
ESTABLISHED 1S39 CIiJJyl,'Lu^ .

OFH'C&

rM2- 1954

Beg. U. & Pat. Office

Volume 180 Number 5338 New York 7, Nl Y., Thursday, July 1, 1954 Price 40 Cents a Copy

EDITORIAL "

(

ft

■As--We See
Few in the financial community will have for¬

gotten the days of pegged prices for government
obligations. Nor will many have forgotten the
self-gratulation which followed upon the heels of
the discontinuance of the pegging. The Truman
Administration reputedly did not care very much
for the step. If -reports then current are to be
trusted, :\p0nsiderable bitterness developed - be¬
tween the President and the Secretary of the
Treasury on the one hand and Federal Reserve
authorities on the other, but there was much
jubilation in other Washington circles and else¬
where about the rewon freedom of the Federal
Reserve system. The Eisenhower Administration
has upon occasion been disposed to do a bit of
boasting about the "independence" of that sys¬
tem, although it must be said that of late months
the habit has grown of saying more about the
"cooperation" that that system has provided in
cheapening money.

| In light of all this it is instructive to take a look
at the record of what has been going on during
the past year. The rediscount rate has been twice
reduced; member bank reserve requirements
have been twice lowered; and the Reserve banks
have been repeatedly in the market as large buy¬
ers of governments. Interest rates have been
pushed progressively down and down; the Treas¬
ury has been borrowing at lower and lower in¬
terest cost; the banks have been led—we had al¬
most said, forced—to absorb large amounts of the
Treasury deficit. Owners of long-term United
States Government bonds are not now assured
that they may at any moment turn them over to
the Federal Reserve at a fixed price, but so long

Continued on page 35

Of Tax Reform Measure
By ELBERT P. TUTTLE*

:

; General Counsel, U. S. Treasury Department

Describing the Tax Reform measure in Congress as a
technical task, representing legislation of a scope never
before attempted; Treasury's legal counsel outlines the
reasons for tax rev&ieii^aftd the results desired from
the process. ;Lists^as-objectivesr (1) making tax bur¬
dens fairer; ." (2) rediicth»"of 4ax deterrents to enter¬
prise ;(3) closing oP tax evasion opportunities, am
(4) simplification and clarification of tax laws, j Holds
taxes and expenditures should come down together, and
Federal budget should be brought under control. Gives :

brief description of structure and organization of
proposed new tax .code; v> * r

I am glad to have an opportunity to discuss with you
some aspects of the Internal Revenue Code of 1954, now
in process of being legislated. The bill passed the House

, on March 18 and is now in the Sen¬
ate. I phrase my assignment in re¬
stricting terms for, as you know, the
new code is a monumental under¬
taking not to be explained in 20, or
even 30 minutes. As a technical
task, it represents legislation of a
scope never before even attempted.
It occurs to me that you may be

interested in hearing something of
the Administration's objectives in
giving this legislation high priority,
of the procedures followed in its de¬
velopment, and of the pattern and
organizational structure of the new
product.
I would ask you to view my com¬

ments as those of an observer not

directly involved in the day-to-day work on the bill.
However, with benefit of a ring-side seat, I may be able
to give you avplay^fey>plffy-^ccount of the performance.

. Continued on page 36
♦An address by Mr. Tuttle at the Sixth Annual Conference on

Federal Taxation, University of Virginia Law School, Charlottesville,
Va., June 24, 1954.

Elbert P. Tuttle
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Foreign Areas Attractive
For American Investments

By WALTER H. DIAMOND*

Editor, McGraw-Hill "American Letter"
1 J McGraw-Hill International Corporation

i m- v , t • ' - i

Noting a growing trend in foreign countries of easier
taxes;and a more favorable climate for American invest- ■,! i
ment, Mr. Diamond reveals conditions, both favorable •
and unfavorable, in nations throughout the world
where foreign branches of U. S. enterprises might be
profitably ■ established, i Predicts during next decade ;
U. S. industry will place 90% of its overseas investment

- in the selected areas he describes.

1 A growing; trend toward lower taxes in foreign
countries is one of the key. reasons why more United
States firms are manufacturing abroad today than any
time in history. Whether it be near the cliffs of Dover,
the outskirts of Ankara or the hills • *
of Rio de Janeiro, the American
businessman you meet abroad now¬
adays will immediately tell you he
is amazed by the rapid expansion of
U. S. industry in foreign nations.
The latest census shows that there
are nearly 2,600 American companies
with overseas investments. Of these,
approximately 1,200 account for 95%
of the actual capital invested—which
at present is at an all-time peak of
$16.5 billion. A further breakdown
discloses that the foreign operations

; of these enterprises generally are
concentrated in the few countries
where - tax laws provide a real in¬
centive to produce. During the past ;
two years over 1,000 American companies sought approval
to establish overseas brandies, subsidiaries or offices.
Most of these concerns already have taken their first
steps to set up operations. By far the bulk of these

i Continued ori page 30

♦An address by Mr. Diamond at the Institute of International
Trade, University of Illinois, Monticello, III., June 23, 1954. Mr.
Diamond is also Editor of "Foreign Tax and Trade Briefs," the Mat¬
thew Bender Publishing Company foreign tax service.
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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 not intended to be, nor
are they to be regarded, as an offer to sell the securities discussed.)

This Week's

Forum Participants and

Their Selections

IIARUY D. MILLER

Partner, Nugent & Igoe,
East Orange, N. J.

commercial purposes since the end
of the war. The Model B-50 is a

newcomer and production has not
Members of New York. Stock Exchange caught Up with tile backlog

of orders. The company also has

Beech Aircraft Corporation—
Harry D. Miller, Partner, Nu¬
gent & Igoe, East Orange, N. J.
(Page 2)

Merritt-Chapman & Scott Com¬
pany — Thomas F. Willmore,
Thomas F. Willmore Co., Invest¬
ment Counselors, Detroit, Mich.
(Page 2)

Beach Aircraft Corporation an important market for its prod-
Jfc.

Specialists in

Rights & Scrip
Since 1917,

ffipONNELL&fO.
Members

New York Stock Exchange
American Stock Exchange

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

While B'eech Aircraft is not u.c^s *n, foreign countries and, nex£ 12 months, all of which is
suited to every type of account, since the end of the war» this fjrnrl business,
it has great attraction for per- market has absorbed almost vo0 company has issued only
centage appreciation over the next million worth of Beecn products, common stock, numbering 599,865distributed through a worldwide shares, and it would seem thatDistributor organization, in spite these shares are underpriced atof restrictions on imports, blocked this time, in view of the antici-

currencies, allocated exchange, pated earnings for the company'sand other political difficulties. present fiscal year, as well as its
The commercial and business outlook for- the future. A total

field is by no means the only in- market valuation of $9,000,09 j for
terest of the company. During this company is certainly not ex-
World War II it stood about 70th cessive.
in dollar volume of output of war Beech Aircraft common, listed
materials of all the companies in on the New York Stock Exchange
the country. Its principal con- and currently selling at a price
tribution to the war effort was of about 15, is naturally suited
the manufacture of many types of for the speculator rather than for
twin-engine training airplanes, institutional or investment ac-
whic'n were used to train pilots, counts,
bombardiers, navigators, and other

several
months.
Prior to

cancellation
of a very large
contract early
last summer,
the stock of

Beech Air¬

craft sold con¬

sistently in
the same price
range as that
of North

American
Aviation and

other aircraft
manufacturers

Harry D. Miller

Trading Interest In

American Furniture

Bassett Furniture Industries

Camp Manufacturing
Commonwealth Natural Gas

Dan River Mills

Life Insurance Co. of Va.

portion of
common

stocks to car¬

ry in a port¬
folio. The old
a uthenticated

theory of
business and

market cycles
seems to have
been thrown

temporarily
out of the
window. Many
of us may still
live to regret
the abandon¬
ment of such

LD 39

Lynchburg, Va.
TWX LY 77

John B. Stetson Pfd.

Public Service Coordinated

4s, 1990
Pocono Hotels Units

Leeds & Lippincott Units
Walnut Apts. Common
Pratt Read Co. Common

Samuel K. Phillips & Co.
Members Phila.-Balt, Stock Exchange

Pennsylvania Bldg., Philadelphia
Teletype N. Y. Phone
PH 375 COrtlandt 7-6814

I. G. FARBEN
Successor Companies

Ask for Information

Qflpmhewwi &
Members New York Stock Exchange

25 Broad St., New York 4, N. Y.
Phone: HA 2-9766 Tele. NY 1-3222

THOMAS F. WILLMORE

Thomas F. Willmore Co., Investment
Counselors, Detroit, Mich.

Author of "A Lifetime Investment
Program"

Merritt-Chapman & Scott

So long as this bull market for

personnel, and these, were all air-
whose securities have moved sub- craft of its own design,
stantially higher. Acceptance of ^ ^ preserd time, it is build-
this contract had required exten-

jng anfj dehVering T-34 BEECH-
sive build-up on the pait of craFT trainers to the United
Beech, and when the contract was states Air Force and recently has
cancelled, some drastic readjust- secured a large contract for the
ments had to be made. This re-

same airplane for the United ^ ^ .suited in a large loss for the fiscal states Navy. In addition, it has common stocks lasts the invest-
year ended Sept. 30 and omission built this airplane for the Air ment manager must be seriouslyof dividends for three-quarters Eorces 0f chile, Colombia, and concerned about the praoer pro-just at a time when the aircrait gan Salvador, and has built a
group was enjoying a bull market qUantity for the National Safetyall of its own. A look at the fig- Eorces 0f Japan and, in addition,
ures on Beech since the beginning ^ag arranged a licensing agree-of its current fiscal year will show ment to have the T34 BEECH_
it has every right to catch up to CRAFT built in Japan. A licensethe parade. agreement also has been consum-
Actual earnings of $2-57 per mated with Canada so that the

share for the six months ended
T_34 BEECHCRAFT can be built

March 30 are expected to reach for Boya] Canadian Air Force
over $4 for the nine months ended jn Canada. One of the principalJune. This compares favorably business advantages of a success-
with earnings for the same six fui trainer is that it does not be-
months ended March pf $2.58 for come obsolete with minor im-
North American Aviation (33/2) provements in power plants, butand $2.62 for Lockheed (33). Dur- js aBie t0 continue year after yearing this nine months period of as a stable contributor to the pro- Thomas Willmorehigh earnings, backlog has risen duction volume of its originator.

