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EDITORIAL

As We See It

For a long while past many economists have
been inclined to say that large outlays to help
“under-developed areas” would be essential
when rearmament outlays began to taper off or
even reach some sort of a plateau—essential, that
is, if we in this country were to escape depression
and unemployment on a.large scale. In recent
¢ months there has been a growing disposition on
the part of some of the Fair Deal elements to
worry about recession- and . unemployment, not
postdefense but even while huge rearmament
outlays were being poured into the economy, and
hence to preach a doctrine of supposed economic
necessity of large foreign aid now. Some of the
labor economists have of late joined in support

for some sort of ambitious scheme of abolishing

poverty the world over if we are to escape it
within our own borders.

‘This widely prevalent attitude of mind lends -

added. significance to certain indisputable- facts
about the experience of the past year or two in
many parts of the world. Geneva, Switzerland, is
still in some respects a world center of informa-
tion and sometimes of clear-headed analysis of
world economic affairs. Writing from that city
-recently, Michael L. Hoffman has this to say in
the New York “Times”:

“The latest report of the United Nations on the
world economy during 1950-51, which was writ-
ten in the economic climate of the first quarter
of 1952, shows about as well as anything can the
utter futility of the economic gyrations that fol-
lowed the outbreak of war in Korea. The steep
rise in raw material prices which made raw ma-
terial-producing countries feel temporarily rich

Continued on page 35

PUBLIC UTILITY ISSUE SOON — The “Chronicle” of June 12 will feature the proceed-
ings of the 20th Annual Convention of the Edison Electric Institute which will

DEALERS

’ ! b ’ | | o
I’m Bullish
By SIDNEY B. LURIE

~ Paine, Webber, Jackson & Curtis,
Members, New York Stock Exchange

Market analyst maintains external bearish factors have
already been discounted i recent market action, and
numerous constructive elements are being overlooked.
Asserts business trend is turning upward, stocks are
strongly held, and we have frozen-in inflation. Recom-
mends purchases specifying industries and issues.

I’m»bulli'sh,y This doesn’t mean that the time is at
hand to “bet the bankroll”;

the evidence favors.a- constructive
.— but selective — intermediate view
of the outlook. The speculative en-
“vironment is changing for the better
— which -~ spells “opportunity” - for
“those. who realize there’s no rule
that says the market must go straight
~up, or straight down. Let me tell
you why I believe it’s advisable to
have a more aggressive buying in-
terest from here out. -

The Background

No -question about it, the outward
evidence — at first glance—is more
enervating than exhilarating. The
downward trend of commodity prices
and ‘weakness in finished goods
prices encourages inventory liquidation—not. inventory
accumulation. And the decline in corporate profits tends
to make the businessman reexamine his expansion
plans—pull in his horns, so to speak. Furthermore, in-
ventories of consumer hard goods'are excessive— and
the public isn’t “spending minded.”

But, and it’s a big “but,” all this isn’t news to the stock
market! Today’s headlines are the result of trends which
were set in motion months ago. They are the reasons
why there has been a ceiling to the market as a whole
for the past six months.  And once an uncertainty be-
comes an established fact, it loses market significance.
From here out, therefore, the chief point to remember

Continued on page 28
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violent moves are .the.ex-:
ception—not the rule; And I don’t visualize an advance
of front page proportlons Rather, it seems to me that .

The Economic Situation—

Today and Tomorrow

By EDWIN G. NOURSE~*

Former Chairman,

President’s Council of Economic Advisers

Describing today’s economi: situation as “‘equilibrated,”
i. e. balanced by offsetting factors, Dr. Nourse finds
“stretch, out”’ of military peak goal from ’53 to ’55 has
turned tide by bringing the national economy in much
closer balance with: -its- domestic -productive capacity.
Forecasts, however, increasing tensions for 1953 and be-
yond, which betokens end of our' “artificial prosperity.”
Warns unless business and labor make mutual conces-

‘sions so that goods can be sold and jobs maintained there

is prospect of snowballmg into a general recession.

If I were to attempt the shortest descrlptlon of today s
economic situation, I would describe it as ‘“equilibrated.”
That is' to say, there is a pretty good balance between
conditions and forces that would
make for reckless business plunging,
runaway inflation, or the final “blow-
off” of a boom; or, on the other hand,
the collapse of ability to buy, general
impairment of business confidence,
snowballing unemployment, and con-
tagious recession. The government is
committed to a scale of expenditures
which will be large even after the
present salutory, but cautious, prun-
ing has been completed. Business is
still in an uncompleted building pro-
gram, and workers’ pay envelopes
are marked for further fattening
both from overtime work and from
‘higher pay rates. Thus the pipe lines
that carry the national spending
stream are full, and the pusher
pumps still working. It seems to me that the extent to
which the public’s propensity to save has been at a high
level furnishes sellers a challenge to pare prices and

Continued on page 36
* An address by Dr. Nourse before the 37th Annual International

Convention of the National Association of Purchasing Agents,
Atlantic City, N. J., May 26 1952,

Edwin G. Nourse
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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 regardeds as an offer to sell the securities discussed.)

JOHN J. D’ARCY

Assistant Treasurer,
F. L. Putnam & Co., Boston, Mass.

Suburban Propane Gas Corp. (common)

Due to the current unsettled
conditions confronting the stock
market, investment dealers
throughout the country are look-
ing for se-
curities that
are attractive
because of
their satisfac-
tory dividend
income cou-
pled with un-
usual growth
possibilities.
Suburban
Propane Gas
Corporation
common,
meeting these
requirements
is my choice
at this time.’

The com-
pany was formed in 1945 to ac-
quire the liquefied petroleum gas
business of Suburban Gas Co. and
the eastern distribution districts of
Phillips Petroleum Co. Under
able and aggressive management
the company has increased its cus-
tomers from 70,000 - in 1945 to
over 250,000 by 1952, both through
growth and acquisition of smaller
bottled gas companies within their
distribution districts, = Territory
served includes Atlantic Seaboard
States from Massachusetts to
South Carolina, Tennessee and
Ohio.

The principal business of the
company and subsidiaries is the
sale and distribution of liquefied
petroleum gases for household,
farm, commercial and industrial
purposes.

L-P Gas is used domestically for
cooking, space heating, refrigera-
tion and water heating. Indus-
trially, it is used for chicken
brooders, curing tobacco, de-
icing switches, metal cutting and
various other uses employing heat.

A new product added to their
services this past year, in a lim-
ited scope, was a liquefied gas
known as ‘Anhydrous Ammonia
which is used as a fertilizer to
replace nitrogen in the soil.- This
broadens the market for Subur-
ban’s products without much addi-
tional overhead, as the same farm
customers served L-P Gas can
now also be served Anhydrous
Ammonia simultaneously. The
company sells appliances and
equipment for use in connection
with the various gases.

The districts served are gener-
ally suburban and rural areas
adjacent to industrial or business
centers where it is uneconomical
to lay expensive pipe. Decen-
tralization of industry has been a

John J. D’Arcy

big factor in the company’s’ ;

growth. Distribution is effected
by delivery from - bulk storage
tanks by truck to permanent stor-
age tanks on consumers’ prem-
ises or by replacing portable cyl-
inders,

Capitalization at Dec. 31, 1951,
consisted of $15,107,000 long-term
debt, 100,000 shares 5.2% cumu-
lative convertible preferred, $50
par value, 843,853 shares common,
$1 par value, warrants to pur-
chase 45,658 shares common stock
at $9.50 per share prior to Nov.
27, 1955.

Net earnings before income tax
and . contingency has increased
from $924,308 in 1946 to $2,814,-
110 in 1951, The latter figure is
exclusive of Rulane Gas Co.,
which was acauired December,
1951, Earnings per average num-

ber of common shares outstanding
from 1946 to 1951 have been $1.02,
$1.30, $1.61, $2.21, $2.16 and $1.60.
Pro forma earnings of Suburban
for 1951 would have been in-
creased by about 30 cents per
share net if Rulane Gas Co. had
been owned the entire year.

The 1951 earnings were ad-
versely affected by increased
product costs and wages which
were not offset by customers’
rates established by Office of
Price Stabilization. This condi-
tion has changed the past week as
the OPS has authorized a price
increase of L-P Gas at both

{ wholesale and retail levels.

This increase plus increased
sales and more efficient operating

Bl methods should allow the com-
pany to record their greatest net
| earnirgs per share in 1952.

The fact that management has
always recognized the rights of
the stockholders to receive a lib-
eral distribution of earnings
should be interpreted as meaning
that a modest increase in divi-
dends is a real possibility in 1952
in view of the about favorable
trend in earnings. The present
annual dividend of $1 per share
yields about 5.9% on the current

-retail price of approximately $17

per share.

If you want a security of a firm
in an essential industry, with
aggressive management, new
produets, increases in gross rev-
enue, dividends and book value
each year since 1946 and with the
same outlook for vigorous growth
for the foreseeable future then
Suburban Propane Gas Corp.
common stock is a candidate for
your customer’s portfolio. The
stock is traded actually in the
over-the-counter market and, in
my opinion, is a suitable invest-
ment for conservative investors,
trustees, fire and casualty insur-
ance companies and investment
trusts,

EDMOND P. KOCHAT

President, Grady, Berwald & Co., Inc.,
New York City

National Fireproofing Co.

Now that our economic “plan-
ners” in Washington seem to be
somewhat frightened by growing
inventories, they are removing
credit restric-
tions and re-
pealing prac-
tically all
.controls on
new buildings.
In other
words, the
“green light”
is on for the
construction
industry.

According to
most experts,
potential . de-

Edmnn P. Rochat mand for

building ma-

; terials is at a
very high level. Low-priced
homes, public and commercial

buildings, municipal, water ‘and ‘

sewage structures and highway
are in short supply. It is esti-
mated for instance that school
needs are approximately 600,000
classrooms over the next seven
years. Religious and medical fa-
cilities are also urgently needed.
As the supply situation in regard
to materials has eased consider-
ably of late, numerous deferred
projects are being revived, Most
of the building issues are selling
well below their 1946 highs and
are considered rather attractive
“buys” around present prices.
Being associated with an “over-
the-counter” house, I shall not at-

The Commercial and Financial Chronicle . .
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This Week’s
Forum Participants and
Their Selections

Suburban Propane Gas Corpora-
tion—John J. D’Arcy, Assistant
Treasurer, F. L. Putnam & Co.,
Boston, Mass. (Page 2)

National Fireproofing Company—
Edmond P. Rochat, President,
Grady, Berwald & Co., Inc,
New York City., (Page 2)

tempt to analyze any of the “Blue
Chips” of the building industry
listed on the New York Stock Ex-
change, but will instead, confine
my remarks to a special situation
being currently neglected and.of-
fering, in my opinion, unusual
possibilities for capital apprecia-
tion. As this stock is not on a
dividend basis, this is written for
the benefit of those willing to
forego current income for en-
hancement potentials.

The common stock of National
Fireproofing Co. is, in my opin-
ion, an attractive speculation.
This company is the largest man-
ufacturer of structual clay tile in
the United States. Its line of
products which is diversified, in-
cludes hollow tile fireproofing,
plain and "ornamental building
tile, floor tile, roofing tile, bin
and silo tile, underground clay
conduit, face bricks, stove liners,
drain tile and sewer pipes. It owns
18 plants, located in 15 different
locations in seven states east of
the Mississippi River. These
plants have a total estimated ca-
pacity. of 1,170,000 tons of clay
products per year. The company
also owns over 6,000 acres of
plant and clay deposit sites. Re-
coverable clay is sufficient for
about 50 years of operation, to-
gether with an estimated supply
of approximately 2,500,000 tons of
coal.

The National Fireproofing Co.
came out of reorganization in 1936
with a funded debt of $800,00)
first mortgage due in 1946, $2,-
624,000 income debentures due
May 1, 1952 and-490.000 shares of
common stock. Net current assets
amounted to only about $800,000.
Ensuing years were difficult due
to the depression years of 1937-
1939 and -also the war years of
1940-1945 when new construction
was sharply restricted.

The first mortgage was retired
in 1946 and the 5% debentures,
due May 1, 1952 were paid on ma-
turity partly with company’s
funds and partly with the help of
a bank loan of $1,325,000. Net
current assets increased from
$880,000 on Dec. 31, 1936 to over
$1,770,000 on Dec. 31, 1951.

As indicated by the following
figures, the volume of sales has
increased substantially since the
end of the war: d

$8,620,643-

10,137,101

9,879,449

__________ 10,958,450
" 12,00%,177
i 15,148,963

Net earnings for -this period,
after depreciation, depletion and

_ taxes, were as follows:.

Year Total

$704,415

- 634,106
452,886 -
498,987
583,079
846,739

Total ©$3,720,212  $7.59
As no dividend was paid during
this period, these amounts were
either expended on plants and
equipment or used for the retire-
ment of debts.

Now that the company’s finan-~
cial outlook has been clarified,
the time is approaching when the
management will have. to give
consideration to the possibility of
some dividend on the common
stock.

Selling now at about $5 a
share or less than three times 1951
earnings, the common stock ap-
pears to be a good speculation in
a booming industry.

Per Share
$1.44
1.29
92
1.02
1.19
1.73

1952
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LETTERS TO THE EDITOR:

~ “Our Dwindling Sovereignty’’ -

Comments elicited by J. Reuben Clark’s article in which' the
former Undersecretary of State and Ambassador -to ‘Mexico
crticized our policy of alliances with European powers, includ:
ing membership in the United Nations, as main cause of dimin-.
ishing sovereignly, of the United States. Tracing American for-.
eign policy from «days of Washington and Jefferson, Mr.' Clark.
argued that departure from our eriginal policy of jsolationism.
was responsible for our involvement in European conflicts..

In. an article on the cover
page of the “Chronicle” of May 8,
captioned, “Our Dwindling
Sovereignty,” J. Reuben Clark,
Jr.,. former Undersecretary of
State and Ambassador to Mex-
ico, .and- presently Director. of
the ~Equitable Life Assurance
Society and of Western Pacific
-Railroad : Co., contended that
the policy’ of ron-entanglement
-in European affairs, initiated by
Washington and abided by dur-
ing the first century and a quar-
ter of our history, made possible
the great develonment of Amer-
4ea—politically, industrially and
-econcmically. - Conversely. he
asserted, we would never have
achieved our pre-eminent status

“under the  policies—domestic
‘and foreign—uwhich now domt-
nate us.”

Actually, said Mr. Clark, the
depa'rtu're from our former pol-
icy of isolationism and absten-
tion from_ entangling dalliances

‘caused our involvement in Eu-

ropean conflicts and is respon-
sible for our constantly dimin-
ishing sovereignty. As a result of
‘our membership in the-United
Nations, Mr. Clark averred, we
have lost the power to deter-
“mine our own course in world
‘affairs -and have impaired our
sovereignty in three great fun-
damental matters: “the right fo
-make treaties;
foreign affairs; and to declare
awar- (subject to our temporary

right-of self-defense), to choose" -

our- enemy, to direct and com-
‘mand our armies, and to make
such-terms of peace as we may

“desire, or be forced to uccept.” - -

Since the -appearance of Mr.
Clark’s article, the “Chronicle”
has received a number of com-
ments thereon and on the sub-
Jject matter in question. Some
‘of the communications.are gwen
‘herewith; others will appear in
subsequent issues.—Ed.

:  HERBERT BRUCKER -
" Editor, The Hartford Courant

. I have no. hesitation in expres-
sing my hearty disagreement with
what Mr. Clark said.

- This is of course a long story.
It all goes back to what premises
one accepts. It might be nice to
go back to the foreign policy of
the days of the founding fathers,

when -we could go it alone. To' ¢
me the evidence seems -compelling

that we have to accept the prem-
ise that, whether we like it or

not, we have to deal with and- :
work with other nations far more.
closely than in a simpler day. Our'

scientists, followed by our engin-

eers and businessmen, have made.

this .a“world in which what hap-
pens -elsewhere -does vitally and
directly aifect us, and yice versa.

to -manage’ our -

And I rather suspect that a ;ma-'

“jority of the: American people ac-
cept this as their premise, and so
+incline also to dlsagree w1th Mr
- Clark. .

- It is good, though to have a11
thlS talked about.

HON. WALLACE F. BENNETT ;

U. S. Senator from Utah

I am inclined to agree ,with,
President Clark’s conclusions
though I believe they are unpop-
ular at the present time. It is my
impression that in the months and
years ahead, particuwarty if there

i= A change in Administration, we.

will be ineclined to .nove toward!
President Clark’s point of view,
rather than away from it.

HON. EVERETT McKINLEY
. " DIRKSEN '

U. S. Senator from Illinois

- The article by Mr. -J. Reuben:

Clark, Jr. “Our Dwindling: Sov—
ereignty,” deserves re-reading.

 WILLIAM 'S, GRAY | . -

- Chairman of the Board, The Han-/

-over Bank, New York City

While much can be said in favor .
of Mr. Clark’s 'point of’view, ,I. iy

feel that the entire program is'

¢

perhaps too reactionary to make it

polmcally Ieasﬂole at thls time,

HON LAWKENCE H.

U. S. Congressman from
‘Wisconsin , -
I was greatly impressed thh J
Reuben Clark’s article and I shall,
use it in the coming campaign.

" R. 1. SMITH

President, Norfolk and Western -
Railway Company .

+ Mr. Clark’s long, distinguished
career, his connection with the
State Department, and his service
as an Ambas=ador make his op--
: portumtxes for
informing’

himself about’

.world politics

so excellent”

that it -would ’

SMITH -

seem pre--

sumptuous for

an unin-"_

formed person
like me to
‘make any’
comment’
- other than an-
ragreement
" with ‘what he’
says. But I do
someti imes
wonder about these things. = » =
Mr. Clark describes  himself as
a confirmed isolationist and takes-
as his gospel the words of Presi-
dent - Washington

* Continued on page 37
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Spiraling Helicop{ers

v

By IRA U. COBLEIGH
Author of “Expanding Your Income” )
Presenting a brief review of the forward motion of the “flying
eggbeaters” together with speculative comment on shares in
this wing of the aviation industry.

Back in the 16th century Leo-
nardo da Vinci, multiple genius,
sketched the first plans for a
helicopter, but it was not till 1907
that a French
scientist,
Louis Bre-~
quet, built
and flew a
rotary wing
aircraft. For
years after
that, helicop-
ters seemed
to be sort of
an aviation
freak waiting,-
as it were, in
the wings of
the industry,
while other
speedier pro-
peller driven planes, first fight-
ers and bombers, then commercial
transports, and finally jets
streaked across the horizon.
Meanwhile, too, the Zeppelins and
their nephews, the blimps, moved
into, and, in due course, out of
the limelight.
t'In the 1930’s, helicopters ap-
peared here and there, stunting at
country fairs, proving to gaping
crowds that they could:-hover mo-
tionless in space like  ‘weight-
lifting humming birds; -and land
on, or take off from, a flat roof-,

"Ira U. Cobleigh

‘top, or 50 square’feet of open,

terrain. Spectacular pictures < of
helicopter - rescues from wave-
lashed seas also fascinated motion
picture néwsreel audiences, and
hinted at a larger field of useful-
ness for the roto-craft of the fu-
tyune, =" A
Although inventors’ and inno-
vators evolved many new varia-
tions of ’copters, with a great
a-sortment of wing and power
mechanisms, their clumsy appear-
ance (the helicopters—not the in-
ventors), low flying speeds, small
load capacity, and high cost of
production, kept the industry in
a rather prolonged infancy.
" World War II, however, devel-
oped new uses  for helicopters.
Submarine spotting was right
down their alley, and a new di-
mension was added to sea rescue,
In early days of aircraft carriers,
destroyers were assigned to pick
up pilots of planes which fell in
the sea. Helicopters, tried out on
these rescue missions, proved far
:swifter, were better able to spot

‘personnel from a position aloft,"

‘were more efficient, and were not
‘handicapped by rolling in heavy
‘seas. And they cost a lot less to
'operate, So the Navy moved up
its priority on the roto-birds.

i - Then came Korea, and from ex-
,tensive military use there, the
helicopter has now emerged as a
‘vital adjunct to ground forces, for
‘observation,”~communication - and
‘fire control. Even more important,
however, is the new. rotary wing
transport function. For swift de-

livery of troops or supplies to any |
sector, even rugged, swampy or,

:roadless terrain, these air-trucks
seem destined to importantly. re-

FINANCIAL
ASSISTANT

Business man with various business
and personal financial responsibilities
requjres services of assistant for
bookkeeping, tax and general account-
ing. Ability to interpret corporate bal-
ance sheets and operating statements
desirable, Write Box F 515 stating
qualifications. Commercial & Finan-
cial Chronicle, 25 Park Place, New
York 7, N. Y.

place paratroop planes, since they
can fly just above tree tops and
thus remain undetected by enemy
fire posts. Further, they land
their forces in a unit, all ready for
action. Thousands of critically
wounded men in the Korean en-
gagement have been swiftly evac-
uated from remote sections, and

1 even from mountain peaks by

these flying ambulances, thus sav-
ing precious hours and hundreds
of lives.

Because of the vastly widened
utility of helicopters in warfare,
the Armed Forces have stepped
up their orders manyfold. Before
Korea the backlog of the heli-
copter industry was roughly $50
million; today it’s over $500 mil-
lion. 1951 production of some 350
units may be increased this year
to 1,400 units at a total sales price
of over $300 million. The heli-
copter is a baby no longer.

Probably the first completely
controlled and practical flying
helicopter was the Sikorsky, in-
troduced in early 1942. From this
model, Sikorsky became probably
the largest producer of helicop-
ters in World War II. Now in-
cluded as a division of United
Aircraft Corp., with a big new
plant - in Bridgeport, Conn., Si-
korsky ‘seems -likely to remain
among the so-called big three in
rotary-wing jobs.” The 10 man
S-55, Sikorsky built, was widely
acclaimed by Marine ‘officers in
late 1951, for battalion transpor-
tation" in Korea; and with slight
modification; is being heavily or-

dered for Navy, Army and Marine

services.

For the stock minded, United
Aircraft common, with a backlog
(all types of ‘aircraft, including
helicopters) of roughly $1,300 mil-
lion,  is past the development
stage, Issue consists of 3,186,193
shares (after 20% stock dividend
in May 1951) with a 1951 year-
end book value of $33; and per
share earnings of roughly $2.90.
For income purposes, the $2 divi-
dend last year is of interest, and
its continuance seems a reason-
ably certain 1952 projection, based
on current results.- At around 30,
UR yielding well over 6% offers
a not unworthy entry into heli-
copters, as a subdivision of inte-
grated - aircraft production.

Bell . Aircraft’'s new helicopter

plant at Fort Worth, Texas, con-
firms the importance of this avia-
tion type, Bell offers the HTL 4,
a “three place trainer for Navy
and Army; its YH 12 ten place
rescue and liaison unit for the
Air Force; and its H-61, a sixteen
place Navy requisition. for anti-
sub work.
. Although , Bell lost money in
1946, 1947 and 1948, it was able
to pay $1 per year dividends (on
old stock) out of  wartime -net
revenues, Now extant
amount of 876,178 .shares, Bell
common (split 2-for-1" this year
‘and adjusted for same) has ranged
from 4 to 18 since 1942. At 15,
and with a iotal backlog of $370
million, Bell offers diversification,
dividends and important repre-
sentation in the future of heli-
copters.

Third of the big three, is Pia-
secki Helicopter Corp. Here any
investment, present or prospec-
tive, is not splashed about among
a diversity of aircraft types —
Piasecki is all helicopter. Offering
first its PV-2, a single tail rotor,
back in 1943, it developed (in
March 1945) its PV-3, the first

tandem rotor unit, with cargo

in the-

weight slung between main ro-
tors, forward and aft. This was
an important departure from the
single dangle, or cargo hook type
of suspension, and has set the
stage for great increase in cargo
capacity.

At the. moment Piasecki is
demonstrating a new roto-job, be-
lieved to be the biggest yet, the
YH-21. This can haul 20 troops
and has been ordered in quantity
by the military. While production
of this class, as well as in smaller
units is under way, Piasecki hopes
for important orders, at least by
1953, for its quite hush-hush
H-16 reportedly capable‘ of 40
passenger transport. : |

Piasecki,.in point of growth; has
really traveled, zooming from
1950 . production of $6,500,000
worth of ’copters to 1952 booked
orders . of ‘around $60 million.
Piasecki is essentially an assem-
bly wunit, picking up fuselages
from Twin Coach and Goodyear
Tire, transmissions from Ford In-
strument = (Sperry) and Foote
Brothers, blades from Parsons Co.
(Traverse, Mich.), hubs and :rotor
controls from American Machine
and Foundry. Its own headquar-
ters plant is at Merton, Pa.

Unlike Bell and. United, Pia-

secki is not a dividend payer and .

buyers here have to gaze on long
range hopes and dreams and the
fact that their speculation in this
company is geared 100% to heli-.
copters. - Stock  is ‘outstanding in
amount of 332,438 shares, and for
leverage purposes follows an in-
debtedness of $18,400,000. Orders

‘backlog of $150 million assures

volume production for.well over
two years .to come and suggests
that this is a live one if the in-.
dustry lives up to its - billing.
Stock today at 14 does not put a
prohibitive price on your rotary
romance. ‘

Down the line from these three
are quite a few’ others, offering
a new technical approach or a
different power application, Kel-
lett pioneered, in 1944, twin in-
termeshing rotors; Hiller in 1944
offered a coaxial rigid motor; and
today produces a lightweight 3
place job. Also has an order back-
log of $16 million. Stock sells
around $6.

Kaman, a little larger, has been
working with the Navy on g gas
turbine version, after successful
production of ambulance-type
craft, Stock an. obvious specula-
tion at the 434 level.

