on page 40

SOur next issue of “HIGHLIGHTS” will comment on
Science Stocks including

Aercvox Corporation Polaroid Corporation
Emhart Mfg. Reeves-Ely Laboratories
Filtrol Co. of Cal. Remington Arms
For Banks, Brokers and Dealers
Copy on Request

TROSTER, SINGER & Co.

Members: N. Y. Security Dealers Associgtion
74 Trinity Place, New York 6, N. Y.
Telephone: HA 2-2400. Teletype NY 1-376; 377; 378
Private wires to
Cleveland-Denver-Detrolt-Los Angeles-Philadelphia-Pittsburgh-St, Louis
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250,000 shares of the -same par .
value, If -such..proposal  is ap-.
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J4.P. ‘Morgan & Co. Inc.
Plans Stock Dividend

Proposal involving 50,000 shares
‘to be submitted at special meet-
ing of stockholders on Oct. 17.

Henry C. Alexander, President
of J. P. Morgan & Co. Incorpo-
rated, announced Sept. 19 that the
board of directors of the bank

had /author-
ized the. call-

ing of ‘a spe-:
2" cial meeting, .
“of stockhold- :

ers to be held

Oct. .17, 1951,
for the ' pur- -

pose of -acting

upon -‘a- pro- .
posal to in-
‘crease -~the -
capital stock"

of the:-bank

from - 200,000:
- shares ..of - the:
par: value of '

‘ Henry C, Alexander .
" 8100 each to

e -proved by the stockholders and by

r

the Superintendent 'of Banks of
the State of New. York, the addi-
tional 50,000 shares will be dis-
“tributed to stockholders of record
Oct. 18, 1951, as a stock -dividend
.at the rate of one share for each
‘four shares then held. :

- Mr. Alexander ‘stated .that as‘a
result of the proposed increase the
capital  of the bzak would be
$25,000,000, the surplus would re-
main at $30,000,000 and undivided

» profits would be approximately
$8,500,000. He said ‘that at the
“mext dividend meeting the board

intends to declare the quarterly
dividend ' at. the current rate of
$2.50 per share, payable on the
250.000 shares which will be out-
standing after the increase.

The notice of the special meet-
ing will be mailed to stockholders
on or about Sept. 26, 1951.

McClelland Whitely
With Sidlo, Simons

(Special to THE FINANCIAL CHR0ONICLE)

DENVER, Colo.—MecClelland R.
Whitely has become .associated
with Sidlo, Simons, Roberts & Co.,
First. National Bank Building,
members of the Midwest Stock Ex-
change. Mr. Whitely was former-
ly an officer of Otis & Co. of
Denver.

With First Michigan

(Special to THE FINANCIAL CHRONICLE)
DETROIT, Mich, — William H,
Morris has been added to the staff
of First of Michigan Corporation,
Buhl Building, members of the
Detroit and Midwest Stock Ex-
changes.

Joins Hanrahan Co.
(Special to THE FINANCIAL CHRONICLE)
WORCESTER, Mass.—Alvino V.
Trifilo is with Hanrahan & Co.,
332 Main Street, members of the
Boston Stock Exchange.

Established 1856

H. Hentz & Co.

Members

New York - Stock Exchange
New York Curb Exchange
New York Cotton Exchange
Commodity  Exchange, Inc.
Chicago Board of Trade
New Orleans Cotton Exchange
And other Ezchanges

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

CHICAGO DETROIT PITTSBURGH
GENEVA, SWITZERLAND ~ &

From %;hington z
Ahead of the News

By CARLISLE BARGERON

The real significance of Governor Dewey’s utterances upon
the occasion of his recent visit to Washington, it seems to me, was
lost upon the Washington correspondents. One and all, they re-
ported his visit gave a fillip to-the Eisenhower Presidential cam-
paign. He visited, it was pointed out, with 3
Senators ‘who .are avowedly .enlisted in the: -+ -
Eisenhower cause.  He "also ‘visited with Sern-":

.ator Taft who is not enlisted in the Eisenhower

cause, -but, we are told by-the ever watchful."

. reporters, he did not discuss politics with Taft.

With- the Eisenhower -for ‘President Senators, : "}
he is said to have discussed politics. And, at - |
the conclusion of these political talks he is-

represented as having said that one thing that

is.really certain is that New York’s heavy Re-'.

publican delegation  will be for .the: General.:
This is probably true but it doesn’t neces- .

sarily represent the Governor’s mind at all.

+To:my mind there isn’t much doubt. that. New: :
.York’s 96 delegates will be. for.Ilke and -this-..

apparently will be with Dewey’s consent. .It - # - ’
could easily be in spite of it. In the 1940 pre- Carlisle Bargeron
convention campaign the New York delegation P }o &
was taken right out from under him and voted for: Wendell . Willkie,

Dewey recalls this, and -having been what was called. an .“iso-

lationist”—that year, he doesn’t intend, if he can help it, to be :

caught holding the bag this year. Eisenhower is the mood of the
New Yorkers that count politically so Dewey is for him. What he
really expects to accomplish through political shenanigans is some-
thing elge. .

In this light I think the newspapermen and commentators

‘missed -the real significance -of his recent Washington utterances:

He did his obeisance to Eisenhower, that is true. But then, he
put. himself in' the MacArthur .corner of. the great controversy
over whether the European or Asiatic theatre is the more im-

portant in this great racket, crusade or defensive warfare upon - -

which we free peoples have embarked to keep the totalitarian
monsters from overwhelming us, and maybe making taxes higher
than they are now, perish the thought. |Eisenhower is, of course,
aligned with the European school.

It has always intrigued me about our American politicians
that there should be a division of opinion, or a political issue upon
the question.of whether it was more important to meet Commun-
ism headlong in Asia or in Europe. A good place to meet it has
long been right here at home but only such as Joe MecCarthy -and
Pat McCarran, able Senators both, keep harping upon that, . Our
more “cultured” politicians such as Senators Knowland of Califor-
nia, and Henry Cabot Lodge, and the Truman Administration,

/

now that it has been
abroad.
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forced into it, prefer to meet Communism

But politicians being politicians and their having to have is-

sues, the Republicans

have, generally speaking, adopted Asia as

the .place where Communism must be met; the Administration,
ha'vmg more sense and realizing there are more votes from our
alien minded population to be had, have adopted Europe. Loosely,
MacArthur and Eisenhower symbolize the two schools of thougat.

The funny thing about it is that
lightful rocking by either school.
To understand better what I

the American taxpayer gets a de-

mean, perhaps, you must recall

that there was a tremendous political agitation against Dean

Acheson on the ground that

he was “soft”

on ihe Commies. . His

critics had in mind not only the “softness” by which Soviet Russia
had been permitted to take over Eastern Europe, but the satura-
tion of Communists in the Washington Government, So the Dean

.and the Administration, by way

of meeting this attack,- decided

overnight to become: helligerent against the Communists in Korea,
not to the extent of going all out to defeat them, but to an extent.

- The Dean also, of course, showed
" aggressiveness against the Communists on' the television out in

San Francisco. ;
Well, it seems that as a pric

considerable enmity . and

] it rice of Dean’s and the Administra-
- tion’s decision to become belligerent in the matter of Korea, we

~must put up 10 times as many men and money and weapons for
the defense of Europe. It.is in Korea that we are having the war
so the thing to do is to conscript men and produce arms and levy

‘ taxes for Western Eurcpe.

Eisenhower, to repeat, is the symbol or maybe, the fall gujr

of this school of
symbolization of
which we should

thought. Mostg of the Republicans under - the
MacArthur, believe ‘that Asia is the theatre for
construct our guns and ‘train our men and that

this will be cheaper than what we are doing. This is what Dewey

seemed to say after his trip toAsia, and

I can’t understand why

an' Eisenhower man should be- saying this. Somehow, I doubt
that his talk with Taft was unpleasant in the slightest. You would
be. surprise how many Repuklican professionals are more. inter-
ested in Dewey’s shenanigans than they are in his protestations

of Eisenhower friendship.

Readers Digest to
Reprint Exchange
Article By Funston

The October issue of “Reader’s
Digest,” to be published Friday,
Sept. 21, will include a reprint
of - G. Keith Funston’s .article,
“Chcauld You Buy a - Share: in
America,” from the current issue
of “The Exchange” Magazine,
published by the New York Stock
Exchange.

Myr. Funston is President of
the Stock Exchange,

Russell & Saxe Open
Dept. Under Biel

Russell & Saxe, 60 Broad Street,
New York City, announce. that
they have opened a Mutual Funds
Department under the supervision
of Ernest E. Biel.

With Edgar D. Andrews
(Special to THE FINANCIAL CHRONICLE)
IPSWICH, Mass. — Sumner M,
Chrimes has joined the staff of
Edgar D. Andrews & Co., 2 Cen-
tral Street. He was formerly with
Chas. A. Day & Co.

KUHN, LOEB & CO.
GLORE, FORGAN & CO.

REYNOLDS & CO.

September 19, 1951,

GOLDMAN, SACHS & CO.
HEMPHILL, NOYES, GRAHAM, PARSONS & CO.

This announcement is neither an offer to sell nor a solicitation of an offer to buy any of these Shares.
The offer is made only by the Prospectus.

‘ 400,000 Shares
Cone Mills Corporation

Common Stock

(par value $10 a share)

Price $30 a Share

Copies of the Prospectus may be obtained from only such of the undersigned as may legally offer
these Shares in compliance with the securities laws of the respective States.

MORGAN STANLEY & CO.

MERRILL' LYN CH, PIERCE, FENNER & BEANE

HARRIMAN RIPLEY & CO.
Incorporated -

LEHMAN BROTHERS
WHITE, WELD & CO.

igitized for FRASER
tp://fraser.stlouisfed.org/
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Role of Chemistry in Promoting

International

Understanding

By HON., ALBEN W. BARKLEY*
Vice-President of the United States

Vice-President Barkley, in pointing out the “chemicalizaticn”
of industry, ascribes most of chemical progress to independent
and uncontrolled research under private enterprise along with
exchange of ideas with research at home and abroad. Lauds
chemistry’s contr.bution to intellectual development and its

role in promoting international understanding:

As a layman, I am reminded
that chemists speak a universal
language. They were among the
first scientists to accept an inter-
national set
of symbols
-with which to
identify the
basicelements.
Thus, the sym-
bol for water
is the same in
any language.
As a frequent
banquet
speaker I am
promised re-
lief by the
fact that any
druggist in
any land would
recognize the
symbol for bi-
carbonate of soda. These sym-
bols, that are so much a part of
your thinking, refer specifically
to the individual atoms that com-
prise the universe. Thus, the
chemist may be credited, or ac-
cused, according as one may view
the situation, with having opened
- the Pandora’s box from which has
come forth this atomic age in
which we now find ourselves.
Thomas Jefferson in a letter to
the Rev. James Madison, July 18,
1788, said: “Speaking one day with
Monsieur de Buffon on the pres-
“ent order of chemical inquiry, he
effected to consider chemistry but
as cookery, and to place the toils
of the laboratory on a footing with
those of the kitchen. I think it on
:the contrary among the most use-
ful of sciences, and big with fu-

ture discoveries for the utility and

Alben W. Barkley

*Excerpts from an address by Vice-
President Barkley at the Diamond Jubilee
Banquet of the American Chemical So-
ciety, New York City, Sept. 5, 1951.

safety of the human race. It is
yet a' mere embryon.”

The Mechanical Revolution

Mr. Jefferson never lived to see
his prophecy fulfilled, but he saw
the beginnings. The mechanical
revolution was well under way in
his lifetime. His life corresponds
with one of the great divides in
human history. The age of me-
chanics was well under way in the
18th Century and continued to
expand through the 19th Century.
But we who have watched the
course of American industrial de-
velopment are aware that this
century is the age of what has
been called the chemicalization of
industry. ;

We are living in an age of chemi-
cal revolution, Chemistry holds
the key to much of our future. It
holds the secret of “wealth from
waste,” the key to substitutes for
scarce materials, and the source
of much of our future food. In
company with scientific agricul-
ture, it has already postponed the
time when the prophecy of Mal-
thus may be realized. How long
that prophecy may be deferred
depends in large part upon the in-
telligence and the ingenuity of
chemists and chemical engineers.
It depends upon what can be de-
rived from a lump of coal, from
the lowly potato, from the trunk
and leaves and roots of trees, and
from the very soil itself.

No man, no group, no nation
has a monopoly on this science of
chemistry, The development of
chemistry is the product of civil-
ized man, It is a prime example
of the fruits of international co-
operation that transcends all
boundaries but . those of man’s
struggle with his natural environ-
ment,
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In case after case, chemical dis-
covery can be shown to have been
duplicated by two or more scien-
tists working in different labora-
tories, and often in different lands.
Independently and apart, they
worked toward the same goal, and
yet, was it independently? During
such meetings as these, ideas are
passed from one to another, The
experience of one worker, as re-
ported here, may stimulate ideas
and thoughts in the mind of an-
other which can lead to results
of which no man 'now" dreams.
Actual presence is not necessary.
Ideas may spring from reports
published in the American Chem-
ical Society’s “Chemical and En-
gineering News.,” It may come
from reports in countless other
journals and newspapers.

Only in free countries, where
thought is encouraged, where one
may exchange ideas and 'experi-
ences with confidence, and where
the incentives of private profit
and public benefaction combine
to give personal satisfaction does
the spirit of discovery and inven-
tion prosper for long. Those are
characteristics of the free coun-
tries: research and discovery
smother and die in a totalitarian
atmosphere. Only as we preserve
our personal freedoms can chem-
ists, chemical engineers, and other
scientists 'do such ' work ‘and
achieve such results as mark the
discussions of this great meeting.

Without chemistry and the work
of chemical engineers few of our
foods could be processed. Most
of this is pleasant to the taste and
highly beneficial to the health.
Chemists may still be a long way
short of producing bread that
compares - with the bread our
mothers baked. Perhaps the com-
bination of cookery with chemis-
try has something to be said for it.

Chemistry and chemical engi-
neering are the basis of the distill-
ing industry. But the production
of alcohol is no longer dependent
upon the fermentation of grains
or molasses. The achievements in
the production of synthetic alco-
hol from natural gas and pe-
troleum are little short of mirac-
ulous. That similar principles have
led to the production of a long line

of synthetic rubbers, synthetic fi-
bers, synthetic soaps, and more
synthetic things than can quickly
be listed is an indication of the

LS.

" The Company is offering to the hol

Goldxﬁan, Sachs & Co. :

This announcement is neither an offer to sell nor a solicitation of any offer to buy securities.
The offering is made only by the Prospectus,

244,500 Shares

‘Merck & Co., Inc.

$4.00 Convertible Second Preferred Stock

(Cumulative and Without Par Value)

on October 3,

Subscription Price to Warrant Holders $104 per Share

Prior to the expiration of the Warrants, the several Underwriters may offer shares of
Convertible Second Preferred Stock at the prices and pursuant. to the terms and

conditions set forth in the Prospectus.

A copy of the Prospectus may be obtained. within any State from such of the ’

Underwriters as. may regularly distribute the Prospectus

ders of its Common Stock the right to subscribe to
these shares as set forth in the Prospectus. Subscription Warrants expire at 3 P.M.,,
New York City business time,

Lehman Brothers - -

1951,

within such State,

numberless discoveries that lie
ahead.