^TDAHITD TAVI fiD 9 Inn nividpndq°hnve been The Military Services also have a faithful friend. As for the ac-bTRADERJAYLOR& CO., Inc. ^ naid In evidenced interest in the B-50 counts operated from my office
C ll n in , It s mv BEECHCRAFT twin-engine air- they have been down to a 25%
expectation that management win Pla"e- and a quantity have al- equifcr holding for the last sev-
pnifin„p fn ,-winrP mnnthlv divi- readV been delivered to the eral months, the 75% balance
dends at this ^ate untR thJ three United States Army for Personnel having been placed Reasonablydends at this 1 ate until the three

transport purpc)Ses. It has been safely in fair to high grade fixedomitted dividends have been
„ ** ' i innnl WiiritiDC

picked up, at which time, a higher e<d in 0 and other areas of..f ,, . " . . ..

nf na' pnt whniH nnt hp nnt the w°rld where the Army main- Hut there is no diama in writ-
nf nrrfPr tainS its f°rCeS" lllg ab°Ut 3 high gFade b°nd 0r0

. r . , i i '■■■'. ,u • A ... , , ... , a high grade preferred stock.A brief look at the an craft - A third phase of the company s Furthermore some common stocksdustry will show that during re- business is the manufacture of should undoubtedly be heldcent years an important new mar- important major units for other Accounts with 25% or less con-ket has begun to develop along companies. Its operating efficiency fpnt nf pmijtipc ran 3ffnrri tosubstantial lines for aircraft man- and the quality of its workman- search foir a few common stocksufacture s. This is e ma ship is of such a high standard with unusual promise even thoughbusiness and executive aircraft, that it has been able to secure +hev contain a laren elnmpnt ofA good many companies have.major sub-contracts from such speculation element otfrom a dozen to 20 airplanes, and companies as Lockheed, Mc- c1]Ph n 'situation is Mprrittthere are literally thousands of Donnell, Republic, and General, Cha^arf&scSt 'small and large organizations that Motors. The importance of these Tt^ frim that \hn rnnstmrtinnown one airplane each. All types-sub-contracts is exemplified by business ishie h11of business are represented, and the fact that a ceremony recently However °f the 58 maiorDroiectsthe further growth of this market was held at the Beech plant in afXs comVanv unto consWseemsto.be assured. connection with the delivery of ?/on in T%3 more than ha f ofThe company , that dominates the 3,000th pair of wings built by them are in The nubHc works
^rnnratOin ha^heen huiPUnff fe?ch f°r the Lockheecl T"33 category. Such public works willCorporation. It has been building trainer.

continue for vears regardless ofthe highest-performance aircraft The company is particularly in- the state of general business.
business ^enerallvinCrefxards &the dePendent in that 11 owns its own Merritt-Chapman & Scott has
name of RFFPHPR AFT as a n as Plant comprising 1,400,000 square grown in 15 years from a $6V2
snr^nee nf s^nS nJrfnrmanee" ^et, at Wichita, Kansas. A recent million annual business volume
mialffv nnrf Performance» appraisal indicated that the plant to $104 million. During this pe-

a+ tbl «rfcS V:™* +1ao nom is worth approximately $15 mil- riod earnings per share havena^v hiriiric t?p ^ ll0n more than the am0unt carried multiplied 15 times, from 26 centspany builds the single-engine, on tbe company's books, due to a share to $3.96 in 1953.
Knr~fP$9neoo<?n?i?Za'- i + • Appreciation in the cost of con- -phe comnanv has onlv a small/
eng"ne M^del'B^o'whkh selTs'at SvUCtionThof buiIdin8s, and ma" funded debt, $4 million, and J
approximately $70,M0; and the 2^3 anV^feTLnolv toTnn_Pre£err?d St0Ck' At "S cmi4seven-to eisht-Dlace Suner Model wells and water supply to in price 0f ar0und 24 the indicatetseven to eignt place buper Model sure a£ramst lnterruption of oner- dividend rate of $2.00 ($2.50 in18, which sells at approximately afion dllP +0 shortage nf tbpcio ?nli; r,?7 J$100 000 ation due to shortages of these 1953) yields to 8%%.3>iuu,uuu. , . important utilities. At the present „ . . , . .

„The market has absorbed ap- time if is planning delivery of ap- .J. J* undertakings are well
proximately 4,000 Bonanzas and proximately $75 million worth of dlveislfied both geographically
about a thousand Model 18's for equipment and services'during the Continued Am page 38
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Can We Beat the Business Cycle?
By BENSON FORD*

Vice-President, Ford Motor Company

In referring to the role and responsibilities of business man¬

agement as a force in "blunting the bite" of the business cycle,
' Ford Company executive lists things which management might

do to promote stability of the economy as : (1) keep to reason¬

able optimism in America's future; (2) maintain a vigorous
competitive spirit; (3) don't neglect research and a spirit of

» progress^ and (4) keep a tight hold on fundamentals of pri¬
vate enterprise. Stresses sound capital investment programs M;

as contribution to stability.

Benson Ford

I am particulary happy to have
• this chance to talk before a group
of people who have such immense
influence on the thinking of peo-

p1e through¬
out this coun¬

try of ours.
In addition

to the tremen¬

dous job the
advertising in¬
dustry is do¬
ing to help
keep the
wheels of in¬

dustry turn¬
ing, you are
also doing a
whole 1 o t to

articulate and

explain what
i m i g h t b e

called the business viewpoint. In
the past we fell down badly "on
that job, with consequences that
were damaging to the best inter¬
ests of business and* I think, of all
the American people.
We in industry will continue to

lean heavily on your help and
guidance in telling the American
people our story, as well as in
selling them our wares.
I hope you will consider what

I have to say today in thWt light.
It seems to me there is a very big
and controversial question which
needs exploring at this time. It
is a question of deep concern to
all of us who are interested in

keeping the private enterprise
system strong and healthy. I re¬
fer to the role and responsibility
of the businessman in softening
the swings of boom and bust
which have plagued us in the past.
I mentioned that this subject is

controversial. A good many busi¬
nessmen seem to believe that the

-Jess said about it,"the better. They
feel that to belabor this issue is
to burden the businessman with a

responsibility that is not rightly
his—one which he cannot possi¬
bly discharge.
They point out that a great

many things which affect business
—wars, government actions and
the like—are beyond the direct
control of business.

They point out that business
cannot act as a whole, that there
is no such thing as a "business
viewpoint" or business action on
a national basis. Rather the busi¬

ness decision or viewpoint is made
up of thousands of individual
businesses trying to do what is
best for each individual company.

They say, with perfect truth,
that the Federal Government ex¬

erts the strongest single force for
stability or instability as a result

*An address by Mr. Ford before the
50th Annual Convention of the Advertis¬

ing Federation of America, Boston, Mass.,
June 23, 1954.

of its powers to tax and spend
and to control credit.

- ' m; ! - " V- l,'\ ' ' :v •
-
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Is Management Responsible for
Business Cycles?

Perhaps we can agree that the
decisions of business management
are as much the result as the

cause of business cycles. But we
still must face a rather obvious
fact. Whether it's right or wrong,
most people do regard a business
depression as something you

blame, at least in part, on busi¬
nessmen. There's a sort of primi¬
tive logic to that viewpoint. We
cannot ignore it without imperil¬
ing the economic system which
we believe in.

Let's never forget that, like all
free institutions, the private enter¬
prise system is perpetually under
fire. It must go on producing the
goods. If enough people lose faith
in it, they can throw it out the
window. They can do it by turn¬
ing the reins over to the govern¬
ment. They can do it, with rough¬
ly the same results, by successfully
changing the fundamental rela¬
tionship between employee and
employer. They can do it by in¬
sisting that social progress become
not the natural by-product but
the immediate and basic objective
of industry.
I don't mean to sound alarmist

or to raise the tired old cry of
"creeping socialism." P r i v ate
enterprise is a pretty rugged
system and it has lots of enthusi¬
astic supporters. Right now it
seems to me that its stock is espe¬

cially high. We have had a long,
long spell of prosperity. We.now
have an Administration which is
committed to encouraging pri¬
vate enterprise. Most important,
it seems to me the businessman
has come a long way in identify¬
ing himself as one who under¬
stands and shares the needs and

aspirations of the American peo¬

ple.
But let's remember that business

conditions may not always be as

consistently good as we would
like them to be. Administrations,
alas, may change. So the best
hope for preserving the private
enterprise system over the long
pull lies in sound and responsible
business leadership.
If we want to preserve confi¬

dence in the system, we can't
throw up our hands whenever
things go wrong. We can't say:

Don't look at me! Joe did it. We've

got to make sure that, sSO far as
we can^elp to keep the economy
on an even keel, we areydoing our
very best. IiKwe try hard and
have a respectable batting aver¬

age—not necessarily .400, but per¬
haps .265—then I think most peo-

Continued on page 40
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Oil on the Shelf
By IRA U. COBLEIGII
Enterprise Economist

A seagull's eye view of the activity on tidal shores of the Gulf
of Mexico; and of some of the enterprises seeking to prove
that oil and water (salt) can be profitably mixed, if the

>• technique is right.

Ira U. Cobleigh

The title might have confused
you. We're not going to talk to¬
day about oil in a can on the kit¬
chen shelf, to squirt smoothness

and semi-sil-
-ence into sew-

i n g machine
or lawn mow¬

er. No indeed!
We have a lot
more oil and a

'lots larger
shelf to dis¬
cuss—the pos¬
sible 10 bil¬
lion barrels of

p et r o 1 e u m
that may lurk

'

beneath the
Continental

shelf, as it
„ : V stretches

south from Louisiana and Texas
beneath the once pirate ridden
waters of the Gulf of Mexico. The
shrimp boats are giving way to
drill boats!

Sounds kind of crazy to go

off to sea 30 or 40 miles from land
to look and drill for oil, but that'
just what's been happening down
there. It all started back in the
30's when oil geologists, with in¬
cisive logic, concluded that the
same sort of formations that pro¬
duced lush oil in East Texas and
Louisiana, stretched out under¬
neath the Continental Shelf; but
it was not until around 1946 when
improved seismographic methods,
plus the expanded demand for oil,
resulted in extensive maritime

drilling. Everything was going
quite well, and some good sub¬
marine producers were brought

/ in, when there arose a hassle as
to who owned the off shore land,

Uncle Sam or the respective
states? This legal dosie-do clam¬
med up the drilling pretty much
from 1950 to March 16, 1953, when
President Eisenhower signed a bill
definitely assigning the offshore
real estate titles (to the first 10.38
miles out to sea) to the states.
After that it's Uncle Sam's whale
pasture. , ^ -

Important Leaseholders

Came a scramble for leases, and
in the year and a quarter since,
the Petroleum Majors such as
S h e 11, f Continental Magnolia,
Humble, Gulf, Phillips, Superior
and Kerr-McGee have become im¬
portant leaseholders. Most of them
now boast some sizeable proven
reserves. Recent successes like
Magnolia's Cameron Parish Well
(400 barrels a day), and Eugene
Island (also 400 barrels a day)
both about 18 miles off shore
(Continental is 37 y2% partner in
each) tend to establish the prob¬
able existence of a king-size oil
field. Leasing recently has be¬
come animated, and prices have
gone as high as $500 an acre for
diver's lands (I use this expres¬
sion since the terra firma is cov¬
ered by 15 to 45 feet of water!).
That the geologists were right

about there being plenty of oil
on the shelf, seems now proved
by oil production off Louisiana of
about 42,000 barrels a day (up
over 100% since last year) and
the fact that some oil sands
reached have been between 700
and 800 feet thick. Contrasted
with such depts, Alberta pay zones
are pancake thin.
While enormous confidence now

exists that the offshore oil is

CLAUDE T. CROCKETT A. GORDON CROCKETT

FIRST NATIONAL BANK BLDG.,
HOUSTON 2, TEXAS

CHarter 2541 TWX — HO 585

1 •f.-.'u'-> ; * UVI.V.--IV

We maintain a real market in

American Tidelands Common
Contact us for full details

Direct and Connecting Wires to

really there, the problem of get¬
ting at it is both rugged and ex¬
pensive. It has usually been esti¬
mated that it costs three times as

much to drill offshore than on

land; and, of course, in the Gulf
there's that old debbil the wind.
Tropical hurricanes can play
havoc with a drilling fleet, if it
is not deployed into safe havens
at the first Coast Guard warning;
and the drilling platforms embed¬
ded in shallow waters can take
a costly pounding. And then,, too,
there's the problem of transport¬
ing personnel, pipe, fuel and the
oil itself, if fortune delivers same.
As a result, it has been generally
thought that Gulf exploration,
discovery and drilling, was for the
big boys. • -

, Up to now that's the way it's
been;and over a quarter billion has
been laid out, mostly grubstaked
by the big outfits mentioned a few
paragraphs back. Only within the
past few months, Gulf is reported
to have spent around $10
million on leases, with a corre¬

sponding outlay for drilling, work
boats, etc. to come. In the past
year, 150 underwater wells have
been drilled, for the most part in
shallow (10 to 13 feet) water,
within 20 miles of shore, and at
average debths considerably less
than 10,000 feet. Most of these
have been sent down off the
Louisiana shores, but more re¬

cently the number on Texas tidal
terrain has been increasng. *
A word should be said about

offshore drilling rigs. They're
scarce, and in great demand.
Usually permanent drilling plat¬
forms have been fastened down
in shallow water, and tugs, work
boats or converted landing craft,
have been deployed to bring
workers, the lengths of pipes, and
all the trappingsand gear of a

rotary rig to the platform. Then
if, or when, the oil oozed up,
tankers were brought alongside to
receive same; and if the flow was

big enough in a section, a small
pipeline to shore was set down,
laid in a trough on the bottom,
blasted out by a compressed air
jet.