Others going in rotary produc-
tion circles would include, Mc-
Donnell Aircraft, Doman Helicop-
ter (now working with Curtiss-
‘Wright), Hughes Aircraft, McCul-
logh Motors, and Cessna Aircraft.
There were some 40 companies
in this field in 1947 and these are
-among the survivors.

You’ll note most of the stress
here has been on military output.
That has been merely to coincide
with. the facts. Visions of impres-
sive civilian uses for the future,
however, are not without sub-
stance. There is now helicopter
mail air service in Los Angeles
and Chicago; and a contract has
been let for ’copter passenger.and
mail service. in New. York. Last

- week, -strike bound : scientists at

Lederle Laboratories, Pearl River,
N.. Y., were nourished on food
brought in by helicopter. .Con-

sider, also, what would happen if
helicopter speed were increased
from 100 to 200 MPH, and pas-
senger capacity from 20 to 60 (jet
rotary power is already being
tested). Think too, about possible
removal of airports away from
congested urban areas, such as
LaGuardia, and Elizabeth, N. J.;
and the use of “flying taxis” from
landing fields to mid-city roof
tops. }

Well, hasn’t it been nice to talk
about some other kind of spiral
besides an inflationary one?
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Properly Insurance
Companies’ Prospects

By FRED H. MERRILLx*
Vice-President, Fireman’s Fund Insurance Company

After describing economic importance and the ever widening
field of property insurance, Mr. Merrill presents among factors

for continued expansion: (1)

rising prices; (2) heavy new

capital and other property construction; and (3) growth in

amount of “insurable values.”

Points out development of new

fmd improved forms of insurance coverage, but concludes
industry must do tremendous job to teach and convince public
of full merits of insurance.

'In approaching my subject “The

desirable to orient ourselves as to

the magnitude of the industry we:

are talking
about. From a
leading statis-
tical source
which reports
on property
insurance af-
fairs, I have
taken a few
figures which
summarize
this point, My
reference is to
all classes of
property in- -
surance. un-
derwriters,
whether they y
be capital stock companies, mu-
tuals, reciprocals, ‘inter-insurance
exchanges, ete, .In other words we
are -talking about the aggregates
for all companies engaged in this
very essential industry, :
At the end of 1950 the total ad-
mitted assets of the property in-
surance companies exceeded $13
billion, of which about 82% or
$10,700 million represented the

tred H. Merrint

admitted assets of the capital stock

segment of the industry. In terms
of sales, or annual volume of pre-
miums written, the figure for 1950
was in excess of $6,800 million, of
which about 77% or $5,200 million
were premiums written by the
capital stock companies.

While property insurance is by
no means as important to the in-
vestment fraternity as the life in-
surance business, it nevertheless
occupies an important position in
relation to the securities business.
For example, at the end of 1950
these companies owned some $5,200
million of U. S. Government obli-
gations, more than $2 billion of
other types of bonds, including
states, .municipals and corpora-
tions, and their stock holdings had
a market value in excess of $3,400
million, These securities produce
for "these 'companies more than
$300 million of-annual net invest-
ment income, something over half
of which is paid out to the share-
holders of the capital stock com-
panies and the balance is rein-
vested to provide a growing equity
for shareholders.

Not only are ‘these companies

important to the investment fra-:

ternity but their contribution- to
our overall economy is indicated

by a few figures taken from the.

composite expense exhibit. Of the

*An address by Mr. Merrill before the
Fifth Annual Convention of the National

Federation of Financial Analysts: Socie-

-ties, San-Francisco, Cal., May 6, 1952,

JAMES M.

67 WALL STREET
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-\
A Producing, Refining and Distributing Compdng '
Sioux OiL Co.

COMMON STOCK

Inquiries Invited

TOOLAN & CO.

/ - $6,800 million of premiums written
Outlook for ‘Fire’,” I think it is i

in 1950, over $3 billion was paid
out for losses or for the indemnity
that is provided by the insurance
contract. This indemnity is, as you
all know, an essential ingredient in

“the pattern of economic progress.

Without it corporations and indi=

- viduals could not borrow money,

goods could not be transported
and the risks of investors would
be immeasurably increased.

The next largest element of ex=
penditure by the property insur—
ance industry is the payment of
some $1,300 million of commissions

.to agents and brokers, of whom
‘there are thousands scattered in
_every community, throughout the

country. The local insurance agent-
is always an important man in his
community, He typifies the Amer=-
ican system of free enterprise and
injtiative. P

More than $480 million is paid
by this industry in salaries and
wages.” More than $21 million is
paid in pensions to retired em-
ployees. Insurance people travel a
great deal and ‘their expense ac-—
counts for traveling in 1950 re-
corded - $58 million of expendi-
tures, from which transportation
companies, hotels and others bene=
fit. They spent $47 million for
rent, office equipment purchases
totaled more than $22 million,
printing and stationery amounted
to $37 million and postage and
express charges were more than
$24 million, and finally they paid
over $180 million in Federal and
State taxes.

Widening Field of Property
Insurance

Forty or fifty years ago the
property insurance field was lim-
ited largely to fire insurance and
some marine classifications. In-
dicative of the effect that techno-
logical progress has upon the in-
dustry is the fact that the largest
single category of property insur-
ance now written is directly trace=
able to the automobile, Premiums
written in connection with motor
vehicles now total more than $2,600
million - annually, of which about
$1,200 million are for the physical’
damage coverages which have al=.
ways been referred to as the fire
lines and which were written in
the fire insurance companies.. The:
public liability and property dam=:
age classes or the so-called third-
party coverages now total about
$1,400 million of premiums. These:
are the so-called indemnity-com=
pany - coverages and were written
as a companion policy in order to:
provide full coverage. S Py

The next most important classes

Continued on page 14
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and Industry

\

Steel Production
Electric Output
Carloadings*
Retail Trade

Commodity Price Index

Food Price Index
Auto Production -
Business Failures

N

Total industrial output the past week continued ' to. show
recovery from the strike-bound level of a few weeks ago. How-
ever, it failed to equal the level of the comparable 1951 period.

- Claims for unemployment insurance benefits in the latest week

© - dropped 4% to the lowest point this year, but were close to-14%

- - higher than a year ago. The oil industry continued to be ham- _.
pered by the wage dispute and output suffered as a consequence.

Steel ingot production rose to 102.7% ef capacity (revised),
closely approximating the level prior to the recent shutdown. The
current week output is scheduled at 102.3%

ingots and steel for castings.

In these days of “shortage” and threat of strike, steel con- .
sumers are acting strangely—almost as if they weren’t worried at -
all; states “The Iron ‘Age,” national metalworking weekly, the |
current week. By and large, they aren’t pressing for quick deliv- .

ery. They aren’t frantically irying to place big orders.

aren’t buying premium-priced-material.
conversion deals.
offers, this trade journal observes.

On the other hand, they are becoming particular over quality.
They are carefully specifying and insisting on particular. sizes
They are buying closer to home—to save
freight. - And most’ will admit that their inventories are fair-to- .
good. . In time of real shortage they wouldn’t admit this—even if -

and grades they want.

true, the-magazine reports.

' Despite the ir)ﬂuehce of g_ox}e’rnment controls, all this has to '
mean steel producers are gaining on their'-market. They know: it;

, or 2,124,000 tons of

They
They.aren’t making big
They aren’t even listening to gray market

i
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~ Incentive and Soviet Progress

By A. WILFRED MAY -

This is the seventh in a series of articles by Mr. May fdl-'
* . lowing his attendance at International Economic Confer-
ence:in: Moscow, which he. covered as-a correspondent.

The industrial progress achieved
by Soviet Russia already and the
distance which she still has to
cover,. highlighted here at last

- © week -end’s
* Conference on

Soviet Eco-

nomic Growth

held at' Co-
lumbia°  Uni-
versity’s

Arden House,

raise the

question of
the Police

State’s = com-

promising
“with the free

market, :

* Any visitor

10" the Soviet

Union must be

struck by its
embracing - of attributes. of the
capitalist economy. This is seen
in - the . fundamental element of
incentive. - For individual worker
output, it -is evident that some
.“motive other than.mere duty to
his State or regard for the need of
others - is . necessary. - In many
.-work places, including factories

A.Wilfred May

too, and'most are-looking for a-definitely: competitive market.in-./and: building - projects, - this ob-

the fourth quarter—perhaps in the third.” However; they expect a
few products such as larger sizes of bars.and. plates to remain in

b _strong demand.

They admit that they are stepping up- their. selling effort .and
» It all points to.an easier
could -change it ‘quickly; declares this trade -

watching . their : competitors’ prices.
market, but a strike
. authority, !

- There’s no doubt’that mills are fearful of another strike.and
some have cautioned their scrap:suppliers not to make long-term

commitments..” . !

. This week finds the steel industry at the crossroads—waitin'g
- for a Supreme Court decision that is. expected to point the direc-
tion it will take.. All market factors are awaiting this crucial

decision, states “The Iron Age.”

There is still no hint as to when the decision will come. The
Supreme Court met on Monday with no mention of the steel
seizure case. It is scheduled to meet again next Monday (June 2)
and then recess for the summer. Customarily, the Court announces
its decisions on Mondays, but it can (and has done s0) anytime,

concludes this trade journal,

- server - noted  tablets, commemo-
. rating selected - workers - perform-
ing éxceptionally’ well. -In answer
' t0 my.inquiry whether that-suf-
ficed, I was-invariably informed
that whereas previously such
- honorable - mention ‘ acclaim’ had
: sufficed, .now -t is- necessary ‘to.
.include-“the old ‘do-re-mi” of dol~
lar-and-cents along with the ap-~
probation. !

The fact that. the -Russian

..problem is- one .of production, in
contrast. to .ours- which is-one of
distribution, makes this problem
of worker -output-incentive par-
ticularly important there.

There are many wage incentives
throughout industry, bonuses
being = directly tied to output.
Most of industry is on piece-work,
helping the so-called unions to

ing. conformation to free enter-
prise’s corporate system. Despite
the pervasive police state control
over business as well as every-
thing else, accountability for sol-
vency and success is present and
growing. There is bank borrow-
ing at “the- going” interest rate,
which entails the strict obligation
of repayment. Government sub-
sidies to business, as such, have
been-nonexistent. Trade operates
under the law of contract, with
full legal protection.

Savings Bonds Distribution via
Lottery

Also in the distribution of the
government’s savings bonds to the
public are capitalist incentive de-
vices being employed. In lieu of
compulsory savings, the lottery is
used on all such bonds. Only the

-interest and priority of redemp-

tion are subject to lottery. The
interest, 4% 'in.the case of one
issue and 3% .in the case of an-
other, -accrues: to -the.lottery pool-
for --the: benefit - of  the winners: -
The principal remains. “inviolate”;

and’ thus.the ‘bonds-are held by
insurance -

the - banks' and state
companies.. 2 @

The degree.of social compulsion
on bond buyers is not easily dis= "

cernible; ‘but -there- is no doubt
that it is quite.strong, particularly
on those workers  who are on the
equivalent of the U. S. Treasury’s
payroll savings plan. In any event,
it is agreed that there is no legal
compulsion. B
Some. Slight Frecedom. in
Agriculture

In collective farming, the
authorities have found it expe-
dient to give the. individual mem-
bers of the Kolhoz the incentive of
an extra one-half or full hectare of
property each for its develop~
ment for their private gain, the
disposition of the produce being
done on the extensive free. mar-
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“

through the government-controlled
shops at government-fixed prices. -
But, to fulfill the incentive in-
stinct, the balance along with the
aforementioned private increment,
can be sold on the Free Market,
where prices change. during the
day, and wide bargaining can and
1s engaged in. In the free market-
place, both government-controlled
shops and the free stalls co-exist
side by side.

. The visitor to the Soviet Union
is constantly struck with instances
of class distinction and privilege.
This extends from the difference
in waiting rooms at the Moscow
airport, in the railroad waiting
rooms, in the first- and third-class
‘accommodations on the trains, in
living quarters, in restaurants, ete,,
ete., ete.

In the Soviet Union today, in-
deed—all men are equal; but some
are far more equal than others.

Mooney Gounsel for
- N. Y. Gurh Exchange

Edward T. McCormick, New
York Curb Exchange President,
announced today that Michael E.
Mooney, member of the Massa-

chusetts and

New York

bar, has been

§ appointed

general . coun-
sel for the
. Trinity Place

Exchange by

the-Curb’s

Board. of Gov-

ernors. Mr.

Mooney. has

acted as as-

sistant . to the

President
. 'since coming

to the institu-

: A tion in Au-
gust, 1951, . !

;Prior to joining the. Exchange
he had been Director of the Divi-
sion of Opinion Writing -at the
Securities and Exchange Commis-
sion in Washington, D. C.

Michael E, Mooney

de With Inv. Service

(Special to THE FINANCIAL CHRONICLE)

DENVER, Colo.—Robert L. Fal-

function as speed-up mechanisms.
Thus, the Soviet productive
process is effective rather than
efficient. There are great differ-
ences permitted in earnings be-
tween and within occupations.
Engineers of various kinds, whose
numbers it is evidently deemed
strongly desirable to' increase,. I
found were relatively well-paid;
some women in this profession
getting a monthly return of 8,000
..rubles ($2,000 at the officially-
- established fictitious rate of ex-
change, and about $320 in local

lander and John L. Talbott have
joined the staff of Investment Ser-
vice Corporation, 444 Sherman
Street.

ket. The government assesses
rent on the collective in the form
of a levy on its produce, which
thereupon gets to the consumer

In the automotive industry last week, a “flare-up of labor
troubles,” according to “Ward’s Automotive Reports,” caused auto
output to slip about 2%.

While the independent car producers showed gains, two of the
big  three auto makers—Chrysler Corp. and Ford Motor Co.’s
Lincoln-Mercury Division—suffered setbacks. “Ward’s” said a
strike at Chrysler’s DeSoto engine plant, labor troubles at Briggs
Manufacturing Co. (Plymouth body supplier) and an adjustment
to NPA quotas at Dodge resulted in a 2,600-unit loss,

Labor disputes at the Metuchen, N, J., factory “hit Mercury
for the second straight week.” )

Overall auto production would haye. fallen, more -the past
week had the independents.not shown improvements.. Nash con-
tinued overtime ‘production and Kaiser-Frazer returned-to “normal - _ purchasing . power): : The free—

. -operations” following a wildcat walkout two weeks ago. Willys, | Jance economic writer, ‘also ‘rela-

. -which- had-lower production in the preceding week. as it worked. - tively ‘highly - regarded, I ‘found |

»~new Jeep -models into -programs, showed an upturn’ last.week in receives* 200 rubles per page. :
truck assembly. . - Eoiy Las vt ; . - R T I P

RN T

5 ; il U 5 : i i ! - -We’re/in'a position to knew with our new-
¢~ o -Labor disturbances, said “Ward'’s,” have caused the industry . ‘vNonv-S‘oclalizn’lg-.’I‘a.{(a.tionl el \
-~t0-1ose-more than 4,000 «cars and trucks-during May., "~ "~ 717 In the sphere gf t?xatlond'a-lsm ;
oy This-agency_asp reported that many producers noted.that . 18 e Sovet uthorticscyioenc:

their new: car-sales-in the first 10. days of May. weré higher thap..... Yanos Cf ihcentivé. The individual
' both the first and third 10-day periods of April, “reflecting in- tiicome 15 35 iiﬁpose i 6t a. far
i creased buyer interest following the demise of credit restrictions Tower” income tevel than in the
‘. on May 7.7 It adgied that several volume producers failed to show United States, and progresses
new car sales- gains, but this was due more to their inability to 0 ; P

i i i £ it much more slowly than here, the
. ggggn?lp field stocks under output restrictions than to lessened $op: stivtax Heing 199, Combaped

with the U S, f:he Russian tax
Steel Output Scheduled to Show Mild Increase is re-gressive, since there is a
This Week

complete cut-off on progression
with the 13% impost on income
There are new signs that the day of enough steel for all is not of 1,000 rubles or more per month.
far away. (The tax imposts on industry
Balance between supply and demand has been improving for are too complex for analysis, be-
several months, but some products, notably large-size carbon bars ing flexible and “played by ear’
and h(_eavy plates, are still hard to get, says “Steel,” the weekly by the administrative authorities,
magazine of metalworking. Now there’s a clue that the pressure and are not made available for
for bgrs may ease up. - public consumption. Likewise
For some time the increasing stringency in hot-rolled carbon there is a transactions tax and a
and quality bars has been attributed to a great extent to mount- consumer’s sales tax which is
Ing requirements of the military shell and fuse programs. There levied on the seller and completely
is growing indication ‘that shell makers are receiving directed  gisguised to the buyer.)
shipments of bars much in excess of use and that inventories are '
expanding to total six months or more. Some steel distributors

Although the business enter-
Continued on page 33
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Industry’s Stake

By DR. C.‘J. MACKENZIE*. 4 p
President, Atomic Energy of Canada, Ltd.

Atomic Eher_gy‘

President, The Atomic Energy Control Board, Ottawa

Canadian. head of atomic energy research’reviews progress of
civilian applications of atomic energy and what Canadians are
doing in this field in Canada. Says prospects for industrial
- uses of atomic. energy -are bright, though-hampered by greater
stress laid on miltary applications, Holds use of atomic

energy is field pre-eminently suited to the ingenious, competi-

tive strength of private industry, but acknowledges future

trend is “highly speculative.”

I have been asked to tell you
- bow some of us in Canada who
. have experience.in the field of
atomic energy are speculating in
1952 about the
overall pros-
pects for in-
dustrial appli-
' cations of this
new source of
energy. Of
necesgity I of-
fer only. my
- own specula-
- tions' as the
~future still
seems far too
obscure for
any firm
prophecy
about final
' ; industrial ap-
. lications. We feel we are still in
the prospecting and exploration
stage.

Though Canadian atomic energy
experiences and contributions are

- not of the same order or magni-
" tude as those of the United States,
" ‘we are not unacquainted with the
' ‘deneral aspects of the subject.
Cuznada, as you know, is one of
the few countries having impor-

* iant deposits of -uranium, the ‘es-
" sential ‘ primary atomic energy
tnaterial. Canadian association

" with atomie research, moreover,
" Degan 50 years ago at McGill Uni-
* versity with the fundamental in-
vestigations of ‘Rutherford - and
Boddy* which led to ‘the develop-
ment of the theory of radioac-
tive decay.. Canada shared with
#he United States and the United

_ Kingdom in the wartime develop-
snent of atomic energy for mili-
.. vary purposes and in 1945 brought
‘nto operation the first nuclear
" zeactor or atomic pile to be con-
structed outside of the United

. istates. This was only a very low
* Jower reactor but shortly after-
.| ‘wards we brought into operation
¢ a second and much larger reactor
+ of unique and outstanding design
¢ o which many of your experts:
¢ have referred in most compli-

‘ C. J ackenzie

%A talk by Dr. Mackenzie before the
. ©6th Annual Meeting of the National In-
«ustrial Confereence Board, New York
City, May 14,.1952. i 3

mentary terms. Certainly this re-
actor has enabled us to carry out
research and to produce radioiso-
topes of a kind not possible in
previously designed piles. At the
present time we-are - engaged in
constructing a third and still
larger reactor which we hope will
provide unique facilities for -fur-
ther large scale research and de-
velopment programs. I think I
can say, therefore, in all modesty
that we have considerable expeti-
ence in atomic energy operations
and while we lack the extensive
knowledge that.your country must
have accumulated in its vast bomb
programs, that disadvantage as
far as industrial thinking .is con-
cerned may be at least: partially
offset by the circumstances which
since 1945 have ' confined and
focused our activities and thouglits
on research and non-military ap-
plications. ’ '

Industrial Uses Bright

To the question, what are the
prospects- for- the industrial uses
of atomic energy, my answer is:
I believe them to be very bright
indeed but I don’t think anyone.
can read the future in any de-
tailed way. I think we are already
in the early stages of a new and
great technological development.
I believe we can see certain broad’
trends but what the . final exact
forms will be, and -where the
major applications will take us,
no one can yet predict,” but. there
is nothing new about that—Watt
thought his steam engine -would
be useful for pumping water out
of coal mines—the French claim
that the " first steam  locomotive
was built by an engineer of Lor-
raine for dragging cannon.to the
battlefield without horses—when.
Seldon in 1895 patented the prin-
ciple of using “an explosive engine
in a road vehicle,” even although
the gas engine had beén a reality
for 25 years, few envisaged the
amazing growth .of the internal
combustion engine, the motor
vehicle, the aeroplane, and all
those fundamental applications
which have so profoundly influ-
enced the ‘soeial and economic life
of the world, and brought employ-
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ment and comfort to millions of
people. When. X-rays were in-
vented no one throught of their use
in curing cancer, nor could.any-
one have predicted they would
reveal . the electron and give us
eventually radio and -a - host of

electronic devices. It has always-
been that way  with all funda--
mental discoveries, and-certainly

most scientists will agree with
President Arthur Compton -that
“the most important consequences
of the: release of atomic energy
will . be .in directions .not: as yet
predicted.” Because we cannot see
the end results clearly is no cause

- for doubting the future, The only

pertinent question is whether or

- not discovery of fission in Ger-

many, which was announeed in
January, 1939, was an important
and fundamental discovery. I
agree most wholeheartedly with
those who think it was, and I be-
lieve most knowledgeable people
so consider it, but it is only nat-
ural that different people even of
the same background and experi~
ence . will differ widely in their

opinion as to the scope and range .

of future developments.

To prepare ourselves for a look
into the future Isuggest we glange
for 4 few moments at what has
really happened since 1938. Mdst
people, I feel sure, knew' little
about -atomic energy ‘before the
first bomb. exploded ‘over Hir‘p—
-shima. Many still believe that this
great scientific achievement was
conceived ‘almost -overnight and
was the result of only a few- hectic
years of work in the middle of a
great war. It is true that nothing
like the-technical endeavor with
its amazing seientific applications,
engineering developments, design,
and mass industrial production of
most intricate equipment - ever
took place' in such a short period
of time, but it is also .true that
like the marvelous electrical de-
velopment our generation has seen
in such things as power, lighting,

communications and radio, there -

were decades of continuous  re-
search steps behind the. final
products. -

The Commercial and Financial Chronicle . .

mass which had been destroyed -

multiplied by the square of the
vetocity of light. This 1 suggest
was and still is a fundamental dis-
covery ‘of the first order of im-
portance. ! .

Some of you may _recall the
many articles that appeared at
that time in the public press dur-
ing 1939 and 1940. I remember
that cne scienti’ic journalist writ-
ing in one of your well-known
national magazines with great en-
thusiasm, pictured the world “en-
tering a period of unparalled rich=
ness and opportunity for all”” He
suggested that “the availability of
such cheap and abundant power
will remove the economic stresses
that have immemorially caused
war” and make “war itself obso-
lete.” Thirigs don’t seem to have
worked out exactly that way. The
power is there all right but at the
moment it is not cheao and I am

afraid- that even in. 1952 the- fear

of war is not obsolete. However,
perhaps it is only the time scale
that needs modification.

It is interesting to note.that in
1939 in the first outburst of en-
thusiasm there .was little if any
thought or mention of bombs, and
if war had not broken out.almost
immediately thereafter the story
of the development of atomic

energy might have been quite dif- .

ferent, But war did break out, the'
curtain "of secrecy ‘dropped, the
publication of scientific and pop-

‘ular-papetrs which had occured in

considerable volume “all over the
world stopped, and little: more was
heard publicly  about atomic
energy until the first bomb was
dropped in Japan.

- It is well known now-: that in'the -

first flush of excitement in 1939
hopes ran too high and that diffi-
culties unforeseen ‘at that time
have taken some of the glitter off
such flights’ of rhetoric as imme=
diate “unparalleled riches and op-
portunities for all.”

We know that in -natural
uranium there is only one. atom
in every 140 that is naturally fis-
sile (the so-called U-235 isotope)

' and, that in fission not all but only

"Progress of Atomic Science

It was well over 50 years ago
that Beequerel in France first dis-
covered: the radioactive properties
of uranium, radium and thorium,
and ever since that time a3 suc-
cession of great scientists in most
of the countries in the world have
been busy trying to unravel the
secret of the atom. The discovery
of fission in 1939 by ‘two German
scientists — which ' made a bomb
possible—was the keystone of .a
scientific arch . that had been
building for half a century. To
informed scientists the discovery
of fission was a tremendously ex-
citing discovery. For' years the-
orists had talked about the enor-
mous amount of energy that was
locked up in the nucleus of the
atom-—this all seemed quite. un-
real to laymen, and even to ex-
perts the release of this limitless
and.new source of energy.in any-
thing like practical quantities
seemed most unlikely. Einstein’s
theory had proposed that  mass
and energy were interchangeable,
that energy was created by the
destruction of mass according to
the formula E=M x V2 and there-
fore if one pound of any material

could be completely converted to-

energy there would be created the
heat or energy equivalent to that
obtained by burning a million
tons of coal. This also seemed
most unreal to laymen in 1938 as
no one before that date had been
able to turn matter in any meas-
urable quantities into energy—
and then—Hahn and Strassman
discovered what they called fis-
sion. They found that a particular
type of uranium atom—Uraniium
235—if hit by a neutron would
break into two major parts, that
the two. parts weighed less than
the original whole and a rela-
tively large quantity of energy
was released, which, according to
Einstein’s equation, equalled ‘the

a small fraction of the mass of the
original atom is turned into energy
but the fact does remain that to-
day in several ways we can and
are obtaining in quantity fissible
materials from which we can get
astorishingly large -quantities of
energy. R :
I suggest to you. we should
never lose sight of the truth that
the fact of fundamental impor-
tance about atomic energy in 1952
is that we can produce in practi-
cal quantities fissionable mate-
rials every pound of which will
give off the energy or heat equiv-
alent of over 1,000 tons of coal.
And I say when you can hold in
the palm of your hand 1,000 tons
of coal that is something. funda-
mentally new and potentially of
great significance, .
What we do with the fissionable
material after we produce it is
another story. For military pur-
poses there is one direct objective
—to. make ag much -of this re-
markable material as fast as pos-
sible and put. it into bombs at the
same -rate. But, if and. when per-
manent peace comes, the ultimate
use of fissile material will be in
the field of peacetime industry.
" It is .well known today that
there are ‘iwo principal fissile
materials obtained in different
ways. - There is the original fissile
uranium isotope U-235 which can
be separated directly “from the
much more abundant U-238 atoms
in: natural uranium by diffusion
plants — speaking very unscien-

tifically the 0.7% of U-235 is sepn-

arated from the non-fissile 99.3%
of U-238 by physical methods—
as sand is screened from gravel.. -
. In reactors on the other hand

natural uranium. is processed in a -

kind of industrial furnace. Still

speaking-in general terms, the fis-'

sile U-235 isotope breaks up
ard in the process for every atom
of U-235 destroyed one of the

. Thursday, May 29, 1952

non-fissile and abundant U-238

atoms is converted into an en-

tirely different atom called plu-

tonium. -This plutonium.is itself

fissionable and can be separated

i'rorp the rest of tne material by

orainary chemical methods. Both

of these-processes for obtaining- -
fissile material -have ‘advantages -

and disadvantages”and, of course, °
their  enthusiastic advocates, I
think it is too early to say what

the picture will look like in 25

years. My. guess is that -as was

the case with direct and alternat-

ing current in the field of. elec-

tricity both processes. . will find

areas where their particular ad-

vantages give them a preferred

position.