We Now Have More Trained
Chemists

World War I found this country
handicapped for lack of adequately
trained chemists and chemical en-
gineers, and with an industry
woefully inadequate to meet the
demands created by our sudden
isolation from western Europe.
Today, thanks..to the.leadership
engendered in the American
Chemical Society and the other
great groups now meeting here,
the American chemical industry
has reached great stature. -How
much further it may go and how
much larger it may grow depends
largely upon the maintenance of
an environment of freedom. Right
now, however, as never before in
the history of this country, in fact
as never before in the history of
the world, trained men and fa-
cilities are available for the chem-
ican transformation of raw ma-
terials into articles useful to mod-
ern man. Never before has there
been so great a volume of inter-
national trade in the products of
the chemical industry,

In the defense of the free world,
the chemical industries and chem-
ists in all the free nations will be
called upon to join their efforts
in the great task of strengthening
the armaments, the health, and the
resources of freedom. Leadership
in chemical fields, and in chemi-

cal production are among the best.

assurances that can be given for
the protection and growth of free
nations, .

Chemical industry furnishes the
great industrial basis on which all
other industries rest, and the
strong arm of national security
which will cause foreign nations
to hesitate before attacking us. It
furnishes a form of preparedness
that makes for peace on a basis
So sound that our country has no
fear of war as long as our chemis-
try is developed and encouraged.

Chemistry’s Contribution to
Intellectual Development
There is one great phase of civ-
ilization which is an outgrowth of
the existence.of the chemical in-
dustry which has not been touched
upon, and that is the contribution

. of our industry to intellectual de-

velopment. One of the funda-
mentals laid down' by our fore-
fathers for the best preservation
of our liberties was the theorem
‘that every child should be edu-

‘cated to full capacity. It was be-

lieved, - is still believed and is
undoubtedly true, that any eivili-
gation =~ which develops ' better
education of the average man will
develop in that nation an intelli-
gence which will ultimately safe-
guard it no matter what theories
or isms may develop to threaten
the stability of its institutions.

*Chemical industry makes avail-
able articles, substances, mecha-
n_isms, educational devices, new
discoveries, new applications and
develops new industries, spread-
ing beneficially its influences far
and wide, from the great outdoors
to the kitchen. Chemistry ‘makes
audible the voices of our leaders,
cheapens the cost of books, en-
ables  the public press to exist,
furnishes the technical substances
for research .and, indeed, ‘makes
life safer, easier and better for all.

Chemistry Has Promoted Inter-
national Understanding

Of all the ways in which chem-
istry has served to promote inter-
national understanding, none  is
more dramatic, and few more suc-
cessful, than the recent conquest
ot locusts in Iran. Officials of our
State Department responded to
the appeal of last April, when the
Iranian Government called for
help to avert a plague of migra-
tory locusts from the region of
the Persian Gulf. Within eight
aays of the signal for help, Amer-
ican cargo planes had landed in
Iran with a load of insecticide,
with equipment for spraying it,
and with technologists from the
Bureau of Entomology to direct
its application. By early May the
job was done and the various par-
ticipants were on their way back
home.

Thus, the expanding efforts of
chemical research had freed a far
away region of its worst locust
plague in 80 years. Cooperation
had been demonstrated between
the governments of Iran, Great
Britain, the United States, and
perhaps  other 'countries. Crops
throughout 130,000 square miles
had been saved.' That means more
food for thousands, perhaps mil-
lions of people,

As in the use of DDT for the
control of malaria-carrying mos-
quitoes, and in other conquests
through ‘chemistry, of man’s nat-
ural enemies, human beings have
been protected and the span of
life has been extended. y

Clearly, the responsibilities of
chemists and chemical engineers
cannot rest with the protection of
crops, and the saving and pro-
longation of human life, History
is filled with wars caused by the
demands of expanding populations
for food and the means of life,
Comparable . with these are ‘the

‘migrations and the wars for new

land to replace . exhausted and
eroded lands. Only as such situa-
tions are corrected can civilization
advance.

Chemistry must contribute - to
the production of more food: and
more fiber; it must contribute to
the stability and productivity of
existing soils; it must continue to
open new “means - for the use of
productive labor, ‘or all that has
been done to increase the world’s
population can become a curse.

Never before in-the: history - of
mankind ‘was- scientific vision and
leadership more necessary for the
future of mankind. The 75 years
of the American Chemical Society
attest to such leadership within
your profession, I am confident it
will continue,

Congoleum-Nairn, Inc.
Places Loan Privately

Congoleum-Nairn, Inc. has en-
tered into a loan agreement with
Prudential Insurance Co. of
America under which it will at a
future date borrow $10,000,000 on
a 3% % 20-year secured note. Dil-
lon, Read & Co. Inc, and R. W.
Pressprich & Co. arranged ' the
financing.

Congoleum-Nairn,.Inc. plans-to
use the proceeds- to: pay short-
term ‘loans and to’ increase its
working capital. ¢ !

trader in a short time. -

LARGE TRADING ROOM
NEEDS BRIGHT YOUNG
ASSISTANT TRADER
: .“An alert young man familiar with over-the-counter trad-
-ing is offered an extraordinary opportunity with an active

- « and expanding over-the-counter house. Successful ‘appli-
cant will be given every chance to become a full fledged

Replies will be held in strictest confidence. Our staff

knows of -this advertisement.. Box K 919, Commercial &
;v Financial Chronicle, 25 Park Place, New York 7, N. Y.

September 19, 1951,
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Municipal Revenue Bonds

By JAMES E, RODDY*
Vice-President, Scharff & Jones, Inc., New Orleans, La.

After reviewing history of municipal revenuz bonds, New

Orleans investment banker lists following fundamental factors
relating to merits of these securities: (1) ample revenues and

application of those revenues

to payment of principal and

interest; (2) good management of revenue producing project;
(3) extent of productive life of project compared to life of :

bonds; and (4) carefully drawn enabling laws and administra-
tion provisions relating to project.. Cites examples of important
Revenue Bond issues. :

., Municipal governments are find-
ipg it more and more difficult to
raise the funds necessary to fur-

nish the services demanded by the-

publiec. Our
municipalities
are more and
more embark-
ing upon bus-
iness . activi-
ties which are
in the main,
service indus-
tries rather
than process-
ing or manu-
facturing en-
terprises.

These serv-
ice industries
are not en-
tirely private
; in their
nature, but depend upon public
aid for their successful operation.
Most common among these are
waterworks, sewerage systems,
electric light and power plants,
gas plants, interurban transporta-
tion ‘and’ toll bridges—and even
now, off-the-street parking facili-
“ties. ’
'~ Prior to this tremendous de-
mand for services by government
it was a comparatively simple
matter for municipalities to care
for their local government’s needs,
such as city halls, parks and jails,
by financing from bond issues
payable from the taxing power of
the municipality.

"Added to the demand for serv-
ices by local authorities are the
ever-increasing demands for so-
cial benefits by both the Federal
and State governments. The in-
creased number of sources to
which the Federal and State gov-
ernments must look for revenues
by taxation in order to carry out
these demands has  eliminated
those same sources of revenue for
the municipal operations. Whether
these increasing demands by gov-
ernment at all levels are good or
bad is not important to this dis-
cussion, but' their existence must
be accepted in order to under-
stand the recent trend to munici-
pal revenue financing.

In the 18th Century England
found -it was impossible to con-
tinue to rely upon the labor of
abutting rural property owners to
keep country highways in the
proper state of repair and found
it necessary, in order to finance
such highways, to make loans pay-
able solely from tolls for the use
of the roads. Possibly this was the
father of the idea of such gigantic
pieces of financing by revenue

James E. Roddy

'+ *An address by Mr. Roddy to the
School - of - Banking of the South at
Louisiana . State University, Aug. 20,
1951.

EST.

STATE AND MUNICIPAL BONDS
CORPORATE BONDS
LOCAL STOCKS

bonds-as the-present turnpikes
which are now being constructed
throughout the country, such as

the Pennsylvania Turnpike, the

New Jersey Turnpike and the toll
roads in Oklahoma and Florida.

Beginning of Municipal Revenue
Financing

Municipal revenue financing
seems to have been introduced in
the United States by a revenue
bond issue in the City . of Phila-
delphia in 1861. At that time,
Philadelphia financed the pur-
chase of the privately-owned stock
of the Philadelphia Gas Works. by
the issuance of bonds payable
from the revenues of the system:;
However, this was not a simon-
pure municipal revenue bond is-
sue. In addition to ‘the revenues
of ‘the gas plant, the city also
pledged the full faith and credit
of the city to the payment of the
bonds. Possibly, Spokane,:Wash-
ington, was. the.first municipality
in the United States to issue bonds
payable solely from revenues. In
1887 Spokane issued 8% warrants

which were payable solely . from:

60% of the gross revenues of the
waterworks system.,

Gradually over the years, more
and more the %dea of financing by
municipalities': through the me-
dium of revenue bonds took hold;
and during the past ten years
great strides have been made in
this type of financing, In study-
ing the compilation made by the
“Daily Bond Buyer” of New York,
one learns the growth of munici-
pal revenue financing since- 1942
has been phenomenal. According
to this report, in the year 1942
there was a total of approximately
$97,000,000 municipal revenue
bonds sold as compared to ap-
proximately $600,000,000 in the
year 1950. For the first six months
of 1951 there has been sold a total
of $311,085,000 of municipal rev-
enue bonds, which would indicate
that this year is likely to reach
the record-breaking year of 1949,
in which year approximately
$683,000,000 of municipal revenue
bonds were sold.

We learn from history that there
are few original ideas. We also
learn that the municipal revenue
financing idea was not original in
the United States but was in a
large part borrowed from English
finance. However, it does seem
that the old adage of, “Show an
American something good and he
will show you how to improve
it,” is also true of revenue finane-
ing. Over the years much experi-
ence has been gained in this type
of financing and techniques which
have been established in this
country are today followed by the
investment bankers, lawyers and
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engineers who play such as im-
portant role in conceiving, design-
ing and financing these projects.

Judging Bonds Not an Exact
Science
One of our young salesmen, one
day, asked me if I could not give

, him some simple formula of how

to-tell a good revenue bond. He
felt that all like things should be
comparable and, therefore, a yard-
stick: of measuring the worth of
any revenue bond issue should be

‘available, I am still pondering on
- that' question; and, unfortunately,

I do,not have the answer to give
you today. The financing of pub-
lic projects through the issuance
of municipal revenue bonds, like
all .other financing, is not an exact
science. Each issue must be tailor-
made to fit the particular situa-
tion -for which it is formulated.
There are certain fundamental
factors which must be present in
any: municipal revenue financing
prc{gram. Those I shall try to point
out.

(1) Ample revenues and the avo-
plication of, those revenues to the
payment of principal and interest
of the bonds. Of course, that seems
to. be a pretty simple statement
and is probably that yardstick
that my young friend is seeking.
Ho 7ever, ‘Wit represents « -
revenue and the application of

thnen parvranpiag f‘h the navment of
principal and interest of the bonds
becomes highly involved as each
particular case is studied. The fi-
nancing of a municipal revenue
bond is generally for a period of
anywhere from 10-40 years; and
the projected revenues over the
life of the issue must be studied
not only from past experience or
the present operation, but also
from the standpoint of the future
potential. ' In making such a study,
the stability of - the community
represents a most important con-
sideration in the appraisal of po-
tential earnings in the future. It
is important that the projected
figures for the future be based on
a table of experience, giving due
consideration to possible changes
in the future, It is important, also
that in arriving at net earnings
figures, due consideration of oper-
ation costs in the future be real-
istic. and based on calculations

which take into consideration fu- I

ture expansion with resulting in-
creased cost of operation, as well
as a margin of safety for possible
increased cost of labor and mate-
rials, In this connection, the engi-

neers who work out the feasibility .

reports of the financing are relied
upon to be neither over-optimistic
nor too conservative; and it is for

that reason that in cases of major
financing, engineers who have a

(1055) 11

record of projecting fairly accur—

. ately the earnings and operation

costs of like projects are sought to
give their ‘engineering ability to
the success of the setting up of the
program.

In most cases there will be a
coverage over and above the prin—
cipal and interest charges and the
operating expenses, which is con-
sidered the margin of safety. This
coverage will range quite a bit in
different types of issues. For in—
stance, in the case of a leased
property to a responsible user,
there may be no excess coverage
whatever, yet the bonds would be
of highest quality. Later, I shalk
discuss such an issue.

In some cases the coverage may,
show as much as two to two and
a half times the principal and in-
terest charges after taking into
consideration the cost of opera-
tion; and yet such an issue might
be considered a “marginal” issue.,
have in mind in this regard a
construction project where the fu-
ture of the population is difficult
to forecast. We have seen “one~
industry” towns which have gone
along for years and supported the
population of a community, If any
reverses or any misfortune should
happen to the one industry it is
rapidly reflected in the com-~
munity itself, which, of course, af-

Continued on page 37
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Yields
1.00%
1.10
1.15
1.20
1.25
1.30
1.35
1.40
1.45

Maturitis
1952
1953
1954
1955
1956
1957
1958
1959
1960

Coupons

The Illinois Company

September 20, 1951.

Eligible, in our opinion, as Legal Investments for
York, California, and certain other States,
and eligible as security for deposit

legality by Messrs.

Shearson, Hammill & Co.

Emerson Cook Company

$5,000,000

City of Los Angeles, California
4Y1%, 134% and 2% Sewer Bonds

Dated October 1, 1951, Due each October 1, 1952-91, inclusive,
annual interest (April 1 and October 1) payable at the
Los Angeles, California,

Interest Exempt from Federal Income Taxes and from California Personal Income Taxes
under Existing Statutes and Decisions.

MATURITIES, COUPONS AND YIELDS OR PRICES
Due $125,000 each October 1, 1952-91, inclusive

Yields or
Price '

; Maturities
1961
1962
1963
1964
1965
1966
1967 1.80
1968 1.85

(Accrued interest to be added)

Coupons

13% 1.509
1.55
1.60
1.65
1.70
100 (price)

The above Bonds are offered subject to prior sale, before or after appearance of this advertisement,
for delivery when, as and if issued and received b

The National City Bank of New York  The Northern Trust Company
Heller, Bruce & Co.  First of Michigan Corporation  Roosevelt & Cross

Incorporated

as shown below. Principal and semi-
office of the City Treasurer, in
or at any fiscal agency of the City of Los Angeles in
New York City at the option of the holder. Coupon bonds in denomination
of $1,000, registerable only as to both principal and interest,

Savings Banks and Trust Funds in New
and for Savings Banks in Massachusetts,
s of public monies in California.

y us and subject to the approval of
O’'Melveny & Myers, Attorneys, Los Angeles, California.

Fidelity Union Trust Company
Robert W. Baird & Co.
Wagenseller & Durst, Inc.

Yields or
Price

1.90%
1.95
100 (price)
2.05
2.10
2.15
2.20
2.25

Maturities
1969
1970-71
1972-74
1975-77
1978-80
1981-83
1984-86
1987-91

Coupons

134%
134
2

Incorporated

Newark, N. J.

Kaiser & Co.
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Our Foreign Aid Program
Should Continue!