The Submersible Platform

That's the/ way it's been, but
something new has been added—
the submersible drill platform!
This is a boat^that looks like a

bridge on a scow. Kei;r-McGee
pioneered in this type of unit as
far back as 1940, but a brand new
one is now on the ways at the
Alexander Shipyard, being built
by a recently formed enterprise
called American Tidelands, Inc.,
whose common shares were of¬
fered for public subscription at
$1 in April.
According to the prospectus of

April 2, 1954 (which gives the
%only authentic facts about the
company) the American Tide-
lands, Inc. barge is 200 feet long,
74 feet wide and 12 feet deep. It's

a complete floating out driller,
with air conditioned quarters for
40 personnel and all gear, built
atop a series of 12 steel caissons
some 60 feet high, resting on a

steel scow which provides the
necessary buoyancy. The whole
thing is towed to a likely spot in
the Gulf, perhaps 30 miles out.
Then the scow sections are flooded
and sink softly to the bottom,
bringing the rig section topside,
down to a pbint somewhat above
the wash of water and waves.

Then this big mechanical sea-bug
goes to work with its rotary drill.
If it brings in a well, a fixed drill¬
ing platform can then be built to
replace it, and the barge on stilts,
towed to another petrol-zone sec¬

tion of the sea floor. American

Tidelands, Inc. proposes to use
this unit to drill for oil or gas for
major companies (a somewhat
similar type but smaller unit is
reported " recently to have been
chartered at $6,000 per day).
Here's an interesting addition to

the oil drillers arsenal, one tough
enough to withstand 100 MPH
winds, and still able to drill up to
15,000 feet in 45 feet of water.
Barges like this are likely to
catch on in a big way, and point
to interesting future possibilities
for American Tidelands, Inc. and
others who may build and oper¬
ate them. ;

. Some Prospective Winners. r

This column always tries not to
be too general in its coverage, so
if you've stayed with us so far
you may say what's the best way
to acquire a speculative interest
in the oil, on or rather within,
the Continental Shelf, which may

well create a jvast new industrial
frontier. Obviously you can get
your feet wet, geologically speak¬
ing, by becoming a stockholder in
Pure Oil, which has a lot of5 sub¬
merged gas, Standard of Califor¬
nia, ' which probably has the
largest present production, ^Con¬
tinental, Shell, Gulf and Socony
Vacuum. Kerr-McGee should also
be inspected. r

- Other smaller units like Amer¬
ican Tidelands, Inc. may emerge
as more speculative vehicles, and
quite a few well heeled gentlemen
in Houston, Corpus Christi and
New Orleans are, and will be,
grubstaking drilling syndicates.
Perhaps you may wonder why

we've only talked about the Gulf
off Louisiana and Texas. What
about other tidelands?-Isn't there

any oil off Florida (East or West
Coast)? There's a lot of tideland
there. What about off California?

Well, the answer seems to be that
in the West Gulf, the Continental
Shelf eases off very gradually

f (about a foot a mile) for from
30 to 90 miles off shore, with
depths averaging 40 or 50 feet;
and the water is somewhat shelt¬
ered. This is favorable for seismic
exploration, for drilling, and run¬
ning sea floor pipelines. Off Flor¬
ida and California, the land dives
off faster, the depths are greater,
and drilling is lots tougher. Also
the geological formations are less
well defined as oil bearing. ' So
let's stick to the shelf—the Con¬
tinental Shelf, that is—and hope
it's saturated with oil, and that

you're in on it, perhaps disguised
as a stockholder in one Of the
successful companies.

\L
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Albuquerque—Quinn & Co.
(Phone 3-3711)

Atlanta—J. W. Tindall & Co.
(Walnut 0720)

Chicago—McMaster Hutchinson A Co.
(Financial 6-4646)

Cleveland—Wm. J. Mericka & Co.
(MAin 1-8500)

Dallas—Dallas Rupe & Son
(Riverside 3435)

Dallas—Southwestern Securities Co.'
(Riverside 5471)

Denver—B. E. Simpson & Co.
(Keystone 3101)

Detroit—R. C. 0'Donnell & Co.
(WOodward 3-7040)

El Paso—Harold S. Stewart & Co.
(Phone 3-3437)

Harrisburg—Blair F. Claybaugh & Co.
(Phone 4-4001)

Kansas City—Burke & MacDonald i

(Harrison 7060)

Los Angeles—Dempsey-Tegeler A Co.
(MAdison 9-3311)

Midland—Southwestern Securities Co.
(Phone 2-5235)

New Orleans—T. J. Feibleman & Co.
(Raymond 3329)

New York—Joseph McManus & Co.
(DIgby 4-3122)

Odessa—Southwestern Securities- Co. *

(Phone 7-6626)

Phoenix—Kenneth Ellis & Co.
(ALpine 4-5581)

Pittsburgh—Blair F. Claybaugh A Co.
(GRant 1-1241)

Portland—Zilka, Smither A Co.
(Atwater 8261)

St. Louis—Dempsey-Tegeler A Co.
(Garfield 0727)

Salt Lake City—A. P. Kibbe A Co.
(Phone 4-0501)

San Antonio—Lentz, Newton A Co.
(Garfield 2361)

San Francisco—Wulff, Hansen A Co.
(Garfield 1-8900)

Seattle—Blanchett, Hinton A Jones, Inc.
(Eliot 3825)

Toronto—Matthews A Co.
(EMpire 4-5191)

Tucson—Henry Dahlberg A Co.
(Phone 3-0518)

(Contact us through any of them)
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Statistical Information
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The trend of industrial production for the nation as a whole,
in the period ending on Wednesday of last week, held unchanged
from that of the previous week. As was true of past periods, de¬
clines in some lines were counteracted by advances in others.

The employment situation saw a rise of 3.5% in continued
claims for unemployment insurance payments in the week ended
June 5 from those of the preceding week. Initial claims in the
period ended June 12, increased 4% from those of the prior week.
Layoffs in household machinery, leather, apparel and ordnance
industries contributed to the rise in initial claims.

New claims for unemployment compensation in 12 key states
in the week ended June 19 dipped to a new low for the year after
rising slightly in the preceding week. They dropped to 182,645,
down 4,159 from the week ended June 12. The total for the latest
period compared with 118,961 new claims filed in the like 1953
week.

In the steel industry steel u?ers will kick like steers but with¬
in the next week or 10 days steel price tags will go up by an aver¬
age of $3 to $4 a ton, states "The Iron Age," national metalworking
weekly, this week. A check of steel officials the current week
indicated little or no chance that the price line could be held after
the steel union had hammered out a wage-insurance-pension pack¬
age whicmwill cost steel companies from 10 to 12 cents an hour.

The full impact of the increase that averted a strike at mid¬
night June 30 is still to be studied. Not all steel items have iden¬
tical labor costs. Some will therefore be raised by less than the
$3 to $4 a ton average. Some will top the average, it notes.

i\mong steel company officials questioned by "The Iron Age**
this week there was no doubt about the need for a price increase.
Typical comment: "We might have squeezed through for a while
on our original offer without a price boost. But it's absurd to
think we or anybody else can absorb anything like 12 cents an
hour." '

Steel officials know that their customers are worried about
higher costs. These customers have been saying so for the past
few weeks. But steel people are a lot more conscious of the need
for a decent profit margin now than they were in the prewar
price-cutting days. One reason asserts "The Iron Age": merely to
replace present plant and equipment as it wears out will cost them
one billion a year at current prices. And this allows nothing for
expansion of present capacity. Earnings for the industry in 1953
were about $700 million.

Lack of pre-strike jitters gave many the impression that a
strike threat didn't really exist. Some thought there had been a
"deal." The fact that furnaces weren't banked on Monday—with
only two days to go to the strike deadline—was misleading, de¬
clares this trade journal.

'

The fact is that much practice has cut furnace banking time
from 3 to 4 days to something less than 2 days. But there was
no deal and the threat was there. The simple truth is that the
business upturn strengthened labor's hand, gave management rea-

¥ >

Continued on page 33
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Our Puerto Rican

Immigration Problem
By A. WILFRED MAY

'

•

.
_ • " : . • • '

•'.j. Mr. May shows how the future course of immigration is bound
up with (1) possible Federal help for the Island; (2) over-

,.,v population; (3) local employment opportunities, and (4)
j .comparative wages, costs and living standards— with these

factors interacting. Points out concentration evil at receiving
end on Mainland. Concludes solution of problems will be slow.

tically no requirement for raw which is the statutory minimum armed services spending prop may
materials.

Employment-Unemployment
- Correlative to the population
factor as a major influence on

immigration is the employment-
unemployment situation in the
Commonwealth. While employ¬
ment statistics are necessarily
somewhat "tricky," particularly
because of the large proportion of
the inhabitants in part-time oc¬

cupation, as in sugar-cane with

wage rate operative under the entail, some doubt
Fair Labor Standards Act.

Gas Utility 65c ;
Alcoholic Beverage 60
Jewel Cutting — 50
Stone and Glass — 50
Unskilled Construction _ 32
Hospital and Clinic 31
Railway 25
Chauffeur 50
Machine Shop 58

Living Cost Side of the Equation
In calculating comparison of

Dispersion Out of New York
At the continental end, one of

the sources of aggravation, in line
with general refugee experience,
is their concentration in New York
City, with its twin appeal of
glamor and industrial activity.
Despite the dispersion which we
have shown above, .the fact re¬
mains that 80% of the immigrants
still are located in New York City.

. Such concentration, of course,
offers great problems at the re-

lts dead half-year intermission,
tho fnllmxrinct nTroroll ficrnroc nrn A11 . — UJLiCX S great pi uuieiliS til tile ic-

nvAm, itt a at . l e iouowmg overall iigures pro recd wages, the Island s living cost ceiving end:—as in housing, where
The Puerto ftta P. P»cjure .of. the, prob- hUl.suxprteingly.,1,8s iittle or no to put'the immigrants : in' a cityine -great promem or Jruerio struction costs. But the imme- lem. orjimntocro nffar Miiu- hpre is ^
Rican immigration, far from be- diacy of such a program is, of calendar

Year / Employed1951 591,0001952 559,0001953 543,000

ing' confined to New York, con- course, extremely dubious.
4. •' ■ * cerns the U. S.

on a nation¬

wide scale. In

fact, the

wage rates. While all three b""f Vemanrtn <*nts, against 19.7 cents,
born popula- haye a strong reciprocal rela- w»

Otherwise, the answer is bound
up principally with the three
factors of overpopulation, relative
employment opportunities, and

Unemployed

114,000
100,000
91,000

advantage to offer/ Milk hera is which is already overcrowded
23.7 cents per quart delivered, with under-income groups offers
against but 22 cents on the main- threats to sanitary conditions,
land. . Eggs are 6.8 cents here, turns housing projects into A .a
against 5.5 cents. Loaf bread is a single predominant group; and

In 1954, as of April, as reported aga|nst 17 cento; and rice is
bit less here, 14 cents a pound,