Then there is the possibility of
obtaining fissile material from
other minerals such as thorium
and of course there is always the
additional possibility of future
{fundamental discoveries that may
be as revolutionary as was fission
itself, but the essence of progress
is that we exploit the present to

/its full and be prepared for the

future when it arrives.

Canada’s. Research: and:. .
Development Activities
In Canada since 1945 our re-

search and development activities
have been limited by the fact that
we are not engaged in military
applications of atomic energy. We
accepted . the proposition 'that it
would. be impractical and “un-
profitable for us to-devote any of
our limited - facilities to develop-
ing bombs, as, alone, we could: not
hope to produce in any effective
quantity and as cooperation_ in
this field was not possible we
have been forced by the realities
of ‘the picture to focus our atten-
tion in-a more leisurely, or shall I
say, less targetless way.on re-

.search and thinking about the in-

dustrial and non-military uses. of
atomic energy, With this position
in which we find ourselves we
have no complaint, as it has many
obvious attractions. :

I am well aware, as I know most’

‘of you are, that from the great

-programs of this country, although

they are primarily focused on de-
fense considerations, there have
come many valuable develop-
ments that are of non-military
use. I am also equally sure there -
must be even more valuable ad-
vances in the still classified areas,

- that-are presently hidden from all

of us, but which will some day be

of great industrial significance.

There can, of course, be little

.doubt that if atomic energy had

not been circumscribed by war
and . the threat of war certain
aspects might have developed
more. rapidly, but the ‘fact does
remain .that we are living under
the ominous threat of war and na-
tional security must take a high
priority. Also one must always
remember that without war the
vast expenditures made to prove
the primary practicality of atomic
energy might not have been made
for decades. Atomic ‘energy has

Continued on page 26
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~ Uncle Sam—Deficit Addict

. By ORVAL
- Executive Vice-President,

Salt Lake City, Utah

Atiacking self-styled reformers, whose ‘rule of conduct is
“tax, spend and elect,” Mr. Adams asserts these men do not
quali’y as trustees to administer. an  estate of 85 million -of -
life. insurance owners -and 50 million of - bank . depositors.
Warns weakening effect of New Deal-Fair Deal philasophy
will bring tragic -disaster, unless prompt action is taken to
liquidate it. -Sees dollar depreciation most vital issue and
asserts government spending policy is destroying great middle
class, while loss of dollar’s purchasing power is dastroying
human rights. Advocates aggressive action by bankers to.

protect depositors’ dollar. Fav

The subject of my address,
‘“Uncle Sam; Deficit Addict, is an
indicting one, but how well justi-
fied is known to you all.- .- -
. . Of all classes

of our citi-
zenrythe
has

Banker
most force-
fully and.con-
stantly been
confronted
with tne pa-
thetiz .spec-

~lacle of a once:

. proudly inde-
« pendent peo-

ple being jel--

.- lif'ed — their

backbone ‘ re-:

-moved — and
. ‘hetrayed, into
- . =7 putting
confidence in the ‘destroyer  of

3 'OwalW:-Ka;ms 3

their most . valuable inherited in--

stitutions. -
The spending record.of. the
20 years- is- proof again that no

man. can serve two masters, and-

that Uncle Sam, while .in the

clutches of spendthrift; self-styled-
reformers, whose rule of conduct.

for public office is just “tax, spend
and elect,” can no longer qualify
as Trustee administering the great
estate of America. i

"~ ‘'That once great estate, consist-
ing in part of the savings of 50
million bank depositors, of the 85
million owners of life insurance
policies, and of millions in sav-
ings and loan associations, has

been brutally mismanaged in the-

interests of the managers and
against the interests of the own-
ers, but it has not yet been de-
stroyed—its amazing vitality, the
product of free enterprise work-
ing on abundant natural resources,
is without a parallel in history.
Nothing less vigorous could have
withstood such an onslaught of
taxing and spending,  But its
weakened condition is evidence
that even it cannot éndure for-
ever. Tragic disaster will follow
in the wake of the New Deal-Fair
Deal Philosophy. Only a prompt.
awakening to the facts can pre-
vent the liquidation of the great,

thrifty, self-reliant, self-denying-

American Middle Class, in which
rests the last hope of a once free
world.

: Wg bankers occupy a. trust re-
lation to our depositors nenethe--
less real and binding because un- -

official—and we must not default
in-our duty to-do all in ourpower

their:

p'ast;

speeches or denunciations. They
have no banners or implements.
They have no controls, no press.
They issue no publicity. They
have no spokesman, no defenders

- —not even us, their unofficial
. .custodians. the bankers of
. - America. They have no lobby-in
. Warshington. They are the un-
known, defenseless. savings de-
positors. Their number is legion.

v . They represent the very backbone
-.of our citizenship; truly they are

- . the victims and .bear the brunt of
. a blundering economy. They rep-

7 . .resent the class of thrifty in-
" vestors, the men and women who,
by rigid economies, by self-denial,
from the sweat of their brows,
have' built up savings accounts,
‘accumulated. funds in insurance
policies. It is their money, large

W. ADAMS* E
Utah First National Bank,

ors restoration of gold standard.

project or program, domestic or g 5
 foreign, proposed or adopted by and small, that is invested in in-
our government in the last 17 numerable business concerns
- years of -crises and emergencies ‘throughout the.land. They have
nas-been designed to promote a practiced _self—demal, scrimped
process of continuous inflation as 3nd saved in the hope of prov:d-
a means of keeping and expanding 18 themselves with adequate old-
political power. The welfare and 28€ Security. It is the savings of
protection -promised for the  fu- these people that represents the
ture in return for votes can only Seed corn of a government of
be called the cruelest and most {ree men.. Something must be
colossal fraud that has ever been Saved for these people. If they are
practiced on a credulotis people, Not saved, all of us are lost.
“The hoax was started by the Not so long ago I was at my
New Deal and is being perpetuated desk in a savings bank, It was
by Mr. Harry S-for-Spendthrift interest-payday. A woman pre-
¢ Truman. Its list of victims .in- sented her passbook at the savings
cludes savings bank - depositors, - window, She ‘was a woman
Life; insurance ' policy : holders, dressed in gingham, - with three
everybody-who has bonds, service ‘Iittle . bashful girls at her side.
men paying premiums on Federal . After. having presented her book
life insurance, and all ‘present and for. the purpose of having six
prospective pensioners. . All hold . months’ interest: credited to her
.contracts with the government as. account, she with' her little girls,
a borrower, a’banker, or an insur- " made her way.to the front door.
ance.company. ., +As she passed my desk, I stopped
. “Thecse-contracts have been:and ;her and said: “Lady, may 1 please
are being steadily repudiated..look at your savings passbook?”
They are being repudiated as:the;She knew I .was an officer of the
government deliberately rots,adul-: bank and she acceded to my re-
terates, and cheapens its money" quest. In that book was a deposit
by trading public funds for votes of $5,000. Some little of the prin-
and for¢ing continuous. rises  in cipal had been withdrawn. By
prices ‘and costs by its spending request she told me whence: the
and control policies.. No one can '$5,000 had come. This ‘was her
number the millions this callous story: Her husband, while in the
and indecent process threatens jjpe of duty as a switchman, was

with future suffering and loss. killed. He had purchased a life

|

Dollar Depreciation—Most Vital

insurance policy in the amount of
$5,000, payable to his wife, the
mother of his three little ‘girls.
This fatherless family lived in a
rented home. One of the girls was
six; she was in school. The others
were younger. The woman had
drawn*some "of the ‘principal, as
well as the‘interest, and was doing
some domestic work to conserve
as much of her savings deposit as
possible.-Her earning ability, plus
the $5,000, was all in the world
she had to provide for herself and
her three little girls. Imagine her
predicament if through inflation
this body-and-soul money should
lose its- purchasing power. The
standard” of living of this little
family was . dependent on the
preservation of the purchasing
power--of' this-money. - Education,
hospitalization, culture,’ self-re-
lianée, were interwoven in these.
dollars. ’ '

Lo:st Purchasing Power Means
' 'Loss of Human Rights

All of us have heard the spell-
binders say that there is no rela-
tionship between money and
human rights. Would anyone dare
take issue with me or you that
human rights - and purchasing
power in this particular case are
not one and the same? Is it not
logical to assume that when pur-
chasing power is destroyed, so
also .are human rights?

Here is another example: A man
came into the bank. He was 68
years old, a bachelor, He had $10,-
000 saved. His accumulations were
- the result of many years of saving-
. a little of his earnings. He owned
a little home. For a living he
- sharpened saws, repaired ‘locks,
and made keys. I talked with him.
He told me his life story. At 65
his arm  became afflicted with
some kind of paralysis. I remem-

ber very well his having difficulty:

getting his savings passbook out
.of his_ inside pocket.
 fastened in -that pocket with "a
safety pin. He was a thrifty man:
‘He prized his self-reliance. Hav-
ing self-reliance, he had accumu-
lated " this money so that in the

It was.
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days when his earning power
would be lost to him he would not;
become a public charge. He was
an  unassuming . fellow, Nobody
knew that he had any money.
Would anyone argue with me
that there were no -human righis
bound up in this body-and-soul
money- accumulated over the:
years by these independent, self-
reliant Americans? Human righls
-and dollars are humanitarian.
blood brothers. :
This world at this time is not
a normal world. In this abnormal
world we, as bankers, have “an
additional duty and an obligation
to initiate and follow through,-an,
.educational program carrying
down to the depositors of our
banks, teaching that there is ne
such thing as government money,
warning them against the depre-
dations of the deficit addicts —
wolves in sheeps clothing—who, if
not brought under control and
lurned out of office, -will ulti-
mately destroy +the purchasing
power of their hard-earned say-
ings. '
Until that wisdom has becomna
part of the subconsciousness of
depositors, it will continue to be
possible for those in control ¢f
government to perpetuate them--

“selves in office by returning some

of the money they take from thoe
depositors in the form of taxes,
labeling it “government money.”

A large percentage of the de-
positors in the banks of the Unitorl
States have been cheated out of
their understanding, and the next
step logically follows—the taking
from" them of their hard-earnect
substance by phony politiciane,
whose chief concern is to pur-
chase the vote of these unsuspeci--
ing depositors, with their own
money, and then to keep them
bought. '

The necessary functions of gov-~
ernment benefit all of us and wa -
rightly and willingly contribut>
to their cost, but strange as it
may seem, bureaucracies have a
tendency to grow and to per-

Continued on page 30

Issue

‘ Therefore, with Federal spend-
ing now out of control and the
government committed to arm a
great deal of the world and pro-
vide assistance for rehabilitation
on a world-wide scale, the dollar
question surges to the front as the
most vital issue.

The forgotten people, the great
middle class citizenry, the people
in whom I have a vital interest,
needs alerting; and with dollars
divorced from redeemability - in
gold and a printing press an-
chored in the U. 5. Treasury—and
those in charge of the printing
press, devotees of the welfare
state (or farewell state) — the
U. S. A. is on the way out, unless
Congress recaptures. control of
Federal spending, which is, as I
said, now lost. L

Who are these credulous, for-
gotten people to whom I refer? I
know. Sometimes we' are moved
~to tears by the lamentations of
’,politicians concerning the sad |

New Issues

.. . » s v .
This adeertisement is neither an offer to sell nor a solicitation of an offer to buy any of these securities. The offering
is made only by the Prospectus. This is published,on behalf of only such of the undersigned . .
3 as are registered dealers 1n securities in the respective States,

Tennessee Gas Transmission Company
100,000 Shares 5.25% Cuin.ulative Preferred Stock

{Par Value $100 per Share)

Price $100 per Share

Plus accrued dividends from April 1, 1952, to date of delivery

250,000 Shares Common Stock
. (Par Value $5 per Share)

Price $29.50 per Share

May 27,1952

to bring about an early awaken-afate of some unidentified. for-
ing to' the. facts, for despite aufgotge_n,' people. ,Scar'cely have the
that has been done to destroy free ! politicians ever pointed . out.ex-
suffrage, to buy office- with -the ' actly who these forgoiten people
~ loot vf eur depositors, the voting | are, and for whose welfare ‘they
control of America ‘still rests in Possess such grave concern. We
their hands, did they. but know it.: bankersknow and have identified
. To bring about such an awaken-: them.' They are not a myth. They
ing requirés a constant reminder | exist. They afe among us in flesh
of what has been happening—and!and bones in our banks, owners
a reminder in woids calculated to, of insurance policies, in building
register with the listener. I have and loan associations. They' com-
attempted many times to teil the pose the g-eat middle class of
facts in my own words. Now let' America. They are not generally-
me quote from the recent remarks! pointed out as being the vietims
by that great’ American and emi-' of inflation. They »re not noisy or
nent economist, Virgil Jordan, complaining. On the contrary, the
who heads the National Industrial’ real forsotten men and women
Conference Board: :have daily remained inarticulate,-
“Practically every public policy,” They have no organization, no

S ! pressure group. They issue no
it e by Mr, Ademe betare the  [ropaganda.  They  conduct 0o
apolis, Minn., May 19, 1952, parades and make no fiery

Copies of the Prospectus may.be obtained from any of the under-
sigred who are qualified 1o act as dealers in the respective States.

| White, Weld & Co.

Stone & Webster Securities Corporation
Blyth & Co., Inc.

Goldman, Sachs & Co.

Glore, Forgan & Co.
Kidder, Peabody & Co.

The First Boston Corporation
Taien Ripley & Co.

Smith, Barney & Co.

W. C. Langley & Co.

Paine, Webber, Jackson & Curtis

"Lehman Brothers Union Securities Corporation

Merrill Lynch, Pierce, Fenner & Beane

gitized for FRASER
p://fraser.stlouisfed.org/




8

(2236)

Dealer-Broker Investment
Recommendations & Literature

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

Atémic Energy Companies—Brochure—Hayden, Stone & Co.,
25-Broad Street, New York 4, N, Y.

Canada’s Gold ‘Producers—Bulletin—Ross, Knowles & Co,,
330 Bay Street, Toronto 1, Ont., Canada.

Financial Survey—Bulletin—Stern, Frank, Meyer & Fox, Union
Bank Building, Los Angeles 14, Calif. .

Investment Guide—List of issues appearing.interestipg—-‘Sutro
Bros. & Co., 120 Broadway, New York 5, N, Y.

Natural Gas—Report on-the industry—Dempsey-Tegeler & Co.,
210 ‘West. Seventh Strcet, Los Angeles 14, Calif, ‘Also avail-
able is'a ‘memorandum on Tejon Ranch. ¢ )

Natural Gas—Analysis—F, P, Ristine & Company, 15 Broad
Street, New York 5, N. Y. :
New York City Bank Stockc—Ten-year survey of 17 New York
City Bank Stocks—Laird, Bissell & Meeds, 120 Broadway,

New York 5, N. Y. . : :

Over-the-Counter Index—Booklet showing an up-to-date com-
parison 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 .13-year. period—

‘National Quotation Bureau, Inc.,: 46 Front :Street, New
York 4, New York. 8

" Tokyo Market—Quotations of major: stocks—Nomura Securi= -

ties Co,, Ltd., 1-1

Japan. ;

v Treasury Financing Prospects, 1952—Brochure--J. G. 'White &

;. Company, .Inc., 37 Wall Street, New York 5, N."Y.

* * *

i Abﬁott -Laboratories- — Memorandum ;Smith, Barnéy & Co., *

14 Wall Street, New York 5, N..Y. Also available is a - memo-
~randum-on 'Parke, Davis ‘& Co. .. . . . s g

«American” Chain & Cablc‘—Memorandufn—Auch-incloss, Parker

& Redpath, 52 Wall Street, NewYork 5, N. Y. Also available
- -are memoranda on.National Gypsum-and Technicolor, In¢:

~American Hardware' Corporation——Analysis—H. Henfz & ‘Co.,

60 Beaver Street, New-York'4, N/ Y." Also ‘available is an

-analysis of Buda Company. ; -

. American Research & Developmént'-Corp.—B"ulletih——May &

Gannon, Inc., 161 Devonshire-Street, Boston 10, Mass.

‘Bucyrus Erie Co.—Memdrandum—Shearson, Hammill & Co.,
14 Wall Street, New York 5, N. Y. Also available are

memoranda on Diana Stores Corp., Falstaff.Brewing Corp.,

St. Louis-San Francisco Railway Co. ‘

Chesapeal{e Industries, Inc.—Discussion—Gottron, Russell &
Co., Union Commerce Building, Cleveland 14, Ohio. Also
available is a suggested portfolio for liberal dividend income.

Christiana Securities Co, — New bulletin — Laird, Bissell &
Meeds, 120 Broadway, New York 5, N, Y.

Denver & Rio Grande Western Railroad—Analysis—Cohu &
Co,, 1 Wall Street, New York 5, N, Y. Also available is a
memorandum on Bingham Herbrand Corp.

Electric Bond & Share—Review—Ira Haupt & Co., 111 Broad-
way, New York 6, N. Y. &

First National Bank of Chicago—Bulletin—F' S. Moseley & Co.,
135 South La Salle Street, Chicago 3, Ill. Also available is
a bulletin on Given Manufacturing Company.

General Precision Equipment Corporation—Analysis—Herbert
E. Stern & Co., 30 Pine Street, New York 5, N, Y.

Gladden Products Corp. — Memorandum — Fewel & Co., 453
South Spring Street, Los Angeles 13, Calif,

Goldfield Consolidated Mines Co.—Memorandum—Dunscombe
& Co,, 111 Broadway, New York 6, N. Y. .

Gulf Oil Corporation—Analysis—Kidder, Peabody & Co., 17
Wall Street, New York 5, N. Y,

Harman Oils & Minerals Ltd.—Memorandum—Leason & Co.,
- 39 South La Salle Street, Chicago 3, I1l. Also available are
memoranda on Husky Qil & Refining Ltd., Muntz TV, Inc.,
Peacc_a River Natural Gas Co., Southern Production Co., Tem-
co Aircraft Corp, and Toreador Royalty Corp.

Harshaw Chemical Company—Bulletin—Gartley & Associates,
Inc., 68 William Street, New York 5, N. Y. Also available
are bulletins on Robertshaw-Fulton . Controls Co. and Chi-
cago ‘and: Southern ‘Air- Lines, Inc. . !

Mo

Kabuto-cho, Nihonbashi, Chuo-ku, Tokyo, '

.tee, whose. g

*.Swanton, Di-""

-vision of Olin
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Donald B. Fisher With
Baker, Simonds & Go.

Mountain States Power Co.—Memorandum—Pacific Northwest
Co., Exchange Building, Seattle 4, Wash.

National Supply Co.—Circular—Stanley Heller & Co., 30 Pine
Street, New York 5, N. Y.

New England Lime Company — Analysis—Dayton Haigney &~
Co.,.Inc., 75 Federal Street, Boston 10, Mass. ¢

Paragon Electric Company—Analysis—Loewi & Co., 225 East
Mason ‘Street, Milwaukee, Wis. ) o

Penn-Dixie Cement Corporation — Analysis — Eastman, Dillon
& Co., 15 Broad .Street, New York 5, N. Y.

Petroleum Heat & Power Company—Bulletin—Scherck, Rich-
ter Company, Landreth Building, St. Louis 2, Mo.

Philadelphia Electric .Company—Bulletin—Hirsch & Co., 25
Broad Street, New -York 4, N. Y. ‘ i

Puget Sound Power & Light Co.—Analysis—Ira Haupt & Co.,
111 Broadway, New York 6, N. Y, -

Riverside Cement Co.-—Analysis ‘and review of the Cement:
Industry—Lerner- & Co., 10 Post Office.Square, Boston- 9, -
Mass.” © ’ ¢

Robbins Mills, Inc.—Analysis—Bruns, Nordeman & Co., .60
Beaver Street, New York 4, N. Y, ) 7

Standard .0il .Co. of 'California—Memorandum—Schwabacher - -
‘& .Co., 600 Montgomery .Street, San Francisco 4, Calif. i

Texas Illinois-Natural .Gas’ Pipe Line . Company—Analysis— -

Hill, Richards & Co., 621.South.Spring Street, Los Angeles

14, Calif, ' ' :

Union Twist Drill—Data—Raymond ‘& Co., 148 State Street,
Boston 9, Mass, - y . ; N
U. 8. Vitamin -Corporation—Brochure—D...M. S. Hegarty &
‘Associates, Inc.; 52 Broadway, New York 4, N, Y. . e
Wilrich Petroleums Ltd. — Memorandum’ — ‘Aetna Securities

Corp., 111 Broadway, New York 6, N. Y, o

_ Business Crders Confinue Lower

- Composite: opinion ‘of ‘Business: Survey. Committee of National -
. Association .of - Purchasing :Agents: reports. belated orders .and :
‘production . pickup. in:some  lines,- has"been roverbalanced : by::

;. declines...Inventory liquidation'¢ontinuing.

~-According to a ‘composite ‘opin- ‘rial® prices -will-be down-as: we

:ion of purchasing agents who com-move'farther into a’buyers’ mar-

.prise ;the: National 'Association of | ket.: Com_mentm‘g:on-fthegpossm'le'? increased ‘space and. air condic

Purchasing. Agents Business Sur-"increase in steel 1abor costs, which
vey. Commit-. T could set-a pattern for other com-
: -modities,, most. purchasing execu-~
Chairman.is ; ’
Robert: C:" itional capacity and supply, with

ecreasing -demand, ‘will increase
‘ the ‘competitionalready -showing
¢ up’in' many markets. L

rector of Pur-"
chases, Win -
chester Re- o ‘ o
peating Arms WA - Inventories
Company, Di- - . < Another sharp decline of indus-
* trial .inventories is:shown.in the
May  Survey. - 50% -report * this'
condition, -and it is necessary to
go back to the third quarter of
1949 to get a comparable picture.
Availability, shortening lead time,
declining - production * schedules,
lower order books, and the indi-
cation that the price trend will
continue down, all influence the
policy of inventory liquidation
followed for the past six months.

tis,

Industries,
Inc., New Ha-
ven, C o n'n,,
during May
there has been
a continuance
of the declin-
ing business trend of the past sev-
eral months., There has been a
belated seasonal pickup in orders
and production in some lines, but
it has been far outbalanced by the
declines. Again this month, as in
March, production has declined in
an attempt to meet the lowering
order position, but there is still
a sizable gap between the two.

Robert C. Swanton

Employment
~Only 9% report additions to
payrolls, while 24% report sepa-
rations or layoffs. The tendency
to reduce overtime and work

Available -
Pertinent information on_
Sprague Electric ° ‘
~ Empire State Oil - ‘
Associated Development & Research
TROSTER, SINGER & Co.

Members: 'N. Y. Securiti/ Dealers -Atwc!‘aﬁon
74 Trinity Placa, New York 6.N. Y. .. -

Cutting the production pattern to
fit the demand cloth is the.cur-
rent problem of many manufac-
turers. .
Additional prices.are down in
May as# buyers’ market spreads
to other commodities, the report
indicates. ' Inventory- reductions’
are more prevalent, 50% reporting'
that trend. The number ‘of em-
ployees. is .0ff sagain .and ‘shorter

»working time -is :noted. -Buying:

policy, «in:line ‘with these condi=

tions,"is. very -conservative; ~much"still- prevails::96 %-are-at 90-days: —

to the low side of a. “hand-to-
~mouth” to 90-day:range:. i
 Purchasing men, taking a short
‘view . of the future, are of the
opinion' that' there: will be-a-con=
tinuing  gradual decline-through
the' third quarter; they  believe
that availability, capacity, and

.competition ‘will-act as an. effec-.

tive brake on any -inflationary

shorter ‘weeks continues in May.
Lack of orders, production de-
clines, and the reluctance of in-
dustrial managements to increase
stocks of ‘finished goods are the
reported causes. Highly skilled
workers are still in demand. Agri-
culture and outdoor-work-are:ab-
sorbing some ‘nonskilled labor:

Buying Policy

. The conservative policy-of shortss:p::

range - purchasing. commitments:

or 7 under,  ‘with . the .- accent on
“hand-to-mouth” to 60 days. ‘' The
usual spring industrial pickup did
not. develop. The ' purchasing

.-agents.~whosforecast::a; sluggish

..third. quarter: take:an-extremely
. cautious-view-of.future coverage:

(Special to THE PINANCIAL CHRONICLE)

. Bache Adds to. Staff ,\ .

pitized for FRASER

wage and price pattern that may, . GRFENSBORO, N. C.~Richard: |
!" C."McElroy; Jr:"is with :Bache &-:|..

result from the steel situation;:
. Co:;. 108 West-Market.Street.: .