By HENRY FORD II*

President, Ford

Motor Company

" Reporting on observations made in Europe, leading automobile
executive .urges continuation of Marshall Aid to combat Com-
.munist aggression. Lis's as three major objectives: (1) devel-

opment of Allied military strength; (2) adequate military and
economic a'd to friendly nations; and (3) “unpartisanship” in

support of foreign policy. Says present scale of foreign aid
has no adverse effect on our economy, and praises work of
“Radio Free Europe.”

I have recently returned to this
country from Europe. There I
visited a front line. That front
line is in Berlin, on the boundary
line of a di-
vided capital
in a divided
nation. Along
that boundary
line is being
waged an end=-
less battle of
slogans, of

parisons, of
brand names,
‘with the com-
petitors using
every tech-
nique in the
advertising
and propa-
ganda book.
For instance, did you ever hear
of a propaganda sewing circle?
Well, they have plenty of them in
Germany. Here is how they work.
Groups of West Germany women
gather to sew and knit. They meet
in border towns along the East-
West boundary line and invite
women from the Russian zone of

Henry Ford, 2nd

. Germany to join them. And while

this inter-zonal mending is going
on, the Western hausfraus are tell-
ing their Red-dominated friends
‘about the freedoms they enjoy.

I guess, in your business, that’s
what would be called word-of-
mouth or testimonial advertising.
And—just as in your business—it
works. When it works, it irritates
the competition. In fact, we were
told by authorities that they have
actually sent raiding parties into
the Western zone, under cover of
night, to break up these sewing

. circles. Many German women may

have paid with their lives for tak-
ing part in a democratic sewing-
bee.

* *An address by Mr. Ford upon re-
ceiving the first annual joint award of
the National Sales Executives and the
Sales Executives Club of New York for
*Qutstanding Top Executive Salesman-
ship,” New York City, Sept. 11, 1951.

Since my last visit to Berlin and
Germany in 1948, great progress
has been made in every area of
the Western section, Even the dif-
ference between the appearance
of the people of East and West
Berlin is apparent to the casual
tourist. In the Russian sector, de-
pressed - people stumble along
through dusty and devastated
areas with heads down. Occasion-
ally, you see a blcycle, rarely an
automobile.

In the free sector there are still
shortages of food, housing, educa-
tional facilities, profess'onal serv-
ices and vital machines and
materials. But there is hope. and
pride in the eyes of the people
—and more than an - occasional
smile on their faces. They seem
to be going some place.

Perhaps the most startling dif-
ference between the free and slave
sectors of the divided capital hits
you as you pass from west to east
through the Brandenburg Gate,
entrance to the Russian zone.
There before you, rising four
stories high in shining marble, a
new Red embassy stands in soli-
tary glory amid uncleared rubble,
dust and dirt. The sharp symbol-
ism of this structure—government
first, people last—obviously
escapes the master-minds of, the
Russian propagandists.

There, then, in Berlin these op-
posing forces face each other at
close quarters. They form the
battlefront of the cold war we
read about in our newspapers.
And in such an atmosphere of
constant and rising tension, even
minor occurrences can have far-
reaching effects, for good or bad,
upon the future of all of us.

Berlin—Cross Roads of World

For Berlin, I felt—as 1 walked
its streets and talked with its
people—is today the crossroads of
the world, the point where East
meets West against a backdrop
of terror and tension. And I came
away with a feeling that this ‘is
theplace where the future course
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of world events is being formed.
Berlin is the -dramatic proving
ground for cold-war strategy and
theory.

In the American zone, we are
represented Ly ‘a- corps of this
country’s most qualified men un-
der the -direction of a distin-
guished leader, U. S. High Com-
missioner John J. McCloy.

His . wife, Ellen McCloy-—who
speaks German fluently and uses
this ability to great advantage as

. the wife of the top-official in the:
. U. S. zone—is one. of the most

charming and energetic women
we met in Europe. It is' she, inci-
dentally, who - is 'credited with
creating the inter-zonal sewing-
bees I mentioned a few moments
ago.

I have no doubt that across the
boundary the Russian counterparts
to Commissioner McCloy are also
experts in their own way, chosen
for their tested ability to prose-
cute relentless warfare with the
most effective political,. economic
and propaganda weapons -their
leaders can provide for them.

I left Berlin with the big issue
quite clear in my own mind. Peace
is our goal—but we cannot ac-
cept a peace which fails to include
strict guarantees  of
freedom.

Any attempt to purchase this
peace by apreasement-—or  any
abandonment of moral principles.
in exchange for short-range gains
—will never work. It is ironically
true that only by building our
own. military and economic
strength and the strength of other
nations dedicated to human free-
dom can we hope to win the only
kind of peace worth anything.

Three Major Objectives

Paul Hoffman has spelled out
the way in which Americans can
discharge the grave responsibil-
ities that go with our quest for a
just peace. Testifying on foreign,
economic and military aid before
a Congres.;lonal committee, he
made three major points: First,
the development of Allied mili-
tary strength to neutralize ag-
gressive plans by Russia; second,
the necessity of continuing eco-
nomic as well as military aid for
{riendly nations; third, an attitude
of “unpartisanship” in support of
American foreign policy.

This makes sense to me.

It seems to me that these points
form the logical triangular base
for any pyramid of peace we hope
to build. But by no means do I
believe that large or small ex-
penditures in Europe—or any-
where else—give us the right to
force our particular type of politi-
cal thinking upon people who may
be living under entirely different
circumstances and in different en-
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vironments than ours. It seems to
me that as long as we keep the
goal of our campaign focused on
the idea that freedom of the in-
dividual
peace, it makes little difference
how groups of individuals may
decide to govern themselves.
And so, as I took a quick look

. at what was happening in Europz,

questions- like these kept asking
for answers: “Are these front-
line fighters in foday’s crusade for

a.free ‘world getting all the help -

they need and can use from us?
Are we in ithe home office provid-
ing them with all they must have
to .do the job?”

Foreign and Not to Much for Our
Economy

I have learned since my return
to this country that our gross na-
tional output is row on an annual
basis of more than $329 billion—
highest in the nation’s history. In
the fiscal year ended June 30th,
we spent some $2.8 billion for
E.C.A. programs abroad.

In other words, overseas eco-
nomic aid -alone . was last year
running at less than 1% of gross
national product, 1% of gross
sales has never seemed to me too
much to pay to keep a busmess
going and growing.

I was reminded a short time
ago that England, in 1813, spent
one-fifth of its national income
to beat Napoleon on the Continent.
Most of this amount, raised from
the resources of less than 14 mil-
lion people, was used to subsidize
any nation in Europe that would
actively cooperate to beat. back
the Napoleonic threat.

That money, it has since been
agreed, was well spent. For it
was the combined efforts of the
Grand Alliance—Russians, Prus-
sians, Austrians, Swedes, Spanish,
Italians, Portugese—and not those
of the English alone, that led a
would-be dictator to Waterloo.

History does not, of course,
often repeat itself. It does, how-
ever, seem to maintain a certain
continuity. With this in mind, I
think it is encouraging to recall
that having finally won what in
the second cecade of “the 19th
Century appeared to be a costly
peace, -England went on to its
most prosperous and peaceful era
—the Victorian Age:

There is still another area in
which we must work to avert war
and gain permanent peace. Wc
know about freedom. We know
from experience what freedom can
do for people. Our national in-
come has incrcased 13 to 14 times
in the last 50 years. The purchas-
ing power of an hour’s wages has
nearly trebled, and the average
worker’s hours of labor have been
cut a third in the same period.
We know we have the best prod-
uct. It deserves the best we have
in sales and advertising efforts.
As Paul Hoff{man—another great
salesman—has put it, “the Big
Truth, backed by b1g deeus over-
whelms the Big Lie.”

Our Good Propaganda Work

In connection, I had an oppor-
tunity while in Germany to learn
about the great job being done by
Radio Free Europe, the broad-

_casting station established by

American funds, run under Amer-
ican technical direction, con~
structed at Munich by volunteer
German labor and operated by a
Czechoslovakia staff. Over this
station—one of the most powerful
in the world—messages of hope
and freadom are beamed 11%
hours. out ‘of every 24 into en-
slaved Czechoslovakia.

Let me give you an example of
the effectiveness of this work.

Russian - controlled Czechoslo- .

vakian newspapers are smuggled
out of the country and reach
Radio Free Europe offices a few
hours after publication. A Czech
commentator—a refugee from be-
hind the Iron Curtain whose name
and voice are known to his listen-
ing countrymen—reads item after
item from the. newspaper. “That

is ‘the’ cornerstone of-
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is what your paper, edited by the
Russians, tells you,” he says.
“Now listen to the truth.” And
he gives them facts to combat the
“Big: Lie.”

Another example: Only a short
time atter the body of a patriotic
and *much-beloved Czechoslova-
kian priest is found outside the
precincts of his native town, Radio
free Europe is on the air with
the news of his murder and the
name of his assassin,

It is easy to" understand.:why
every effort—Ilargely unsuccessful
—-is made by the Russians to jam
these brutally telling  broadcasts
that are daily finding and creating
new holes in the fabric of the
Iron Curtain. Just how much these
broadcasts hurt is perhaps best
measured by the oifer we now
understand bas been made by the
Reds in Czechoslovakia to release
William Oatis, provided the Radio
Free Europe operatlon is dxscon-
tmued :

From wrat I learned - about
Radio Free Europe, two- things
impressed me more, perhaps, than
others.

First, in the station’s studios
and control rooms at Munich,
Czechs, Germans and Americans
are' working efficiently and ef-
fectively together. Inspired by a
common urge, a common goal,
they are really united—all eco-
nomic, cultural, racial, political
and  language barriors to such

.unity have vanished. This Munich =

battalion of fighters azainst Com-
munism has learned and is apply-
ing the lessons of cooperation all
Western allies must learn and
apply if we are to keep the cold
war cold and win the peace with-
out bloodshed.

Second, I could not help but be
impressed with the great joo .of.
work small private groups of able
Americans can.do in such an ef-
{fort. Radio Free Europe, for in-
stance, owes at least an important
part of its success to three top
men in their professions who have
left the comparative comfort, ease
and security of their homes and
jobs here in the United States to
work for peace on the cold-war
front. Such men—and most of you
know them—as C. D. Jackson,; a
former Time-Life Vice-President,
who is today President of the
National Committee for a Free
Europe, the organization respon-
sible for the establishment of
Radio Free Europe. And Robert
Lang, formerly a public relations
man with General Foods here in
New York, who is today the
director - of Radio Free Europe.
And Barry Mahool, originally in
radio at Baltimore and later with
the American Heritage Founda-
tion, who is Lang’s deputy
director.

Such privately financed -and
privately directed American task
forces as these—small in person-
nel, big in ability—can and are
accomplishing much on the cold
war’s front line.

But they need and deserve all
the help we, here at home, can
give them, Let me take a moment
or two to tell you something about
that.

The funds for the work of Radio
Free Europe—which, incidentally,
has no connection with the Voice
of America—were raised last year
by a group of private citizens in
this country through a Crusade
for Freedom appeal that reached
some 16 million Americans. This
year, the “Freedom Crusade” is
campaigning to raise approxi-
mately $3,500,000. The money will
be used to construct at- least two
more powerful radio transmitters
under the Radio Free Europe
operation and to provide facilities
for a Radio Free Asia to start as
soon as possible a similar program
for freedom in the Far East.

Here is an opportunity for every
one of us, personally, to take a
hand in the job that needs to be
done. Watch for the :campaign.
Step in and give it your best pro-
fessional boost. Your efforts can

Continued on page 40
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The Gold Mining &
Industry in Canada

By R. E. DYE*

President, Ontario

Mining Association

General Manager, Bome Mines, Ltd.

Reviewing Canadian gold mining industry, Mr. Dye points out .
its value and importance in meeting Canada’s foreign pay-
ments. Says this industry now finds itself in dificult straits,
because of requirement all gold mined be sold to Canadian
“Government. Recommends Canadian gold mines be permitted
to sell substantial portion of output in industrial and art craft
" 'markets. Criticizes International Monetary Fund regulations
and says “cost-aid” or “dole” plan of Canad.an Government
to foster gold production is inadequate.

Whether gold .is produced in
your particuiar province or not,
Wwhether you individually believe
in gold as monetary backing or
as the only real money, acceptable
as such and sought atter through-

.. out the world, and there has been
some difference of opinion in this

regard, you are all I am sure in’

agreement on certain aspects of
‘the industry in Canada, to which
+ I will refer,

' The mining of gold has meant
to us amongst other things:

(1) The production of one of our
most valuable exportable prod-
ucts—over $200 million in 1941,

:(2) The pioneering and opening
up. of vast territories in our
North Country by the prospecting
fraternity urged on in their work
by the search for this metal, and
the often resultant finding of im-
portant deposits of other metals
and minerals.

(3) The establishment  and
maintenance of large and sub-
stantial communities.

(4) The provision of a counter-
balance in days of depression.

It is with these things in mind
that I present to you a review of
the gold mining industry in Can-
ada as it finds itself today, in the
full belief that regardless of the
effect of the incidental occur-
rences of .the metal in any par-
ticular -province, all of you are
concerned with the impact of
present conditions. on the Can-
adian position as a whole.

In a very general way may I
point out that since 1Y32 when
restrictions  were placed by the
Canadian Government on the free
export of gold and the industry
was obliged to sell all its produc-
tion to the government at a price
fixed by it, our total good pro-
duction up to and including the
year 1950 has been: 72 million
ounces, valued at over $2.6 billion.
In 1932, the total Canadian Gov-
ernment gold holdings amounted
to approximately 2.35 million
ounces valued at $69.18 million
(average price per ounce, $23.47).
As at December, 1950, the Cana-
dian Government ' gold holdings
amounted to approximately 16.5
million ounces valued at $580.2
million (price $35 [U. S.] per
ounce).

In the 19-year period, therefore,
in addition to increasing her own
gold holdings by some $500 mil-
-lion, Canada has benefited from

. more than $2 billion value of gold
production. which ‘has been dis-
posed of for U. S. dollars or any
other currency required, or for
goods in any country as needed,
and that gold has never been
subject in any country to depre-
ciation of value on account of
exchange differential, or to any
barrier against admission into
any country, tariff or otherwise.
Few of our industries have pro-
vided such goods freely entering
into any: country in the world in
good times and bad and readily
exchangeable for all the things
.going to raise the standard of Ca-
nadian living.

*A, report presented by Mr.
the Conference of Provincial Ministers
‘of Mines, Saskatoon, Saskatchewan,
Sept. 6, 1951.

Dye to

Present Situation

What I have said so far is back-
ground for my comments on. the
present-day situation and the fu-
ture, which I will proceed with.
Tne industry finds 1tseif in diffi-
cult straits, not because it has
used up its'ore reserves, not alone
because it tinds itself presently
in the “good times” swing of the
pendulum, but because on top of
this latter position the industry
in Canada, aue to the conditions
imposed by the Bretton Woods
Agreement and the Monetary
Fund, finds itself caught in the
web of “funny money.” Con-
trolled currency, that is the valu-
ation of national currencies on an
arbitrary basis and without much
relation to gold holdings or other
natural indices, adopted as a re-
sult of some new theoretical
premise as an after-war aid in
world reconstruction, is upon us.
With it has come, in a large group
of nations and countries including
Canada, an arbitrarily fixed price
for gold and an agreement by the
few -gold-producing countries in
the group to refuse to permit the

' manpower,

Let me now review very briefly
the changes that rhave taken place
in the industry in Canada in the
past 10 years, since 1941, the year
of the industry’s peak produc-
tion,

Gold Production

In 1941, following government
urge to the industry to produce
more gold for exchange purposes
and to bolster our war effort, the
gold industry of Canada produced
some 5.3 million ounces..