13

tion of areas tionshin let us°pxamin7themVen Sierra Berdecia> unemployment Gasoline prices here are corn-
outside New arately examlna them sep increased by 11M>% over last year, parable to, or slightly lower than,
York City "" Over-PoDulatinn* This record> the Secretary inter- those in most of the States,
has since 1949 . - .. , prets to the visiting New Yorkers Prices on commodities in gen-
been increas- -. .i. regardmg the trend of the optimistically, if somewhat de- eral may range from 5% to 30% the country. But, as with other

" ~ x - - facets of the overall problem,

generally entails the traditional
community prejudice against a

minority group. ; , . ...: ,

The Mayor's fCommission on
Puerto Rican Affairs, and others,
are endeavoring to fan out the
Puerto Rican arrivals throughout

A. Wilfred May

ing at a more cjy1}4an.,populatlon» n°w totals fensively, by stating that, "it higher than the average on the
rapid rate ah°ut the same as in 1950, net means that the Island, as yet, has mainland, the Puerto Rico Eco-

• than in New ff mi£ratl0n and army indue- not been materially affected by nomic Development Administra-
i^York1 City.ticn, ~ : <- the 'rolling adjustment' on the tion reports.
-". During the -On a-comparative: basis,^the Mainland.". .^v , Thus, irrespective of the exact
past decade'tJw^p,^Popf»latiiHrindisputably is.-Apart-;from_ weighing the exact incidence of the comparative fig-

progress will necessarily remain
slow. . . , j "

A Fee for Dealers on

Handling "Rights"
Philadelphia Electric Co.'s an-

xl, ,A. . . ... , . nouncement that it will pay in-
this motivation, by subsidised lip- vestment dealers a fee for obtain-?
provement for the Island or other- jng subscriptions in connection
wise, will necessarily be slow. with jts offering of rights to com-

three mUIion inhabitant total, The relative Island-Coatinent .Actually, the long-term picture monstockholders jWas well re-
F. K. population growth, outsider differential and thp 'i- • - • f ? j*ASianalikewise carries at least one ele- ceived by broker-dealers every-
that metropolitan area during, the ™ living standards: constifute the ment of vulnerability. As is the where. Those in the investment
past three years has been 83% ' . - " pur 9Uadd Jcase aB over ^e world, expendi- business have long contended that
against only 48% there. atu?e Ilc approach consider- affecting migration. With the dif- ^ure on military defense provides they are entitled to compensationation of a non-industrialized ferential constantlv brought home an important fillin to the domes- * 4,. * 4.4. 1 • *4- «

area's population should be in to the potential migrant by cor- tic economv The Department of P y P y ln g g
secu-

and" in New Jersey 519%.* " hemisphere? Jhougft migrationpressure.+*?
1950 the relative non-New York wlth 3em'- , ■'-Sy.r „
excess has grown .iturlter.. H,gher Living Mecca

Even at the time of the
census there

Rico-born residents

4,055 in New Jersey, 3,000
Florida, and 3,000 in Illinois.

1950
wprp ^4qci Pnprto 111 pwpuidtiuii snuuiu ue in to tne poienuai migrant py cor- +ir PPnnnmv mh Department of ^ J e
idents in' California, resmfrre^3 ^^thSr10 kfnd^nd1 ^sp0"deTe /nd literaturefrom Defense spent for the armed forces stockholders to subscribe to
„ T o in resources tneir Kind ana the Mainland, existing differen- anri a;r fnrpp here S86 million in r.riiriiocrori trln

abundance, and know-how in us- tials are an important temptation, and $108 million in

sion

What' is"the"future"course of this jTailvonXth And the absence of the currently- i952 -53; and for selective service bave gotten as stockhcTlders No^t
migration to the mainland? Over countl She sufLrs a vRaUack of proposed welfare grants' exten" ^ ^ " —1 w'mn 3 e g stocknoiders. iNOt
the long-term will the last dec- sub-soil resources. She has no

ade's high rate averaging 73,000 0jij and little useable metals or PXnansion accentuates the ^ . . ~ " r j

annually prevail; or, on the other coai And what she does have, is i^fnact nf such' demonstrations of here the VA spent $27 mlUl0n in have much Paperwork to contend
hand are the recent, out.-miera- 4 j ....-4U 41 ' impact oi sucn aemonsirauons OI

i - $822,000 in 1951-52 and $732,000 1 4 ^

of general unemployment in 1952-53. For the Veterans' Ad- only> they contend, do they often
compensation, and Federal hous- ministration and Compensation as a result of rights being issued
ind PYnnncinn Qpppntnafpc tho _ . - .

hand, are the recent out-migra- certainly not used with the maxi-
tion decreases to a 53,000 annual mum efficiency.
average significant?

Federal Cooperation \t the
Source

First, adoption of the sugges¬
tions for subsidies, made at the

In the past the country has

_

, T ... r* c While now the agricultural pro-
Second Immigration Conference ductivity is of course greatly im.
here, would lower the out-migra- proved an available farmable
tion incentive These envisage ex- land ig being used with llttle
tension by the Federal Govern- room for significant expansion
ment of larger welfare grants to there, and with too many people
the Island, of general unemploy- aiready living off the land, the
ment compensation not now ex¬

isting, and revision of Federal
housing formulas to a dollar in
lieu of a unit basis, to take ad-

under-privilege. the earlier year, and $22 million with but their time is consumed
On the income side, the Island in 1952-53. While these veteran by investors seeking advice as to

. has great competitive difficulties, payments presumably are a per- the wisdom of exercising those
earned its living from agriculture. The average individual's annual manpn4 affair the duration of the rights
But even this has not been too income here is but $417, of which manent a*±air' the duratl0n °* tfte rights.
productive; she was poor 50 years one-half is required for his food
ago even with half the population.

Announcing

the firm of

JAMES J. SN0DDY

4 Investment Securities

1413 Melrose Building
/' , l

Houston, Texas

1 Phone BLackstone 5475

TWX HO-340

bill plone. ,, The average family
income in Puerto Rico is $1,900,
contrasted with $3,990 in the case
of wage-earning families in New
York City.
Getting to hourly earnings, the

average Puerto Rican's is only 47
„ . . cents, against $1.79 in U. S.

commonwealth's major effort must Manufacturing,
be directed to non-agricultural A1 . . ,, ... . .

activities. And with industrializa- in t"e fase. °{ut eT ™in\~
tion—"via "Operations Bootstrap" wa&e rate is the Island-
and otherwise—it is clear that the Mainland contrast striking. In
future of the population-migra- construction it is only 60 cents
tion problem is closely tied to the ^er®' a^amst $2 55 ruling in New
flow of capital investment (whose York City under the union wage
possibilities we shall survey in a scale agreed on via collective bar-
forthcoming article). r * - gaining. In the chemical industrv
The ideal pattern would be Den- the minimum wage here is 75

mark and Switzerland, countries fn's ,95 Sf"18 ^ m?ln7
without substantial raw material 'an^ latter being determined
resources, but which nevertheless by the U. S. Department of Labor
over the years have attracted for contracts issued under the
substantial amounts of foreign Public Contracts Act.
capital for non-agricultural ac- Following are the minimum
tivities. Thus, in her essential ac- wage rates in Puerto Rico in other
tivity of watchmaking Switzer- industries; which are to be corn-
land merely fabricates, with prac- pared to the 75 cents in the States,

Mr. Edgar J. Loftus

HAS BEEN ADMITTED TO GENERAL

PARTNERSHIP IN OUR FIRM

W. C. Langiey & Co.
115 BROADWAY

JULY t. 1954

NEW YORK 6, N. Y.

We are pleased to announce

i that the business of

WELLS, ELLIOTT & CO, INC
. Minneapolis, Minnesota •

has been acquired by our firm.

MR. STEPHENSON WELLS

FORMERLY PRESIDENT OF WELLS, ELLIOTT & Co, INC.
"

•' *'
, ■■ ■ . /•:

.has been appointed;, resident manager '
of our new office

231 SO. LA SALLE STREET

CHICAGO 4, ILL.

Telephone: ANdover 3-5813

MR. PRESTON B. SHUTE;
FORMERLY WITH JAMIESON & Co.

has become associated with us as

resident manager of* our office in
RAND TOWER

MINNEAPOLIS 2, MINN.
Telephone: MAin 8341

Baxter,Williams & Co.
Member Midwest Slock Exchange

Wnion Commerce Building, Cleveland 14, Ohio
New York Chicago Philadelphia

Columbus .'Detroit 4 Minneapolis
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Railroads in a Defense Economy

I

By JAMES M. SYMES*

President of the Pennsylvania Railroad

Asserting the promotion and encouragement of a peacetime
transportation system that protects to the fullest the defense
and wartime requirements of the nation is needed, newly
elected President of the Pennsylvania Railroad System points
out the advantage of a large cushion of facilities to be avail¬
able for wartime transport needs. Says nation's defense pro¬

gram is being weakened by failure to carry out the national
transportation policy of Congress, and holds practically noth¬
ing has been done to modernize regulatory procedures for

transportation.

James M. Symes

"Are Railroads EssentiaMo Na¬
tional Defense?" That seems like

a perfectly silly question because
I am sure the answer is perfectly

obvious to

nearly every¬
one.But some¬

times it takes

silly questions
to create con-

structive

thinking and
arouse action.

Before discus¬

sing the mat¬
ter of national,
defense, I
have one ob¬
servation to

make. Nearly
everyone

gathered in
this room tonight is a "railroader."
Aside from your own specific job,
I think you will agree with me

that you know more about rail¬

roading than any other business.
That is only natural. If you did
not actually work for a railroad
as a youngster, you would watch
the trains go by—you would steal
a ride on them—you would be a

passenger. So you were a part of
the railroad and it has been part
of your daily life. Because of
this, you know an awful lot about
"us. You know what makes rail¬

roading "click"—at least you have
;uome very definite ideas on the
subject.
But—rtoo many times we know

so much about certain matters
;hat we defer doing anything
about them—and that is one of
"

he troubles of our industry to¬
day. The public knows too much
i .bout the physical aspects of
ailroading and because of this
,ake it for granted that the rail¬
roads will take care of the eco¬

nomic aspects themselves. But we
. ;an't entirely take care of our¬

selves and, again, one of the nrin-
sipal reasons is because you know
'.oo much about us. So—one of
mr principal objectives is to see

;hat American business leaders

not only know what makes the

'An address by Mr. Symes at a din-
aer given in his honor and in honor of
Walter S. Franklin, Philadelphia, Pa.
June 23, 1954.

railroads "click" — but of more

importance, what actually causes
the "click"—so that there will be
a fully informed public opinion
regarding it.
Now as to national defense:

Ever ^ince World War II the im¬

portance of defense has quite
properly been a major .considera¬
tion in this country. We did not
come out of a war-time economy
into a peace-time economy. We
have an intermediate stage to con¬
tend with—a defense economy.

Defense, as we know it, involves
two very important considera¬
tions. Of fiipst importance— de¬
fense is to prevent war, and, of
second importance—to insure full
protection in the event it is not

prevented. So there have been
many kinds of defense arrange¬
ments set up in this country—to
insure an adequate protection for
our people in the event of war—
and, on the whole, I think we will
agree a mightly good job has been
done, particularly as it pertains to
actual production and planning
for quick production if and when
needed. But I sometimes wonder
if sufficient consideration has
been given to the importance of
transportation in the over-all pic¬
ture? Defense production is ab¬
solutely worthless unless the out¬
put can be transported to the
point needed. So it would seem

that one of the cardinal principles
of a sound defense program would
be:—

Promotion and Encourage¬
ment of a Peace-Time

Transportation System in
Our Economy that Protects
to the Fullest, Defense and
W a r-Time Requirements.
I know that would be the busi¬

ness-like solution to a problem of
that kind. But it sometimes seems

that just the opposite is being
done—and here is why I am of
that opinion.
Most of us here tonight are

familiar with the events of World
War I. All of us are familiar with
the events of World War II. Dur¬

ing" World War I the railroads

were about the' only transporta¬
tion agency we had — and they
were required to perform prac¬

Active Trading Markets

Maintained in all
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Send for comparison of 11 largest Philadelphia Banks
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Incorporated
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tically all of the service to meet
civilian and *war-time require¬
ments. Following World War I—
through the twenties and thirties
—other forms of transportation
moved into the field in a big way,

and I am sure we find no fault
with that. So when World War II
started' we had four major meth¬
ods of transportation in this coun¬

try— railway— airway—highway
and waterway. But what happened
to these several methods of trans¬

port? It did not take long to find
out that the railroads were still
the backbone of defense transpor¬
tation. Within a relatively short
time they were called upon to
perform over 90% of the war

transportation service — and, in
addition, take care of essential
civilian requirements. Why were
the railroads called upon to per¬
form this transportation miracle?
Because the inherent war-time

weakness of other peace-time
transport agencies showed up

rather quickly under war-time
demands. The railroads could pro¬

vide more transportation and a

flexible transportation, with less
manpower and with less stra¬
tegic materials, than most other
methods.