With Kirchofer Arnold

Commodity Prices .. |;

The NAPA May Survey indi-

cates that;we are in a price ad- )
justment period.- 35% report lower - (Special to THE FinaNcCIAL CHRONICLE)

‘quotations-on- some of the mate- RALEIGH, N. C.—S. H. Gregg,

rials they -buy. The predominant' Jr. has been added to the staff of

‘purchasing opinion‘ is. that the' Kirchofer ‘& .‘Arnold- Associates,.

general trend of industrial mate;-‘ Insurance: Building..

.Don.B. Fisher

. (Special to Tue -FINaNcIAL  CHRONICLE) °

" DETROIT; Mich. — Donald:B.'
Fisher-has become associated with:
Baker,: Simonds : & Co., . Buhl
Building, members of the Detroit
Stock Exchange. Mr. Fisher was
formerly  manager of the trading
department for Carr & Company.

Name Now Barrel,
- Fitch & North

- KANSAS. '~ CITY, Mo. — An-

- -nouncement is being made of the
change ‘in firm" name from Bar-

ret, Fitch & Co., Inc., to Barret,
Fitch; ‘North: ‘& Co., -investment

. bankers-and brokers, and the re-

.moval: of .their 'offices to new

_Eround- floor space.at 1006 Balti-'
. -more Avenue.: The firm was pre-

viously ' located .on the 9th: floor:
.of- 1004 Baltimore . Avenue. - The'
: new:quarters: will:provide: greatly:

‘tioning:

. Barret, Fitch & Co,, Inc. was,
I tives‘express'the’opinion thatiad--formed.in January, 1946, by John,

H. Barret, Howard H. Fitch, and’
.Frank W. North, all of whom are,
~widely known in.the investment:
banking circles. ‘Mr. Barret, whao’
-had "been' in. the 'securities busi-
‘ness-in “Kansas City for many,
- years, died.on May 15, 1951. Mr.
Fitch has been in the securities
business in Kansas City since 1924..
Following Mr. Barret’s death, Mr..
Fitch became President of Barret,
Fitch & Co. Mr. North has been
in ‘the securities business since
1936 and holds the offices of Vice-
President and Treasurer. The
other officers of the firm are,
Joseph M. Luby, Vice-President
and Manager, Municipal Depart-
ment, George Hedrick (Lawrence,
Kansas), Vice-President and
Eastern Kansas representative,
and Rosemary C. Purse, Secretary.
and Assistant 'Treasure}'. The
company has representatives in
Lawrence, Manhattan, and Clay
Center, Kansas.

The company does a complete
investment banking and broker-
age business including the under-
writing and - distribution of -mu-".
nicipal and corporate securities,.
and the brokerage of listed and-
unlisted “stocks. The firm . 4s-a
member--of ‘the Midwestaf=Stock;

v

Established 1856

H. Hentz & Co.|
e : Members . ' (
.New " ~York™'Stock Exchange’
.‘New .York Curb Exchange
New York . Cotton -Exchange
Commodity - . Exchange, - Inc. -
Chicaga ' Board of - Trade.
“"New Orleans Cotton Exchange
’ And other Exzchanges

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

CHICAGO .DETROIT PITTSBURGH
GENEVA,; ‘SWITZERLAND - - “-f
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- Driving Force of Postwar

Business

By ROY L.
Vice-President, Bankers

New York banker, contending

its driving force since end ‘of. World War I, holds ‘serious .

- recession was prevented by su

ment defense spending and production in heavy goods:sector.
Says seme strength may be imparted-to economy. by commer--

+ cial construction -and public .works -projects ‘which had to-be
- curtailed earlier becanse: of ‘material ‘shortages. Sees ‘mixed b
“ outlook for prices and predicts 1952 is likely to be a satisfac- -

. tory year in terms of

A review of the business situa-
tion today clearly indicates that
Jour economy has lost much of the
driving force  that .characterized

‘the trend of
‘prices -and
‘production .
‘throughout -
.most of the
period since -
‘the end,of }
‘World-War II.",
“This condition "
first’ became
‘noticeable -
‘somewhat’
more .than a
year ago,when
the. military.
‘situation in_
"Korea became
‘stabilized and.
the threat of a

Roy L. Reié_rsﬁn

securing public approval of new
.borrowings, and many others,
which suggest that the increase
‘in. state and local spending may
.not be as large as some observers
believe. .
The outlook for -prices, under
these. conditions and assumptions,
-appears mixed. The current round
of  wage increases will probably
-impart ,some .further upward im-
.- 'petus-to the industrial. price level,
~while agricultural prices will ob-
-~ "viously. be: affected by ' the crop
. .prospects; if the present. prospects
..., for good: crops:materialize, some
.+, further ~decline’in’;agricultural
" commodities ‘may. be anticipated.
.+ --International -raw materials have
“been under downward pressure.
for over a year, and this trend is-
still in progress.
) § This appraisal of the business:
-mains one of the major factors in' outlook is based upon the assump-
-the -economic outlook, is one of tion that world affairs will bring-
the most. difficult to appraise and neither a “peace- drive” nor a
+forecast. - The: easing. of -interna-: spread: of military . action. ‘An-'
-tional -tension has been reflected in' other wave ‘of \war scares would’
+a “stretching out” of-the defense in all probability bring a resur-:
.program; in addition, outlays have' gence.of consumer spending; busi-:
lagg_ed behind .- scheduled- rates.. ness. buying,..and.- priee::boosts,
. While such.expenditures will con-- while.a.turn in- the: diréctios ‘of a-
;linue to'increase through the re-' more peaceful world is-tikely-"to-
.mainder , of. 1952, and -probably ‘strengthen significantly-the down-:
. through most ‘of .1953," the rate of: ward forces in: the economy,:
"increase .is. expectéd to. be sub- e e R
“stantially- lower.than in the. past’. oo Summary - s :
'12.months,. and the support to-the. . In: summary, therefore, and al-:
economy from this source is likely..ways :bearing ‘in. mind . the possi-
-to-be -confinedto- certain. specific’ bility of surprise developments in
~industries, such as electronics, air-: the crucial but. unpredictable in-
craft,’and the like. Furthermore,: ternational ‘arena, 1952 is likely-
the: economy . generally feels the-to be a satisfactory ‘year in terms.

Boom Declining

REIERSON* ;
Trust' Co., New York City .

.our economy has lost much of . .

ch:sustaining factors as govern-

income -and- production.

Defense Spending
Defense "spending, which re-

e

% ey

‘general world  war. . appeared. . to
.diminish.” The improvement in the ,yance ‘of ‘the actual.outlays, by
Anternational outlook .was rapidly:way.of.
.xreflected in.some:Tather substan-:creased- forward -buyin
“tial.declines in. cpmmOd.ltX PIices,. .quently,. the 'defense. ‘program: is
especially .in basic .raw. materials, :probably already «close: to'the point
a ‘general "slackening . of .. business.. of -exercising ; its+ greatest - influ=
orders and ‘consumer-buying,;SOme ; ence:apon:-demands’ for:materials
. corrections in inventery; positions, ;and output,~ : .. - . ‘
-and.the spread of a.generally more-. . - !

‘cautious ~attitude - throughout  the ' “At*the same, time, -plant and

aes | inity; These tend- ‘€quipment outlays.appear to b_‘é;:
i O Tfto,‘pi.eva'ﬂ rat-their: cyclical “peaks, and it “is,

‘encies 'have' continued’ e e & :

bt b A T, ~.rdifficult - to - visualize v a -+ furthér
to the presgn‘t‘tiupe... C e growthyin the rate-of spending ‘in
“ Coming as: they. did. in.reaction .yjew.. of .the - currently - reduced

to a:strong.inflationary “outburst, :level ‘of:corporate-profits and in -
these developments..might. well.view, ‘also; -of : the factthat -our:
! L ; ‘eapacity has -about dou- -
“'situation ‘in eur’economy “had .1t :hleq. sinee.1939 and :has-increased *||-
nét béén for:the fact that produc- by .about 50% .sirice 1945, Residen- "
‘tion and business  activity .have ‘tial-building -is..expectedto . have
‘been’ supported. by *a:number:;0f another geod - year-in 1852, but -
‘important ‘sustaining ‘factors,.par- 'the,signs .indicate. that. the 'gen- -
3 eral level.of activity. will, at-best, -
tor of the economy.:The mostim-. not .differ -very much .from 1951. "

have. precipitated--a - troublesome , industrial

-ticularly .in:the sheavy .goods: sec-,

.portant .of these supports, by .all |

“» »impact of an increase.in defense-
..8pending ‘several months :in .ad--

of a
and economic’ activity. Gross na-:
“tional “product’ may be ‘modestly:

higher. new-orders:and in- . higher 'thanin?1951—perhaps by,
g. . .Conse-- 5%:or soj while industrial produc-:
“tion'for:the year as a‘whole is not: . ;L
a ) ; -mond: W, Treimer:- has:joined:the

likely 'to - average “above “recent
“levels. Howevér, as we move fur-
“ther~into ‘the /future; we 'may ex-
~perience: increasing difficulties: in
~maintaining peak levels.of output

rajses. som
tions.: .. "+
- Business;{u

% nder -such condi-

geregate "income, production,-

‘and of economic activity, And this. .
¢ disturbing " implica-.
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John C. Wright Joins
Kenower, MacArthur

tions, faces the meed to readjust
to a more competitive environ-
ment. For more than ten years,
the economic . environment -has
been favorable to corporate prof-
its, which despite the squeeze on
profit margins, have been main-
tained.and raised by capacity op-
erations in predominantly sellers’
markets. In the absence of boom -
conditions, such as we experienced
in the postwar and post-Korean
periods, this favorable combina-
tion“of circumstances. is not likely
to persist. More competitive ‘con- .
ditions will make further inroads '
upon profit margins,: especially in - - -
view of the high cost.of doing
business, much of which seeéms’ to’
be.frozen into our economy. Ex-.
cept for the possible lapse.in the
excess profits tax, substantial tax
relief to corporations is not a. (Special to THE FPINANCIAL CHRONICLE)
strong likelihood - in view of the: DETROIT, Mich. — John C.
large  Treasury' outlays, the huge: Wright has. become associated
budget  deficits in prospect, .and: with' Kenower, MacArthur & Co.,
the many: political pressures to.Ford Building, members of the
give foremost tax: relief .to. indi-- Detroit ‘and Midwest Stock Ex-
viduals. Toan extent not, gener-, changes. Mr. Wright was formerly
ally - realized, .our . tax, structure. with.Stoetzer, Faulkner & Co. and
has operated to socialize American. prior: thereto was.manager of the
business ‘enterprise;”. - ' . bond :department for. Keane &
“ o g Y e I M " Company. In the past he was a
James-A. Hague-Joins = partner-in .Wright, Martin & Co.
Hannaford & Talbot | . e ‘maan . |
amapiso e rovivns oo - SCheroky: Richter Wire:

LOS ANGELES, . Calif —James. . ot
ited. - To Nashville Firin

A. lI;Iague. has become associated.
with Hannaford & Talbot of San. -

Francisco. ’ Ml".v 'Hague‘ was ‘for-: ST. LOUIS, Mo.——Scherck, Rich-
merly for many years with- Adams- ter Co., 320 -North Fpurth Street,
Fastnow - Company  and’ -prior members v-ofk the Midwest Stock
thereto conducted. his own invest-. Exchange, -have -announced the
ment business in Los, Angeles. installation. of -a "direct wire - to

ELTE ' Clark,. Landstreet & Kirkpatrick,
- King' Merritt Adds Inc. in Nashville., . .. -
Lt (Speclal%’fﬂt FINANCIAL CHRONICLE) : The firm has other: direct.wires
-LOS ~ANGELES, :Calif—Ray-

John C. Wright -

-to Dallas; Houston,: San Antonio,
-Los Angeles; New York, Ck_licago
staff of King: Merritt & Co., Inc, af‘d Kansas City.

Chamber- of ‘Commerce ‘Building, -

" Redfield Adds:to-Staff - A M. Kidder & o, 1" Wall
«(Special to THE FINANCIAL CHRONTCLE) .51 .- Street, New" York: City, members
PASADENA, Calif.~George M.  of the New York Stock Exchange;

Minot has joined. the staff of.Red- -will “admit .Josephine  P. ‘Bay to

field .& Co., 87 South Euclid.:Ave. :limited partnership on.June.1. -

A M. Kidder Admlts 2

,
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SRR g : The offering is-made only by. the Prospectus..

-0dds, ‘was' government. spending .

.. -for:.defense, which increased’’at
‘an.annual -rate of $20 .t.)illion'.angl
mere. Furthermore, until recently;

the. general expectation:was f0r'a onthe ahead. In view: of the cur- -

continual rise -in .defense outlays
. -and-‘for: growing . shortages..: This
s -outleok, .in: turn, exercised an im-
~_portant . influence upon. -business
inventory. -policies -and-helped
prevent the correction of-individ-

5 ualinventory - positions: from ‘spi-

raling -into’ a :general . wave -of

« . ‘liquidation...- At the..same ;time,
.= ‘business ‘spending . on: ‘plant .and
* equipment ‘ moved - to::new. ;peak

- Jevels; ‘such'’outlays.increased by
about $514 billion irr 1951-and pre-

tained,.and despite some:cutbacks
in individual lines, the aggregate
index has fluctuated.

Looking ‘ahead to the second
half of 1952, it appears reasonably
certain that defense spending, to-
gether with private investment
and public works projects, will

- continue to support industrial ac-
tivity, especially the heavy indus-
tries. However, present signs in-
dicate that the supporting factors
are of somewhat more modest pro-
portions than they were a year
ago.

*Summary of an address by Mr. Reier-
son at the 32nd Annual Convention of
the Controllers’ Congress of the National

. Retail Dry Goods Association, New York
City, May 26, 1952,
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Zconge more stake:ar turn for ithe ||

«..:Commercial. Construction -and
. vided'another -important..support -

1o business  activity. ‘As -a.result,.
- for-the. past 12:months; industrial.
- production has ‘been well /main-

#Consumer: spending, -which. was
aidynamic-element in the'business
- .situation-after:the outbreak of the
“Korean - War;-is not:likely to spark
~another:, business. upturn::in: the -

wrent-Tound -of wage increases, it -
.is-reasonable ‘to‘expect:some’rise

«ins 'consumer-buying; “but " unless *
. -the:international situation ‘should -

‘iworse; the rise'is likely’ to:be mod- -
-est. If this-aswnption proves valid, '
~business inventories-- will- “prove |
-ample -in the:aggregate; ‘and ‘ex-.'
vcept:for:individual: lines, no-large
~ business:buying: is" anticipated.

« . Public. Works .

-.Some.additional’ strength. may -
be .imparted. to the economy by °
commercial ‘construction-and pub- -
Jdic .works projects, where short- -
.ages of materials-led to some cur-
. tailments in the latter part of 1950 -
and .in-1951..-With. the easing. of
supplies,. some increase in com-
mercial - building activity is  not
unlikely. Also, there are obvious °
large - deficiencies in our public
plant and equipment, such as
roads, schools, hospitals and the
like. The making up of these de-
ficiencies will undoubtedly be an
important factor in the economy
for some time ahead.” The opinion
has been advanced that this area
may provide a stimulus and sup-
port to the economy for a great a
many years to come; however, May 29, 1952
there are very real limitations in

‘»Blytl‘i & C‘o.",t Ix;c -

Coffin & Burr

Incorporated

oo iy o Preferred: Stock, 5%, Series B

(ParValue $106 Peg'ASharq) . -

<:Price $ ;l.OO.apenShgré:-_and:accrued dividend

The:Prospectus.may -be obtained.in: any ‘State from.only. swch of . -
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,Squéezé of Big Government
~ On Northwest Electric Power

By FRANK McLAUGHLIN *
President, Puget Sound Power & Light Company

West Coast utility executive calls attention to creation of a

huge Federal electric power empire in Pacific Northwest. Says

private utilities in region have been stopped in their tracks and,

without getting an adequate power supply, the economy of the

region is now largely at the mercy of Big Government. Holds

people of Pacific Northwest will pay a high price for loss.of
control of their own resources.

The Pacific Northwest is pres--

ently a huge Federal Government
electric power empire and seems
destmed to be more so in the fu-
ture. This is
evidenced by
the fact that
during the
1951-52 peak-
load periods,
the Federal
hydro system
supplied
4%  ( by
1958-59, 80%
is indicated)
of the. " total
hydro genera-
tion of all the
private util-
ities and pub-
: lic  agencies
~comprising the western group of
the Northwest Power Pool.

Many will find it difficult to
reconcile that this great frontier,
<hewn from a wilderness by resolute
pioneers, should now be depend-

+ Frank McLaughlin

*Extracts from Article by Mr, Mec-
Laughlin in the “Public Utilities Fort-
“nightly,” dated May 22, 1952.

-

ent on “Big” government for its
very existence, This is a sobering
and ominous state of affairs and
it poses these pertinent questions:

(1) Why is it that the Federal
Government dominates the power
field in the Pacific Northwest?

(2) What are the implications
and the consequences of a virtual
Federal monopoly of this region’s
basic resource — hydroelectric
power? , g

= 2

Because it provides the sub-

stance for the monstrous public-

power buildup, it should be real-
ized at the outset that the Pacific
Northwest possesses the greatest
hydroelectric resources in the
United States—the potential being
in excess of 30,000,000 kilowatts,
of which around 25% has been or
is now being developed. The re-
gion has ‘presently no other com-
parable energy base, such as nat-
ural gas, oil,
available. on a competitive cost
basis,. An adequate, dependable,
low-cost hydroelectric power base
is therefore vital to the region’s
economy and way of life.

- This advertisement 1s not, and is under no circumstances to be construed as, an offer of
these securities for sale or a solicitation of any offer to buy any of such securitics.
This offering is made only by the Prospectus,
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Price 99.75% and
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accrued interest
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or coal, which is

As would naturally be expected,
the development of hydroelectric

-projects in this state was initially

pioneered by private capital, but
around the turn of the 20th cen-

-tury; the cities of Seattle and Ta-

coma ventured into the utilization
of water power to produce elec-
tricity. So, public -power came
into being.” Ever since, its expan-
sion has been nurtured by “Big”
government with every conceiv-
able kind of public. agency now
in the act.
::« # £, 2
In that many residents. of the
region—because of their antece-
dents—have an affinity for co-ops,
and the like—the tirades against
private power found attentive
ears and responsive audiences.

Thus the stage was set for a bit--
ter struggle between private and:

public power and the state of

‘Washington became the scene of.
“hottest” ideological power-
with . - Puget’s:

the
war imaginable,
service area the main battle-

ground. It also should be noted:
here that public power would not.
have grown as it has if so many-
people—who are beneficiaries of-
the private enterprise system —-
had not forsaken their heritage:
for a seat on the public power-
band wagon. Puget,-long confined:

to the “torture chamber,” is un-
der death sentence today because,
over the years, it has been sold
down the river by those who gave-
their patronage and support to.
public agencies, or refused to vig-

orousiy fight to preserve free en-.
terprise.. After all, it's the peo--
ple who make the decisions and-
write the ticket as to the kind of -
utility which furnishes their elec--

tric service.
% £ Ed

river at Grand Coulee and Bon-
neville were brought into being .
in the late ’30s, power production
was at the local level.

With the entrance of the Fed-
eral Government into’ the power
supply field in a big way, and its
building of a vast transmission
network, the whole power picture
changed radically. The Federal
projects were glamorized in the
best New Deal manner and the
people were deluged with propa-
ganda as to~the amazing benefits
that would result from the pro-
duction - of huge quantities of
cheap public power. Uncle Sam
was  represented, as ever  the
Santa Claus for the more abund-
ant life, .

Because it clearly evidences
basic intent, it should be under-
stood that the Federal Govern-
ment has long sought to obtain
possession of Puget’s “power pool.”
In March, 1944, the government
proposed purchase of the com-
pany’s’ entire electric properties—
the plan being that it would re-
tain Puget’s generation and trans-
mission facilities and eventually
sell the distribution properties to
various public agencies. This pro-
posal . was unacceptable to the
company, which strongly feels
that the public interest is best
served by keeping its “power
pool” in local hands. But the Fed-
eral Government is persistent in
its objectives. Again in Decem-
ber, . 1950, . “Big” "' government
threatened seizure of Pugét’s Rock
Island hydro project on the Co-
lumbia river for the purpose of
expanding it so as to provide
power for an aluminum plant to
be located near by. The govern-
ment’s’ plans were thwarted by
the company. entering -into an
‘agreement for the enlargement of
generating facilities with the
Chelan PUD, which has Rock Is-
land under condemnation.

Grand Coulee (present capacity
2,160,000 kilowatts) was initially
undertaken in the depression ’30s
as a “make work” project, and it
and the Bonneville development
(present capacity 564,000 kilo-
watts) were also said to be de-
signed as yardsticks for measuring

The Commercial and Financial Chronicle . , .

the performance of the private
utilities. Then 'along came World
War II, creating not only a mar-
ket for Bonneville-Grand Coulee
power, but also providing a
springboard from which the Fed-
eral planners pushed the govern-
ment “head over heels” into the
power business.

~While ‘the original approach
with regard to multipurpose proj-+
ects in this region was one of
power being more or less. inci-
dental or related to irrigation,
flood control, and navigation, un-
der“the impetus of requirements
for national defense, power be-
came the dominant feature. The
Federal government forthwith de-
clared, its intention to develop tke
best available power sites on the
Columbia ~ and tributary . rivers.
Large power-consuming indus-
tries, such as aluminum,
nesium, and heavy chemicals,
were located in the region. The
demands for electric power sky-
rocketed—and this brought forth
more .and more Federal power
projects.

The influx of heavy power-con-
suming  industries substantially
changed . the economy of. the re-
gion, giving it ‘an industrial base
which it did not have prior to the
early ’40s. Because of this, and
other factors, the demand for kilo~
watts kept on climbing" subse-
quent to World War II. The Ko-
rean war and the present national
defense program further accel-
erated the expansion of the Fed-
eral Government’s generation and
transmission facilities in order to
supply the greatly increased

power needs. The government at

present has under ‘way projects

~which are anticipated to provide

: itional
Ti: s e ime, Shat-1hs huge—a total of some 4,000,000 additiona

.Federal projects on the Columbia

kilowatts by the late.’50s. Con-

“gress has also authorized 12 more

projects, totaling around another
~4,000,000 kilowatts, for which ap-
propriations have not been made.
- In the face of the tremendously
large, “low-cost”. Federal power
developments,  and  the govern-
ment’s propublic power-marketing

policies, it became unfeasible for

the private utilities to' build new
generating facilities.

As a practical matter, the day
the Federal Government entered
the picture in the Pacific North-
west, the private utilities were,
for the most part, stopped in their
tracks and' the Federal Govern-
ment took over the primary re-
sponsibility for the future power
supply of the region. Because of
the temporary advantage of accel-
erated - amortization permitting
rapid tax write-offs, and. other
factors, some of the private util-
ities in the ' region are now build-
ing several hundred thousand kil-
owatts of additional hydro ca-
pacity. Certain local public agen-
cies are also increasing their hy-

-aro  generating facilities, but in

toto this is just a drop in .the
bucket compared with what the
Federal Government is now do-
ing, and what it has projected and
authorized, as to power supply.

.Of course, a primary cause for
public ‘power’s existence = and
growth in the Pacific' Northwest
and elsewhere, is its tax subsidies,
cheap money,; and other advan-
tages, which; under present laws
‘and conditions in the state ' of
“Washington, amount to around 30
cents per dollar of gross revenue.
Take in the matter of Federal in-
-come taxes alone, public agencies
exempt from such taxes presently
have 100-cent dollars of net in-
come, as compared with only 48-
cent dollars, or less, for the tax-
burdened private utilities. No
business can give its competitors
substantial cost advantages and
hope to live. As things stand to-
day, private and public power
cannot competitively co-exist, any
more than- Capitalism and Com-
munism can live in the same
house.

The priority (preference clause)
accorded public agencies in the
availability of electric power from

mag- -

-a partner, not a boss.
_battle lies in ‘the fact that the

Thursday, May 29, 1952

Federal projects has also been
used as an effective tool for the
exp'ansion of public power in this
region.

% % *

The Federal Government is to-
day in the driver’s seat as a result
of assumption of cont:ol of the re-
gion’s basic resource—hydroelec-
tric power. . This situation came
about because of (a) the Colum-
bia basin’s huge hydroelectric
power potential; (b) power devel-
opment being tied in with and
related to irrigation, flood con-
trol, navigation, and other Fed-
eral functions,- embracing a wide
geographical area and with the
Federal Government as the only
entity with the authority and.re-

‘sources adequate to develop huge

multipurpose projects; (¢) wars,
and the threat of war, which
prompted the location in the re-
gion of large power-consuming in-
dustries, thus establishing a sub-
stantial industrial base and con-
sequent greatly increased power
demands; and (d) the low power
rates of the Federal Government’s
Columbia river system.’

It is no secret that the Federal
Government’s ambition is not only
a monopoly of power production,
but control of end use as well.
That this is not simply a pipe
dream of a beleaguered private
utility official, whose company is
being victimized, is evident from
the following <quotations from
statements made by C. A. Erdahl,
commissioner of public utilities of
the city of Tacoma (municipal
plant) and chairman of the Pacific
Northwest Power Conference (in-
cludes representation from all pri=-
vate and public uitilities com=
prising the western group of the
Northwest Power Pool):

Tacoma “News. Tribune”—
Dec. 9,'1951. ;

We want to have the BPA (Bon-
neville Power Administration) as
The main

Federal Government is- deter-
mined to control all the electrical
power in the Northwest.