In 1945, after' a period. of re-
strictions of materials,supplies and
production dropped
to some 2.7 million ounces.

By 1950, with manpower more
readily available, but still suf-
fering under the fixed price and
rising costs, production was in-
creased to 4.4 million ounces.

Preliminary figures for the first
four months of 1951 show a slight

Number of mines in opera-
tion at end of year
Number of employees

32,551

drop. in production as compared
with 1950. The upward trend of
the past few years would thus
seem to have ceased, even to be
reversed. ST

Price of Gold )

The average price received by
the mines for their gold has been:
1941 to 1945, $38.50. per ounce;
1946, $36.75 per "ounce; 1947 to
1948, $35.00 per ounce; 1949, $36.00
per ounce; 1950,:$38.04 per ounce;
1851 (to July 27), $36.93 per ounce.

Costs
The wholesale index: has risen
from 90 in 1941 to 2419 at the
end of May in- 1951.

Changes such as these have had
their inevitable effect; for ex-
ample, figures showing compari-
sons as between 1941 and 1950
give the following overall picture:

1941

135°

1947

76
22,906

1950

79
*22,032

fNet - income of stockholders, $29 million $6.5 million $11.2 million

*1949. fBank of Canada Summary

These figures pretty well tell
their ~own story; I would only
make comments with regard to
two points, as follows:

As to the figures covering net
income changes, obviously  since
they comprise the records of only
27 producers, complete coverage
of the industry is not made, they
are however comparative from
year to year and indicative of the
trend. It is to be noted with re-
spect to the apparent increase in
the earnings figures from 1947 to
1950 that in each of the years 1948
to 1950 inclusive, the Dominion
Government has poured in be-
tween $10 and $12 million as “stop
gap” Emergency Gold Mining As-
sistance. Any of this which might
eventually produce profits is im-

export of goéld from their coun- mediately taxed as such by both

tries, except by the governments
themselves.

It should be noted in this re-
gard that some 2 million ounces a
year are produced by countries
which -although members of the
Monetary Fund, market their gold
without regard to Fund controls.
This .quantity is additional to
some 4.5 million ounces which
Africa sells on the “industrial and
artistic” markets, at premium
prices.

With it also has come. a wave of
inflation such as we in this coun-
try have never experienced. Pro-
aucers of all owner goods and
materials simply join the parade,
as their costs go up they pass the
increment on to the pubuc in
raised prices for their goods. The
producers of gold, however, are
caught in the jaws of a vice, one
of which moves upward from the
bottom, their increasing costs, and
the other, fixed at the top, is the
controlled price for their prod-
uct.

We lay no claim to being econo-
mists in other matters than as
reasonably good managers of our
own business, but we can see a
real inequity placed upon the gold
mining industry by reason of the
limitation placed on the freedom
of doing business and especially
upon the comparatively few coun-
tries of the group concerned in
tne Monetary Fund pact which
produce gold. Canada is the sec-
ond largest producer of gold, and
by the same token is one of the
greatest sufferers.

The Canadian Government has
through Emergency Gold Mining
Assistance and through a move
towards a return to the original
depletion allowance and modest
tax relief, given some recognition
to the naticnal responsibility to
the producers in the ‘country in
denying to them the world mar-
ket and price for their product,
but such help is inadequate in the
circumstances and the form in
which it is mainly given, namely,
the “cost-aid” or “dole” i$ 'to
the least unpalatable, '

say

Dominion and Provincial Govern-
ments. A substantial portion of
the assistance is thus returned to

of 27 producing companies.

the source from which it came.
As to the immediate future,

‘with costs continuing to rise, with

“assistance” at about the same
overall level in 1951 and with a
drop in ‘the .price of gold from
$38.50 per ounce in the first nine
months of 1950, to $36.93 per
ounce in the first six months of
1951, the process of deterioration
of the industry must be accele-
rated this year.

I do not wish to labor the pres-
ent situation unduly, most of you
are already familiar with it in one
way or another and in the cir-
cumstances will proceed to give
some data having to do generally
with the operations of the Emer-
gency Gold Mining ' Assistance
Act and its inadequacy in meet-
ing the situation.

Ontario’s gold  production  in
1950 amounted to some 2.45 mil-
lion ounces.
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The average cost of production
for all the gotd mines in the Prov=-
ince in that year was $32.67 per
ounce, as against 1941 figure of
$26.64 per ounce, an increase of
$6.03 per ounce.

The controlled price received by
the mines for their gold decreased
from 1941, $38.50 per ounce; 1951
(average to July.27), $36.93 per
ounce; decrease, $1.57 per. ounce.

On the basis of 1950 production
of these mines, 245 million
ounces, the total loss in net in=-
come suffered in that year ap-
proximated: On account of in=
creased costs, $14.9 million; de-
creased price of gold, $3.8 million;
total, $18.7 million.

If on the other hand it could be
assumed that given the same free-
dom of markets and price as
enjoyed by all other industry, it
would have been possible for the
gold producers to maintain 1941
production figures when Ontario
mines turned out some 3.19 mil-
lion ounces, these figures would
have become: Loss on account ‘of
increased costs, $19 million; de-
creased price, $5 million; total,
$24 million. ik

Probably in the light of past
experience of gold mines operat-
ing .in years prosperous for the
country as a whole, the true figure
lies somewhere between these two,

As against this “Assistance,”
which as you know does not go to
all producers in like amount per
ounce or on any other basis,
amounted in total to Ontario
mines in 1949 to $5.8 million, a
net annual loss to Ontario pro-
ducers of something between $13
million and $18 million. .

If Ontario cost figures were ap=
plicable, the total annual cost to
Canadian producers as a whole
would be between $24 million and
$32 million. ; .

Any way you look at it you. can
see.that the blow is a staggering
one to this industry, indeed would
be such to any industry in our

Continued on page 24
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State Tax Collections in 1951

By V. J. WYCKOFF
Professor of Economics, DePauw University

Noting state tax collections in

year ended June 30, 1951 ap-

proximated $8.9 billion or 12.6% above 1950, Prof. Wyckoff
estimates total state revenues received, including Federal aid,
as near $13 billion. Says current state revenues have risen
along with increased national income and reflect also rise in

general price level and growth

as well as shifts in population.

Concludes state governments are costing citizens only slightly
more relatively than decade ago, but there have been significant
changes in sources of revenue. Predicts government expenses
at all levels, Federal, state and local, will continue to increase.

State tax collections (excluding
levies for unemployment com-
pensation) moved up during the
1951 fiscal year ended June 30 to
establish a
new high of
approximately
$8.9 billion,
12.6% above
1950, accord-

- ing to a pre-

. liminary re-
port just re-
Jeased by the
Governments
Division of
the Census.
This climb in
state tax col-

" lections has
been almost
unbroken for
the past 35
years; the major exception was
the group of three depression
years of the 1930’s.

Add tax revenue to Federal
aid received by the states during
1951 plus miscellaneous income
and the result when all returns
are in probably will show total
- state revenue not far from $13 bil-
lion. Yet even this sum will be
somewhat less than expenditures
by the 48 states, unless the ex-
perience of the last few years is
reversed. For instance, in 1950
only eight states had general
revenue (excluding borrowings)
-in excess of general éexpenditure,
according to Census.

These dollar figures of mount-
ing state tax collections spell out
rather clearly the impact of taxa-
tion. There are some adjustments,
however, especially on a 48-state
basis which partly modify the ap-
parent pressure of state taxes.

One adjustment takes place in
answering a question about the
burden of taxes. Because “burden”
is' a relative term, taxes paid
must be compared with income
available to pay such taxes. To
-«obtain data on a person-by-person
basis is out of the question, but
estimates of national income are
regularly compiled by a division
of the Department of Commerce.

State Collections 3.49, of
National Income

National income (total indi-
vidual income, corporate profits
before taxes, and adjusted in-
ventory valuation) during the
1951 fiscal period averaged about
$260 billion. State tax collections,
thus, were about 3.4% of national
income. This percentage was al-
most identical with that for 1941,
the last pre-World War II year.
Statistically, therefore, the pay-
ment by U. S. citizens of $8.9 bil-
lion in state taxes.in 1951 was
no more burdensome than in 1941
when only $3.6 billion was col-
lected, because during these years
mational income (tax paying ca-
pacity) had increased by the same
percentage. This offers no comfort,
of course, to those whose per-
sonal incomes did not keep step
with national figures,

Two other adjustments of the
dollar amount of 1951 state tax
collections should be made. One
is to allow for price changes. If
your own state government col-
lected more taxes this year than
last, and considerably more than
in 19?1, certainly one reason was
the rising costs of its operations.

V. J. Wyckoff

Items of governmental expendi-
ture are similar to those of any
business: wages, fuel, supplies,
maintenance, construction,

Such price changes can be al-

~lowed for in different ways, but

probably the simplest is to say that
from 1941 to 1951 prices paid by
government for goods and services
increased about 125%, and during
the same period state tax levies
advanced 147%. Put another way:
although' the dollar amount of
state taxes increased from $3.6
billion in 1941 to $8.9 billion in
1951, all except about $800 mil-
lion can be accounted for by price
rises, i.e., inflation.1 i

One more adjustment in ‘the
dollar tax collection figures needs
to be made, namely, for popula-
tion changes. Governments are
predominantly service institutions,
and if the population of a state
increases, there are more persons
to serve. Thus, total expenditures
probably will rise, which means
more taxes, unless a state embarks
upon the unwise policy of deficit
financing.

But is state government costing
more per citizen? The answer: is
an emphatic “Yes.” In 1941 per
capita state tax collections (ex-
cluding unemployment compensa-
tion) were $27 on an over-all, 48~
state basis. In 1951 the figure was
$58.50, an increase of 117%.

Consolidate these adjustments
in state tax revenue for 1951 and
what conclusion seem justified? It
is that when allowances are made
for increases in national income,
in prices (including wages), and
in population, the 48-state gov-
ernments as a group are costing
their citizens only slightly more
than in 1941. The additional ex-
pense can arise from more serv-
ices being offered by states to
their residents. There also is the
possibility of increased waste in
operations.

Changes in State Taxes

From what kinds of taxes are
the states obtaining most of their

revenue, and have changes oc-
curred in the last decade? These

. questions can be answered con-

cisely by the data in Table I
which includes the last prewar
year and the global war year 1944.

The table offers the 48-state
totals. Although every state taxes
a_few widely used commodities
and services, such as motor fuels,
alcoholic.  beverages, insurance
companies, other sources of rev-
enue in prior years have been
used less fully. It is probable,
however, that within a few years
the financial needs of state gov-
ernments . will bring most tax
bases into use by all of the states.
Just since 1946 nine states have
extended their tax levies to
tobacco products.

Interstate comparisons of tax
collections -are always of interest
even though they must be taken

1The Bureau of Labor Statistics
wholesale price index was used to meas-
ure changes from 1941 to 1951 in costs
of supplies and materials; the Bureau

of Census reports on state and local .

gcvernment payrolls were the  obvious
source for information on salaries and
wages of public employees. Wholesale
prices slightly more than doubled, and
payrolls increased by 142%; an un-
weighted combination of these two per-
centages gives 125% as an estimate of
increases in operational costs of state
government compared with tax revenue
increases of 1479 from 1941 to 1951,
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with a grain of salt. One reason
for the salt is that in state X the
highways and welfare may be al-
most entirely a state function,
whereas in state Y the. counties
and townships may assume these
responsibilities. In such a case the
per capita tax collections of state
X will be higher than for state Y,
though the citizens in each state
may bear the same total state-
local tax load. However,  inter-
state comparisons of state tax. col-
lections on a per capita basis. are
significant, and the recent Census
preliminary report on: state tax

revenue for 1951 offers such cal-

culations. P
The following tabulation gives
the five states with the highest
per capita tax revenue, and the
five lowest states: N
1951 Tax
Collections
State per Capita
High—
Louisiana
Washington
California
Arizona
Delaware

Low—

New Hampshire

Kentucky :

Nebraska

Alabama

New Jersey :

Last .year Louisiana, Washing-:
ton, California and Delaware also
were among the five top: states;
and Kentucky, Alabama and New
Jersey were in the lowest five.

Whether or not the old: saw:that -

“you get what you pay for” is
applicable when per capita com-
parisons are made must be left
for decision to the residents of the
respective states. 'As has' been
mentioned such comparisons must
take into consideration the degree
of decentralization in govern-
mental functions.

Although total tax collections
for the 48 states increased 12.6%
according to this preliminary re-
port—and final figures will not
show much change — six states
brought in 20-40% more in 1951
than the prior year 1950. Arizona
led the procession with marked
increases in its net income and
property taxes, and Massachusetts
found its taxes on individual in-
comeé and on corporations par-
ticularly profitable. Nebraska was
the only state collecting a smaller
tax sum in 1951 than in 1950. As
far as new levies were concerned,
Georgia started to tax general
sales toward the end of its fiscal
period, and Utah was listed’ for
the first time with a tax on°util-
ities.

Local Government Taxes

State tax collections, however,
are but one part of total govern-
mental finance, For instance local
government tax collections from
the first of this century to World
War I exceeded total Federal rev-
enue by several hundred million
dollars, and were three to five
times the tax collections of the 48
states, Two world wars, the re-
armament of the last several
years, and increasing reliance by
local governments on state aid
have changed the relative tax
positions of these three levels of
government. - S

The Federal Government for

the fiscal year ended June 30, 1951
had net tax collections (excluding
Social Security) of $45.1 billion;
state government was $8.9 billion;
for local governments a rough es-
timate of $8.5 billion may be made,
an estimate is necessary because
full data are obtaihed only every
decennial. Add these sums and the
total is $62.5 billion. But notice
the change in rank: local and
state’ -governments now come
rather close to bringing in similar
tax’ sums; .the  Federal Govern-
ment 'collects two and one-half
times the local-state total, and in
1952 the Federal figure may well

- be-around $55 billion.

Such tax sums should be
enough to balance the budgets on
the various governmental levels,
and broadly speaking this is the
case, or 'was true for the 1951
fiscal year. The Federal Treasury
had a budget surplus which prob-
ably will prove to be about equal
to. the deficits of state and local
governments when final figures
are at hand.

A one year condition of ap-
proximately balanced budgets is
not a frend, and when trends are
observed ‘the outlook for govern-
mental finances is

two basic movements: o
First, expenditures on:..each
level of government will. -con-

return on a far value, of a mini-
mum wage and maximum' hours *
for work. Possibly this urge is
characteristic of a. mature econ=
omy, if such is our condition. !

But if this desire for safety
rather than risk is becoming deep
rooted, let us-be fully aware of
the actual costs. Certainly we
shall have bigger governments,
Whether or not our governments
(Federal, state, and local) also
will be better will depend on our

willingness as individuals to take
an active, = sustained  part in
politics.