A Cushion of Available Transport
Facilities Needed

You could properly ask — how
did the railroads provide facilities
and equipment to do this? As I
have said, prior to World War I
the railroads handled practically
all the transportation in this coun¬

try. So, with the natural elimina¬
tion of peace-time transportation
requirements during that war,
there was excess plant and equip¬
ment that automatically became
available for war-time use. Prior
to World War II, due to the de¬
pression traffic volume of the
thirties, plus the idling of con¬
siderable plant and equipment
because of other competition com¬

ing into the field, the railroads
actually had a lot of excess plant
ahd eqiupment that could be mob¬
ilized quickly to meet war-time
demands. In short —- because the
railroads had formerly played
such a prominent part in the over¬
all transportation demands of the
country, there was a large cushion
of facilities between peace-time
and war-time requirements -to
throw against war-time transport
needs.

But do we have that same situ¬
ation now? I don't think we have.
It is only natural that total trans¬
portation demands are constantly
growing as .population and stand¬
ards of living increase. But the
railroads ifhave not been partici¬
pating adequately in that trans¬
portation growth. They are ac¬

tually sharing in less and less of
it. I think it is self-evident that
from what happened during World
War II—when the railroads were

called uoon to provide a stand¬
by service for other transport
agencies —- that they would be
called upon again and for the
same reasons if another emer¬

gency should exist. But as I have
stated, with the continuing trans¬
portation growth of the country
and the railroads not participat¬
ing adequately/ therein, that a
cushion of capacity between a

peace- and war-time economy, so

prevalent during World Wars I
and II, quite naturally will not
be there, certainly not to the ex¬
tent it was during other wars. So
that raises a very serious ouestion
—should there be a "moth ball¬

ing" of transnortation during
neace-time to insure an adequate
transportation during war-time—
and, if so, who should pay for it?
Or conversely—if my premise is

correct, and I think it is, does it
seem logical that government
should subsidize during peace¬
time certain segments of transport
that cannot meet emergency con¬

ditions, and at the expense of
weakening a transport agency that
is absolutely essential to emergen¬

cy requirements? Or, would it be
:tter to foster and encourage

peace-time use of the transport days in the year. If and when
agency so essential to emergency such an emergency does arise, it
requirements? I don't think any- might be found—and perhaps too
one should now rightfully expect late—that real defense transpor-
the railroads to provide non-used tation has been substantially
stand-by facilities for emergency weakened by the substitution of
use. To do so would involve a an artificial one. Don't you agree
pricing structure so high that we that the declared transportation
could not hope to maintain a com- policy of our Congress should
petitive position with our sub- have been given due weight in
sidized competitors.

Fair and Impartial Regulation
Needed

consideration of this subject. But
I wonder if it was?

Another threat involves two of
our great natural resources—the

You might think, from what I COal and railroad industries. The
have said, that I am advocating dumping of import residual oil
peace-time subsidy for the rail- into this country, is displacing
road industry. I hope I have not production and transportation of
left that impression. Instead of millions of tons of coal. It also
that, I am advocating removal of almost guarantees oil shortages
the artificial barriers that prevent anci gasoline rationing in the
the normal, full-scale peace-time event of submarine warfare. In
use of the industry—and about all the event of war we all know
that is necessary to bring that from past experience that more
about is enforcement of the na- COal, and the transportation of it,
tional transportation policy de- wm ke urgently needed. But,
clared by Congress in 1940. It is again, can the railroad industry
so simple, short, and understand- or ff,e coal industry—both operat-
able that I am going to take about ing within the framework of our
one minutel to read it to you: free enterprise system — be ex-
"It is hereby declared to be the pected to provide facilities and

national transportation policy of equipment for this standby for „the Congress to provide for fair emergency use? I think what, is
and impartial regulation of all being done here should likewise
modes of transportation subject to ^e examined in light of our trans-
the provisions of this Act, so ad- p0rtation policy,
ministered as to recognize and ' , .. ,

preserve the inherent advantages .,'u , w. u d naturally expect
of each; to oromote safe, ade- that a declared transportation pol-
quate, economical, and efficient 1Cy 0 Congress would have some
service and foster sound economic ^thTchTan^portMendes Tre 'conditions in transportation and ^ ™ , + ? agencies are
among the several carriers; to en- fSfJ11 i+w- u u certainly.
courage the establishment and e or nothing has been done to
maintenance of reasonable charges u strengthen transport
for transportation services, with- ^r0"g? regulatory procedures. ■
out unjust discriminations, undue The Interstate Commerce Act was
preferences or advantages, or un- enacted into law 68 years ago and
fair or destructive comoetitive we ave under it.
practices: to cooperate with the eve^ since. At that time the rail-
several states and the duly author- roads had deevloped into a huge
ized officials thereof; and to en- transportation plant and were
courage fair wages and equitable en.loymg almost a complete mon-
working conditions—all to the end °Ply in that field. No other agency
of developing, coordinating, and could hope to compete ^with their
preserving a national transporta- service or their pricing of the
tion system by water, highway, service. So to correct the abuses
and rail, as well as other means, tfiat were creeping into the in¬
adequate to meet the needs of the dustry, as result of monopoly, and
commerce of the United States, of Pr°PerIy so, this Interstate Com-
the Postal Service, and of the na- nierce Act was enacted into law
tional defense. All of the provi- ~and we have been working un-
sions of this Act shall be admin- der wl*h hut too few amend-
istered and enforced with a view merits ever since.
to carrying out the above dec-

™r*t.

laration of policy." Railroads Confronted With
, , ,. ... _ , New CompetitionThe transportation policy I have

just quoted could be stated in But conditions have completely
these few words—fair treatment changed. With the advent of au¬
to all—and favors to none., That tomotive, air and water transpor¬
ts all we ask of government—that tation, the railroads were con-

the legislators and the administra- fronted with competition for prac-
tive agencies actually carry out tically every passenger and pound
the promise Congress so elo- of freight they carried. The
quently enunciated in 1940, and monopoly of the railroad indus-
has so negligently avoided ever try was over. The concept of the
since. Interstate Commerce Act was' to

I shall cite just a few examples Pr<^e$ the public interest under
of where we pould well have conditions then existing. Because
heeded that policy. The St. Law- of the change in conditions, with-
rence Seaway has been authorized "^nit adequate changes in regula-
primarily as a defense measure. Ilon> procedures
It will soon become a reality and aPd administration of the Inter-
I don't like to "cry over soilled state Commerce Act actually re-
milk." But its construction was tarding the industry, and at .the
largely advocated as a defense sar"e. I1™ not fullv Protecting the
measure—and quite naturally de- Pu /P interest. When an indus- ^
fense does have political appeal— !ry H*3* 1S m position to provide
even though that is not my pur- rnass transportation, of people and
pose in discussing it tonight. But goods, at a lower full cost than
let's examine the total effect on any other transportation agency
our future from a defense stand- can ever hope to attain, and not-
point. Naturally, this subsidized withstanding this economic ad-
competitive transportation route vantage is losing its Dosition in
that offers something below cost the transportation field, it cer-
to the user will deprive the rail- tainly is in the public interest to
roads of tonnage they have been change this trend,
built to handle— and quite na- So again we find that where
turaUy as railroad tonnages di- you would naturally expect to see

minish, so will" the railroad plant the beginning of carrying put the
and equipment. The St. Law- declared national transportation
rence Seaway cannot operate the policy of Congress (through
year round because of weather changed regulatory procedures)
conditions. It could be a "sitting that practically nothing has been
duck" for attack in the event of done about it in 14 years. Don't
war. you think Congress should prop-

Actually what is being done is erIy saY 1° agencies of Govern-
-to substitute an inflexible meth¬

od of transport that cannot be
mobilized where needed and can¬

not be used the year round—for a

flexible method that can be mo¬

bilized where needed and used 3651

ment dealing with transportation:
"Here is what we want done
—it is up to you to see that it
is done. If you can't do it
under the Act as now written,
come in here with the neces-
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ssary amendments so that it
can be done."

I am sure that is the way busi¬
ness would handle" a problem of
that kind. I hope I am not mis¬
understood—that I am criticising
the Interstate Commerce Commis¬
sion. I happen to know most of
the members of that Commission.
They are an intelligent group of
men and are dedicated to their

public duties and, of necessity,
must work extremely hard and
under very trying conditions. But
they are hampered by existing
rules and by some of the things
that have been done in past years.
So, I am not criticising the Com¬
mission. I am advocating that the
Interstate Commerce Act be

amended to meet present day con¬
ditions—and in that way I am sure
the duties of the Commissioners
will be somewhat simplifed. "

Transportation Essential to
Defense

I will endeavor to say in just
a few words what has already
taken most of my time this eve¬

ning. We all agree that America's
program to develop a defensive
strength, so great that no aggres¬
sor dare challenge us, is a sound
one. Transportation is vitally es¬
sential to this program — and
should not be overlooked. The
railroads have Remonstrated that
they -are • the only • dependable
overland transportation in case of
war— and only 10 years ago —
demonstrated tnis essentiality* by
moving over nine-tenths of all'
military materials and personnel.
They cannot maintain their abil¬
ity. to reproduce that great task
—if much of the normal traffic is

diverted to subsidized competition
in peace-time. We are not seek¬
ing rail subsidy in peace times to
protect defense requirements. In
lieu of that, we are asking for the
opportunity to maintain our

strength in both a peace and war¬
time economy. It can be done by
enforceifient of the transportation
policy of the Congress of the
United States—and it is important
that transport be re-examined
quickly so that all of the many
ramifications involved will" be

given appropriate consideration.
I suppose,, by saying that, I may

be accused of being a pessimist in¬
sofar as the future of the railroads
is concerned. But actually the
opposite is true. I am a real op¬
timist for the future of the^rail-
road industry in this country. We
have not had a truly norma*-sit¬
uation in our country for a good
many years. I am hopeful that
what we are now going through
is a transition period headed
toward normalcy. t Transport, in
its many phases, has been devel¬
oping rapidly with too little plan¬
ning of its ultimate future. Therp
is room for every transport
agency in this country and I am
sure they will eventually fall into
their proper economic places,
thereby insuring an adequate
transportation system, designed to
economically and efficiently meet
the demands of commerce —

whether they be peace, defense or-
war time demands. So again, I
am optimistic as to the future of
the railroads, ^because I am posi¬
tive that an informed public will
see to it that the railroads and

other forms of transportation fall
into their natural and true eco¬

nomic position in our normal
economy — and not, because of
subsidies and abnormal condi¬

tions, be forced into artificial con¬
ditions.

Inv. Sees. Corp. Qnens
(Special to The Financial Chronicle)

ATLANTA, Ga". — Investment
Securities Corp. has been formed
with offices in the William-Oliver

Building, to engage in a securities
business. Officers are James R.