Tacoma “News Tribune”’—

Feb. 4, 1952.

1 feel that the question. of
whether I am to be reelected as
commissioner ‘of public utilities
[was reelected] is definitely re-
lated to the question of whether

-the city of Tacoma is to maintain
-an independent  position in' the

service of electric energy to its
homes and industries, or is to be-

.come merely a cat’s-paw in a gi-

gantic Federal system of power
supply under ' rules, regulations,
and politics dictated from Wash=
ington, D. C.

At first, nelther the state nor

.the Federal Government was in-

terested in electric power supply.
But since the late 1930s, the United

States Government has become a

-dominating factor in the genera-
tion and distribution of power.
Experience shows that when the
people of a region turn a major
function, such as power supply,
over to the Federal Government
.they are .in'for a rough ride on
the Washington merry-go-round.

‘Under such circumstances, instead

of having power expansion geared
to the demands of the region, it is
tied to the attitudes of the Presi=
dent and of Congress and subject
to the byplay and interplay of all
sorts .of extraneous factors and
political pressures. Among other
things involved are party, sec-
tional, and ideological differences
—changing policies as to pump-
priming, defense spending, and
budget-slashing — inflationary or
deflationary trends — and, of
course, logrolling and red tape,

Elkins, Morris to Admit

PHILADELPHIA, Pa.—On June
1, Elkins, Morris & Co., ‘Land
Title Building, members of the
New York and: Philadelphia-
Baltimore Stock Exchanges, will
admit Edmund G: S. Flannigan to
partnership.
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Role of Equities in
Savings Banks’ Investments

- By AUGUST IHLEFELD*
Presidznt, Savings Banks Trust Company, New York City

Pointing cut sole purpose of equily investment for mutual sav-
ings banks is to secure higher average rate of return so as to
reinforce surplus accounts and reserves, Mr. Ihlefeld stresses
greater risks attached to equities than to other securities. Calls
- attention to recent advances in savings banks’ dividends as pre-,
venting additions to surplus and reserves, required by larger -
deposits. Advocates savings banks form “equities pool,” thus

diversifying risks and securing

* Officers and trustees of mutual
savings banks face a greater chal-
lenge today than perhaps at any
time in the long and eventful his-
tory of sav-
ings banking,
! Depositors
seek. a higher
rate of return
on' their "sav-
ings. Greater
rate con-
sciousness
among the
thrifty is re-
flected in the

very rapid

growth of
savings and
loan associa-
tions and mu-
tual invest-
. . ment funds.
'_I'he rise ‘in the general level of
interest rates over the past year
has added to pressure for higher
returns on savings.

. At the same time, operating ex-
Denses, especially wages, have
been rising for savings banks as
for business generally,

. Regulatory authorities want to
see the ratio of surplus accounts
to deposits’ maintained at what
they regard an adequate level.
This ratio is going to decline for
many savings banks because of an
accelerated growth of deposits,
There has been a gratifying res-
toration of faith in the dollar dur-
ing the nast year. The American
people have gotten ‘over their
Korean war spending sprees and
are rebuilding and - expanding
their reserves of savings. Mutual
savings banks are gaining deposits
at a faster rate .in 1952 than .in
any year since 1946. While the
annual deposit gain for the whole
mutual savings banking system is
running around 6%, many institu-
tions are adding to deposits at a
“faster pace. Unless surplus ac-
counts are going to be expanded
at an equal or greater rate, the
ratio of surplus accounts to de-
posits is bound to decline.

The problem of maintaining the
ratio of surplus accounts to de-
posits  is. being made infinitely
more difficult for many savings
banks because they become sub-
ject to the Federal income tax for
the first time this year. Hitherto,
the balance of earnings after de-
duction of operating expenses and
dividends to depositors could be
added in its entirety to valuation
reserves and surplus accounts. Be-
ginning 'this year, except where
surplus of undivided profits and
reserves is less than 12% of de-

osits, such earnings become tax-.
able at a 5% rate, so that only
the smaller part -remains to be
added to surplus accounts to mar-
gin deposit growth. - .

Thus, more demands are being
made upon mutual savings banks
by depositors. employees, regula-
tory authorities and the United
States Treasury. To meet these
demands. standards for invest-
ment policy of mutual savings
banks will have to be more exact-
ing than ever before. They call for
obtaining a maximum yield con-
" sistent with protection of princi-
- pal and meeting the fixed obliga-

* August Ihlefeld

*An address by Mr. Ihlefeld at the
32nd Annual Conference of the National
Association' of Mutual Savings Banks,
Boston, Mass.,, May 15, 1952,

better investment management.

tion to honor promptly depositors’
withdrawal orders. Managements
of these thrift institutions have no
choice but to face up to this chal-
lenge squarely. :

How Will the Challenge Be Met?

There are two choices open'to
rmutual savings banks faced with
rising dividend rates and operat-
ing expenses, faster deposit growth
<nd. Federal taxation of earnings.

One choice is to permit surplus

account ratios to decline to a sub-
stantially lower level than has
hitherto . been considered desir-
able. As is contended for com-
mercial banks, it may be argued
that mutual savings banks need
surplus primarily to provide a
cushion to absorb possible losses
on risk assets. The savings banks
of the country together have sur-
pius accounts toaay equal to ap-
proximately 20% of their risk as-
sets, consisting of mortgage loans
and bonds other than government
securities. For commercial banks,
the corresponding ratio.of capital
accounts to so-called risk assets
averages around 17%.

Could not savings banks, it may
be asked, permit ‘their ratio: of
surplus accounts to risk assets. to
decline as deposits.expand to, say
19%, without adverse - conse-
quences?

There are at least three funda-
mental objections to a deliberate
policy of allowing the surplus ra-
tio to decline in this way.

First, it would limit the future
ability of mutual savings banks to "

satisfy legitimate requests for
credit from worthy borrowers.
Once the ratio of surplus accounts
to risk assets reaches the mini-
mum, a savings bank would feel
constrained to limit its further
investments in real estate loans
or corporate bond holdings. It
would virtually have to limit its

lending on mortgages to funds re-.

ceived as amortization payments
on its outstanding loans or the
proceeds of sale of bonds other
than Governments.

Secondly, a savings bank which’

chose to prevent the ratio of sur-
plus accounts to risk assets from
falling further could then invest
only in government obligations.
But the yield from such obliga-
tions is too low to cover expenses

and maintain existing dividend-

rates, let alone to add to surplus
accounts. It would then be only a
matter of time before dividend
rates paid devositors would have
to be reduced because of inade-

quate earnings from the growing -

proportion of non-risk assets held.

In the third place, it  would
jeopardize the current dividend
rate because:regulatory:authorij:
ties may not acquiesce in a de-
cline in the surplus accounts ratio,
and would insist that additions be:
made to survlus accounts and re-
serves from earnings to keep pace
with deposit growth. In fact. in.
New York, the law now requires
that 10% of net earnings be added.
to surplus fund or reserves, where
the surplus fund is now less than
10% of deposits. This law would
in time put pressure on New York
mutual savings banks (whose sur-
plus ratios are declining) to cut
dividend rates, should net earn-
ings prove insufficient to cover
expenses, the current dividend,

and the required credit to surplus
fund or reserves.
. Because of these basic objec-
.tions, the better choice of man-
.agements of mutual savings banks,
in meeting the challenge which
ow confronts them, is to seek to
realize a higher over-all rate o
Zreturn from investments to safe-
guard. the current dividend rate
and to margin growth by adequate
additions to'surplus accounts after
‘provision: for reserves. In doing
‘s0, needless to say, mutual savings
‘banks, as the quality thrift insti-
~tutions of our financial system, do
‘not want to compromise with the
"high standards of safety and li-
‘cuidity that have won for them
-the confidence and goodwill of the
public. -
It is practicable, however,
“throUgn . ontiius nduageui€uy v
stem un the aversve rste of ratiren
‘realized on earning assets of mu-
tual - savings banks while safe-
guarding the quality and liquidity
of investment portfolios.

Higher Return Through Mortgage
. Lending

Fitherto. tae 1avored method o’
irerensing the rate of return real-
.ized by mutual savings banks on
.their. portfolios has been an ex-
pansion of mortgage loans.
" First mortgages on real estate,
.as a c'ass, have provided the high-
est’vield available on any type of
investment hitherto eligible for
"savings banks’ investment even
“after making allowance for ex-
-penses incurred in mortgage lend-
ing.” The savings banks have jus-
tifiably felt secure in expanding
~their mortgage loan holdings in
recent years because of a general
-improvement in the' quality of
mortgage loans available, insur-
ance and guarantees provided by
FHA and VA which sharply limit
-loss from default and foreclosure,
.and because they have eminently
well " qualified organizations- to
"manage mortgage loan: portfolios

'_successfully. For these same rea- -

sons, mortgage loans will continue
in favor as the chief income pro-
“ducer for mutual savings banks.

However, now that savings
banks are under pressure to
secure an even higher over-all re-
turn. from their investments, so
far as that is consistent with
safet)( and liquidity standards, the
question arises whether further
major expansions of mortgage
holdings are the best means to
achieve this end. There are rea-
sons; why savings banks will wish
to consider alternative high yield-
ing ‘investments before deciding
on a further expansion of their
mortgage holdings. :

First, a savings bank may be-
come concerned that mortgage
‘loans. available in‘a period of

.overbuilding &and inflated price !

levels for real estate would not
continue to meet its standards of
quality. ;

Secondly. the net vield r~alize-
by the lending institution from a
.mortgage porcfolio is materially
Jlower thkan the rate of interest
_paid by the borrower, Studies of
mortgage costs of life insurance
companies and . commercial banks
‘made by the National Bureau of
Economic Research indicate that
the net rates of income realized
~from mortgage loans, after de-
ducting expenses and reserves,
has not averaged much above
3Y4% in the recent past.

A third objection to exclusive
reliance upon a sharp increase in
mortgage lending to lift the rate
.of return realized on portfolios
applies where a savings bank must
 make. provision for the payment
of Federal income taxes. A mort-
'‘gage giving a net return as high
as 4% would leave. less than 2%
for addition to surplus where the
net income is taxed at 52%. For
such banks in particular, it is
~highly -desirable ‘to  seek alterna-
tive investments the income from
which is not subject to this crush-
ingly high tax rate.

‘The Choice of Equities for Higher
. Income

There is -one class of invest-
~ments, not traditionally associated

!

with savings banking, that does’
offer a higher yield than is ob—_
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tainable today evam either mort-
gage loans or bonds. Thut ia
equities.

Mutual . savings banks can ob-
tain an average yield of around
4% from a list of investment-
grade preferred stocks. The com-
mon stocks listed on the New York
Stock Exchange provide an aver-
age rate of return of around 6%
today. If the expense of manag-
ing an equity inveztment portfolio
can be kept in hand, the net rate
of income that mutual savings
banks can currently realize, from
equities before provision for re-
serves would- be close to market
yields. )

Moreover, many common stocks
benefit from a growth factor that
in time leads to increases in ihe
dividend income they provide, In
the aggregate, American corpora-
tions now pay out in cash divi-
dends only a little over half their
earnings, the balance being rein-
vested in the business. Eventualily,
retained earnings ‘make possible
larger dividends for comr:on
stockholders. s

To a savings bank that pays
Federal income tax, equities are
practically the only type of in-
vestment ‘that permits substaniial
annual additions to .surplus ‘ac-
counts. ' Dividends ‘received by a
corporation are, with the excep-
tion of certain public utility pre-
ferred stocks, subjéct to an effec~
tive tax rate of only 7.8%. Hence,
a stock bought ona 5% yield basis

‘by a mutual savings bank subject

to the income tax will give an ef-
fective after-tax yield of 4.61%.
Where a savings bank would be
obliged to make provision for
Federal taxes on income derived
from further additions to its mort-
gage portfolio, a preference for
equities would be plausible be-
cause a 4% mortgage loan in that
case would give a return of less
‘than 2% after taxes. The same
reasoning would hold true, of
.course, for additional government
bond investments which, bought
at ‘'a yield of say 2.60%, would

Continued on page 24
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~ Current Economic Trends

By ADAM GOSTOMSKI*
Economist, Moody’s Investors Service

Pointing out both business and investors have been living in
fear of a breakdown, because of awareness familiar economic
laws are being violated, Mr. Gostomski lists among these fears:
(1) fear of inflation; (2) fear of recession; and (3) fear of
long-term change. Says, despite let-up in inflation, it is still
a long-term problem. Holds there is no immediate threat of
general recession and, when it comes, it will not be serious
or prolonged. Forecasts favorable long-term outlook.

In thinking about what I might ditions and risk of war, we cannot
most usefully say to you today write off inflation as a long-term
regarding the current economic problem. The awakening of’ @he
trends, I was struck by something teeming masses of Asia and Africa

I read in the
recent book
on Capitalism
by Prof. Gal-
braith of Har-
vard, Perhaps
many of you
have read his
book; if  so,
forgive me for
repeating his
point. e sets
out by re-
marking that
the aerody-
namics and - v
wing - loading ,Adam Gostomski
of the bumble- ! :
bee are said to be such that, in
principal, it cannot fly. But it does
fly. And Prof. Galbraith says that
if the bumblebee is aware that,
in flying, it is.violating the laws
of physics and aerodynamics, it
must live in a constant fear of a
crackup. Similarly, he says, Amer-
ican business has been living in a
state of fear of an impending
breakdown because it has beep
aware that old familiar economic
laws were being broken.

What is true of business is also
true of investors. Many of them
live in a state of constant anxie!;y.
So I would like to byild my dis-
cussion of the economic outlook
rround investors’ fears. Especially
i.ree fears which have been
dominant:

(1) Fear of Inflation

(2) Fear of Recession

(3) Fear of Long-Term Change

Inflation Fear

First, as to fear of inflation. It
isn’t nearly as acute now as it
was a year ago. The government,
too, seems to have changed its
- mind about it and has begun to
1lift or relax controls. People are
talking about surpluses instead of
shortages.

This is what should make one

feel a bit cautious. There is the-

possibility that this turn-about is
being overdone, just as the fear of
inflation was overdone a year ago,
When the fear of inflation was the
strongest, that was the point when
commodity prices started turning
downward. Maybe commodity
" prices are near bottom now, at
least for a while.
{ You see, businessmen formulate
their conclusions about demand
and supply largely on the basis
of orders they receive. After
Korea, new orders were way. up.
Now they are way down. But ac-
tual consumption has been com-
paratively steady right along. One
of these days, new orders will
turn up again.
: 'Then there is the steel situation.
Wages are bound to go up and
following. that prices of many
things made of steel too. Steel
prices have been lagging some-
what behind general prices and
are entitled to some adjustment.
On the whole, the kind of labor
situation we have is long-term in-
flationary, especially that annual
adjustment for productivity which
is being written into more and
more labor contracts. And as long
as we have unsettled world con-

*A talk by Mr. Gostomski before the.

Corporate . Fiduciaries Association, Bos-
ton, Mass.,, May 13, 1952.

to the possibility of a higher
standard of living means that the
world will be competing more
actively with us for the supply of
raw materials, which is not un-
limited, at least at this level of
costs.

But I think you would be right
in assuming that the acute phase
of inflation is finished. The threat
of major war has not materialized,
and we have greatly enlarged our
production capacity. Last year,
manufacturing capacity increased
8% over 1950 and this year will
gain another 10%. The percentage
of capacity utilized at the end of
this year will be something like
83 as compared to 87 last year
and 92 in 1948.

With costs still high and quite
rigid, and prices levelling off,
there is developing a squeeze on
profit margins and there are
doubts about future expansion
plans of business. This brings me
to the second of the fears, fear of
recession,

Fear of Recession

Now, I am not going to make
any definite predictions about the
next general recession—just when
it may come or how long it may
last. I will merely try to outline
some of the main features of such
a recession—what would be some
of its tendencies and counter-ten-
dencies.

I am going to begin with two
broad conclusions:

(1) A general recession is not
an immediate threat,

(2) When it comes, it will not
be too serious or prolonged.

Why is a general recession not
an immediate threat? In order to
see that, let us analyze where we
stand. I am going to use as my
yardstick of measurements the
FRB index of industrial produc-
tion. Total production, aside from
strikes, is now about 220 points.
Out of this total 220, approxi-
mately 35 points represents mili-
tary production. In addition, close
to 10 points may be said to repre-
sent materials and equipment for
the defense plants which, while
privately financed, are more
strictly for military purposes. This
would leave about 175 points for
civilian production proper, On a
per capita basis, this is about the
same as for 1949, a year of mild
recession.

Another thing: Production of
consumers goods for civilians, that
is, excluding consumers goods
bought for the Armed Forces, is
now bélow actual consumption as
measured by consumer expendi-
tures for goods. That is only
proper, because this is the only
way in which inventories can be
reduced. They are being reduced,
and if consumer buying holds up
at this level, they should be rela-
tively normal in another couple
of months. By now consumers
have paid off most of the install-
ment debfs they contracted soon
after Korea. It is the repayments
that made savings look so high
last year. Now, with controls off,
buying on credit will rise again,
though more moderately.

. You can see in the rate of some
individual industries that while

production could, of course, de-
cline it could not decline very far
from these levels. Take for in-
stance automobiles. At about four
million cars a year rate, they are
not very far from a normal re-
placement level. At this rate, pro-
duction is about 9% of registra-
tions. This compares with a 15~
year average of 12% and with 8%
in the 1938 recession.

Because of recent material re-
strictions, as well as recession in
demand, production of other dur-
able consumers goods is also on
the low side. It is lower in the
aggregate than in 1949 and lower
in relation to consumer incomes
than normal relationships would
indicate,

Residential construction is also
restrained, because of high down-
payment requirements.

You can see from this review
that it would be difficult to knock
general business very far under
this level soon. In effect we have
had a recession — in consumers
goods—but under an umbrella of
high defense activity.

Now, military production, even
if appropriations are
somewhat further, should go up
anyway, on the basis of the orders
placed and the work in- process.
In terms of the FRB index, it
should go up at least 10 to 15
points in a year’s time.

Meanwhile business expendi-
tures for plant and equipment, al-
though they may be near peak,
are not likely to go down sharply
but rather gradually. Some of
the big expansion projects, such
as that of electric utilities, won’t
be completed until 1954, And
those projects which had been
held back by materials controls
will be released and will partly
offset the declines in industrial
construction.

At most, the decline in total
plant and equipment expenditures
over the next 12 to 18 months
might be the equivalent of, say,
five points of the total production
index. It will be more than offset
by rising military output.

This background suggests that
perhaps after some further small
decline into the summer, business
in general will be ready for at
least a moderate upturn which
may last into sometime in 1953.

"Whether after that we will be

ready to go into a general reces-
sion, it is too early to say. I would
guess that 1953 could still be a
reasonably good year. After that
some new factors may come to
light which could conceivably
make the outlook better than it
now looks. A truce in Korea, if
it should come, probably would
not alter the situation appre-
ciably.

My second conclusion is that a
general recession, when it comes,
will not be too serious or pro-
longed. Here are some of the
reasons:

(1) Even after the péak of the
defense effort is passed, the mil-
itary establishment will remain
large and will be providing sup-
port to the economy with expend-
itures not a great deal below the
present. A rate of $40-$45 billion
a year is considered a minimum,
and this is close to the recent rate,

(2) If consumer buying and
production of consumers goods re-
main moderate, as recently, it will
be difficult to depress them very
seriously. While wage incomes
and business profits would decline,
the total consumer income would
be more stable, Accumulated sav-
ings are high.

(3) As soon as unemployment
rose above 4 million or so, there
would be strong pressure to stim-
ulate business by tax reductions
and other means. It is difficult to
imagine unemployment averaging
more than 5 to 6 million in such a
recession. The country wouldn’t
stand for more. In 1949, it aver-
aged 3.4 million and did not ex-

Continued on page 32
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From Washington
Ahead of the News

By CARLISLE BARGERON

Ever since Mr. Truman’s 1948 victory there has been a growing
admiration for him, among editors and apparently among the gen-
eral public, as a_master politician. He, himself, makes no effort
to disguise his pride in his ability in this respect. Intimates say
he makes no claim to statesmanship, he has
frequently said publicly that there are‘thou-
sandg of others better fitted for the Presidency
than he. But on the matter of politics, the abil-
ity to get votes, he takes off his hat to none.

The editors refer to his famous whistle-
stop campaign of 1948 and view an expected
similar campaign this year with healthy re-
spect, Many of them will tell you privately
that in the final analysis he will be drafted in
July, make another one of these campaigns
and win. They are inclined to chuckle about
it. “You've got to hand it to the little fellow,”
they will say.

To have a better understanding of just
what type of ability is gaining the admiration of
so many people, consider his speech on Monday
to the Electric Consumers Conference, but first -
a word about the Electric Consumers Conference, It is a sounding
board for the Public Power crowd of which the most effective
lobby is the National Association of Rural Electric Co-ops. This
is the brain-child of a former Arkansas Congressman, Clyde Ellis,
an organizing genius who got the idea in World War II that the
myriad electric co-ops around the country should be knitted to-
gether to get copper wire and handle their other kindred prob-
lems. He now collects a meter charge from some 800,000 co-op
members in the country and has developed his organization into an
avowed lobby for public power throughout the country. Co-spon-
i})r_ing the consumers’ conference was the leftist National Farmers*

nion,

Anyway, before this group Mr. Truman made a typical whistle=
stop speech and it is this type of speech, this type of campaigning
that has gained considerable admiration from the American people.

Mr, Truman said the private utility lobbyists are arming ta
destroy public power, they are swarming all over the Capitol, inte
Congressmen’s offices and into the committee rooms. They are
spending money lavishly in magazine ads and this money is com=-
ing from the consumers of electricity and from the taxpayers,
because they deduct these expenditures from their taxable income.

The only truth in Mr. Truman’s statements is that five New
York power companies are seeking the authority to develop the
increased power that is to be taken from Niagara Falls just as one
for more than 50 years has been developing power there. Mr. Tru-
man wants the Federal Government to control this power along
with that from the plant in the International Rapids that would be
built in the St. Lawrence waterway project. I know of no single
power company or any group of power companies that is doing
anything against the St. Lawrence project except for an occasional
speech which the President of the Rochester Gas and Electric Co.
makes, The ads of which Mr. Truman complains are typical insti=
tutional ads.

The only power lobLyists in Washington which thosé of us
who get around the Capitol know anything about are the President
of the National Association of Electric Companies, and his assist-
ant. Neither the St. Lawrence project nor that at Niagara Falls is
part of the Association’s program; it has no policy on them. The
Association is directing its efforts against the further encroachment
of the government into the power business, a general proposition
on which the hundreds of power companies see eye to eye and it is
only on such a general proposition that they do see eye to eye.
There are member companies that would not permit the Associa=-
tion to take any part in the Niagara or St. Lawrence fights.

Yet Mr. Truman blithely holds forth on the monstrous power
lobby that, if it were not for him, would eat away the substance
of our people. This is not educational, it is not by way of improv—
ing the minds of the people, of informing them of national prob-
lems. It is the harangue that we used to get from candidates for
municipal offices. Only in recent years has it become the successful
vehicle of candidates for high office, particularly that of the Presi-
dency. Yet we have become so cynical that we laugh it off, attrib~
ute it to politics and express admiration for a President who is
adept at this sort of stuff. In his speech to the consumers’ group,
Mr. Truman expressed indignation at the “power lobby” for appeal~
ing not to the people’s reason but to their emotions. Ye gads! ’

It was this same type of campaigning with which Mr. Truman
won the election of 1948. His catch phrase in that campaign was
Wall Street, iniquitous Wall Street.

To my mind, it is nothing to laugh about. How seriously are
we to take a man with such a reckless disregard for the facts when
he tells us about Korea, about Europe? What stock should we put
in his warning that if the mutual security appropriation is reduced
we will be in dire peril of Stalin? How seriously are we to take
him when he says anything?

Carlisle Bargeron

New Reynolds Office

CHICAGO HEIGHTS, Ill. Rey-
nolds & Co., members of the New
York Stock Exchange, on May 16
opened a new sales office in the
First National Bank Building
under the direction of Robert F.
Shields, registered representative.

Chicago Analysts to Hear

CHICAGO, lll.—Joseph A. Mar-
tino, President of National Lead
Company, will address the Invest-
ment Analysts Club of Chicago at
their luncheon meeting May 22, at.
12:15 p.m. in the Georgian Room,
Carson Pirie Scott & Co,
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‘Objections to Preferred
~ Mock Issues by Banks

By E. S. KLISE

Associate Professor of Economics, Miami University,
Oxford, Ohio

After contending there is now no need for additional banking

capital, Professor Klise argues

against resort by banks to pre-

ferred stock issues on grounds that: (1) it would not benefit
present stockholders, but might prove:disastrous to them in

case of earnings decline; (2)

it would erect a risky capital

“structure for banks; and (3) it would not add to bank reserves.

It has been recently proposed
by a number of persons interested
in bank stocks that banks should
now be encouraged to issue pre-
ferred stock.

The argu-
ments of these
advocates run
along these
lines. Because
of low bank
earnings, bank
shares are
generally sell-
ing at a dis-
count. Mer-
gers, sales,
and liquida-
tion are ' en-
couraged,
since by such
means stock-
holders are in ‘a better position
to recover the book value of their
holdings. Banks are discouraged
from increasing their capital, for
new. common stock can be sold
only at a discount corresponding
to the market value of the com-
mon stock outstanding. However,
to sell new common at a discount
involves a dilution of the equity
of the old stockholders. If, later,
earnings improve, the old stock-
holders must share the gain on
an equal basis with the later
buyers, who purchased their stock
at less than book value. Or if
a merger should finally take
place, the old. stockholders will
receive less than if the new com-
mon had not been sold. This in-
equitable treatment of present
stockholders would be avoided
and encouragement provided for
banks to increase their capital if
banking authorities would permit
the banks to issue preferred
stock.