Enjoy the

finest-tasting Whisky

in the world |

disturbing. .
~ Without discussion let me indicate

tinue to increase because we, the”
people, are demanding more serv- -
ices and help from our govern-:

ments, and at the same time are
remaining..indifferent~ (except in
talk) to economies in civil and
military administration. As public
expenditure mounts it can be met
only by increased taxes and debt.
Debt should not be incurred for
ordinary outlays, which now in-
clude rearmament, yet the public
is allergic to higher and higher
taxes except, perhaps, in a period
of obvious emergency. Thus, it is
a - pretty safe bet; that for the

three levels of gavernment com-.

bined both taxes and debt will in-
crease during the years ahead,
and especially so as long as in-
ternational tension exists. A con-
comitant will be further inflation.

Second, there is evidence of
more and more reliance by local
governments (counties, townships,
municipalities) on state govern-
ments, and by states on the Fed-
eral.. This reliance for ‘the ‘most
part takes the form of- seeking
grants-in-aid. In some respects
the growth in importance of the
role “of tax collector by higher
governments is desirable — there
are possibilities of economies and
uniformity in administration, But

by tradition and by necessity the

government which grants money

also exercises some control over

the way that money is spent.
This shift of the seat of tax ad-

ministration and political power §

in "America from the town meet-
ing to the state capital, and now

from the state capitals toward

Washington, D. C., apparently is
with our consent. After all we
still have the right to vote in free
elections, even though we may
not usually do so. It seems, how-
ever, that more and more of us
are becoming tired of the struggle
to be self-reliant, and are craving
from government the shelter of
farm' subsidies, of resale price
maintenance, of a guaranteed fair

‘ TABLE I
STATE TAX COLLECTIONS, BY MAJOR SOURCE: 1951, 1950, 1944, AND 1941

TAX SOURCE
(and number of states using
the tax in 1851)

General sales, gross receipts (29)___$2,00.
1.7

Motor fuels (48)

Alccholic beverage sales (48)
Tobacco products (40) .

Motor vehicle, cperator license (48).

Property (45) -
Death and gift (47)
Severance (24) ____
Other tax sources

—-—(Amount in millions)——
1951
(Prelim.)
1 $1,670
10 1,544

Individual, corporate incomes (31-33) 1,492
346

222

Tax Collections % Change %
from  Distri-
1950 to  bution
19 1

1950 1944

$721
685
267
160
394
762
247
112
71
646

©
R N TR RIS Ut

1.129 501

Total tax collections

Reference: State Tax Collections in 1951 (similar source for

$8,932' $7,929 $4,065 $3,606

prior years),

Bureau of the Census, Washington, August 1951. The numbers in parenthesis
indicate the number of states using this particular tax source in 1951; 31

states tax individual net incomes, 33

states tax corporate net incomes.
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The Role of the Unlisted

Securities Dealer

By JOHN F. EGAN*
Vice-President, First California Company, San Francisco

President, National Security Traders Association

Though upholding regulation of the security markets, Mr. Egan
says it alone is not enough to protect investors, and investor
education is equally important. Describes nature of unlisted -
securities markets and points out influences are constantly at
work to compel good faith on part of those engaged in them.
Cites code of ethical conduct of the NSTA, and stresses secur-
ities dealer’s role in making markets for lecal securities. Urges
new educational program by NSTA.

It is a great privilege to address
this distinguished group, who are
devoting their careers to making
it possible for Americans to invest

. ) more safely

and more
wisely in
American
corporations.
While you
gentlemen
usually
-neither ap-
prove nor dis-
approve .of
any specific
investment,

never higher
“standard , of
conduct.in the
o securities bus-
iness by requiring -complete and
objective .information- fo. be. pro-

, John F. Egan

vided to the investing public.. You

have continued to.develop  a con-
stantly higher nioral. sense based
upon. a more thorough objectivity
in‘the sales approach among those
thousands of people who, like my-
self, actually sell securities to the
public.

Over ‘the years, you have also
consistently striven to expose and
drive.from the market place, the
swindlers who were s2 persistently
fleecing the public out of their
hard-earned savings by high pres-
suring t em into unduly specula-
tive and phony - enterprises, the
true nature of which they were
unable to comprehend,

Is There Too Much Regulation?

But as typical Americans who
cherish their. freedoms, many of
us. in the securities business per-
haps at times may grumble and
complain about too much regula-
tion. Much as we would like to
see less of it and burdensome as
it may be at times, we must admit
that it has been, on balance; def-
initely in the best public interest.
And furthermore, while we may
not always admit it. this same
regulation has probably been to
our own real self-interest. It is
almost axiomatic in the securities
business that the successful sales-
man must merit the complete con-
fidence of his prospect and that
this can best be instilled by a
careful policy of understatement
and objectivity in the sales pres-
entaticn. This is one of the prin-
cipal virtues that our securities
regulatory bodies have so consist-
ently and so wisely encouraged.

As a typical and timely case in
point, let’s take a quick look at
the rapidly growing Mutual Fund
industry. Two years ago, in spite
of careful self-regulation within
' the industry, somewhat less than
low-pressure sales methods began
to creep up here and there where,
by-loosely worded and over-glow-
ing sales literature, inexperienced
investors were turning to mutual
fund shares as a cure-all, believ-
ing that they would be assured
ridiculously high  dividends, al-
most = certain profit possibilities
and even  an ability to redeem
their shares at purchase price or
“ipetter on demand. The SEC, in
voluntary cooperation with the

*An address by Mr. Egan before the
National Association of Securities Ad-
ministrators, Oklahema City, Okla., Sept.
18, 1951.
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Mutual Fund managements and
investment dealers generally, took
prompt steps against permitting
this situation to spread. As all of
you know, they prepared a “State-
ment of Policy” regarding Mutual
Fund sales literature which seemed
to. many at the time to constitute
almost a denial of free speech. But
I think that, troublesome as this
regulation first seemed, the prin-
cipal Mutual Fund sponsors and
dealers will agree that the objec-
tivity required by these new reg-
ulations, - rather  than" retarding

the salability of their shares; has.
actually made them more. real-:
. istically . attractive .and has-en-.

abled the investor.to more intelli-
gently select the type of fund that

-most satisfactorily suits: his - in-

dividual circumstance.
There.is another important and

_popular:field of investment .which
still seems.-in need'of. better:sales-

presentation. I refer ‘to the:so-
called “riskless” investments:pay-
able in a fixed amount of dollars,
such as government and municipal
bonds and savings and loan asso-
ciation certificates. These . are
splendid investments in their
place, but the “truth in securities”
code does not apply to them.
Hence those who invest in these
media are not advised of the pos-
sible risk of loss of. purchasing
power of their dollars due to that
“old devil, inflation,”

Let us by all means help our
government solve its fiscal prob-
lem, but the statement I heard
recently that “an interest return
of 2.9% (if held to maturity) con-
titutes a 33%3 % “profit,” is in my
opiriion definitely “misleading.”

To make it short, I sincerely
believe that regulation of the se-
curities markets hasbeennecessary
and has proven beneficial. But let
us now observe that regulation
alone is not enough, Education to-
day is of equal or even greater
importance.

The Over-the-Counter Markets

I would now like to ' comment
briefly on the “over-the-counter”
security markets, the role of the
unlisted securities dealer and the
organization and functions of the
national security traders associa-
tion.

There are two markets for the
buying and selling of securities.
One is the “listed” market pro-
vided by stock exchanges. The
other, and much the larger of the
two, is the “over-the-counter”
market which is not housed under
any one roof or even under sev-
eral roofs. It is, rather, a combin-
ation of all of our financial com-
munities and the individual firms
in those communities. It is both a
national and a local market.

Many securities are traded ex-
clusively or preponderantly over-
the-counter. These include 99% of
the shares of the banks of the
country,about the same percentage
of insurance company stocks, all
equipment trust certificates, most
real estate bonds, many railroad,:
industrial and public utility sec-
urities and all bonds of the United
States Government, its territories
and instrumentalities. It also em-
braces ‘all municipal securities—
issues of states; cities, towns and
their instrumentalities. Also in-
cluded in the over-the-counter

market are nearly all new issues

" ’of securities. It is through the

mechanism of the over-the-count-
er market that new securities are
originally distributed to the pub-
lic. In addition, the facilities of
this market are employed for the
distribution of blocks of listed

* securities. A large volume of pro-

fessional trading of listed securi-
ties is also done over-the-counter.
This trading goes on between
dealers, and between dealers and
customers such as banks and other
large institutions. ‘
Any one trading in this vast and
important market must be familiar
with the means and methods for

* transacting business in the market.

Mistakes and misunderstandings
cén ‘bé costly.

An over-the-counter transaction
is usually consummated by tele-
phone or via teletype of telegraph.
A - written confirmation maiied
immediately ‘may not reach its
destination until the second or
possibly the third day following.
Consequently, good faith in such
matters is essential. In. fact the
integrity of the spoken word is
the keystone of over-the-counter
activities.

Two influences are constantly
at work'to compel good faith on

“the partof all who engage in that

market.~One is the individual’s
owr reputation for integrity which

“he::mist-*of necessity zealously
‘guard if he is to remain in busi-

ness. The other is the availability
to. “members of the NASD code
of procedure for handling trade
practice ~ complaints - which may
arise ‘from violations of associa-

“tion -rules.

In most cities those who are

‘active:in over-the-counter trading

are known to each other. The in-
dividual’s reputation becomes an
open book to everyone engaged in
the business. Thus, deviations from
recognized standards of conduct
are common property  within a
short time, - 3 ;

The NSTA Code of Ethical

: Conduct

A code of ethical conduct be-
tween members in over-the-
counter . trading has developed
over the years and is recognized

and observed by everyone of in-
tegrity in the business.

Perhaps the greatest contribu-
tion to the national economy by
the thousands of unlisted securi-
ties dealers is their effectiveness
in making markets for “local”
securities. . ;

Investors like to put their sav-
ings in their own “backyard.” The
company by which they are em-
ployed, the local electric of gas
company, the bank in. which they
do business, the big corporate em-
ployer and taxpayer in their com-
munity, these are the companies
that people can see working at
first hand and understand. They
know their managements in per-
son or by reputation. It is common
local gossip as to their labor rela-
tions, their responsibilities to their
community and their money mak-
ing potentials: Making markets in
the stocks ‘of these local com-
panies is where the local unlisted
securities.dealer can and does
render his most constructive pub-
lic service.

Work of the NSTA

So much. for. the ‘role of the
unlisted securities business. I now
wish' to talk about the National
Security Traders Association. This
association is an organization quite
unique in the investment business.
Although it is composed of 30 im-
portant regional groups, function-
ing independently, its membership
comprises 4,000 individuals — not
investment firms. There are no
fixed dues. No one is forced to
join. No one is ever assessed, We
welcome the individual member-
ship of owners, partners, or em-
ployees of large firms and small
firms, stock exchange member
firms, or unlisted dealers. Ours is
the most democratic organization
that exists in our business.

For many years it has been the
sole purpose of the members of
this association. to get together
both regionally and nationally for
the purpose of getting personally
acquainted with .each other. We
all like .to know as intimately as
possible ‘the boys with whom we
are making trades and doing busi-
ness each day, usually over the
wires and throughout the nation.
We also strive to know the com-
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missioners and the staffs of the
SEC and various state regula-
tory authorities,

We feel that on a personal man
to ‘man basis we can get along
fine with them, understand their
thinking, and they understand
ours, by discussing our mutualk
problems at first hand, and get-
ting their advice and assistance
personally rather than through
the intercession of lawyers (al-~
though we love and use lawyers
at the proper time. '

We now feel that, worthy as

our purposes have been, we are

having forced upon us a matter
of destiny, an additional and far
more important service to the.
people of America and to -all of
the members of the Banking and
Investment Fraternity as well. = °

We believe that it is now im-
perative in the public interest that
a highly objective and independ~
ent campaign be “immediately
launched to explain’ to all seg—
ments of our population, the
necessity for ‘thrift and savings
and prudent investment of these,
savings, -not only in insurance,

bank deposits and government.

bonds, but especially in the cor-.
porate stocks ‘of. American. in- ;
dustries. : ;

A New Educatiohal Program

The necessity for such an edu- -
patlonal program is well expressed
In a current article in the press:

by a gentleman whom I think yow'
all know—Hon. James J. Caffrey,

former Chairman of the Securities -
and Exchange Commission. Says
Mr. Caffrey, (I quote in part):

“Sound capital formation is one

of ‘the principal foundations: of

the American business sy stem.
There must be a‘reasonably bal~

anced equation of debt against a
sound backlog of so-called ‘risk® .

or equity investment. . . . Savings |

of individuals ‘invested ‘in cash,

savings and other bank deposits, :

savings and loan - associations; pri<
vate life insurance (excluding so-

cial security, etc.) and U. S. Gov-
ernment, municipal and corporate

bonds, for the 15 months ended

March 31, 1951, increased by ap-
proximately 12.6 billions of dol- '

Continued on page 35 |
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Our Number 1 Growth Industry

By J. ALBERT WOODS*
President, Commercial Solvents Corporation

Executive of leading chemical concern reveals recent ra}pid

expansion of chemical industry in U. 5. and its contr.lbuhons

to global health and welfare as well as its use in agncultl_lral

pursuits and in food preservation, clothing and timber supplies.

Lauds research activities of chemical industry under free enter-

prise, but warns of danger to nation from governmental extrav-
agance and bureaucratic confusion.

Those of us so engaged, take jus-
tifiable pride in the achievements
of the chemical industry. Invest-
ment bankers call it a “growth
industry” and :
no one hasyet oot
challenged its
right to bear
that title.

For 30 years
my associa-~
tion with var- ¢
ious parts of ’
this industry :
has been a
thrilling  and _
satisfying ex- §
perience, Per-
haps my view- |
point is prej- S
udiced, but I J. Albert Woods
know of no
other business where enthusiasm,
devotion and excitement all play
such roles in the daily lives of
those who are a part of it.

From the turn of the century
until 1914 the industry just about
kept pace with our general econ-
omy. We took our first real spurt
between 1914 and 1929. It is more

*An address by Mr. Woods at 18th
Annual Meeting of the National Agricul-
tural Chemicals Association, Spring Lake,
N. J., Sept. 6, 1951,

For the financial, commercial
and technical aspects of the

CHEMICAL PROCESS
INDUSTRIES

ask the specialists in the
industry . . . consult ARIES &
ASSOCIATES.

The Aries organization has served
chemical and process manufacturers,
underwriters and investors in:

® Merger and Consolidation Studies.

® Demand, Price, and Profit- Fore-
casts,

® New Product Analyses.

® Investment and Profit Estimates.

® Industrial Development Planning,

® Techno-Economic Studies for Pro-
spectus Use.

® Portfolio Analyses for Chemical
Stocks,

® Techno-Economic Audits of Com-
Ppanies.

® Selection of Projects for Invest-
ment and Company Expansion.

Let the Aries experience .in chemical
processes and the chemical indus.
tries aid you. We furnish complete
“know-how” for new, proven proc-
esses ranging from fine organics to
tonnage chemicals to investors and
companies.  Our integrated service
requires no additional research on
your part. :

Without - obligation, write for our
newsletter Chemonomics.