Burns, President; Albert Irons,

Vice-President; and Sara S. Topp,
Assistant Secretary.

From Washington
Ahead of the News

By CARLISLE BARGERON

Carlisle Bargeron

History may show that the Indo-China fiasco was the turning
point in our foreign policy. From now on the indications are that
it will contain more sanity.

Whether it will be lor better or worse can be Jeft to the
fforensics of the so-called internationalists and

,fhe so-called isolationists but the chances are
that we will no longer go around trying to get
,into every troubled spot in the world. Ameri¬
can public opinion simply won't stand for it'
and this seems gradually to have been grasped
by the Administration.

Had it not been for our more cautious

allies we undoubtedly would have gone into
Indo-China up to our necks. Public opinion
would not accept our going in-without them.
Now that we, have learned how to stay out of
a war, the^lesson is likely to stick with us for
a long time. It will probably take some time
but it is my opinion that you will gradually
see the effacement of our foreign "problems"
from our national thinking and the effacement
of our Secretary of State from the front pages.

I do not join those observers who insist that Mr. Dulles has
been a failure. He has behn up against an impossible situation
which was not of his making. It was inherited.

His mistake, I think, was in trying to be too active. I am

reminded of one of the smartest men I ever knew, though at the

time I was associated with him I didn't consider him to be unusu¬

ally smart. But overnight and through a sheer stroke of luck he
was plucked to be the General Manager of a great metropolitan

newspaper; The paper enjoyed a monopoly and tremendous suc¬

cess. My friend was not big enough to be the General Manager of
this paper, or I didn't think so, but it turned out that he had sense

enough to let the paper run along just as it had always been

running. He didn't try to effect any changes, to impress his per-

i-sonality on it, to bring in his own men. He had sensei enough to
; keep quiet and as a result for more than 10 years the paper has
continued to prosper and he has prospered along with it.

This is not exactly analogous to Secretary Dulles' situation
but there is some similarity. Dulles sought to improve upon

Dean Acheson's finagling in world affairs, to show more activity.
Whereas Acheson was always trying to set up committees, con¬

ferences and pacts and to travel hither and thither, Dulles felt it
incumbent upon himself to set up better committees, conferences

and pacts and to travel even more. Nobody can say that he hasn't
been indefatigable in his efforts. It is probable, too, that the mood
of the times called for "action" as the term is used, and it be¬
hooved a Secretary of State to run around in circles "accomplish¬
ing" things. But unless I read the signs wrongly, the country has
become weary of foreign "problems" and "crises" in world affairs.
It is interesting to note that an increasing number of our editors
who only a few weeks ago were echoing the slogan th^£/'if Indo-
China falls all of Asia will go," are now asking who originated the
slogan in the first place. This was only natural yhen it developed
that neither Britain nor France was concerned enough to join
with us in "saving". Indo-China.

Perhaps the dawning is slow but there is apparently becoming
an awareness on the part of the American people that they have
got to live with the new world which World War II created. The
statesmen and politicians hate to tell them this; they are afraid
the disillusionment would be taken out on them. Very probably a
sudden disillusionment would cause a political revolution so the
statesmen and politicians stall for time. They set up tribunals such
as the United Nations on the absurd theory that if representatives
of the various nations are brought daily together under one tent
they will be able to compose their differences when the fact is
that throughout modern history the represenatives of the various
nations have been in daily contact with each other in their capaci¬
ties as Ambassadors of those nations. A new set of representatives
under different titles makes no difference.

The Roosevelt New Dealers saturated the country with the
argument that World War II would not have occurred had the
United States joined the Lehgue of Nations, therefore the Repub¬
lican "isolationists" were responsible for it. The truth is that
throughout the League's existence the United States had as fh^ich
influence in it as it would have had as a member. On one occa¬

sion our Secretary of State wanted to intervene when the Japan¬
ese invaded Manchuria;* Britain wouldn't go along. Again, our
government wanted a "firm stand" against Italy's invasion of
Ethiopia; Britain wouldn't go along. The situation would have
been the same if we were a member of the League. Decisions in
international affairs are made by the home offices, not by com¬

mittees or gathering places of diplomats.
Britain is pursuing the realistic, if cynical policy towards

China of "if you can't lick them, join them." The two World Wars
have profoundly affected her position in world affairs but she is
determined to make the best of what is left, not beat her brains
out against a situation of granite and stone.

Public opinion would not permit a similarly realistic policy
on the part of this government, but eventually we will be dealing
with Red China and Eastern Europe, not openly, perhaps, but in.
the manner in which we did a thriving business with Soviet Rus¬
sia in the '20s, long before the recognition of the Soviet Govern¬
ment. And eventually another brash President like Roosevelt will
probably come along and hold that if you are dealing with them
you may as well grant diplomatic recognition. That was Roose¬
velt's attitude on Soviet Russia. But he went overboard and

accepted the Soviets as downright good fellows.
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Dealer-Broker Investment
Recommendations & Literature
'

It is understood that the firms mentioned will be pleased
■

to send interested parties the following literature:

American Oil Companies—Study of 51 leading companies—
Shaskan & Company, 40 Exchange Place, New York 5, N. Y.

Earnings Performance of Japanese Companies—In current is¬
sue of "Weekly Stock Bulletin"—The Nikko Securities Co.,'*
Ltd., 4, 1-chome, Marunouchi, Chiyoda-ku, Tokyo, Japan.

Fire and Casualty Insurance Company Stocks—Brochure of
data on 44 selected companies—Blyth & Co., Inc., 14 Wall
Street, New York 5, N. Y. /4:y.,

Investment Opportunities in Japan—Circular—Yamaichi Secu¬
rities Co., Ltd., Ill Broadway, New York 7, N. Y.

Investments in Plastics—Brochure—Thomson & McKinnon,:
11 Wall Street, New York 5, N. Y.

Japanese Industry — Analysis of outlook — in Monthly Stock
Digest—Nomura Securities Co., Ltd., 1-1 Chome, Nihonbashi-
Tori, Chuo-ku, Tokyo, Japan, and 61 Broadway, New York
6, N. Y.

New York Central Bonds—Analysis in current issue of "Glean¬
ings"—Francis I. du Pont & Co., 1 Wall Street, New York 5,
N. Y. Also in the same issue are an analysis of Time, Inc.
and a list of 40 favorably situated issues.

Over-the-Counter Index—Folder 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, N. Y.

Petroleum Industry—Financial analysis—Petroleum Depart¬
ment, Chase National Bank of the City of New York, Pine
Street, corner of Nassau, New York 15, N. Y. j; ;;

Philadelphia Bank Stocks—Comparison of 11 largest Phila¬
delphia Banks—Stroud & Company, Incorporated, 123 South
Broad Street, Philadelphia 9, Pa. . •

Rail Stocks—Bulletin on. six high-yield stocks for capital gain
Zuckerman, Smith & Co.i 61 Broadway, New York 6, N. Y.

•

'•
://••.' • - • a • • 4 J- ■ 4 -4

American Bosch—-Bulletin-r-Peter P» McDermott & Co., 44
; Wall Street, New York 5, N. Y. '/,/ . - 7, /

American Tidelands, Inc.—Data—Crerie & Company, Electric
' Building, Houston 2, Tex. • ' : • ' V -
Arkansas Missouri Power Co.—Card memorandum—G. A. Sax-
ton & Co., Inc., 70 Pine Street, New York 5, N. Y.

Beatrice Foods Co.—Analytical brochure—Kidder, Peabody &
Co., 17 Wall Street, New York 5, N. Y.

Blaw-Knox Co.—Memorandum-^-Auchincloss, Parker & Redr
path, 52 Wall Street, New York 5, N. Y. .

California Interstate Telephone Company — Analysis— First
California Company, Incorporated, 300 Montgomery Street,
San Francisco 20, Calif. Also available is an analysis of
Puget Sound Power & Light Company.

Central Louisiana Electric Co. — Memorandum — Rauscher,
Pierce & Co., Mercantile Bank Building, Dallas 1, T&x.

Crown Cork & Seal Co., Inc.—Analysis—Gruntal & Co., 25
Broad Street, New York 4, N. Y. Also available is a bulletin
on Gimbel Brothers.

De Beers Consolidated Mines, Ltd.—Analysis—Burnham and
Company, 15 Broad Street, New York 5, N. Y.

W. R. Grace & Company—Bulletin—Jacques Coe & Co., 39
Broadway, New York 6, N. Y.

I. G. Farben Successor Companies—Information—Oppenheimer
& Co., 25 Broad Street, New York 4, N. Y.

Ilycon—Literature—Singer, Bean & Mackie, Inc., 40 Exchange
Place, New York 5, N. Y. Also available is literature on
II & B American Machine.

Meredith Publishing Company—Report—R. M. Horner & Co.,
52 Broadway, New York 4, N. Y.

National Tank Company—Report—Schneider, Bernet & Hick-*"
3 man, Inc., Southwestern Life Building, Dallas 1, Tex.
Pabst Brewing Company—Analysis—Loewi & Co., 225 East
Mason Street, Milwaukee 2, Wis. Also available in the cur-

; rent issue of "Business and Financial Digest" are analyses -
of James Manufacturing Co. and Meredith Publishing Co.

Pacific Northwest Industries— Annual review— Seattle-First
| National Bank, Seattle, Wash.

Reeves Ely Laboratories, Inc.— Kneeland & Co., Board of
Trade Building, Chicago 4, 111. . .. • /

Snap-on-Tools Corporation — Report — Lerner & Co., 10 Post
Office Square, Boston 9, Mass. - .

Southern Production Company—Analysis—H. Hentz & Co.,
60 Beaver Street, New York 4, N. Y.

Krisam, Wells Join
John C.Legg&Co.

i To Banks, Brokers •&-Dealers only
s ■ ' '

— V.

v } ...' .v •, •
„ . — .

v We make primary markets in -

'7 j 385 -'Over-the^Counter" Stocks.
I

. "

Call or Wire
- t ' ' • * 1 *

„ . •

: ! Troster, Singer & Co.
• HA 2- "'/Members: N. Y. Security Dealers Association
- 2400 - - 74 Trinity Place, New York 6, N. Y."

NY 1.
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NSTA

SPEAKERS FOR NSTA CONVENTION

Ludwell A. Strader, Strader, Taylor & Co.,

Inc., Lynchburg, Va., announces that the Hon.

Paul Troast, Chairman of the New Jersey •

Turnpike Commission, and Sumter Kelley of

Spalding, Sibley, Troutman & Kelley, Atlanta,

Georgia, will be speakers at the September -

Municipal Forum. y

Wilbur Krisam Horace W. Wells

Ludwell A. Strader

cJohn. C. Legg Company,
members of the New York Stock

Exchange, have announced that
Wilbur Krisam and Horace W.
Wells have joined the firm's ex¬

panded New York trading depart¬
ment, 76 Beaver Street, as regis¬
tered representatives and will
specialize in life, fire and casualty
insurance stocks. Mr. Krisam was

formerly with Geyer & Co. Incor¬
porated. Mr. Wells was with Shel¬
by Cullom Davis & Co.

COMING

EVENTS
In Investment Field

Aug. 13, 1954 (Denver, Colo.) :

. Bond Club of Denver-Invest¬
ment Bankers Association slimmer
frolic at the- Park Hill/Country
Club; preceded, bya,;Calcutta
Dinner- Aug. -12 at the Albany
Hotel. /; ;' 7

Sept. .10, 1954 (Chicago, IIL) :

- Municipal Bond 'Club "• of Chi¬
cago annual outing at KnoUwood
Country Club, Lake Forest, 111.

Sept. 17, 1954 (Philadelphia, Pa.)

Bond Club of Philadelphia 29th
annual field day at the Hunting¬
ton Valley Country Club, Abing-
ton, Pa.

Sept. 22-26, 1954 (Atlantic City) 1
National Security Traders Asso¬

ciation Annual Convention at th«
Hotel Claridge.