The argument is correct so far
~as it goes. No doubt the holder
of a stock with a book value of,
say $125, loses something when
someone else is permitted to ac-
quire, for perhaps $100, the same
rights with respect to earnings
and liquidation valu2e.. But this
does not prove that the issuance
of preferred stock should be en-
couraged. The alternative to the
loss mentioned above is. a pbhs-
sible much greater loss, througs.
the issue of preferred. It seems
doubtful that many banks would
care to issue preferred even if
they were encouraged to do so
by the banking authorities.

E. S. Klise

Is More Capital Needed?

«In the first place, it is far from
clear that the banking system as
a whole needs a great deal more
capital. The capital-deposit ratio
declined sharply during the war
years as a result of the great
increase in deposits caused by
bank purchases of government
securities. But from the banks’
conservative policy of reinvest-
ment of earnings the ratio has
been gradually rising in the post-
war years.

Specifically, the question is,
why should capital be increased?

One answer runs to the effect
that stockholders should provide
a more adequate cushion to pro-
tect depositors (and the FDIC)
against a shrinkage in asset value.
There is something to be said for
this point, although taking into
account the quality of bank assets
today and the strength of the
Federal Reserve we perhaps need

not rely so heavily upon nor re-
quire as substantial a capital-
cushion as in the past. ‘The point
is debatable, in any event, but it
was not mentioned by the advo-
cates of bank preferred.
However, it is sometimes also
claimed that more capital is re-
quired to support the growing

: volume of bank business. This is

hardly true, at least in a literal
sense. To support a growing vol-
ume of business, banks need addi-

is by selling stock—to depositors
in other banks. To the extent that
banks sell to their own depositors,
they merely reduce their deposits,
hence lower their reserve require-
ments. And if banks generally are
selling stock—whether common or
preferred—there is, of course, no
net gain in reserves. All that has
been accomplished is that the
banks have reduced their deposit
liabilities.

There is frequently confusion
with respect to what a single
bank can do and what all the
banks together can do. If only
a few banks need to acquire more

reserves, the sale of additional

stock is one way—though not the
most direct way—to secure them.
But if banks generally need more
reserves to support an increased
volume of loans and deposits,
they cannot get them simply by
selling stock. All it amounts to
is raiding the reserves of their
competitors, and when all are
playing the game there is no net
increase in reserves for the banks
as a whole. If we decide that
nearly all banks need added re-
serves, we cannot expect stock
sales to provide them.

A simpler way for the banks
to gain reserves is by selling se-
curities to the Federal Reserve.
This they have been doing, and
this they can continue to do so
long as the Federal Reserve
stands ready to buy their govern-
ment securities or to discount
other paper.

Total capital invested in bank
stocks -runs around $10 billion.
By contrast, the commercial banks
hold over $50 billion of govern-
ment securities, not to mention
billions of dollars of other paper
which could be converted to re-
serves at the Federal. B Banks
simply do not need to sell stock
in order to carry on a larger
volume of operations, as was
clearly shown by the enormous
expansion of bank loans during
the war.

Question of Adequacy of
Bank Capital

On this question of the ade-
quacy of bank capital, it has
sometimes been argued that the
low earnings are, in fact, clear
evidence that bank capital is ex-
cessive, and that the economy
would get along quite well even
if some of our banking activities
were curtailed. Whether or not
one agrees with this position, he
is likely to feel it raises a ques-
tion of fundamental importance.

For if bank capital is excessive,
then, according to the rules of
free competition and free enter-
prise, there should be a gradual
decline in bank capital, and a
transfer of funds to other fields
where they are in greater demand.

On the other hand, if the needs

of the economy require the main-
tenance or expansion of present
banking activity, then bank earn-
ings should be permitted to rise.
This may require tax revision as
well as an overhauling of bank
policy and perhaps of banking
regulations. But one way or an-
other, there must be an improve-
ment in earnings.. Bank stocks
would then no longer stand at a
discount, and new capital, if re-
quired, could easily and equitably
be provided through sale of com-
mon stock.

Preferred Stock Not the Answer

So much for the first point.

Now suppose we agree that
banks do need more owner-capital
as a buffer between depositors
and a decline in asset values, It
still appears doubtful that pre-
ferred stock should be the security
offered.

For it is easy to exaggerate the
injustice to the old stockholder
resulting from an increase in the
common. It should be remem-
bered that he has the right to
buy the new stock himself, and
to the extent that he does so he
can avoid any dilution of his
equity. It is only to the. extent
‘that new stockholders enter the
picture that the proportionate
shares of the old stockholders are,
as a whole, affected adversely.

Here we come to the heart of
the matter. When any business is
unable to show satisfactory earn-
ings- on invested capital, the
stockholders are bound to be hurt,
one. way or another. But what
causes the trouble is, basically,
the depressed earnings, and not
the type of securities with which
the company attempts to strength-
en its financial position. The
financial world is littered with
the wrecks of companies which
followed just the policy  under
discussion. To avoid . “giving
away” any of the stockholders’
equity, management issued pre-
ferred or bonds. The argument
was the same: “When earnings
permit, we.may retire these se-
curities and once more have un-
disputed ownership.” What hap-
pened when earnings did not pick
up?

In support of this proposal for
bank preferred, no reason has
been offered for the banks to
believe that present low earn-
ings will soon, or ever, rise. Yet
that is the crux of the discussion.

If earnings recover in a year

or two, banks which now issue

preferred would be better off
than if they had issued common.
For, as has been pointed out,
management might then retire the
preferred and the equity of the
common stockholders would have
been impaired. (There would ap-
pear to be some doubt, however,
that the best interests of the com-
mon _stockholders would really
best be served by retirement of
preferred at such a time. Cer-
tainly it would be in exactly such
a period that the earnings on the
common would be most increased
bz the leverage action of the pre-
ferred.)

But suppose earnings.do not
recover. True, banks’ assets are
more' liquid than those of other
corporations, and management
could still retire the preferred by
disposing of sufficient assets. But
how would this have solved any
problems? Let’s look at this more
closely.

If we agree that added capital
is required to protect depositors
against a decline in market value
of assets, then how can we feel
the holder of common stock is
benefited by the issuance of pre-
ferred? Here is the dilemma. If
assets are regarded as unlikely to
depreciate, .then an increase in
capital is unnecessary. Essentially,
asset-stability would mean a con-
tinuance of low interest rates,
and presumably of low earnings.
The cure for this condition is less
capital, rather than more, in pro-
portion to assets.

If assets do decline in value,
then it is the holders of common
who must absorb the loss. The
more preferred that has been is-
sued and the more assets that are
held, the greater the burden im-
posed upon the common by any
market decline. In the event of a
really serious drop in asset values,
the holders of common - stock
might see their equity fall to zero,
while the preferred still retained
its par value. If added capital
had instead been raised by the
sale of common, the original
stockholders would continue to
share in whatever might be left
over above the claims of the de-
positors, whether we are thinking
in terms of liouidation, merger, or
book and market value as a going
concern, .

In short, while under certain
circumstances the sale of preferred

might prove advantageous to the
holders of common stock, under
other circumstances it might prove
disastrous. There is always a risk
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to the common involved in set-
ting up prior claims on earnings
and assets, and present conditions
do not provide any exception.

The traditional use for pre-
ferred has been as a device for
providing leverage. If a company
can earn 7% and. can sell pre-
ferred to yield 5%, the common
stock benefits from the use of the
added funds. But when the point
is precisely that earnings are
depressed, then it is difficult to
understand why an issue of pre-
ferred would ever be considered.
The lower go earnings, the more
heavily penalized is the common
stock. It is exactly in a period
when earnings are low that an
issue of preferred should be least
welcome to holders of bank stock,
quite apart from what the regu-
lating authorities might say.

To repeat, it is only if earnings
should improve that holders of
commen would find that present
sales of preferred, rather than ad-
ditional common, had been to
their advantage. It seems doubt-
ful that many stockholders would
find such a gamble to be appeal-
ing. ‘It’s' too much like marrying
a man in the hope he will reform.
The basic requirement is to work
toward lowering bank taxes and
in other ways raising bank earn-
ings. The erection of risky capi-
tal structures would not be a
forward step in banking nor
would it get at the real cause of
the trouble.

Vilas & Hickey fo
Admit Boutelle to Firm

Vilas & Hickey, 49 Wall Street,
New York City, members of the
New York Stock Exchange, will
admit Franklyn Boutelle to part-
nership in the firm on June 1.
Mr. Boutelle has been a partnef-
in Burton, Cluett & Dana. .

, Merrill Lynch Adds

(Special to THE FINaNCIAL CHRONICLE)

BOSTON, Mass.— Chester H.
Graves has been added to the staff
of Merrill Lynch, Pierce, Fenner
& Beane, 10 Post Office Square.

With Schirmer, Atherton

(Special to THE FINANCIAL CHRONICLE)
BOSTON, Mass. — Elmer M.
Greenhalgh is with Schirmer,
Atkerton & Co., 50 Congress
Street, members of the New York

and Boston Stock Exchanges.

GREGORY & SON

INCORPORATED

STERN BROTHERS & CO.

May 22, 1952

THOMAS & COMPANY ASPDEN, ROBINSON & CO.
MULLANEY, WELLS & COMPANY

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

$10,000,000
Iowa Power and Light Company
First Mortgage Bonds, 314% Series due 1982

Dated May 15, 1952

Price 101.93% and accrued interest

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

HALSEY, STUART & CO. Inc.'

DICK & MERLE-SMITH L.F.ROTHSCHILD & CO. AUCHINCLOSS, PARKER & REDPATH
WM. E. POLLOCK & CO., INC.

IRA HAUPT & CO.
COURTS & CO:

FIRST OF [CWA CORPORATION
PATTERSON, COPELAND & KENDALL, INC.

Due May 15, 1982

HELLER, BRUCE & CO.
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Continued from page 4

Property Insurance

Companies’ Prospecls

of business written by property
companies are the casualty lines
other than automobile liability and
property damage, which now total
nearly $2 billion or about the same
annual  premium volume as the
variety of coverages we call the
“fire lines.”

The fourth broad segment in
termns of premium volume are
those coverages which are classi-
fied as marine. We refer to “wet
marine” as being the indemnities
written for hulls and cargoes trans-
ported by water, and “dry ma-
rine,” being the inland transpor-
tation, personal property floater
and other special classes that do
not classify in the other categories.

A Forecast of Fire Insurance
Developments

With this background as re-
spects the economic importance of
the property insurance business
we can approach the announced
subject of “The Outlook for ‘Fire’,”

" with d relative degree of simplic-
ity. In a sense the forecast is a
*elatlve]y easy one, since the out-
look is based upon economic fun-
damentals.

While exact figures are not
available, I have reliable estimates
prepared by a competent author-
ity that indicate the amount ‘of
straight fire risks written in this
vountry: Starting at a point most
of us remember, 1929 and the
carly '30s, the properties covered
sor fire had an insured value of
About $65 billion. At the time the

war ended this figure was over

3100 billion and as a result of the
Joatwdr, inflation the figure is
‘oow well over $200 billion.

This increase in the value of
risks underwritten of about three
“imes correlates to the Department
of Commerce sales of all indus-
‘ries which were about $138 bil-
“ien in 1929 and over $420 billion
in 1950, again- a three-fold in-
crease. '

Another fact supporting the in-
crease of fire risks underwritten
‘s the Department of Commerce
Figure on the value of new con-
truction, publie, private, and
inaintenance and repairs. During
the six-year period 1946-1950 the
Loj;al value was about $156 billion.

The industry basically sells only
one product, namely protection.
'Che insurance econtract provides
e vital protection for the values
created by the ventures of a free
zconomy. It therefore provides an
smportant pillar of support to the
ianking business. As underwriters
«iad investment bankers you know
shat your due .diligent. research
vequires a careful examination of
he insurance protection carried
iy every project you propose to
rinderwrite.

'You have seen our great bridges
aver San Francisco Bay and you
r0ay remember the consterhation
wutfered by many investors and
~westment bankers some: years

140 when the Tacoma Narrows
sridge went down in a violent
torm, Yet in that case, as with
»ir Bay bridges, the bondholder
128 the constant assurance that

15 .investment is secured by in-
3 trance protection.

Tte shareholders of Monsanto
r-hremical Company scarcely noted
<1 the annual result the tremen-

«rus loss suffered by that com-
sJ40y as a result of the Texas City

.tsaster,  The protection of the
wsurance contract again provided
2'e funds to rebuild, and the use
audd occupancy cover restored the
-xormal operating profit that other-
»ise would have been lost.

Such examples could be recited
s lengthi, but my point is probably
ecfa bhshed in the mind of each
2L you by some individual occur-

rence with which you have had
intimate contact. Fire or casualty
insurance is unlike life insurance
in this respect. I have collected
several times on my property pol-
icies, hut my life insurance wlll
never do.me any good.

Factors-in_ Growth of Property

Since insurance is s0 mtlmately
connected with our individual
lives and with every venture in
our economic life and progress, it
follows that the property insur-
ance industry must grow in direct
proportion to .the growth: of in-
surable values and the increase
in population. As quick reference
will illustrate this point. In the
10 years between 1950 and 1960
we will have an increase in popu-
sation ‘of  children  between the
ages of 5 and 14 of between 10
million and 11 million. In other
words we are going ‘to have fo
provide in our elementary school
system for this added population.
Immediately afterward these
larger numbers  of children are
going to-be moving into the high
school - systems, - ultimately into
college and finally into family
formations. .

At the other end of the life
cycle -we are all going to live
longer. We as investors like John-
son & ‘Johnson because of the
high birth rate and increased sales
of baby powder; we like the drug
shares because of the magic things
they do to make people healthier
end to live longer. But did you
ever stop to consider the fact that
the more habies that are born, the
more schools that have to be buxlt

'the more family units formed and

the longer we live, we need more
and longer insurance protection
than ever hefore.

You are all economists in a
sense and are of a statistical turn
of mind, therefore using your own
forecasts and projection of eco-
nomic trends you can. détermine
perhaps better than I your own
estimate of the future. However,
if we can assume that the funda-,
mentals of the past will prevail
in the future; we can assume that
the insurance industry is certain
to enjoy a steady if not dynamic
-cng-term growtn, contributed to
in part by the increase in popula-
tion and the great increase of in-
curable values to be expected in
the future. Personally I am”op-
timistic as respects the long-term
trend. Our standard of living will
show steady 1mprovement as a
result. of the technological ad-
vances-that are constantly occur-
ring and at an accelerated‘ rate m
every field of endeavor.

New and Improved Coverages

Another important fundamentali

is that the industry itself is con-
stantly developing new and im-
proved forms of insurance cover-
age. In this connection we are
approaching the end ‘of the time-
when we can meet in a forum such
as this and discuss the outlook for
the industry along the lines of
fire companies| and casualty com-
panies. As recently as 1943 the
segregatmn was almost complete,
but since that time legislation has
been passed in all the states ex-
cept Arizona and Ohio permitting
one company to write all lines of
business on a full multiple line
basis. It is in this fact that we
hdve another.of the most funda-
mentally important considerations
bearing «uncn the outlook for the
industry. Extreme changes will .
not occur overnight, since it will
take time to effect the transition,
but I can assure you that it is go-
ing on all the time, Each fire
company or casualty company can
now become a fire-and-casualty,

ALabeled “fxre ” “easualty,”

or so-called multiple™ line~com-
pany and write all kinds of insur-
ance each could write before. The

. inaustry is constantly ‘adjusting

itseif internally, fitting ~existing
types of policies to the multiple
ine program, and is continually
conducting research for tne de-
velopment of new policies which
are not limited by the compart-
ments of fire and casualty. The
so-cailed multivle peril package
policies provide indemnity against
any combination of insurable per-
ils for which research supports
the fact that there is. a market,
regardless of whether these perils
ere now in a group common]y
‘in-
land marine.” Ullimately those of
vou who are householders should
be e2ble to buy one policy at a
~ingle prémium whicah may pack-
age several policies you now own.
Conceivably this will encompass
your fire, theft, comprehensive
personal liability, personal prop-
erty floater and possibly others.

When existing coverages are
packaged into.one policy it is pos-
sible to broaden the protection to
include other and equally insur-
able hazards that are not now
generally available. The trend to-
ward multiple peril underwriting
will not change or eliminate pres-
ent policies. The buyer of insur-
enze will still be able to buy any
of these separate coverages that
he may want. They, in effect, will
cupplement rather than replace
the existing structure.

Ycu have all heard reference to
the so -called deductible forms
which are designed to provide
protection for the very large risks.
fiome years ago many large cor-
porations considered it economic
to go ‘the route of self-insurance
by setting up insurance reserve
zccounts and in effect paying their
own losses. The inflationary trend
of recent years has  materially
changed this situation to the point
where few corporations today can
provide their own indemnity for
the enormously increased values
that have occurred. They are still
willing and able to absorb the
smaller losses but they need more
than ever before protection against
the large or ‘the so-talled catas-
trophe loss. Within the past two
years several very large industrial
corporations have come back into
the insurance market for an ex-
cess of loss cover. One such com-
pany had- for many .years been a
celf-insurer, but because of the
enormousty increased replacemen
cost cf physical plant and equip-
ment, an annual premium of about

$800 000 . has come back to the °

capital stock insurance companies.

More Insurance Education,
Needed

If any of you have had occasion
recently to review your own situ-
ation you can readily appreciate
the fact that a tremendous. edu-

cational job remains to be done by

the insurance industry to teach

the assureds the merit and advan- °

tages. of insuring to value under
oresent inflated conditions. While
total premiums written have |in-
creased more than three-fold since
1939, T am sure that we have inot
smatched the surface as respects
full insurance to value. The great
Eastern windstorm in November

3
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You may all have seen the tabu-
lation in the April National City
“Bank Letter” which recorded the
net income of leading corporations
for the years 1950 and 1951, cov-
ering more than 3,400 corporations
engaged in all types of industries.
The' tabulation- reports a percent
return on net aszets of 114% in
1951  compared to 13.4% in 1950.
Tne comparative return of 66 fire
and casualty insurance-companies
was 5.7% in 1951 and 7,9% in 1950.
It is characteristic of the insur-
ance industry, because of the de-
gree of stability inherent in the
business, to-earn a lesser rate of
return during periods of prosper-
ity than the average of industry
generally. However, this point
muct receive the continuing con-
sideration of the regulatory au-
ihorities, meaning the insurance
commissioners of the various
states, because of ‘the responsibil-
ity they have to maintain a rate
structure which will not only in~
sure the solvency and the ability
of insurence companies to meet
their obligations, but to provide
rates that will produce a return
romparable with other industries.
They also have the obligation to
preserve investor interest and pro-
vide earnings that will attract
capital to this essential business.

The fire insurance rating for-
mula provides that rates on a
given class of risk within a rating
territory, a state for example, must
over an average period of time
produce an underwriting profit. If
prefits on a given class become
excessive, rates must be reduced,
and conversely, if adverse experi-
ence in that class produces a neg-
ligible profit or a loss for a-period
of time, the rate shall be increased.

This does not. mean that poor
underwriting of unsound risks will
be subsidized or that skillful un-
derwriting and careful selection
will be penalized, but only that
on the basis of aggregates and av-
erages of large numbers that the
class rate should always be set at
a figure to wroduce an average
overall moderate underwriting
profit.

. The philosophy supportirg this
rate-meaking procedure is that it
is in tre public interest for the
property insurance industry to se-
cure rates that will produce ade-
quate ‘reserves and capital and
surplus of sufficient strength to
assure at all times and under all
cenditions that {funds will be avail-
able with which to pay losses. To

t this must be added the interest of

investors in faxr and adequate net
earnings.

During the recent spiral of in-
flation this fundamental fact has
become obrcure at times. Investors
in regulated industries, whether
public utilities, railroads or insur-
ance, have had reason to be impa-
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tient during recent years with the
sometimes cumbersome processes
of rate making.

Over the years the industry has
produced a .relatively steady but
moderate average underwriting

" profit that has by traditional prac-

vice been plowed back -and in-
vested to provide a growing sur-
plus as increased protection for
the " policyholder and a greater
equity for the sharelolder.

The investment of these capital
and surplus funds as well as re-
rerves has produced a, continually
increasing investment income,
Shareholders of insurance compa-
nies have received t..eir-dividends
irom this investment income seg-~
ment. The enviable record of the
industry for continuity of pay-
ments and periodic increases is
too well known to_require com-
ment. It might be added, how-
ever, that some years ago it was
traditional practice to pay out to
shareholders about 75% of invest-
ment earnings and add the balance
to underwriting gains in order to
finance the steady growth of pre-
mium volume, However, with the
advent of inflationary considera-
tions and the consequent sharp .
increase in premiums and reserve.
requirements it has been necessary,
and desirable for most companies
to retain a larger share with the
result that the average payment
is currently in the 50-60% range;
- Once we enter an area of sta-
bility or some deflation it is to be
cxpected that dividends distribu~
tions in the order of 75% -will
again be restored. :

It seems to me that on the basis:
of these considerations that'the
cutlook for the proverty insurance
industry could be summarized as
follows:

(1) A continual and steady 1f
not dynamic growth in premlum
volume,

(2) In the public interest the
industry will continue to improve
its only product—protection. ;

(3) That its shareholders will
continue to enjoy, as they have in;
the past, a steady growth in equxty’
value and dividend income.

Milwaukee Bond
Club Annual Quling

MILWAUKEE, Wis.—The Mil~
waukee Bond Club will hold its
annual outing on Friday, June 13
at Oconomowoc. Guast fee is $10;
and further information may be
obtained from Parris Lewis, Gen=
eral Chairman, J. P. Lewis & Co.

Golf is in charge of George
Struck, The Milwaukee Co:, and
William = Bosse, - Loewi & Co.;:
baseball, Lyle W. Hamann, Cen-
tral Republic Co. and Thomas H.
Twitchell, Jr., B. C. Ziegler & Co.;
cards, F'. A. Newton, Loewi & Co.

to serve for the ensuing year:

1950 has now been recmded asithe =

greatest insurance loss since !the
San Francisco fire in 1906. Yet I
do not fear contradiction in |the
statement that the uninsured locses
were equal to those that were in-
sured.

Another consideration is the out—
look.for profits. In this -essential
censideration insurance dif’ers

from all other forirs of industry.

In the public interest. legislation
has been ,brovided that in effect
dictates that dinsurance rates must
‘not-be excessive, they must not be
unfairly discriminatory but they
must be adequate—adequate to
maintain the solvency of the com-
n=ny and the integrity of the con-
tract.

Robert V. Wehrheim
Robinson & Co.,

Ellwood S. Robinson

Phila, Municipal Men Elect Officers

PHILADELPHIA, Pa—Robert V. Wehrheim, Assistant Vice-;
President of The Philadelphia National Bank, was elected Presideni
of the: Municipal Bond Club of Philadelphia. Other-officers elected

Ellwood S.- Robinson- of Aspden,

James W. Heward

Vice-President; James W. Heward of Butcher &.

Sherrerd, Treasurer; Edward B. Stokes of Stokes & Co., Secretary. *
The following were also elected to serve on the Board of Gov-
ernors: J. Brooks Diver, Mackey, Dunn & Co., Inc.; Mickael J. Radolpa

of Stroud & Co.,
Townsend, Crouter & Bodine.

Inc. and William H. Hobson, Jr. of DeHaven &
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Columbia Warns of Inflation as -

Serious Worldwide Problem

American Assembly’s four-day conference, sponsored by

Columbia University, expleres inflation’s, causes and cures in -

tae lizht of government spending, public debt management, .

- mone.ary and credt policy, price and wage controls; produe-

{ivity, and international monetary exchangeability. . Maintains

inflation threats continue, and failure to deal with them could
mean defeat of civilization.

The 'second American Assembly
on Inflation, sponsored by Co-
lumbia University, met at Harri-
man, N. Y., from May 18 to
May 22, and at the conclusion of
three round table discussions is-

" sued a statement of conclusions of
“their discussions. The full text of
_ the statement follows;

Statement of the conclusions
of t.e discussions of the three
round tables at the second

. American Assembly on Infla-

. tion, May 18-22, as drafted by

. the executive committee and

. presented to the second Assem-
bly for approval May 22.

While the three round tables
approached the subject of infla-
tion in different ways, they
reached substantial areas of
agreement regarding causes and
cures. In the following state-

. ment of conclusions, note is

. taken of areas of disagreement,

. and of specific recommenda~

.. tions endorsed by an individual

. round table, which are mnot

. mecessarily endorsed and which
in some cases were opposed by
the others, .

Threat of Inflation

(1) The American Assembly
holds that inflation is a continu-
~ous and serious threat to the sta-
- bility of the American economy
“and to the security of the entire

* Western” world." Inflation results’

in an unjust redistribution of in-

‘come and wealth, stimulates class

- conflict, encourages a wasteful
‘use of resources, and saps social
- and economic strength.

(2) Despite the current lull in
consumer spending, underlying in-

- flationary pressures remain. They
- result primarily from the demands
. upon -our economy, arising from
: the conflict between the totalitar-
- ian -world and the freedom-loving
: nations of the West. The threat of

- inflation requires continuous re-.

-appraisal of our national 'policies
-and our means of carrying them
. out.

(3) The longer. inflation .goes
on,
stability. - The present period of
relative ease is a good time to
. take stock. The Assembly agreed
-that there was no single, simple
,answer to the problem of infla-
.tion. Like many crucial problems
of our time, it must be dealt with
.day by day through sound public
policies courageously carried out.
"It is the responsibility of every
individual citizen to acquaint him-
_self with this situation, for only
“through personal - understanding

.can the fight against inflation be

successful.