R.S.ARIES & ASSOCIATES

CONSULTING ENGINEERS
& J
ECONOMISTS
L]
SPECIALISTS IN
CHEMICAL PROCESS
INDUSTRIES

400 Madison Avenue, New York 17, N. Y.

than passing signifance tt;at, fol-
lowing the great depression, the
chemicals as a group had recov-
ered all their losses by 1935,
whereas manufacturing produc-
tion generally took another two
years until 1937 to equal the pre-
depression level.

From 1939 to 1943, manufactur-

' ing production rose 136%; chem-

ical output increased 2_43%_. “Fi-~
nancial World” ‘magazine 1s my
authority for saying that in 1950,
the output of industrial chemicals
was 13% above the wartime peak
while manufacturing output was
still 19% below it. While it is true
that great expansion has.taken
place during wars, it is a libel to
say that chemical producers are
“capitalist warmongers” because
it is a provable fact that, with the
possible exception of .nilitary ex-
plosives, the industry’s products
are just as essential in peace as
in war.

There is a constant effort to
produce new products, to find
new uses for old products — to
develop new processes, new raw
material sources, better quality,
lower prices — all of which con-
tribute to greater markets and
wider uses.

A $4 Billion Expansion Plan

Dwight Moody, Chemical Ed-
itor of the New York “Journal
of Commerce,”’ pointed out in a
very recent article that the chem-
icals industry is now committed
to'a further $4 billion expansion
plan this year which, topping
steel’s expansion plans by $800
million, is the greatest of its type
ever seen n this country. It com-
pares with roughly $5 billion in-
vested by the industry in new
plants and facilities in the five
years following the war — a pe-
riod which saw its total assets
shoot up 60%.

While it takes teamwork on
the part of all in every great en-
terprise and industry, and while
sales and production engineers
and purchasing departments have
made notable contributions to our
progress — it is my opinion that
the keystone in the arch of the
chemical industry is research. -

It is research that has made
possible the rapid progress that
has been made in the fTield of
pesticides.

Never before in the history of
agricultural technology have pes-
ticides played such an important
role as they have in the last five
years. The phenomenal develop-
ment of revolutionary new pes-
ticides has accounted for the rapid

-advances associated with the in-

dustry.

Growth will continue because
ample supplies of food, forage and
fiber cannot be produced without
them. Secretary. of Agriculture
Brannan recently emphasized this
point by saying . . . “Adequate
machinery,  fertilizers, and pes-
ticides — the farmer’s tools of
l){)(l!d}mtion — must be kept avail-
able.”

It might be well, therefore, to
highlight, even to this educated
audience, a few of the valuable
and significant contributions be-
ing made by your industry — and
mine — to the economic improve-
ment and well being of the world.

(1) Pesticides and global health
—The development of DDT and
other new insecticides for con-
trolling disease-carrying insects
is recognized as one of the most
Important advances in medical

~use of
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history. The' control of -malaria,
typhus, encephalitis, dengue fever,
yellow fever, filariasis, and other
diseases has improved the health
of man and increased his life ex~
pectancy. throughout the world.

Few people realize that malaria,
the most important disease of man
in the world, can be effectively
and economically controlled
merely by spraying insecticides
within homes. According to the
Expert Committee on Malaria,
World Health Organization, “ ...
territories whose total population
reaches about 350 million are
numbered among those where
malaria is being mastered; and in
a large part of these regions, the
disease has already ceased to be
a public health problem” . . .
“there are almost 50 million in-
habitants of different parts of the
world, particularly in rural areas,
who have been shielded against
the scourge of malaria ... ”
through the use of insecticides.
Almost complete elimination of
malaria from the United States
was hastened by the spraying of
800,000 homes last year by the
U. S. Public Health Service and
the State Health Departments.

One of the greatest public
health accomplishments yet
achieved with insecticides was the
outstanding control of major epi-
demics of louse-borne typhus dur-
ing World War II. Authorities
agree that the use of DDT stopped
the typhus epidemic in Naples,
Italy and subsequent outbreaks
elsewhere in the world—saving
thousands of lives.

Today, in Korea, as well as in
Japan, the use of pesticides in pro-
tecting our troops from insect an-
noyance and disease is a routine
measure for increasing combat
effectiveness.

(2) Pesticides and timber —
Lumber is by far the major con-
struction material. The depletion
of our forest reserves, a vital fac-
tor in the prevention of floods
and soil erosion, used to be more
than a threat. However, today,
millions of acres of valuable for-
ests are saved annually from de-
struction by insect pests through
aerial application of insecticides.
The development of highly effec-
tive and cheap protectants has
for the first time provided a tool
with which to reduce tremendous
losses from injurious forest in-
sects in. inaccessible areas, Here-
tofore, losses due to insect epi-
demics were accepted because no
methods were known for directly
combating forest pests.

In addition to protecting vital
timber stands, millions of board
teet of stored pulp wood, green
logs, and lumber are rendered
immune to insect attack by the
insecticides. Protection
does not halt there. Chemical pre~
servatives are applied to struc-
tural timber to protect it from de-
terioration from termites and de-
cay, saving countless sums in ren-
ovation and rehabilitation.

(3) Pesticides and clothing —
The value of using new pesticides
for cotton insect control has been
clearly demonstrated in combat-
ing the boll weevil. The impor-
tance of using them is illustrated
by data obtained from the
U.S.D.A.; in two community-
wide experiments conducted in
central Texas, fields which were
sprayed or dusted produced a
yield of 415 pounds per acre com-
pared with 178 pounds from the
untreated fields. The net profit
was about $54 per acre. A similar
large-scale test carried out in 1950
gave an average gain of $74.84
per acre. It'is obvious what this
type of control would have meant
if -applied to the entire heavily
infested cotton area. In 1950 it is
estimated that 3,900,000 bales and
1,600,000 tons of cottonseed were
lost with a gross dollar damage
of more than $900,000,000. Pre-
liminary estimates indicate that
the 1951 crop will be one of the
largest if not the largest in our
history. i

This high yield will be due in

no’' small measure to the use of
pesticides. For example, cotton
growers are now treating crops
even if no evidence of infestation
is in sight, as compared to the old
technique of application only after
a 20% infestation has been noted.
The importance of pesticides as
insurance can also be illustrated
in another way — the farmer has
a large investment in land, equip-
ment, fertilizers, and seed, and
for a few cents is able to insure
his investment with the proper
use of pesticides. In- many in-
stances . banks and other leading
agencies specify pesticide treat-
ment for crops on which money
is loaned.

Approximately four years ago
one-third of all cattle hides pro-
duced in the United States were
damaged by grubs which meant
an average loss of approximately
20 million annually in this coun-
try alone. With the use of modern
control = measures this. loss has
been greatly reduced. Dipping of
sheep stimulates animal growth
giving higher yields of better
quality wool.

Although damage to wool and
wool products by insects has been
estimated to be about one-quar-
ter billion dollars per year, it is
difficult to obtain reliable infor-
mation. Needless to say, millions
of dollars worth of clothing are
saved thru the use of insecticides
to. control moths, carpet beetles,
and other destructive pests.

Pesticides are  an important
factor in protecting animals as
well as plants which supply the
fibers for our clothes and again
protecting them from other pests
after - they have been ' produced
as finished goods.

(4) Pesticides and food—Every-
one recognizes that the use of
toxic materials for pest control
may be hazardous and that steps
must be taken to safeguard work-
ers in manufacturing plants, users
of pesticides, and consumers of
food products,

The present ballyhoo and hull-
abaloo, however, has placed all
the emphasis on hazards of use
rather than the great benefits de-
rived from their proper use.
Moreover, pesticides are chemical
protectants rather than chemical
additives. As protectants and used
during production or storage, pes-
ticides are certainly not in the
same category as chemical addi-
tives which may be used in pro-
cessing or preservation of food.

Legislation alone cannot re-
place actual policing of the food
supply to insure quality and pur-
ity. An expanded research pro-
gram on the toxicology of new
pesticides and methods of their
analysis is .recognized as neces-
sary and desirable. Greater effort
to educate the user on the proper
application of pesticides must be
pursued. g

It is only fair that the public
be given all the facts and not
just statements prefaced by the
word ‘“may” which arouses the
fear of the American public
against the methods of use and
application of pesticides in the
protection and storage of our
food.

Fruit and vegetable pests must
be controlled by chemical pro-
tectants or the grower will go
out of business and the consumer
would suffer. Of the large quan-
tities of pesticides wused, only
small ‘amounts come in direct
contact with the edible portion,
i. e.-potatoes, peas, beets and corn.
On foods where insecticides are
directly applied, the timing of
treatment is such that only mini-
mum residues remain -at harvest
which in most cases are removed
after further processing. It should
be pointed out that with one of
the most widely used insecticides
DDT, not one case ¢f human death
has been proved as due to ex-

posure or from residues on foods. §

In 1949, the vaiue of crops
saved from grasshoppers alone by
insecticide control .was placed at
$72 million — a saving of $55 for

each control dollar. spent. Hun- . .

dreds of other remarkable savings
might be cited. ’

In 1950, over a million acres of

small grain in Oklahoma, Texas,
and Kansas became heavily in-
fested with greenbugs. Up to that
time -there had been no known

practical control for this serious -

pest. A.-new insecticide was suc-
cessfully applied and saved many
millions of bushels of needed
small grains. :

-In this country, the many plant
diseases that attaek: fruit, vege-
table, cereal, and forage. crops
are estimated to cause losses
amounting to $2 billion each year.
Many fruit and vegetable crops
require the addition of fungicide
dusts or sprays to prevent losses
attributable to fungus or bacter-
ial diseases. For example, in con-
trolling late blight on potatoes

.and tomatoes, treatment is made

to guarantee a marketable crop.
Thus, routine application as a

preventive must be made, regard- |

less of whether the disease may
be less prevalent than usual.
Plant growth regulators are re-
ceiving greater acceptance be=
cause of their value in controlling
growth rates in the production of
many fruits. This has resulted in

the = production of top quality |

products. Other uses of plant

growth regulators are for improv-.

ing storage qualities of both fruits
and vegetables.

Many- kinds of foodstuffs, in=-
cluding grain, cereals, flour, dried
fruits, cured meats, and cheeses,
are highly susceptible to infesta-~
tion by insects and heavy losses
are likely to occur unless ade-
quate protection is given them.
The infestation may start in the
field during the growing period,
in processing plants, during ship-
ment or in storage.

High and low temperatures and
sanitary measures in processing
plants and storage are helpful in
combating infestation but often
do not eliminate or prevent it.
Because of this inadequacy, fumi-
gation has long been depended
upon to protect thousands of tons
of diversified foodstuffs annually.
Fumigation is also used to a lim-
ited extent to rid fresh fruits and
vegetables of insect pests not yet
widely distributed, thus prevent-
ing or retarding their spread.

In recent years outstanding re-
sults have been obtained in con-
trolling weeds and -undesirable
woody shrubs and trees. This
has made practicable the tremen-
dous increase in grazing lands for
greater production of livestock.
Chemical control of weeds may
be achieved at much lower costs
than by cultivation and in wheat,
rice, and many other field crops
it is the only practicable method
of weed repression, These devel-
opments have greatly reduced the
amount of farm labor required at
a time when manpower is an im-
portant factor.

Without going any further it
can be concluded that billions of
dollars and millions of tons of
food and feed are saved each
year through the proper use of
pesticides. But, we must not over-
look the fact that losses by var-
ious insect pests in the United
States are still estimated to be

Continued on page 40

: .\;
C}hemlcaIF und

I

A Prospectus describing the Come
pany and its shares, including
the price and terms of offer-
ing, is available upon request.

F. EBERSTADT & CO. INC.
39 Broadway New York City

gitized for FRASER .
; iefad Grghk T )




Volume 174 Number 5048 . . . The Commercial and Financial Chronicle

Of candles and chemistry. ..

self-gufficient in the whole field of chemistry.

It was with this in mind that. Allied Chemical
& Dye Corporation was formed, in 1920, through
 the consolidation of these five companies:

Less than 200 years ago, in a gloomy laboratory
in England, Joseph Priestley, the “father of mod-
ern chemistry,” discovered oxygen with the aid of
~ a sealed glass and a candle.

Today—in the age of atomic energy—chemistry
has come a long way. But America’s greatest
progress began little more than a generation ago.

During World War I, it became painfully obvi-
ous that we had been too long dependent on
Europe for dyes, pharmaceuticals, intermediates
—and indeed, even for many basic chemicals.

Clearly, America needed to become more

JOSEPH PRIESTLEY (1733-1804).

The Barrett Company

General Chemical Company

National Aniline & Chemical Company, Inc.
Semet-Solvay Company

The Solvay Process Company

By integrating the production of these companies,
Allied has helped America become self-sufficient
in the chemicals needed for virtually every basic

ALLIED CHEMICAL

(1061) 17

ATOMIC EXPLOSION AT BIKINI.

ihdustry in America;

Since 1920, Allied has built a world-wide repu<
tation for quality products, and contributed im-
portantly to the advance of American chemistry
through research and improved manufacturing
techniques.

In today’s atomic age, Allied’s integrated pro-
duction will stand America in better stead than
ever—by providing a dependable source of supply
for basic chemicals to meet constantly growing
civilian needs ... and for the successful defense of
our American way of life.

& DYE CORPORATION

61 BROADWAY, NEW YORK 6, NEW YORK

' THE BARRETT
DIVISION

GENERAL
CHEMICAL DIVISION

7 / EE)
SARIC CHEMICALS ¢

NATIONAL ANILINE
DIVISION

Dyestuffs, Food Colors,

THE SOLVAY PROCESS
DIVISION

SEMET-SOLVAY
DIVISION

Chemicals, Coal-tar Prod-
ucts, Building and Paving
Materials, Resins, Plasti-
eizers, Fertilizer Materials.

Acids, Alums,Sodium Com-
pounds, Insecticides, Fine
and Reagent Chemicals,

Intermediates, Pharma-

ceuticals, Textile Dyeing
Assistants, Synthetic De~
tergents,

Coke and By-Products,
Coal,Wilputte Coke-ovens.

Products, Methanol and
Formaldebyde,
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. CustomsSimp!iiicalionBillWould
Upset OrganicChemical Industry

By S. C.
Synthetic Organic Chemical Manufacturers
Association of the United States
Vice-President, American Cyanamid Company

18 (1062)

President,

* Mr. Moody contends Customs

House Ways and Means Commitiee, by changing fundamen-
tally basis of values for assessing duties,
blow to U. S. organic chemical industry. Says if
Selling Price” Method of assessing import duties is eliminated,
dye industry particularly will suffer serious damage. Stresses
value of organic chemical industry in national defense.

During the past several years
there have been a number of bills
introduced into Congress, and cer-
tain actions taken by the State

S, C. Moody

Department under the Trade
Agreements Act that are extreme-

" 1y upsetting to the organic chem-

ical industry, and which in "our

opinion will have very far-reach-

ing effects. There is before the
"Ways and Means Committee of the
House at present the bill known
as the “Customs Simplification
Act of 1951,” which, if passed in
its present form, and without the
amendments we have advocated,
would be a tragic mistake and
would affect a great many Amer-
ican manufacturers and particu-
larly a very large number of the
smaller producers.