Sept. 23-25, 1954 (Minneapolis
Minn.) j

Board of Governors of Associa¬
tion of Stock Exchange Firms
meeting.

Sept. 27-30, 1954 (New York City)

National Association of Securi¬
ties Administrators meeting at the
Hotel Roosevelt.

Nov. 28-Dec. 3, 1954 (Hollywood,
Fla.)

I Investment Banker^ Association
Annual Convention at the Holly¬
wood Beach Hotel.

California Investors Add
(Special to The Financial Chronicle)

/, LOS ANGELES,Calif.—Maurice

Lichtenberg has been' added to

the staff of California Investors,
3924 Wilshire Boulevard..,

James Squires With Robf. Payne Heads
Interstate Sees. Corp. Dept- for Burnham Go.
CHARLOTTE, N. C.—Interstate *Robert W. Payne is now Man-

Securities Corporation ConnneF^
cial Bank Buildings have an
nouced the association witht their f?
firm of James W. Squires and his
election y as. ] Vice-President > in
charge of/investment- research.
Interstate Securities •Corporation:
has been engaged -in the invest*
ment business in Charlotte/since
•1931. y\;- 77 - •
Mr. 4 Squires is an associate,

member of the Research Institute
of iAmerica, :a member- of : the
Federation for Railway - Progress, i
arid a member of the New: York

Society of Security Analysts. He
is registered with the Securities

Robert W. Payne

a g e r of the
o v e r-t h e-
;counter ' trad-

ying: depart¬
ment of Burn-

4 ham & Co., 15
f Broad Street,
/NewYor k
City, members

4/o f. t h e New
v York Stock
• Exchange. Mr.
•■'iPayneyhas
2 been/as so-«

yciated with
Burnham >&

, Co. for the

& Exchange Commission as a reg- m0nths; prior- thereto he • was
istered investment advisor and has Manager of the New York trading
conducted his own investment ad- department of Courts &Co.

visory firm since 1947.

After graduating from the Taft

School, Watertown, Connecticut,
Mr. Squires entered Yale Univer¬

sity and graduated with an AB

degree in Applied Economics in curities Administrators will meet
1936, Pursuant to graduation he New York City September 27-

_ . _

j . 30. Headquarters will be the Hotel
completed the two-year post Roosevelt.
graduate business training course

of the General Electric Company,
Schenectady, New York. He

Sees. Administrators

To Meet in New York
The National Association of Se-

Charles I. McLean
Charles I. McLean, Partner in

served with the General Electric Harris, Upham & Co., resident in
Contracts Corporation until 1941 Houston, passed away June 28 at
when he became associated with a2e

the U. S. Quartermaster Corps in
a civilian capacity. In 1942 he

joined the Rulane Gas Company
and served as an officer of the

With Cantor, Fitzgerald
(Special to The Financial Chronicle) ^

BEVERLY HILLS, Calif.—Wjl-
_

„ — bur R. Gregor has been added, to
Rulane Gas Company until 1952 the staff of Cantor, Fitzgerald. &
at which time he became Director. Co., Inc., 232 North Canon Drive,
of District Offices and Director of _

.

u * q- rr *
Division Accounting for the. Sub- - / Joins H. Hentz otarr . .

urban Rulane Companies. He also . : - to the Financial c^onicle) t

served as a member of the ex-
'

r. l. :ace W/ Brier has joined the staff
ot IE Hentz: Co^- 9680 Santa

r) * 'VlloxiiorBOolevikiiJ.-

mtmm

.. ©o.,%t&...:
Member NJLSJ>. ^ J

• - Broker and Dealer T4 /

.... Material and Consultation
*" '

. • * ^• on .

Japanese Stocks and Bonds
without obligation ;

61 Broadway, New York 6, N. Y.
Tel.: BOwRnff Green 9-0167

Head Office .Tokyo

f *•

4 X

. i

\ ■-

DEMPSEY-TEGELER & CO.

EASTERN SECURITIES. INC.

-120 Brtadway, New York 5, N. Y.

> -.Telephone •* *- -.Teletype
> COrtlandt 7-0321 ^ NY 1-4127
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funds abroad will be forbidden. In such a case accounts may be cial creditor is at a disadvantage
All foreign accounts will be frozen for a long period. But of- towards the foreign investor. For
frozen. There may be other polit- ficial provisions will be made or the foreign authorities will put
ical reasons for the blocking of permits will usually be given for the commercial creditor on a

i" -A—, the use of the funds domestically: waiting list, and keep the com-
(a) Investment in government mercial foreign account frozen

Permissible Use ol Blocked
Balances in Selected Countries

By GUENTER REIMANN*

Editor, "International Reports on Finance and Currencies"

Noting a recent softening of frozen foreign funds in various
countries, Mr. Reimann reviews the basic reasons for restrict¬
ing foreign payments and the procedures connected therewith.
Gives advice regarding the handling of blocked foreign ac-

* counts, and urges knowledge of the legal situations involved.
Points out, though freezing of foreign accounts usually comes
as a surprise action, unfreezing or convertibility of blocked
accounts is a gradual and often a very slow process. Holds
solution of blocked funds problem may be soon expected both

in Britain and in Germany.

The total amount of blocked or one of the common ways of un- Se^hereTnot'enoueh fweten reas°n?" But we may pinpoint the change fo'r commercial debts by
freezi"g of such accounts used by exchange or gold in order to pay more orl«s°or^ thlln£e.DUltJ

foreign funds, i.e., a war when
the accounts of enemy aliens will
be blocked. Such accounts may

or may not be unblocked after the
war. Unless enemy property is
definitely expropriated later un¬

blocking will depend on the fi¬
nancial situation, i.e., on the for¬
eign exchange and gold reserves
and on the balance of payments
position for the country.

In such cases you have a good
chance to recover your funds with
the change of political conditions.

(2) I'hus, we come to the sec¬
ond major reason for blocking of
foreign funds: Commercial for-

ln

bonds.

(b) Investments in securities in
general.
(c) Investments for

purposes and projects.

(d) General freedom to invest
(domestically).
The wider the range of freedom

of investment, the greater the op¬
portunity vto Convert—at a dis¬
count, on the basis of individual
arrangements^
We cannot be sure where and

when foreign accounts will again
be frozen abroad for one of three

until payment is made in foreign
exchange. The blocked account of
the foreign investor on the other

specified hand, will be usable for new do¬
mestic investments. Such oppor¬

tunities create transfer possibili¬
ties which will not apply to the
frozen account, not available for
domestic investments.
It is also possible to make sug¬

gestions to foreign authorities
which are unable and unwilling
to unfreeze frozen accounts or to
make new commitments for trans¬
actions which would obligate
them to pay hard currency ex-

transferability is restricted in the experienced experts in Western
• non-Communist part of the world countries**. The funds in China
must be estimated at an amount were used in order to purchase

'

of $50 billion, including about $25 Chinese goods and they were
billion clearing exchange funds shipped to the creditor countries,
which can be used officially only The goods were thereafter resold

; for commercial payments within to third countries, at a discount
a restricted area. ... in order to make them competi-

of the three risks more or less, or enced expert. He must have
we may watch out for develop- imagination as well as thorough
ments which would indicate that knowledge of the foreign trade in-
one of the three reasons will be¬
come effective in a foreign coun-

terests or requirements of indi¬
vidual countries.

Most blocked accounts are only
partially blocked or restricted.
This also applies to blocked ac-

for them. Let us take a country
whose income from abroa^l de¬
pends on exports of one or two
commodities. The price for these
commodities has sharply dropped, Jry'
Sales or exports have shrunk. But ' ,, ,. , .■ .

imports have remained on a high fn , ,e meantime, we must take
. ... — level. Or, there was an Import calculated risks They may be

Blocking or freezing of foreign tive. Thus, it was and still is pos- boom at a time where foreign ex- J?01™?2; , • so P? preparing for COunts which result from regular
funds is an experience of our time, sible to purchase Chinese export change and gold reserves were not unblocking of foreign accounts commercial transactions.
It is difficult to escape from it if articles made in Communist China sufficient in order to meet the ?Yer\ before they are being
you are active in foreign trade or more cheaply in Europe from Pol- new financial obligations towards blocked.. This will often depend
international finance. It is a war- ish or Czech sources than in foreign countries. Brazil was in on nature of the foreign ac-
time as well as peace-time phe- Shanghai or Hongkong direct such a position. Also, Turkey is count: " may have been an m-

a recent example. Such difficul¬
ties will develop again in a num¬
ber of countries^ if we should ex-

.

? decune
irices, or if a

nomenon. There are few places from Chinese Communist agencies,
in the world where you can go The proceeds from these sales in
with your funds and feel really Europe make it posible for the
safe as a foreigner, a la longue— Eastern European satellite states perience another
unless you bury your funds in a to unfreeze their frozen accounts world commodity

vestment fund, royalty payments,
a cash deposit, an account derived
from the sale of properties held in
the foreign country, or it may
have been a commercial account,

hiding place, and there they will m Peking. They have to take a sharp drop of world trade, espec- , . . , .,
certainly be frozen. Blocking as certain loss. For the price in China jajiy Gf the import volume of the "y lmP°jrter who paid for goods
well as unblocking of foreign is higher than the price realized industrial nations, should occur. you bave shipped abroad,
funds has become a daily experi- m the countries of final destina- in these cases it is often possible In most cases, the foreign au-
ence in many countries. It is true tion. But, it may be that the to get your funds financed. Pri- thorities will make a sharp dis-

Eastern satellite suppliers had cal¬
culated such a profit for their sup¬
plies to Communist China that the
loss was compensated by the profit
—more or less.

that the amount of blocked ac¬

counts has substantially declined
in recent years. They still are

very substantial. They may—and
I believe — they will again be

We may consider accounts de¬
rived from bilateral trade and

payments agreements generally
known as clearing exchange as a

partially blocked account. Its use
is restricted. It cannot be freely
transferred to third countries. It
or^nal*y can ke usec* only *or

n; derived from' payment made partner0111 ^
We now come to a very impor¬

tant point: You cannot derive the
opportunities or possibilities to
unblock blocked accounts from
the text of official rules or regu¬

lations. The latter may be subject
Often

the authorities themselves leave

vate financial organizations and tinction between the two types of
also individuals willing to engage accounts. They will decide that
in speculative investments may the second group of frozen ac- varinnt. intprnr<Matinn<;
buy such accounts—at a discount, counts must be transferred or paid .
Handsome profits were made with off preferentially. For they were

—„ Most types of blocked accounts the purchase of blocked Brazilian payments of goods received. Non- ShSnrmnv nnfhp
formed in large amounts in our are the result of foreign payments accounts at heavy discounts. payment interferes with the flow £™ay may not oe apjpiieu-
lifetime difficulties of individual countries.
Fortunately, most frozen funds Whenever these difficulties are'

. , mounting, then the foreign ex-
are easily softening, and some- change and gold reserves of the
times so soft that they flow into country will shrink. Finally, the
any direction in accordance with deficit in the balance of payments

At the final can n0 longer be

(3) The balance of payments
difficulties may be due to struc¬
tural changes of the world econ¬

omy and of the political structure
of the world. Great Britain is a

of imports. It destroys the good¬
will and credit among the for¬
eign suppliers.
In cases of real emergency, i.e.

of inability or unwillingness to

your instructions.
financed from

reserves of foreign exchange or

point of destination, the amount gold. Even before such a situa-
may have shrunk but this may tion arises, the day will come
happen in other operations, too. when the responsible national

blocked in a way that it is no freeze foreign accounts and forbid
longer movable at all, perfectly the purchase of foreign exchange
outside of the control of its owner, or gold to private individuals or

then there is no difficulty with firms without a license.
Thus the problem arises how to

unblock your blocked account?
The solution will depend to some

extent on the original cause of the

typical test case. She lost major spend foreign and gold reserves in
sources of foreign revenues with order to pay off commercial debts,
the shrinkage of her colonial em- they may remain frozen, for the
pire, with the loss of most of her time being, while it may be de-
foreign investment and with the cided that only new commercial
emergence of new industrial com- debts for licensed imports, will be

paid. In many cases, the commer-
^

Sometimes -legal loopholes exist
which . are merely a matter of
oversight of the authorities. Then
it will be matter of policy whether
the loopholes will be closed or
not.