Influence of Government
Spending

(1) Throughout history the
‘ greatest single cause of inflation
has been huge government spend-
_ing, accompanied by unbalanced
budgets generally caused by war
“conditions. There was common
‘agreemenrt ‘that a serious infla-
‘tionary threat at the present time
"is the prospective deficit in the
federal budget. :

(2) There was also agreement
“that the utmost effort should be
madeé to bring the federal budget
‘into balance. The minimum goal
‘should be to balance cash income
‘and disbursements in the coming
‘fiscal year, This would constitute
an effective and powerful meas-
-ure for combating inflation. It was
the prevailing view that it would
.be most desirable if the budget
~could be balanced through expen-
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“be ' achieved - without

the harder it is to achieve- 0
-fect of the public debt can be

diture reductions. It was gener- .

ally believed that such reductions

could be effected without sacrifice -

or impairment of the defense ef
fort.
Assembly for the view that if ex-
penditure reductions were insuf-

_ticient to balance the budget steps

should be taken to increase tax
revenues.

(3) The Assembly supported the
defense and mutual security pro-
gram, but believed that substan-
tial savings could bé made in the
cost of the program by eliminat-

‘ing waste and increasing the effi-

ciency of each dollar spent.

(4) Control of government ex-
penditures can be improved by
better machinery for Congres-
cional review of. requests for
funds. This is particularly neces-
sary with respect to the present
huge and complicated defense
budget. Thorough .review cannot
adequate
staff assistance. Accordingly, we
recommend that the Committees
of Congress charged with respon-
sibility for the defense budget set
up a permanent joint staff—along
the lines of the joint staff on

_Internal Revenue Taxation — to

work closely with the Department

.of Defense at every stage of the

budgetary process as well as in its
presentation to the Congress.

(5) Support was also expressed
in the Assembly for the use, where
appropriate, of -citizen commis-
sions such as the Commission on
the Executive Branch of the Gov-

‘ernment to review federal budg-

&

etary policies.

(6) One of the three round
tables of The American Assembly
favored the principle that. the
Congress should give closer super-

.vision to, and-place limits upon,

actual expenditures, as distin-
guished from appropriations, in a
given fiscal year. ] .

Public Debt Management:
The round tables concluded that

the large outstanding public debt :

is -a powerful inflationary force,
and held that the inflationary ef-

minimized if the Treasury redi-
rects a larger part of the debt into
the hands of savers and savings
institutions., In its -berrowing op-
erations the Treasury should
strive to attract the savings of in-
dividuals, pension funds and sav-

ings institutions, by offering secu- -

rities and interest rates designed
to accomplish that purpose.

Monetary and Credit Policy

(1) The Federal Keserve Sys-
tem should have primary respon-
sibility  for influencing the cost,
supply and availability of credit.
This responsibility should. be ex-
ercised so as to contribute to

general economic stability. Prin- °
.cipal reliance should at all times

be placed on indirect credit con-

‘trols, such as the rediscount rate

and open-market operations. Se-

-lective credit controls on instal- .

ment financing and mortgage

lending should be used only when .
-essential to supplement indirect

controls. o
(2) Two round tables resolved

that a primary objective -of Fed- -
~eral Reserve policy should be to

preserve. the purchasing power of
the dollar.

(3) In order to avoid any po- ,

tential conflict the American As-
sembly recommended. that the
nolicies of government Jending,

There was support in the -

:the Assembly, shown at Arden House, Harriman Campus of Columbia -
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tial to the success of any anti-
inflationary measures. Conse-
quently, every effort should be
made to improve the understand-
ing of the American people as io
ways and means of dealing with
.this problem. :
Inflation — A World Problem

Inflation is a problem common
to all nations of the Western
World. It arises primarily out ef
the destruction and sacrifices of
the war fought to preserve humaa
liberties, and continues as the re-
sult of the burdiens of the cold
war now being ruthlessly waged
against the freedom-loving na-
tions of the world. Failure to deal
with this problem - successfully
could mean the defeat of civiliza-
tion and the inevitable victory of

¢ .totalitarianism, .

V- S . y
Lewis W. Douglas (left), Chairman of the Naticnal Foucy Isoacd B“Slness Man s
of the American Assembly, and Philip Young, Dean of the Graduate : g
Bookshelf

School of Business of Columbia University and Executive Director of -
Equality and Security — Dean

University, Harriman, New York, at the second American Assembly
held May 18-22, 1952.

Russell—Foundation for Economic

agencies should conform with the
credit policies of the Federal Re-
serve System.

Savings
The Assembly held that savings
are essential in any type of eco-
nomic system. All kinds of sav-
ings, including the repayment of
debt, constitute a powerful de-

‘fense against inflation. The rec-
‘ord-breaking saving achieved by
‘the American people since early
-in 1951 is a demonstration of the
“fact that individual thrift can help
".check inflation,
-recent action in raising the inter-
.est on savings bonds is a step in
.the right direction. It is.desirable
:that interest rates and other terms
-of such bonds be made sufficiently
.attractive. to the individual saver
o avoid further monetization of
.the debt through the sale of gov-

The Treasury’s

-ernment securities to the commer-
-cial banks.

Price and Wage Controls

Direct controls of prices and
wages are at best a supplement to
appropriate fiscal and credit pol-
icies, not an alternative. Direct
controls should be resorted to only

at a time of sudden and extreme °
‘emergency. The prevailing view
.of The American Assembly was

that suspension of the majority of

direct controls is both feasible and

desirable at this time.

‘techniques.

. Education, Inc:; Irvington-on-
Productivity "Hudson, New York — paper — no
A significant contribution to the charge for single copies; quantity
fight against inflation can be1 prices on request. '
made by increases in industria % .
-and agricultural productivity., To KGtﬁttmgCIReady ltjo bll‘{etx;ef
‘this end public policies should - Sathryn Close — Public ald
give every encouragement, espe- Committee, Inc., 22 East 38th
cially in the field of taxation and ' Street, New York 16, N. Y. —
in the development of agricultural ' Paper—a2sc. g
resources in food-deficit countries, *  nstability of Consumer Spend-
to the improvement of production ‘ing, The—Arthur F. Burns—Na.-

c tional Bureau of Economic Re-
An International Monetary search, 1819 Broadway, New Yorl:
. System 23, N. Y.—paper—no charge. .
There was rather general agree- .
ment that, as a conscious object of P (.
policy, an international monetary - Compensations .19‘.”'1950’ Do{fl
: -ments and Statistics Relating {»
system should be re-created sthe’ Varieus Aereements . Dealifcs
whereby currencies will be freely ‘D€ -Variouas Ag ionet
exchangeable and made a more ' With' — .Bank for Internatiora
effective tool in internationalSettlements, Basle, Switzerland—
commerce. It was felt that the ‘Paper—6 Swiss francs.
‘objective among the nations should ** picture Story of Steel, The—il-
be to get control of internal infla- lystrated brochure ;— American
tion as a first step for progress. yron and Steel Institute, 350 Fifth
Once.:A thg objgctlve . of mt(;rnal ‘Avenue, New York 1, N, Y.—
-stability is achieved, international 'paper, .
cooperation and revival of foreign = " . A A p
investments could supporta world- :  Relative Position of Small Busj-
wide expansion in production and "ness in the American Economy
dimprovement in human well-"Since 1930 — Abstract of a dis~
being. sertation by Rudolph Jones —
The Need for Public . Catholic " University of America
Understanding ‘Press, Washington, D. C.—paper.
It is the consensus of The Amer- , Shirtsleeve Economics—Williaro.
ican Assembly that public knowl- A. Paton — Appleton-Century-
‘edge of the causes, processes and "Crofts, Inc., 35 West 32nd Strect,
consequences. of inflation is essen- New York 1, N. Y.—cloth-——$4.00.

Intra-European  Payments * anvl

Smith, Barney & Co

May 29, 1952,

This is not an offering of these Shares for-sale, or an offer to buy, or a solicitation of an offer to buy, any of such Shares.

Husky Oil Company

Cepies of the Prospectus may be obtained from any of the several under-
wrilers only in states in which such underwriters are qualified to act as
dealers in securities and in which the Prospectus may legally be distributed.

Bear, Stearns & Co.

The offering is made only by the Prospectus. .

200,000 Shares

Cody, Wyoming

Common Stock
Par Value §1

Price $11.50 Per Share

Blyth & Co., Inc.
Kidder, Peabody & Co.

’ Stone & Webster Securities Corporation

loan insurance and loan guarantee -
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Taxes Strangling Risk Capital

By WALTER

MAYNALKD~*

President, Association of Stock Exchange Firms
Partner, Shearson, Hammill & Co., Members, N, Y. Stock Exch.

Urging restoration of straight thinking on capitalism, Mr. May-
nard points out a full employment economy, along with higher
wages and generally higher standards of living without infla-
tion, can only come from ample application of capital to indus-
try. ‘Attacks excess profits and capital gains taxes as im-
mobilizing capital and stinting industrial expansion. Sees wide
ownership of industry in U. S., and scores government com-
petition with private business.

We who are gathered here to-
night have a great stake in the
securities industry and in the
capitalist setting in which it func-
. tions. Because
tnis capitalist
setting, al-
though not
perfect per-
hans, is obvi-
ously tize most
successful
form of social
organization
the world has
‘ever seen, at
least if we are
to judge it by
. standards of

social justice

or easy living,

it is important
that we understand how it works,
and endeavor to foster those eco-
nomic and social forces at work
in it which are favorable to it
and oppose those which are harm-
ful. I propose to discuss some
of these forces and the ideas or
concepts from which they spring,

Some of these concepts are com-
plex, and controversial, and I only
have the temerity to discuss them
here because in our - capacity as
brokers we must, if we are to
stay in business, evaluate securi-
ties as carefully and objectively
as possible, and in this respect it
is important that our thinking on.
economic and political ‘subjeéts,
to the extent that it is humanly
possible, be absolutely straight
and uncolored by prejudice of any
kind. It is this requirement for
straight thinking that. perhaps
makes the views of our industry,
and particularly that part of our
industry which is connected with
the analysis of economic trends
and individual securities, of some
value. \

¢

Walter Maynard

We Are a Capitalistic Nation

By way of background, I think
we can assume that our country,
despite the efforts of many “lib-
erals” over the past 20 years, is
wholeheartedly capitalistic, and
in many respects becoming more
so in the sense that the ownership
by private  individuals of the
means of production is generally
considered to be the right and
normal thing. However, capital-
ism in this country is profoundly
different from capitalism abroad,
and this basic difference is worth
thinking about for the light that
it throws on the fundamental re-
quirements of our kind of capi-
talism. Two of the most important
aspects of this difference. that
determines its peculiarly Amer-
ican character are, first, that our
capitalism is virtually classless,
and, second, that so much of the
productive power of our country
is represented by widely owned
and traded common stocks to
which anyone may have access via
our great security markets. Suc-
cess stories—rises from rags to
riches—are happily a common-
place here, and the riches more
often than not take the form of
ownershin of American common
stocks. This easy social fluidity
is g phenomenon that simplv does
not exist in Europe, vet it is our
greatest assurance that we are

. *An address by Mr. Maynard at a
dinner meeting in honor of the Governors
of the Association by various Southern
industrial and utility companies, Rich-
mond, Va, May 19, 1952.

making full use of our basic
human resources, and it is our
best shield against the kind of
social pressure or tension which
has lain at the root of many of
the world’s worst and most violent
social disorders—wars and revo-
lutions—of recent history.

I have just said that rises from
rags to riches are happily a com-
monplace here. As a matter of
fact, I think I should have ex-
pressed it somewhat differently
and said ‘were a commonplace
here; and the reason for use of
the past tense in this connection
is, of course, the unconscionably
nigh present rate of personal in-
come taxes. These taxes, in a

sense, are in line with our egali- -

tarian. traditions; however, in
their practical workings they do
not bear particularly heavily on
those who are already rich and
who may readily avoid them by
shifting their assets into tax-
sheltered investments. They do
bear crushingly, however, on those
who are getting rich, and by rich
I don’t mean vast accumulations
of wealth but rather the com-
fortable cushion for retirement
that js the legitimate aspiration
of any successful businessman.
Dr. David "McCord Wright, the
brilliant economist of the Univer~
sity of Virginia, expressed - this
.well in a recent; talk before ;the
National Industrial - Conference
IBoard when he said that the in-
come tax “is not a tax on the
rich; it’s a tax on the chances of
the poor to become rich.” Taxes
at their present rates are power-
ful inhibitors of social fluidity,
and I believe are therefore un-
democratic. They diminish in-
centives to work, and they provide
strong incentives to corruption,
both on the part of the taxpayers
themselves and on those whose
duty it is to collect taxes. I think
that Uncle Sam would be wise to
limit taxes collected -on income
during a man’s lifetime to a rate
below 50% and make up the dif-
ference in government revenues,
which, incidentally, would be
relatively small, by increasing
other taxes. To make this change
would = preserve incentives - for
hard work and capital accumula-
tion, both of which, because they
make social fluidity possible, are
socially desirable, and would
(ti.iminish incentives to corrup-
ion,

Widespread Diffusion of
* Ownership of Industry

With regard to the second point
of difference between American
and European capitalism — the
accessibility of ownership in
American industry, I don’t think
we can emphasize too much that
accessibility  of stocks, and its
corollary, widespread diffusion of
ownership, give us the best dis-
cernible means of “achieving -a
society in which the rights and
privileges of its various compo-
nents are reasonably well bal-
anced. Prof. Sumner Slichter of
Harvard has called our economy a
‘_‘laboristic” one, and there have
indeed been times in the past 20
years when the interests of thdse
elements in the population that
are consumers, and contributors
of capital, have come second to
those of organized labor. A wide-
soread ownership of common
stocks with the stimulus to
straight thinking on economic

(]

subjects which such ownership
provides would seem to be one of
the most effective and democratic
ways of assuring ourselves of a
well balanced social structure in

this country. Many of our mem-’

ber firms have been grumbling,
I think rightly, about the un-
profitability of transactions in
odd lots of stock, but I think that
in spite - of this handicap we
should continue as aggressively as
we know how the  effort to
broaden the base of common stock
ownership and thus enlarge the
base of our ‘“people’s capitalism.”

1 have just referred to the
power of labor and therefore a
few words about the effect on the
common stockholder of some of
the most important aspects of the
practical working of this power
might be of interest.

Despite. the many hard things
that have been said about some
xinds of labor leadership, the
underlying fact remains that in
this country (and here, too, we
have a contrast with circum-
stances .as they exist abroad), by
far the largest part of the best
elements of labor leadership has
not opposed the introduction of
labor-saving machinery even

where the use of new machines -

might temporarily displace cer-
tain ‘workers. . In fact, the. cold
and objective view of which I
spoke earlier leads to the con-
clusion that the steady pressure
of labor leadership for higher
wages has stimulated and accel-
erated the invention and appli-
cation of new labor-saving equip-
ment. This in its turn has brought
about increased activity in the’
capital goods industries and a re-
quirement for new financing,
which in turn has been paid for,
in part at least, via the people’s
savings, which have been accum-~
ulated from their higher - wages,
and so.on in a pleasing spiral.
This particular sequence and its
favorable consequences in stimu-
lating economic activity and thus
benefiting ‘not -only the receiver
of the higher wages, but also the
other elements in the productive
process, including the stockholder,

-was not really foreseen even by

such astute observers of ' the
speculative scene as the late Lord
Keynes; however, even. the most
reactionary must admit it actually
has happened and is still hap-
pening.

Naturally, the foregoing anal-
ysis is grossly oversimplified, as
any analysis of complex economic:
interrelationships must be if it is
to be understood at all. There-
fore a somewhat more detailed
examination of some of the ele-
ments in the spiral seems appro-
priate. Probably most important
is the requirement that rising
wages must be supported by ris-
ing productivity. Where wages
are increased but productivity
does not rise, the effect is likely
to be to increase prices—the sub-
stance of inflation. Moreover,
and this is the sector where an
important part of the work of the
financial community is done, am-
ple capital must be available to
finance the mechanical inventions
and improvements which create
the increase in productivity.

Government’s Assault on Profits

This capital can only come from
two sources —the undistributed
profits of industry and the sav-
ings of the people. This in turn
brings us to a further basic prob-
lem which our capitalism faces,
and that is the government’s as-
sault, via an inimical attitude
towards profits, on the corporate
and individual savings which are
essential if our expanding popu-
lation is to continue to enjoy a
rising standard of living. This
inimical attitude appears in vari-
ous ways, such as the President’s
.broadcast in the steel dispute, but
its .most deadly form is in the

Continued on page 32
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The Deterioration of Collective
Bargaining in Labor Disputes

By LEO WOLMAN *
Professor of Economics, Columbia, University

Contending current systems: of collective bargaining have
failed to work, Dr. Wolman: lays blame on rise to power of
national unions in basic and essential industries. Holds national
unions have been endowed by public policy with enormous
power, and have received government-assistance. Points out -

national unions no longer limit
labor conditions, but extend
management

Whatever our plans and hopes-
for peaceful and constructive labor
relations may have been, the rec-
ord is clear that what we have
done has | g
failed towork,
Since the end
of the war we
have hada
succession of
great and
costly indus-
trial conflicts,
and in those
areas in which
organized re-

lations. have

had their
longest his-
tory, prevail-
ing systems of
collective bar-
gaining have
steadily deteriorated. The preset}t
experience in - steel, therefore, is
not unique. It has happened be-
fore and will happen again, not
only in steel, but in other indus-
tries as well.

If this is so, and T am clear that
it is, then our most pressing task
is to find out what is responsible
for threats of nation-wide stop-
pages, national and local strikes

Prof. Leo Wolman

that cut off essential goods and.

services, government seizure of
the plants of an industry, and re-
current waves of suspicion and
hostility in this most sensitive
field of human relations. For, un-
less we know what the forces are
that ‘have caused these conditions,
our efforts to devise remedial pol-
icies are bound to be fruitless and
may, indeed, make matters worse.

I do not think it difficult to

discover the principal source of

our labor difficulties. It is the
rise to power of the national union
in practically all of our basic and
essential industries. Unions of this
character and scope can, when-
ever they wish, shut down an en-
tire industry and keep it shut for
long enough periods to make the
shut-downs hurt. This national
unions have done from time to
time, and they may be expected
to do the same things in the fu-
ture, whenever it serves their pur-
pose and interests to behave in
that way.

National unions, as we know
them, are private organizations
which have been endowed by pub-
‘lic policy with enormous power.
“This power they consider to be a
private possession which they are
free to use as they please. They
Tesent and oppose attempts to curb
their power for any purpose. In
fact they are constantly engaged
in devising the means for adding
to their power and authority and,
in this effort too, they have re-
ceived invaluable assistance from
the government. v

It should not be surprising that
the acts and policies of organiza-
tions of this character should come
into conflict not only with the
interests of industry, but with the
public interest and, in fact, with
the interests of their own mem-
bers. It is our failure to recog-
nize the existence of this conflict
in this country that is at the root

*Summary of an address by Dr. Wol-
man at the Industrial Relations Session
of the 60th General Meeting of the
American Iron. and Steel Institute, New
York City, May 22, 1952.

their bargaining to wages and
their activities to realms: of
and politics.

of the inadequacies and confusions
of current policies, public and
private.

Institutions of this kind are, by

. their nature, ill adapted to per-

form the functions for which they
were initially formed. The prac-
tice of collective bargaining - is
one; and certainly the most im-
portant, of these. functions. Yet,
as national unions -become more
firmly established and conscious
of their strength, they show less
and less inclination to bargain and
become more inclined to appeal
to their power in order to achieve
their ends. At the same time the
relatively simple and few demands
which unions negotiate ‘about in
the early stages of their develop-
ment become elaborated and ex~
tended to include countless issues
and rights which are concerned
mainly with enhancing the author~-
ity - of unions over employees,
members, business and the
country.

In this process collective bar-
gaining has come to mean some-~
thing quite different from what it
was originally intended to mean.
Its objectives have become domi-
nantly political, as the conflict
between business and organized
labor is waged over the right to
manage, the right to make busi-
ness decisions — in short, over
the whole question of the right to
run privately owned and privately
managed business.

National unions could not un-
aided have arrived at the place
they now occupy. The Federal
government has been, since this
country embarked on a new labor
policy in 1935, the most potent
single factor in promoting their
growth and in securing for them
the monopolistic powers they now
possess. The government has done
still more. It has intervened in
labor relations in such a way as
to make it unnecessary for labor
unions to depend upon their own
resources and to develop a sense
of moderation and responsibility
in the management of their own
affairs. For most leaders of or-
ganized labor have learned from
experience to expect more from
the authorities in Washington than
they can hope to win through ne-
gotiation at the bargaining table.
The most disturbing consequence
of this relationship between gov-
ernment  and organized labor has
been the use of high government
officials to provoke labor unrest
and labor trouble, Under the cir-
cumstances it is hard to see how
the citizens of this country can

‘expect peaceful and rational set-

tlements of labor disputes. :

So long as this public policy
remains unchanged, minor revi-
sions in existing statutes, the
drafting of new provisions for
handling and settling emergency
strikes, and the writing of laws
about plant seizure are likely fo
have little effect on the prevail-
ing course of events. Public policy
and legislation, if they aim ef-
fectively to protect the public in-
terest, must go directly to the
source of our troubles—the ex-
istence and spread of powerful
private labor monopolies, subject
to little or no restraint in the
attitude of government, the law,.
or in their own view of their
rights and responsibilities.
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Bad Investments

By ROGER W. BABSON

Mr. Babson, asserting too many
persons think they can detect bad
investments by studying balance
sheets. and earnings statements,
warns investors must look deeper
and investigate a company’s man-
agement. Says young people, es-
pecially need to realize import-
ance of character in investing as
well as in securing jobs.

E. H. Harriman was probably
America’s greatest railroad
builder. Incidentally, he was the
father of the present W, Averell

Harriman,for-
merly Ambas-
sador to Rus-
sia and who
is now seeking
the nomina-
tion for Presi-
dent on the
Dempcrakic
ticket. Once,
" when riding in
the father’s
private car, I
asked: “What
is the most
important fac-
tor in select-

Rogerw Babson ing a good

Furthermore, these men need not
be judged by the answers which
they give to your questions so
much as by their language, ethics
and basic principles. When inter-
viewing men high up in the man-
agement of a corporation, I may
learn more of their character by
discussing home life, children,
churches, schools, liquor, race
tracks, and other general subjects
than by talking about their own
company. Readers should know
that there are today over 750,000
corporations whose stocks have
been bought or sold and are now
a total loss, the companies passing
out of existence.

Young people especially need to
realize the importance of charac-
ter in connection with securing
and holding jobs, as well as in
connection with the investing of
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their hard-earned savings. The
strength of America today came
not from money or big business
or even colleges. These are but
the fruits of character implanted
by praying parents, devoted school
teachers, . ethical employers and
good neighbors.

N. Y. Investment Ass’n
To Hold Annual Outing

The Investment Association of
New York will hold its annual
outing on June 27 at the Sleepy
Hollow Country Club. Foursomes
for golf will be' made up at the
outing.

Announcement is also made
that the cost of the luncheon
served will be $1.50 per person.

Detroit Exchange
Extends Trading Hours

DETROIT, Mich.—The Detroit
Stock Exchange beginning June
2 will extend its. trading hours
to 2:30 pm. daily. Previously
the closing was 2:15 p.m.

Waddell & Reed Add
(Special to THE FINANCIAL CHRONICLE) .
KANSAS CITY, Mo.—Catherine
V. Bailey has joined the staff of
Waddell & Reed, Inc., 1012 Balti-
more Avenue.

_Joseph E. Cox

Joseph E, Cox, partner in
Robert Winthrop & Co., passed
away on May 20th.
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Foster Re-elected
YVice-Ghairman of NYSE

David Scott Foster, partner in
the firm of Pershing & Co., has
been re-elected Vice-Chairman of
the Board of Governors of the
New York Stock Exchange.

He has been a member of the
Exchange since 1931, a Governor
for the past five years and was
first elected Vice-Chairman of the
Board last year.

Hagelstein Co. Formed

HARRISON, Ark. — Henry
Hagelstein has formed Henry
Hagelstein Co. with offices at 721
West Spring Avenue, to engage in
the securities business.

railroad - in--- '

vestment?” He replled “Charac—
ter . of - the -Management. -
Management can make "a profit-
able railroad from-two. streaks of
rust; while poor. Management’ can

- Good - -

turn a good railroad: 1nto two -

streaks of rust.”

Selecting Good Management

I then thought that by studymg
the " location, capitalization = and

earnings of a railroad it would be ~

possible to tell a good. investment
from a bad investment. Unfortun-
ately, I have since found Mr, Har-

riman to be correct. There are too "’

many who' at the present time

think they can select good invest- -
ments and detect bad investments

by studying ' earnings statements

and - other statistics, for the col- .

lecting and analyzing of which I
now spend a million: dollars a
year.

Such figures are valua b le.
Every careful person should study
balance sheets and earnings state-
ments before investing hard-earn-
ed money in any stocks or bonds.
From sad experience, however, 1
have learned that such figures, al-
though. recording .the . past,-
little “indication  as 'to what the

are -

future will ‘bring forth.: To avoid”

losses, one-must look deeper. The,

future depends upon the Manage-
ment. Not only does the character
of- Management . change ' as ‘new
men are elected, but Management
will - deteriorate under the same
men who stay too long, or-become
careless. Unfortunately, the re-
quired  information to judge the
character of Management cannot
be secured - from manuals and
magazines, but-only through per-
sonal contacts and: confidential
studxes

Importance of Character

I have almost reached the point
where I must employ retired FBI
men as my assistants, rather than
statisticians or economists, A few
trained newspaper men are useful
in detecting bad managements;
but the popular policy of leading
banks, insurance companies, and
investment trusts to depend upon
so-called “investment analysts” is
dangerous practice. Colleges have
graduated hundreds of these in-
vestment analysts and they hold
such jobs today. They are honest
and hard working young men, but
very few of them can forecast the
future of a corporation by relying
on published reports.