The organic chemical industry
is difficult for the layman to un-
t_ieystand and appreciate because
it involves so many products and

" covers so many fields of applica-

tion. Not only does the industry

. produce dyes, but also it manu-

factures pigments, chemicals for

. Plastics, resins, perfumes, flavors,
i pharmaceuticals for the human

* and veterinarian fields,

com-

. pounds used in all rubber manu-~

facture, synthetic fibers, and many
other fields that are almost too

. numerous to mention.

The bill before the Committee

* proposes a fundamental change in

the basis of value for assessing
duties and, as stated before, would'

! strike a vital blow at. this great

defense industry.

To unde_rstand our point of view
propquy,_ it is necessary to review
the highlights of the history of the

i orgapic chemical industry, with
 particular emphasis on dyes and

the products, called “intermedi-
. ates,” from which they are made.
The first synthetic dyestuff was

discovered by the British chemist,

‘William Henry Perkin, as far back
as 1856, but the actual commercial
development of the industry was
undertaken by Germany, and for
nearly 60 years they succeeded,

by one means or another, in keep-
ing the “know-how” and produc-
tion of these products almost ex-
clusively to themselves. The ‘re-
sult of this was that, at the out-
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sufficient industry. Action was
finally taken through the Tariff
Acts of 1922 and later of 19.0,to
encourage the industry’s rapid ex-
pansion. You know, of course, the
- part that the organic chemieal in-
dustry played during World War IL
The situation was completely. re-
versed from that of 1914, Now we
had many plants scattered
through almost the entire coun-
try, with thousands of trained

MOODY

Simplification Bill, now before

more particularly, highly-skilled
operators, foremen, and. the ad-
ministrators - who were quickly
able to gear their production to
the manufacture of chemicals that
were vital to the war effort.
Without this tremendous reser-
. voir of talent and trained person-
break of World War I in 1914, pa1 how could we havg built
neither the United States NnOr plants so quickly for synthetic
Great Britain nor France had an yypber, aviation gasoline, explo-
organic chemical industry worthy gjves, sulfa drugs, anti-biotics, vi-
of the name. It is really striking tamins, insecticides, and above all,
how closely the history of the atomic energy, to mention only a
British chemical industry parallels few of the chemical developments.
that of our own. The Association = 1¢ the “American Selling Price”
of Britisn Chemical Manufactur- yethod of assessing import duties
ers published a very e?(cellent re- js eliminated, the dye industry.
port in 1949, from which the fol- particularly will ~ suffer . serious
lowing is a quotation:
“In 1914 this country was largely If it does; this will affect other

would strike vital
“American

dependent upon Germany-for sup- branches of the industry that sup--

plies of many essential products, ply not only intermediates, but

particularly dyestuffs, drugs, and other chemicals — acids, alkalies,

other fine chemicals. The chemical solvents, etc. — to-the 45 dye man-
industry of Germany, on the other ufacturers in this country. If, as
hand, was in 1914 both compre- we predict, the industry does suf-
hensive and well organized. It was fer, the very first effect will be to,

already producing a wide range of discourage’ research -and develop--

synthetic organic chemicals, and ment. ~Make no mistake -in “not
had in fact attained such a lead believing that Research-and - De-

over other nations that Germany velopment Staffs will be cut: They .

had almost a .world monopoly. Wilk Tt requires no stretch of the.
Thus, whereas Germany produced imagination to picture how, rapidly
83% of the world’s dyestuffs, this, perhaps:the most important

chemists, chemical engineers,.and-

and perhaps irreparable, damage..

Great Britain produced only 3%,

and these mainly of the simpler

types. +
“The outbreak of World War I,
therefore, found Britain in.a. se-
rious posftion from the chemical
point of view. Drastic steps had
to be taken to repair these grave
deficiencies. By the end of the
war the vital importance to: the
national economy, both in war aqd
peace, of a strong organic chemi-

of all of the assets of-the.industry,
vvs(,ill disintegrate ‘and::disappear:
e.

imports is changed from ‘“Ameri-
can Selling Price,” which -is' the

actual selling price in the markets’

of the country where lively and
keen competition -exist —if . this
basis be changed -to export -value,
or foreign value, or some -other
basis which leaves it entirely in
the hands of the foreign producer,

know, from  past experienceé .
that  if the basis of - valuation of;

cal industry, was fully recognized t, manipulate as he finds necessary
by the government, and legislative __5 Jarge segment of our domestic
steps were taken in the years 1920 market will be thrown open to the

~and 1921 to assist its future de- importer. For all practical pur-

velopment.” poses, there is only one major pro-

These protective measures are ducer of dybstuffs in England, one-

still in effect, despite British crit- in France, one in Italy, three in
icism in recent years of our own - Switzerland, and according to re-
measures. Why do the British-par- cent reports, five in Western Ger-
ticularly feel so strongly about the_many, all of which have expand-
preservation and expansion of this ed their capacity tremendously
chemical industry? To quote again since the end of World  War II.
from this same report: Japan has a large organic chemi-
“Jt should be stressed that in cal industry, and in recent years,
the dyestuffs, industry more than Belgium, Holland, and Sweden
in any other, research is an essen- have encouraged the formation of
tial of the nmormal pattern.. This large chemical ‘industries. Forty
type of research has inevitably led percent of Germany’s prewar ca-
to the discovery. of products useful pacity in East Germany is now
outside the field of dyestuffs behind the Iron Curtain; and this
manufacture ., . . the section of together with the Czechoslovakian,
the' industry ‘making dyestuffs Polish, and Russian producers,
also manufactures an extensive constitutes a tremendously for-
range of other materials; including midable threat.
rubber chemicals, polymers, syn- - Al]l of these producers are car-
thetic resins, and finishing agents. tel-minded, and have operated
It also manufactures substances their businesses under cartel ar-
required for human and. animal rangements for decades. There is
medicines and pest control.” - no question but that every effort
. For example, Sulfanilamide, first will be made by foreign producers
of the “wonder drugs” was syn- to obtain. footholds in our home
thesized  about 1895 ‘in France markets. Recent concessions made
during research on intermediates at Torquay were only the open-
for making dyes. Its therapeutic ing guns in this campaign. At this
value was not discovered until conference concessions of nearly
about 1935. : ; ; 50% were made on organic inter-
. The United States found itself medjates running into the thou-
in almost exactly the same situa- sands.” The results will not be ap-
tion at the outbreak of World parent immediately because of the

War I. We were producing -less upset conditions of rearmament,-

than 10% of our dyestuff needs by, but in years to come, the impact
weight, and only 5% by value, will be terrific. ‘ ’
and furthermore, the small num- . It is most significant that in the
ber of United States manufac- interest of national defense, every
turers , were wholly dependent other major producing country
upon Germany for the interme- controls imports of organic chem-
diates from which dyes are mac!e. ical compounds rigidly. These

As early as 1916, President Wil- controls are effected either by
son realized how handicapped both means of licensing systems, ex-
Great Britain and _ourselves had change controls, or both. Surely
been because of this lack of or+ with world conditions as upset as
ganic chemicals, and urged that they are today, this is no time for
Congress take steps to insure the our government to risk our own
development of a strong and self< security.

Secrets of Life Processes to b'e &
Probed by Fuiure Chemisls

Dr. N. Howell Furman, President of the American' Chemical

Society, at its Jubilee Meeting,

pred.cts this field of research

will absorb much of chemists’ work in next 25 years.

Speaking on “Chemistry and
the ‘Future” before several thou-
sand chemists and chemical engi-
neers from more than 40 countries
a general as-
sembly of the
American
Chemical So-
ciety at the
Manhattan
Center in New
York City on
Sept. 3, Dr.
N. Howell
Furman,
Chairman
of . 'the . De-
partment of
Chemistry in
Princeton
University,
and President

Dr. N. H. Furman

‘of .the Society, stated  thate“It is

probable that in the next quarter
century - more. chemists . will . be
busy, with a study of the chemistry

“of life processes in plants and ani-

mals.than with any other general
area of research.’

. -“We can look forward with as-
surance : toward “the conquering
and alleyiation of :many .of. our
remaining: physicall;ills when the
chemistry: 1s.>more fully - under-
stood,” Dr. Furman added.

*“There is reasonable hope, more-
.over; saccording to’the distin-
-.guished chemist, that an important

part-of. animal food requirements
may -be synthesized in “rather
compact photosynthetic factories.”
He cited the rapid recent strides
made with atomic tracer methods
in research on photosynthesis, the
mysterious process by which
plants use sunlight to convert car-
bon dioxide, and water inte the
carbohydrates of plant tissue.

In' considering the possible ac-
complishments - of - coming years,
Dr. Furman said, it is essential to
realize that “a future along lines
that we like to contemplate is de-
pendent on the preservation of
our essential freedoms.and our
way of life.” President Truman’s
special message to the Diamond-
Jubileé Meeting which stressed
this point was cited by Dr. Fur-
man, who declared;

“As much of our productive ef-

fort as is needed will certainly be

devoted to this end in the years
ahead.”

We have no choice, Dr. Furman-
continued, but to “maintain our
military preparedness in the
atomic energy field until ‘present
political and ideological conflicts
are resolved or sufficiently eased.”

The major .emphasis now being
placed upon the power output of
nuclear reactions is encouraging,
and “substantial power from this
source for normal uses should

come: in this - century,” probably

before the Society’s centennial in
1976, was - the prediction of Dr.
Furman, and_he added:

“We may expect the uses of fis-
sion products to multiply in the
solution of problems of chemical

‘mechanism and in the more com-

plete understanding of all surface
phenomena.

“We may predict wider use of
rare metals and alloys, new uses
of minerals and inorganic com-
pounds, and apparently limitless
work to be done in the prepara-

“tion ‘of organic compounds and

mixtures. From such efforts will
continue to come new ‘wonder

“drugs,’ . fibers, plastics, coatings,

and a host of products that will
be useful to agriculture, industry
and human health.”

An important future problem,
Dr. Furman stated in the course
of his remarks is that of giving
free play to the scientific search

for truth without a multitude of
constraints in the form of reports
and contractual details, !
It is also important to train
young chemists to cope with prob-
lerrs that cut across broad areas,
the speaker continued, noting that

¢ 1rdividuals devoted to broad areas

of science used to flourish in the
laboratories of universities, vari-
ous research foundations and lab-
oratories supported by private
means. .. <

“We need  to foster ways 'in
which gifted individuals can re-
capture the broad perspective that
some of our early.chemists had
and their freedom of research pur-
suits,” he declared.

The whole probfem' of future
research is in great measure tied
in with the young university sci-
entist, who now. finds his salary
at “the minimum' tolerable level”
and his time divided between

teaching, research and.committee.

work, Dr. Furman said. Since the
young scientist’s promotion seems
to depend upon volume and qual-
ity of his published work, “long-
range research cannot be ‘under-
taken unless he sees ways to chop.
up the publication into small bits.”
Some progressive industrial lead-
ers have seen the dangers involved
in this system, and have come to
the rescue . with ' fellowships - and
grants-in-aid; Dr. Furman pointed
out, and government contract re- .
search also has been helpful, but
“a stable and free long-run plan
for support of research in univer-
sities still needs to be worked
out.” :

It is heartening, Dr. Furman
said, to know that many young
scientists of excellent - qualifica-
tions are still willing and eager to
embark on careers of university
teaching despite the problems en-
tailed.

“As we turn toward the century
mark of our society’s organization
and toward the nation’s bicenten-
nial, we are clearly in the critical
years—the years of decision as to
our essential freedom and our way
of life,” "Dr.. Furman declared.
“Whether “future historians will
call this the chemical century, the
scientific century, or the catastro-
phic: century will depend in-no
small measure on the beliefs, the
powers and the activities of the
groups that are: here represented.
Let us resolve to use our skills
and talents, together with what-
‘ever persuasive powers we' may
possess, toward  every . construc-
tive action for the future benefit

of mankind.”

Campbell Director of
Gan. Bk. of Gommerce

TORONTO, Qnt., Canada—Hon.
G. Peter Campbell, K.C., L.L.D,
was . elected. a - director. of The
Canadian Bank of Commerce,. it
has been announced. - Senator
campbell has been a member of
the Canadian Senate for Ontario

‘since 1943 and is senior member

of the law firm of Arnoldi, Parry
& Campbell of Toronto. He is
President of the Federal Com-
merce and Navigation Co. Ltd. and
is a director of a number of other
companies including The. Con-
federation Life Association, Crown
Trust Co., Maple Leaf Milling Co.
Ltd., Massey-Harris = Co. = Ltd.,
Stone and Webster Canada Ltd.,
Toronto Elevators Ltd. and Ca-
nadair Ltd. (Canadian subsidiary
of Electric Boat Co.).
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Forecasts Vitamin
Cures for Mental llis

Texas University chemist tells of

possibility of treating numerous

obscure  diseases . by studying

specially genetically controlled
needs of palients.

Hope for the treatment of men-
tal aisease through the diet was
held out by Dr. Roger J. Williams,
of the University of Texas De-

4 partment of
Chemistry, in
a talk before
a session of
the American
Chemical So-
ciety’s Dia-
mond  Jubilee
meeting in
New York
City on Sept.4,
Dr. Williams
said that “the
possibility o f
treating nu-
merous ob-
scure diseases
. by giving at-
tention to special genetically con-
trolled needs is real and may re-
sult in at least a minor revolution
in the field of medicine.”

'“Because meniai powers,” he
added, “are in some cases demon-
strably correlated with individual
metabolic patterns, the study of
the latter offers a bridge between
biochemistl‘y and psychology and
an- open:door- to 'a~better under+
standing:of mental- disease and to
a-/probability - that nutritional
treatment’ based on individual
needs may be developed.”

“As evidence of at least one ail-
ment that could be traced to diet,
Dr., Williams cited alcoholism,
which he said ‘“definitely has
roots” in the characteristic pattern
of an individual’s use of food and

.~ “has'been treated successfully by
nutritional means.”

Dr. Williams also predicted that
“a whole new pharmacology will
ultimately have to be developed,
based on a recognition of individ-
ual metabolic patterns (use of
food).” The difference in effect of
a particular drug among various
individuals is dependent on the
individual pattern, he said, and
such “individual responses can
make the difference between life
and death.”

“The more useful drugs,” he
noted in this connection, “are
those which have a relatively uni-
form action; large numbers of
chemicals, however, never have
been used because they cannot be

1)

D;‘i R. J. Williams

relied upon to produce predictable

results.. Even the most uniformly
acting drugs, moreover, depart
significantly from the ‘norm’ when
aplied to a substantial number of
cases.”

The efficient use of drugs, he
indicated, would require prelimi-
nary study of individual dietary
need.

Dr. Williams based his conclu-
sions on “the fact that each human
individual 'possesses a distinctive
metabolic pattern which is inti-
mately related to his health and
other problems.”

The existence of these patterns,
he said, “is a reflection of the ex-
istence of different enzymatic pat-
terns.”

The enzymes to which Dr, Wil-
liams referred are chemicals which
are found throughout the body
that carry on the life functions
without being destroyed or
changed too greatly in the process.
Some enzymes, for example, are
secreted and digest food in the
stomach. Others in other organs
can combine basic chemicals in
such a way as to form living mat-
ter.