To prepare worthwhile reports
on the management of any cor-
poration, it is necessary to visit
the plant and talk with the offi-
cers, directors and = employees.

Shes dlallng California from Englewood N ).

‘
‘4<«<<<<<<<<<<<<<<<<<<<<<<<<<<<<4
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An enurely new kind of Long Dis-

‘tance service- is now -being tried in

Englewood, New Jersey.

Ten thousand telephone customers
in that city now dial their own calls to
certain distant points.

It’s easy to do and faster. Just by
dialing two or three more digits than
on a local call, they can reach any one
of eleven mllllon telephones in and
around twelve cities from coast to coast.

This new way of putting through
Long Distance calls is another - ex-
ample of the way Bell System people
are constantly planning and building
to provide you with better telephone
service.

First comes the idea.
venting, manufacturing and  trial in
actual use. Then, as soon as possible,

Next the in-

the extension of the improved service

to more and more people.

HELPFUL HINT — Keep a list of Long Distance numbers handy
beside your telephone. Out-of-town calls go through faster when

you Call By Number.

BELL TELEPHONE SYSTEM
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CanWe Upset the

By ADMIRAL ALAN G. KIRK*

Russian Regime?

Former U. S. Ambassador to the Soviet Union

" Qur former envoy to Moscow, asserting the‘Soviet regime is
. neither impregnable nor crumbling on the brink of revolution,

holds we can gradually reach

the Russian people themselves

and influence their attitude toward us. Urges we address our-—

selves to the new generation

in simple, human terms, show

sympathetic interest in their legitimate aspirations for more
free and prosperous life, and disclose that our quarrel is
confined to their despotic rulers.

Ever since coming back from
Woscow, this question has often
heen asked of me: “Can we reach
the peoples of Russia?” So I think,
the first thing
we must do is
%o define our
ferms. Some
who ask the
guestion are
thinking pri-
marily of the
mechanics in.
volved: Can
we break
through So-
viet jamming
of broadcasts,
can we get
printed matter
into the hands
of Soviet oc- !
«~upation troops; are there addi-
tional methods for getting under,
turough and over the Iron Cur-
tain? Others, however, are really
asking whether we can affect the
thinking and attitudes of the So-
wviet population by ‘what we say.
In other words, can we influence
thiem?

Perhaps the, question then di-
wides into two parts:

(a) How can we reach the peo-
ples of Russia?
(b) In order-to influence them?
The problem of getting through
the Iron Curtain may be consid-
ered more or less a mechanical
one, and possibly it is inexpedient
10 say much more than that there
are means which hold enough
promise to justify the effort. The
=poken and written word most
likely can reach enough citizens
©of the Soviet Union to have an-
effect. Whether its further propa-
zation within that vast area is
possible, remains to be seen. But
it is not unreasonable to assume
“#hat messages of real importance

Adm. Alan G. Kirk

will travel—sometimes fast and

fer,

Jamming Discussed With Stalin
The more complex question is
how can we influence the minds
and hearis of our Soviet audience.
Back in August, 1949, when I was
Teceived by Stalin in the Kremlin,
the subject of the jamming of the
Vcice of America broadcasts was

reised. The Soviet dictator turned

‘o Vishinsky to ask:. “Are.they
saying rude things about us?”

“Yes,” was the reply, “very.”

“And are we blocking them?”

“Yes,” said Mr. Vishinsky.

‘Then turning to me, Stalin said
that this was a matter to be han-
dled by the Ministry of Foreign
Affairs.

Now the point of this story is
{he ready assertion by the Soviet
authorities of their own right to
‘prevent the peoples of Russia from
hearing any sort of news from the
outside world. “The Masses” must
only hear what the Kremlin dares
Jet them hear. There must be no
ihoughts that are not those the
Ccmmunist Party wishes the peo-
pic to have. Therefore, everything
from the outside world, written or
spoken, is denied to the people—
insofar as the police state can in-
suze. No newspapers, periodicals,
magazines, movies, posters, radio
‘broadcasts can cross the frontiers
—if the Politburo can prevent—
and their control is very, very
&trict.

*An address® by. Admiral Kirk before
the Overseas Press Club, New York City,
May 7, 1952.

.

“Rudeness”

There is another lesson in this
story, too: the instant reaction o£
Vishinsky to the word “rude.
“Yes,” our broadcasts were rude,
said he. And without further
question, such was accepted by
Stalin. Such must be the way of
dictators, for criticism of a dicta-
tor cannot be permitted —as 1S
well known. The power of a dic-
tator must be absolute; otherwise
he falls. And freedom of speech
and freedom of the press are un-
thinkable under such a regime,
The Party is always right.

Now we do not accept as final
any such dictum, and we do not
believe “the masses” inside the
Soviet Union are prepared to ac-
cept it, either. Since the.peoples
ruled by the police regime are
currently inarticulate, we hold it
is never “rude” for us to speak the
truth, to oppose tyrants, and to
extend friendship, sympathy an.d
aid to their victims. And that is
precisely what the American Com-
mittee for the Liberation of the
Peoples of Russia intends to do. to
the utmost limits of its capacity.

We intend to build carefully,
thoroughly, but always with th'ls
simple democratic objective in
view, We don’t expect to accom-
plish miracles overnight, We don’t
intend to operate in .a dream
world of push-button revolutions,
engineered by American-spon-
sored radio broadcasts, and we
don’t intend to risk the lives of
brave men by irresponsible ap-
peals for revolts that would' be
quickly crushed. To do a serious
job, we must begin with a mature
understanding of the strength and
weaknesses of our adversary—the
Soviet dictatorship — and of the
doubts, fears and aspirations .of
the Soviet people, our potential
ally.

Having just spent the better
part of two and-a half years in the
Soviet Union, I know that we are
dealing neither with an impreg-
nable colossus, nor with a crum-
bling regime already on the brink
of revolution.

Let us begin by understanding
that when we distinguish between
the - Soviet oligarchy and the
people, we merely recognize: the
principle that the Communist
rulers themselves have steadfastly

* proclaimed. It is they-—not we—

who have always insisted that th'e
Party (whose membership  is

never more than 2 to 3% of the-

population, and often considerably

less) is the sole fount of wisdom,’

the sole judge of what is right
and wrong for two hundred mil-
lion people. When we look closer,
‘we discover-that higher still it is

the Central Committee, then the.

Politburo, and finally, the aging
Mr. Stalin himself who decides
what is right and wrong for the

Party. The purge is the dictator's:

instrument for disposing of those
Party members who disagree.
When we say, therefore, that a
vast moral gulf divides the Soviet
rulers from the masses, we only
recognize Soviet reality as 34

years of Communist dictatorship-

have. fashioned it.

Now let us look, for a moment,
at the people. What are they like?
Three important elements stand
out in my mind as a guide to what
we can—and cannot—do when we
speak to them. In the first place,
the Soviet Union today is a
country of tough, vital, K young

people. Civil war, terror, famines
and World War II have decimated
‘the older generation. The fprmer
aristocrats, landowners, indus-
trialists and middle class are a}l
gone. Today the average age 1S
somewhere between 31 and 35—
4 new generation that has sprung
largely from the soil and the city
factories. In the process, ‘the coun-
try has been moving rapidly from

- a peasant to an industrial basis.

Even in the countryside, the col-
lective farmers are closer to the
rest of society than the peasants
of Old Russia were. )

The second big factor is that
about 85% of the.population is
now literate. The difference that
once existed between the edu-
cated middle class and the back-
ward masses has been largely
eliminated. Workers and farmers
whose parents, or at least grand-
parents, were mainly uneducated,
can now read—and they have an
almost insatiable curiosity for
knowledge. The regime has had to
push education for the simple

‘reason that illiterates cannot op--

erate complicated factory and
farm tools, pilot jet planes' or
work in laboratories. But this new
knowledge has also enabled the
people to read classics of Russian
and world literature, whose moral
values are diametrically opposed
to those of the dictatorship. The
writings of Russia’s humanitarian
nineteenth century literature,
which are far more popular than
the tedious tracts of Leninism-
Stalinism, are stimulating inde-
pendent thought and reflection
among intelligent young people—
and there is little the Kremlin
can do about it.

Outside Contact

The third vital factor is that
since 1941, many millions of
Soviet civilians and soldiers have
come into personal contact with
the non-Communist world. At one
stage of World War II, the Axis
armies held territory containing
about 40% of the entire Soviet
population, Millions of these were
deported, together with Soviet
war prisoners, to work in German
factories, mines and farms, What-
ever new hardships they suffered
here, these millions saw with their
own eyes that workers and
farmers in other countries, in-
cluding Nazi Germany, lived bet-
ter than they did. They discovered
that the Kremlin had been lying
to them for many years with its

propaganda accounts of unlimited -

misery in the “capitalist” world.
After the war, more than five
million of these Soviet citizens
were repatriated; including over
two million who had come into
direct contact with American and
British troops.

Similar eye-opening experi-
ences ‘were shared by Soviet of-
ficers and men who fought their
way into Bucharest, Prague,
‘Vienna, - Budapest ' and . Berlin.

Here they also saw that the aver-~

age man in the nhon-Communist
world enjoyed higher living
standards and seemed. less fear-
ridden than the population of the
Soviet Union. Red Army men who
met Anglo-American troops in the
spring of 1945 were exposed:to

an- even more virulent infection.

Only the blind among them could
fail to contrast their status with
that of the average British soldier
and American GI.

Sinice 1945, many hundreds of
thousands of Soviet occupation
troops have seen something of
the outside world. To judge from
the unanimous testimony of recent
escapees, as well as from the ex-
treme police measures the MVD
employs to reduce their outside
contacts to the minimum, these
new impressions have had a
powerful psychological effect on
the troops. . . '

Thus we see that we are not
dealing with a country of illiterate
muzhiks - nor with 200,000,000
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confront a young, hardy people—
only the hardy survive—among
whom are millions who carry
some real image of the outside
world, and have transmitted that
image to relatives and friends.

These are some of the positive
elements which give us sturdy
foundations on which to build. If
we address ourselves to the new
generation in simple, human
terms—steering clear of pedantry,
dogma and counter-dialectics (of
which they’ve had more than their
fill)—they will listen with inter-
est. If we constantly' show a sym-
pathetic. interest in their legiti-~
mate. aspirations for a freer and
-more prosperous lifc; if by our
actions in the world and towards
them, we prove beyond doubt that
our quarrel is solely with their
despotic rulers, we will gradually
“reach” them and influence their
attitude towards us. We will also
bolster their confidence in their
ultimate capacity to shape a better
future for themselves.

Psychological Obstacles

Let us recognize, however, that
we face formidable psychological
obstacles. While intelligent people
in Moscow, Leningrad, Kiev and
Odessa' take Kremlin propaganda
with more than a grain of salt, the
constant hammering home of cer-
tain themes does leave its mark.
The Kremlin has not yet taught
the population to hate Americans,
but many of them do suspect that
we harbor aggressive intentions.
Since June 25; 1950, Soviet propa-
ganda has told them every single
day that the South Koreans at-
tacked the North Koreans and
that we came 6,000 miles across
the Pacific to thelp them do it.
lMoreover, the [Soviet press and
radio constantly turn out a stream
of stories about our so-called
brutalities, our bombing of de-
fenseless cities.and viliages, etec.

(The real purpose of this propa-
ganda is plain: It is not meant
nearly as much to instill sympathy
for the Korean people as it is to
plant the insidious idea that we
intend to wage a war of extermi-
nation against the cities ‘and vil-
lages of the Soviet Union. How
much of’ this the Soviet citizen
believes is not entirely clear, but
some of it does sink in and creates
fear and suspicion of America.

Sometimes, some of us here in
America are unwitting accessories
to the Kremlin'’s ‘anti-American
propaganda. A public statement
is made or a news story is pub-
lished advocating preventive war,

the dropping of an atomic bomb .

on Moscow, and the-like. Quite
naturally, Soviet ' propagandists
reprint these stories; stressing the
more lurid parts, and serve them
up as proof of America’s sinister

_intentions. - And while :you and I

know that statements and stories
of thig nature are a comparatively
rare phenomenon in this country,
‘the Soviet citizen is given the im-
pression that they occur daily and
hourly and are-representative of
the- attitude of American public
leaders and the American press.

Grist for the Kremlin Mill

There is still another type of’

American utterance that uninten-
tionally supplies grist for the
Kremlin mill. That is the careless
invective against. “the Russians”
as such, when the Stalin clique
is really what is meant. The Rus-
sian. people .have more reasons
than we can tally for resentment
against the dictatorship which has
caused them so much suffering
and bloodshed. But when the So-
viet press and radio reproduce ir-
responsbile attacks by individual
Americans against “the Russians”
—altacks which disparage them as
a people or describe them as “Slav
barbarians” - bent on destroying
Western civilization—it is not sur-
prising that they become uneasy,
suspicious or even hostile. If our
purpose is to rally them behind

robots who believe everything thé their Georgian dictator, Stalin,

Kremlin tells them. Instead we

for the sake of sheer self-preser-

vation; if we want them to believe
that they must prepare to fight
America with the same grim de-
termination they demonstrateq in
the war. against Nazi Germany,
then we should, by all means,
conduct all-out propaganda against -
“the, Russians™ rather than against
the .Soviet dictatorsnip. We will .
earn the Kremlin’s thanks.

Encourage the People

Since that is clearly not our aim,
we should always stress the very
opposite, both in our actions and
words. Our aim rather shou!d be
to .encourage the , friendship and-
trust of the Russian people, who
very well could be our greatest
friend and ally in preventing war.,
There is certainly no evidence to
date that the peoples of Russia
want to fight a war against the
peoples of America and Western
Europe, We should certainly strive
to .support this attitude and do
everything in our power to con-
vince , them that we have only
feelings of friendship and sym-
pathy for them.

We should also be clear, in our
own minds, that it is not our func-
tion to instruct the various peo- .
ples of the Soviet Union how they
are to arrange their relationships
toward each other. That is their
business, not ours. There is no,
surer way for Americans to arouse
new resentments against us, ra=-
ther than sympathy, than to med-
dle in such matters. The demo-=
cratic principle of self-determina-
tion by the peoples concerned is’
the only sane guide we can follow.
Before that right can be exercised,
however, the common adversary
of all— the Soviet dictatorship —
must be defeated. That formidable
undertaking requires the united
action of all.

The American Committee for
the Liberation of the Peoples of
Russia intends to promote that
united action. We intend to help
Soviet escapees and democratic
exiles of all nationalities to work
together "in a common effort,
against the common enemy—the
Communist  dictatorship. We in-
tend to help them reach their
fellow-countrymen on a program
that appeals to basic human values
and rights.. Our goal must always -
be to reach those aspirations for a .
freer and better life which the
overwhelming majority of the So-
viet population. Russians no less
than others, share with the free
peoples of the world.

NYSE Elects Francis
- Public Governor

Keith Funston, President of the
New York Stock Exchange, has
announced the election of Clar-
ence Francis as a Public Governor
of the Exchange.

Mr. Francis is Chairman of
General Foods Corporation. He is
also director of the Federal Re-
serve Bank of New York, The
Mead Corporation, Air Reduction
Company, Northern Pacific Rail-
road and a trustee of Mutual Life -
Insurance Company of New York.
He succeeds Thomas S. Nichols,
Chairman and President of .
Mathieson Chemical Corporation,
on the Board of the Exchange. :

Other Public Governors of the
Exchange - are Dr. Henry M.
Wriston, - President of Brown
University, and Gale Faulconer
Johnston, President of the Mer- -
cantile-Commerce Bank & Trust -
Company of St. Louis.

‘The office of Public Governor
of the Stock Exchange was created
in 1938 to bring to the Board of
the Exchange a closer under-
standing of the public viewpoint
and interest. The Board is com- .
posed of 28 other Governors, plus
the President and Chairman.

E. L. Alexander Opens

‘JORDAN, Mont. — Edward, L.
Alexander is engaging in the se-

curities business from offices here.
b
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‘The United Nations Can Destroy.
- Freedom of the Press

By HON. JOHN W. BRICKER*
U. S. Senator from Ohio

Asserting United Na'ions is suffering frem an insatiable lust

for power, Senator Bricker attacks draft covenant on human

rights as destroying freedom of the press in America. Accuses

UN of seeking to force newspapers to further its activities in -

political, social ‘and economic fields. Warns against being

- deceived by “preity language in UN documents dealing with
freedom of ‘information.” ; b

The United Nations is attempt-
ing to impose universal thought
control, That is the terrifying
conclusion which the America
newspaper .
and legal pro- ;
fessions draw
from various
UN proposals
concerned
with freedom
of informa-
tion, The most
dangerous of
these pro-
posals. is the
UN draft
Covenant
on Human
Rights. .

The TUnited
Nations Or-
ganization was
born in 1v45. No international
organization started life in more
auspicious circumstances, with a
greater potential for doing good,
or with less quarreling among the
diplomatic: midwives in ‘attend-
ance, -But now, at the early age
of six, and in spite of some worth-
while achievements, the UN seems
destined for an early demise. .1
.am nQqt one .of those who "would
permit the UN. to die without
seeking a cure for its illness. The
UN will not be cured by a Coue
type of propoganda which repeats
ad nauseam that the patient was

. never healthier. = At the other
extreme are those who seek to
restore the UN to health by in-
creasing the dosage of nostrums
which ‘are the cause of its ill-
ness. ;

My diagnosis of the United
Nations, which I assure you has
not been casual, is that it is suf-
fering from a disease which . af-
flicts every bureaucracy. It is an
insatiable lust for power. When
this disease infects a national bu-
reaucracy, the people, assuming
they are free, use the sovereign
remedy of the ballot. The power
ambitions” of our own" bureau-
cracy are curbed in countless
ways by our Constitution and by
the rights and the machinery
which it prescribes for keeping
power in the people. While the
American people are able to curb
bureaucratic excesses, they have
no right to withdraw from -the
government to which they ‘are
subject. With an international
organization it is different. The
UN is a voluntary association of
sovereign -states. Withdrawal is
an available remedy and one
which will be used ultimately by
ourselves and others in response
to repeated usurpations of power.
Therefore, if you believe, as I do,

John W.' Bricker

..that the United Nations can per-'

form a vital role in easing wo_rld
tensions, you will do everything
within your power to keep .the

international bureaucrats in com="

mand from exceeding their au-
thority. ' _
The United Nations grab for
power has appeared .in 1wo
closely szllied forms.. First, the
UN has generally disregarded the
provisions of *Article 2, paragraph
7, of its Charter. In the absence
of Article 2 (7) the Uffited States
Senate would not have approved
our membership in the UN. That
article prohibits the UN from in-
*An address by Senater Bricker before

the Blue. Pencil Club, Columbus, Ohio,
May 18, 1952.

| illegitimate ends:

terfering' in matters essentially”

within the domestic jurisdiction of
its members, Secondly, the UN
regards all media for the dis-
semination of knowledge and ‘in-
formation as instruments for the
promotion ' of its utopian ideals.
The multilateral treaty is the
mechanism  for achieving these
The treatment
accorded to freedom of the press
in the UN draft Covernant on
Human' Rights is the best ex-

i ample of this dangerous trend.

American newspapers have con-

{ centrated their fire on: Article 14

of the draft Covenant. Paragraph
3 «of that-article authorizes gov-
ernments  to impose .undefined
“penalties, liabilities and restric-
tions” on the press in the follow-
ing vaguely defned circumstances:
“(if necessary) for the protec-
tion of national security, public
order, safety, health or morals,
or of the rights, freedoms or
reputations -of others.”

If there is any suppression of
information which cannot be jus-
tified under such language, I do
not’ know . what it might be.
India, during the time she was
represented on the Human Rights
Commission, -amended her Con-
stitution | to. permit seizure of
‘newspapers which endanger “pub-
lic' order” by criticizing ‘foreign
governments. ‘No lawyer would
iike to try to prove that the con-
fiscation of “La Prensa” was not
necessary for the protection of
Peron’s reputation. The words
“national security,” as President
Truman’s censorship order of last
year shows, can be used to draw
an iron curtain around almost
every species of information em-
barrassing to the party in power:
To say that a free press does ‘not
imperil the “national
public order (or) safety” of -a
communist dictatorship is to deny
its fundamental purpose. To per-

draft Covenant would destroy
{reedom 'of the press in America.
The first is that any national
standard of {reedom of the press
which' is above that .set by Ar-
ticle 14 of the .draft Covenant is
recognized and preserved by
Article 18. . Both Article 14 and
Article 18 appear in Part II of

-the Covenant.. Now let me read

te you the joker tucked away in

Article 2, paragraph 1:
“In the case of a state of emer-
gency officially proclaimed' by
‘the authorities a State
may take measures derogating
... ..from its obligations un-
der . . . Part II of this Cove-
nant.” -

The Truman Threat.of Newspaper
Seizure .

To my mind, the most shockirg
incident which followed the seiz-
ure of the steel industry was Mr.
Truman’s refusal to deny that his
o - called inherent, emergency
powers might extend to news-
pzpers and radio stations. The
draft Covenant would . give the
President the power which Mr,
Truman was reluctant to assert at
his worst of all press conferences.

The final defense position of
the State. Department is that the
Supreme Court ‘would invalidate
any provision of any treaty which
authorizes .what the Constitution
forbics. During the past year, 1
have explained many times how a
literal. interpretation -of the Con-
stitution would permit a treaty to
supersede its -wise - prohibitions.
Leaders of the American Bar
Association have studied these
complex "issues of international
and constitutional .law for more
than four years. They, and the
overwhelming majority of Asso-
ciation members, agree that there
exigts a constitutional loophole
which mugt be promptly and reso-
lutely plugged. . It is true that.the
Supreme Court might . subject .a
treaty to the same constitutional
test as an' Act of Congress. How-
ever, this remains an undecided
question of constitutional law
since no provision of .any treaty
in the history.of the United States
has ever been held unconstitu-
tional, ’

The remedy, of course, is to
amend the Constitution to make
certain that no treaty will under-
mine the freedoms of the Amer-

security, -

mit the press to be controlled on - &

such grounds is a legalization of
tyranny. - Disregarding ‘the effect
of the draft Covenant on liberty
of the press in America, it is sick-
ening to see representatives of the
United States voting in the UN to
sanction the oppression of people

1less fortunate than we.

" Attitude of State Department’
The State Department admits an
occasion that the draft Covenant
is an- inferior product in compari-
son with our own Constitution.
The-Covenant is. defended ‘on the
ground that it.establishes, mini-
mum' standards of freedom. The
fallacy in- this -argument is that
the Constitution of the United
States ‘was intended to set mini-
mum “standards of freedom. -Any
lower standarq is an open invita-
tion to tyranny. We cannot cal-
lously disregard thé unalienable
rights of other peoplés without
renouncing all claim to that moral
leadership upon which the peace
of the world and the cause of
human liberty may well depend.
By approving the proposed
Human Rights Covenant we would

‘not export freedom. Would we

import tyranny? In my judg-

ment, and in the judgment of most -

American lawyers who have

studied the problem, the answeris .

“yes.” ‘ '
The State Department has two
defenses to the charge that the
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year, 58 other Senators joined
with me in introducing such an
amendment. Hearings on my
proposed amendment, Senate:
Joint ‘Resolution 130, will begin
next Wednesday before a subcom-

“mittee of the Senate Judiciary

Committee. The' American Bar
Association has recommended an
amendment having the same gen-
eral purpose. The reaction of

M_rs. Roosevelt and like-minded

persons has been about what I

expected. The majority in the

American Bar Association and I

are described as  ‘“new-isolation-'

isitsi” Our efforts to plug a dan-
gerous -loophole. in the Constitu-
tion are-described as a new form
of isolationism aimed at wrecking
the United Nations. It was most

reassuring, therefore, to read a

recent speech by Mr. John Foster

Dulles in which he pointed out

that the treaty-making power was

capable of altering the Constitu-
tion. - So far ‘as I know, Mr

Dulles has not been called an iso-

lationist, old or new. But neither

his, - demonstrated legal wisdom
nor his splendid service in the

Senate and in the State Depart-

ment will save him from the iso-

lationist. label if he fails to hew
to the UN party line.

Aim of U. S. Proposals Regarding

’. ‘The Press # g

" Running through all the United

Nations press proposals is the idea

that newspapers should be obliged

to further the activities .of the

United Nations in political, social

and .economic fields.: The UN

draft Convention on Freedom of

Information is the best example

of this desire to- make the press

an instrument of United Nations
policy. Article 5 of the draft

Covention obligates each state to

take steps to insure that the press

reports facts in the following
manner:;

- “without prejudice and in their
proper * context " and to' make
comments without malicious in-
tent and thereby to— - :
“(d) Counteract the dissemina-
tion of false or distorted reports
which offend the national dig-
nity of peoples or promote

' hatred ‘or prejudice against
other States, or against persons
or groups of different race,
language, - religion, - or philo-
sophical conviction,”

(2247) 19

These are beautiful words.
They express laudable objectives.
But these objectives can be
achieved only through the opera-
tion of a free press. When gov-
ernments undertake to regulate
the press in order to eliminate
newspaper reports which are
false, distorted, or prejudicial or
which endanger friendly relations
with other nations, they may have
a sincere desire to develop a per-
fect press, Nevertheless,. the au-
thority to perfect newspaper
reporting leads sooner or:later to
dpspotism. For exa