It is believed that animals in-
herit their enzymatic pattern from
their parents, he noted, and the
pattern of the offspring may be a
mixture of that of the parents.
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But- the “existence of different
enzymatic patterns for different
individuals, he said, is caused not
by the “absence and presence of
different enzymes—these are pre-
sumably substantially the same in
all individuals—but by the varia-
tion of relative efficiencies of the
different enzyme systems.” i

“These differences in enzymatic
patterns,” he concluded, “in turn
must make for difference in the
need for the various raw materi-

als required for synthesis (body
building). The list of nutrients

required by a series of human in-
dividuals may be identical, yet the
pattern of needs may be different
from individual to individual.”

All this adds up to the fact that
diet infiuences mental and other
diseases through metabolic pat-
terns.

N. K. Ra‘nsom Opens

Norman K. Ransom is engaging
in; a securities business from of-

fices.at.55 Liberty Street.

Malvern Hill Co. to
Be Formed in N. Y. G.

Malvern Hill & Co., ‘Inc.,, will
be formed shortly with offices at
115 Broadway, New York City, o
act as underwriters and distribu-
tors of municipal bonds. Of‘icers
will be ‘Malvern - Hill, President;
William M. Baer, Vice-President,
and D. M. Brackett, Secretary. Mr.
Hill is Vice-President of Strana-
han, Harris & Co., Inc,
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A. B. Wheeler Assoc.

LOUDONVILLE, N. Y.—A. B.
Wheeler & Associates has been
formed with offices at Colonial
Green, Archibald B. Wheeler, for-
merly with Raymond D. Palmer
& Associates, is proprietor.

Yannopoulos Opens
Dino Yanropoulos is engaging
in the securities business from
offices at 10 East 85th Street, New
York City, 3

better living for all of us.

SYNTHETIC ORGANIC CHEMICALS -

Chemistry makes it yours!

A whole new world of better produéts is being created to serve you!

The great progress made in American chemistry has been
in the past 30 years . .. within the lifetime of most of us.
Versatile plastics—health-giving wonder drugs—fine man-
made fabrics . . . they’re only a few of the modern chemical
achievements which have opened up a whole new world of

Vision—75 Years Ago

Though the greatest advances have been made within
three decades, the foundation for this progress was laid by
the pioneering American chemists who 75 years ago had
the vision to form the American Chemical Society. Their
society has grown from a handful of members to well over
60,000-the world’s largest professional scientific organiza-
tion. The people of Union Carbide are glad to pay tribute
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to the American Chemical Society on its Diamond Jubilee,
and on the occasion of the World Chemical Conclave.

Union Carbide Grows With Science

Chemistry and the related fields of physics and metal-
lurgy have long been major interests of Union Carbide. The
applicatiorf of these sciences to producing new and better
materials has been the backbone of UCC’s growth.

FREE : Learn more about the interesting things you use every day. Write for
the 1951 edition of the booklet “Products and Processes’ which tells how

~ science and industry use the ALLOYS, CARBONS, CHEMICALS, GASES, and
PLASTICS made by Uniont Carbide, Ask for free booklet L.
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Everythmg in High Gear!

—But

When It Ends?

By COL. HERBERT G. KING
Member, New York Stock Exchange

Colonel King, reportng on nationwide trip, finds economy in
high gear, with (he country enjoying a grand spree, but con-
cludes e all know it will end, but when?

All through the trip that I have
just completed and which took
me across 30 states, the thing most
evxdent was prosperity; never be-
fore has it
seemed so

wide-spread.
Everywhere
I found great
activity; fac-
tories work-
ing three
shifts, 'busi-
ness  booked
to capacity,
shortages of
critical mate-
rials, housing
‘and skilled
labor, and
peo..le spend-
ing money
wit1 reckless
abandon. The feverish activity
was most noticeable in the boom
centers where war orders are be-
ing filled and in the oil producing
states like Texas and Oklahoma,

Col, Herbert G. King

. but the acceleration was to be

seen and felt everywhere. In-
deed, prosperity has really come
to many people and they are en-
joying it. The question foremost
in the minds of everyone and the
one asked of me most often was,
“How long can it last?” Thought-
ful people seemed fearful that it
may end suddenly and cause a
let-down similar to 1929,

The farmers appeared to be very
prosperous  and - were' busy har-
vesting record crops and fattening
greats herds of cattle and hogs.

“Their farm. equipment and ma-

chirery was all of the latest and
improved designs and ‘they were
applying all of the scientific
knowledge they had acquired to
increase the production of their
farms. Through their earnest ef-
forts, they are producing the max-
imum at a minimum of cost and
time. This country’s great farms
are something to behold and one
soon understands how this nation

labor. Labor is enjoying a field-
day and confidently expects an-
other wave of wage increases this
fall.

Everythmg is rushing on full
tilt and it is.the general relief that
inflation will go {urther and that
we shall see higher prices. - Of
course a sudden ending of hostili-
ties in Korea or an internal upset
within Russia itself could cause a
turn-about-face ~and - throw  our
economy out of -gear. It is so
largely dependent upon war or-
ders as a.whole that the transition
to a peacetime economy would
mean a painful readjustment that
would be fatal to many marginal
producers. However, officials in
Washington seem confident that
the menace of communism will be
with us indefinitely and that our
war preparations will have to be
kept going for many years to
come,

Just how long it will continue
is anyone’s guess.” We all know it
will end sometime and probably
much sooner than anyone antici-
pates, but in the meantime, the
country is enjoying a grand spree.

Many people are indulging in lux-.

uries they never had before and
many of the conservative ones are
saving more than they ever saved
before.

On the political front, I found
that - everybody feels sure that
President Truman will run again
and that General Eisenhower will

be the Republican candidate. They -

all think that Taft deserves the
nomination but they do not think
that he could win. It is the gen-
eral belief that the magic of Eis-
enhower’s name can place him in
the White House. The next few
months are going to be most
eventful and have a great influ-
ence upon the {future of this
country and they »will' bear
watching.

Bosten Investm’t Glub

has been able to feed the entire -

world.

The heavy industries are also
enjoying a-great boom. War orders
have them booked to capacity for
many months to come. The manu-
facturing centers are buzzing and
war orders are no longer sought
because of the great demand for
products other than those essential
for national defense. What the
harassed executives now seek,
are raw materials and skilled

Binner Meeling

BOSTON, Mass.—The first din-
ner meeting of the season of the
Boston Investment Club will be
held on Sept. 26 at the Boston
Yacht Club at 5:30 p.m. The speak-
er will be Walter K. Gutman, sen-
ior analyst of Goodbody & Co.
His subject will be “Alice in Won-
derland” Economics, a talk on
special situations.
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The View Ahead in Chemlslry

made to replace natural fibers, or
substances such as rubber, can be
made specifically to have certain
dgfinite properties,
which do not occur inthe ‘natural

materials. This suggestion” sounds

to me rather like Aldous Huxley’s
“Brave New World.” I'm not sure
that I wouldn’t rather leave the
personality of my descendants to
nature than to have it controlled
by a State Personality Board.

Chemical Medicaments

Closely allied to biochemistry is
the study of chemical 'substances
as medicaments. The discovery of
the application of the sulfonamide
compounds to medicine about 15
years ago opened the eyes of the
world to the possibility of radical
changes in the field of medicine,
and when this was followed by
the introduction of penicillin and
then other antibiotics, the practice
of medicine was very ' greatly
modified. Certain surgical oper-
ations heretofore considered dan-
gerous or even impossible may be
performed successfully owing to
the recently discovered antibiotics.
Operations ‘on * the lungs and
heart, for instance, might have
involved a great risk of infection
or contraction of pneumonia. To-
day such operations are ' normal
risks since the surgeon can pro-
tect: his patient against many
bacteria by the new drugs, but
here we are only at the beginning
and research in the field is ad-
vancing at a very great rate.

Many other types of drugs are
being produced; antihistamines,
which relieve the sufferer from
allergies; hypnotics; sedatives and
anaesthetics. So much has, indeed,
been done to diminish the pain
as well as the danger of child-
birth and to ease the su‘fering of
incurable disease that the prod-
ucts of chemistry are literally with
us from the cradle to the grave,
We are already able to synthesize
the vitamins and hormones, so
that we can obtain such substances
as the estrogens and the cortical
steroids, Before long, we should
he able to make enzymes and to
produce inhibitors to control the
action of the enzymes, Before the
Society celebrates its centennial,
we should be able to understand
the nature of the viruses and to
control the virus diseases.

Our knowledge of the action of
drugs is largely empirical. In the
case of the sulfa drugs, it appears
likely that they act by competing
in reactions in the body with sub-
stances essential to the life and
growth of bacteria. Undoubtedly

before long the action of most"

drugs will be understood, and
their administration will be based
upon science rather than on tra-
dition and experience.

Other Fields of Chemistry

Among the many fields of work
in pure chemistry which can be
foreseen are discoveries to be
made in connection with metal-
lurgy, important advances in the
chemistry of layers, discoveries
which are certain to be made in
relation to the kinetics of reac-
tions, and the behavior of catal-
ysts.

There are three ways in which
chemicalreactions can be
achieved. In the traditional meth-
od, the starting materials are dis-
solved in a suitable solvent and
then - allowed to react, usually
with the aid of heat. The process
was admirably described by Ber-
zelius’ servant when she was
asked what her master did.: “He
puts a lot of stuff in a big flask
and he boils it Then he puts it in
a smaller flask’ and--he boils it.
Then he puts it in a tiny flask
and he boils it. And then I throw
it down the sink.”

Then there are the reactions in
the gas phase. In the place of re-

often those.

actors, stirrers, pumps, and a mass
of connecting pipes, the chemical
engineer erects a set of furnaces’
in which, at varying pressures and
usually. at "~ high temperatures,
chemicals are transformed - into
other substances' as if by magic.
And the whole operation is con-
trolled from a switchboard where
operators, usually girls, watch in-
dicators showing the behavior of
the equipment and the nature and
yield of the product. After I had
been through one of these plants,
with its row of operators watching
the switchboards, I remarked that
at last I knew what a chemical
engineer looked like: it was a lit-
tle girl in bobby socks. -

The third method of carrying
out reactions is the method of the
future. We know that the possi-
bility exists because it is that
which is used by. living beings,
plants and animals. When a chem-~
ist makes indigo, he starts by ox-
idizing naphthalene with fuming
sul"uric acid, and then he goes
through a most complicated se-
ries of reactions, crystallizations,
purificaticns, and finally produces
indigo. But when a plant makes
indigo, it doesn’t do any of these
things; it just makes indigo, The
plants make morphine and other
alkaloids, quinire, and rubber, the
coloring matter of flowers, vita-
mins. The plants make the ma-
terial they themselves use for
growing; they transform the car-
bon dioxide of the air together
with water into chemical sub-
stances of which we are only just
beginning to learn the nature
and then into sugars and starches
and the cellulose, of which they
are mostly composed. How rap-
idly plants grow and how com-
plex are the reactions that enable
them to grow! In the same way,
animals produce the chemicals
that they need in their bodies,
very complex chemicals. ACTH
and cortisone, whose preparation
in the laboratory is. a recent
triumph of synthetic chemlstry,
can be made by any ox or pig.
We don’t know how they do it,
but we shall find out. We shall
find out how the plants make
chemicals and how the animals
make chemicals. We can already
begm to guess how they do it. It
is almost certainly a matter of
catalysis. The classical processes
of organic chemistry don’t gen-,
erally use any catalysts at all.
Gas reactions require 'catalysts,
but the catalysts are apparently
only moderately effective, and the
reactions require high tempera-
tures and pressures. Living beings
use catalysts, which are so effec-
tive that the reactions go directly
at normal temperatures and pres-
sures. Before long we shall un-
derstand the nature of these ca-
talysts and be able to prepare
them, and then we shall be able
to make chemicals by the direct
methods employed in nature in-
stead of by the complicated ap-
paratus of the chemical engineer.

The Field of Applied Chemistry

Now I must turn to the field of
applied chemistry, and looking
around this glittering room, my
thoughts naturally turn to the
subject of clothes. The last 20
years have seen.the natural fibers
—cotton, linen, wool, and silk—
supplemented by new fibers pro-
duced synthetically by chemical
processes.. Today a host of still
newer , fibers are appearing, al-
most. all of them built up by
condensation and polymerization
from chemicals derived from the
hydrocarbons of petroleum and
natural gas. The substitution of
these new fibers for the natural
materials produced by agriculture
is likely to involve grave eco-

,nomic problg‘ms., Already we have
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. before us the example of the dis-

placement - of Japanese silk by
nylon. But in all probability 'we
are. facing-not”a’ surplus but a
shortage of fibers. .

As the standard of living im-
‘proves, the masses of Asia and
Africa are going to demand cloth-
ing, and as in housing, where
people- are no- longer willing to

endure . the conditions that they ..

have previously suffered, we shall
find it difficult to supply the new -
demand.. If the demand for:
clothes by the. poorer people - of,
the world. increases- very greatly,
we shall be faced with an actual
shortage of textile. fiber. There
will not be enough wool and cot-
ton to make tne clothes, I think:
that if I were t0 say this to many
of my technical chemical friends
in this audience, they would say:
“Let us make nylon.” But that
reminds me of the answer that
Marie Antoinette gave to the peo~
ple of ‘Paris when they shouted
ior bread and she said: “Why:
don’t they eat cake?” The fiber.
that we require for clothing the
masses of the world must not be -
primarily the best fiber nor the
one which we should prefer to
make. It must primarily be cheap,
very cheap. I have had a vision
of vast areas growing some tropi-
cal grass or reed giving a heavy
yield ‘of cellulose per acre with
little cost for cultivation and then
of the solution of the broken down
cellulose by some simplified proc-
ess akin to that used for making
viscose, so that the cellulose from
the grass could be converted into
fibers at an extremely low cost.

Chemistry and Food Supply

Perhaps the most serious prob-
lem for the chemists of the future
is that relating to the food supply
required for the ever-increasing
population” of the world,  Fifty-
five. years ago Sir William
Crookes warned the chemists of
Great Britain that the world was
in danger of starvation from' the
exhaustion of the nitrate deposits
of Chile, then almost the only
known source of nitrogen in an
available form., That danger was
averted by the synthesis of ni-
trates and ammonia from the air.
Since then the progress of tech-
nology in agriculture and the use
of machinery in cultivation have
greatly increased the production
per acre and have made available
vast new areas for the growing of
food.

A great factor in the restriction
of population has always been the
incidence of disease. When popu=
lations become crowded and the
supply of food begins to fall, epi-
demic diseases always occur cn a
vast scale. The application of
chemistry, bacteriology and hy-
giene to medicine, however, has
rapidly decreased the seriousness
of epidemics and is now limiting
the effect of the endemic dis-
eases, especially in the tropics.
The application of chemical in-
secticides -is particularly effective
in eliminating the scourge of
malaria. Before many years have
passed, the insect-borne diseases
will have largely disappeared. We
cannot fail to rejoice at the reduc~
tion in the amount of human

suffering and sorrow effected by
the progress in hygiene ‘and
medicine. But with the decrease
in early deaths from disease, the
population of the worl