In most cases, action can only
be taken if the authorities are

agreeable. This agreement may
be granted expressly, i.e. through
a special or individual license, or

Continued on page 29

the problem whatsoever. I am re¬
minded of an uncle of mine who

after the Bolshevik revolution in
Russia lost a great part of his sav- - blocking action and the origin of
ings because he had made invest- the account,
ments in old Czarist Russia. He
went around saying: "You can

rely on the Bolsheviks. They are

Basic Reasons for Blocking
Foreign Funds

We may distinguish between
the Only ones who kep their word, three basic reasons for the block-
They say: 'We shall not pay our *ng °f foreign funds: (a) political
j ■. . , . , ,, , . , reasons—war or revolution; (b) a
debts. And they certainly will balance of payments crisis due to
keep their word." temporary unbalancing of world
I am talking about another type trade (Brazil and Turkey); (c) a

of frozen properties, of funds balance crisis due to long-term or
... , r 0 u „ structural world economic changes

which may be unfrozen. Such ex- (British sterling).
periences are mafle on a much Politica, instability: A hypo-
larger scale in the postwar world, thetical case. Let us assume that
in the Western world, and also in a revolutionary movement is up¬

setting the , political stability of
Canada, or that a party is coming
to power with a program of "Tax
the Rich," and is going to intro-

the East. I know that the Eastern

European satellite countries, for
instance, have been forced by
Moscow to ship large quantities duce excessive new taxes. Then,
of materials to Communist China domestic and foreign fundholders

, , ,, ^ nnA would seek to shift their funds to
in support of the Korean war, a d Gther countries and into other

• that the Peking authorities were currencies, all of them at the same

unable to pay for these shipments, time. Many investors will sell out
As a result, large frozen accounts *n order to be able to participate

* in a general flight of capital. At
-were formed in favor o d, ^-rst G0vernment would use

Czechoslovakia, and East Ger- the foreign exchange and gold re-

many. The latter finally imitated serves in order to meet the mount-
ing demand for foreign exchange.

•An-address by Mr. Reimann before the But a moment WOUld inevitably
- Institute of International Trade at the arrjve when these reserves will
. University of Illinois, Monticello, 111.,
June 24, 1054.

arrive

be exhausted.

reserves

Then transfers of
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Has Our Foreign Program
A Sound and Lasting Basis?

^ By JAMES BURNHAM*
'

Author of "Containment or Liberation?"

Author of books on sociology and philosophy contends our

foreign aid program, despite its costs in billions, has availed
little in turning tide toward economic recovery abroad or

stemming effects of Soviet propaganda. Says outcome has
been merely to soften harsh circumstances, to put salve on

wounds, to hide defects with patches, and thus permit recipient
nations to hobble along without solving their grave and con¬

tinuing problems. Admits value of military basis acquired,
and lays down rules for aid and distribution which "give us

best chance of getting our money's worth."

James Burnham

Since the end of the war, our
government has distributed sub¬

stantially more than $50 billion
to other nations, most of it in the
form of out¬

right grants of

<^ne sort or
another. The
exact figure
is perhaps im¬
possible to
come by. The
sums are scat¬
tered under
dozens of

headings, and
no two esti¬

mates of the
total agree.

Moreover,
there have
been many
indirect distributions that are

omitted from the usual summa¬

ries: for example, the expendi¬
tures of troops, occupation offi¬
cials, and several hundred thou¬
sand administrative employees in
foreign nations; hidden distribu¬
tions from secret funds; military
expenditures for facilities; and
various confidential costs. These
indirect distributions total many
billions and probably bring the
overall figure to $60 billion or
more. This, remember, refers
solely to governmental outlays.
I am not dealing with expendi¬
tures, gifts, or investments by
private individuals or corpora¬
tions, which is another problem.
This sum of money is equal to

approximately $350 for each and
every man, woman, and child in
the United States. Think for a

moment just what this means.

If you have a wife and three

children, it means that over the
past eight years, your govern¬
ment, presumably as your rep¬
resentative, has distributed to

ioreign nations $1,750 of your

family funds. Do not suppose
that this way of putting it is just

*An address by Mr. Burnham at the
Graduate School of Banking, Rutgers
University, New Brunswick, N. J., June
23, 1954.

a figure of speech. Even though
it no doubt escaped your notice,
that $1,750 has cohie right out
of your family pockets.
In this matter of the $1,750 that

we have contributed during these
past eight years to the foreign
aid program, I wonder how many
of us have ever asked ourselves
what we have been getting for
our money? However, as soon as
we ask ourselves the question, we
are at once confronted with a

difficulty. What have we wanted
to buy?
Was our aim the purely hu¬

manitarian one of feeding the
hungry and clothing the naked?
This seems to have been part of
our government's aim, especially
in the period immediately follow¬
ing the war.

Was it our aim to "strengthen"
other nations economically? This
is frequently said to be the prin¬
cipal aim, g(t least of the non-

military side of the aid program,
which has absorbed four-fifths of
the funds up to the present.
In many of the nations — and

particularly in the key European
nations, France and Italy—there
were, and are, economic weak¬
nesses that must be overcome or

uprooted if genuine economic
health is to be gained. The harsh,
grim circumstances of 1946 posed
this surgical problem in an in¬
escapable manner. Economic re¬

covery and even national survival
depended on making drastic
changes.

The Effect of Our Aid

The effect of the outpouring of
American aid was to soften these
harsh circumstances, to put salve
on the wounds, to hide the defects
with patches, and thus permit
these nations to hobble along
without solving their grave and
continuing problems.
Let me mention some-instances

of these inner weaknesses that
have been fostered rather than

cured by American aid. There

are, for example, the hopeless
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French and Italian tax structures
and the failure of. the govern¬
ments to collect taxes even within
these structures. There are the

many French and Italian laws,
and some British laws, that
hinder improved technology by
fiscal devices, by social security
rules, and by forbidding the re¬

duction of the labor force. In
these same countries, urtsound
budgetary practices, which make
a solid currency and national
credit impossible, have not been
changed. If there had been no

massive American aid, these prac¬
tices could not have been con¬

tinued.

The governmental bureaucra¬
cies of most European nations,
France and Italy conspicuously,
are swollen to three times the
size necessary to carry out the
governmental functions. There

ar$ two employees on the rather
small government-run buses, and
no passengers stand inside them.,
At every subway station, super¬
fluous jobholders pointlessly
punch a ticket. Hordes of minor
bureaucrats do nothing but get
in the way of private business, and
still greater hordes are on the
pension lists. American aid has
made it possible to continue such
excrescenses and luxuries, many of
which would have been squeezed
out if dollars had been harder
to come by.
Most of the nationalistic bur¬

dens on the European economies
remain intact in spite of all the
talk from both sides of the At¬
lantic about removing them. The
expenses and headaches of border

crossings, customs, export and
import taxes, forms to file, per¬
mits to get, separate money, post¬
age, freight rules and rates,
police, armies— all these remain,
as dragging costs on European
business and industry. With the
introduction, due to American
aid, of new mass-prodhction fa¬
cilities, these restrictions, which
prevent the formation of a mass

all-European market area, be¬
come more irrational than ever.

The Iron and Steel Community
has so far done little even in
its own field to solve such diffi¬
culties and has added its own

bureaucratic organization to all
the others.

Although American policy is
officially in favor of European
union, we have yielded in prac¬
tice to the prejudices and self-
interest of European politicians,
indeed, here also our aid has

probably slowed the process of
unf ication. «

On the theory that you can do
better business with a solvent
man than with a bankrupt one,
it does in general seem to be to
our economic advantage that
other nations, or at least friendly
nations, should themselves be in
good shape. Therefore, it would
seem to be legitimate, within
limits, for us to help them get
into good shape if we are in a

position to do so and if they are
unable to help themselves. From
this point of view, some sort of
postwar foreign aid program was
justified. The results certainly
do not, however, justify anything
like the scale on which aid has
actually been given. There is just
not nearly enough to show for
our money.

But, of course, no one has sug¬
gested that the sole justification
was economic. Over and « above
any economic motives, there have
been political and strategic ob¬
jectives. It has been held that
the foreign aid program, what¬
ever its net economic benefits or

losses, would promote the secu¬

rity and defense of the United
States against the Communist and
Soviet threat. ~

Military Positions Acquired
Important

It is a fact that in conjunction
with our foreign aid program, we
have acquired, at least tempor¬
arily, military positions of the
greatest strategic importance.

American air and other bases
are now functioning in Britain,
France and French North Africa,
Italy, West Germany, Portugal;
Spain, The Philippines, Japan,
Formosa, Turkey, and elsewhere.
There is no doubt whatever but
that the existence and location of
these bases contribute mightily to
the security of the United States.
It is hard to measure their value
in money, but they are v/orth a
lot.. Since we have them, ac least
for. the present, we have been
getting something, and something
definite and substantial; for our
billions.

But as for the indirect stra¬
tegic benefits that were supposed
to come from the foreign aid
program, the answer is less
simple. With respect to certain
nations, among them those that
have received the bulk of1 the

money, the results have not been
as expected and advertised.

France, Italy, Belgium, Holland,
India, Indonesia, and Western
Germany, which together have
received $12 or $la billion in
direct aid, have not produced
military forces that need ; be
taken very seriously by Moscow.
Still more important: during these
years of the aid program, France,
Italy, Indonesia, India, Japan, and
even Great Britain have become
less rather than more reliable
allies of the United States. They
are further away from us on the
international issues that arise in
the political, strategic, or eco¬

nomic fields, whether the prob¬
lem is of checking aggression in
Asia, recognizing Red China, or
trading with Russia. They are
softer, not harder, toward the
blandishments of our S,oviet
enemy.

Foreign Nations More
Anti-American

Moreover, in their internal
opinion, they are more anti-
American, and less anti-Commu¬
nist and anti-Soviet, then, eight
or five years ago. This fact is
lamentable but true. In all France,
not a single prominent news¬

paper is consistently anti-Soviet,
much less pro-American. In Eng¬
land five years ago, even Com¬
munists never expressed the kind
of anti-Americanism that is to¬

day commonplace. As i;or India,
a dinner guest who failed to
denounce America would be
dropped from polite society. We
must not deceive ourselves with
the fancy trapping of NATO—the
North Atlantic Treaty Organiza¬
tion. NATO is worth no more

than the strength and resolution
of the 14 nations that compose it,
and most of these nations are

neither strong nor resolute. In¬

cidentally, few Americans realize
that the NATO high command,
which is headed by an American
general, has no authority to order
any nation's armed forces into
action. If a nation belonging to
NATO doesn't feel like fighting,
there is nothing in the NATO
agreement to lead it to do so.

The originators of our foreign
aid program believed the theory
that Communism is a product of
bad economic conditions and dis¬
appears when economic conditions
improve.
There is, in truth, no fixed

relation between Communism and
economic conditions. France and
Italy are much better off than
in 1947. They are also less anti-
Communist, more anti-American.
The most anti-Communist nations
of Europe are, in fact, the poorest
nations—Spain, Portugal, Ireland,
Greece. Pakistan is poorer than
India and more anti-Communist.
Japan is far richer than Thailand,
and with American help has
steadily improved its economic
condition. But during the past
two years, anti-American tend¬
encies have steadily increased in
Japan, while Thailand has re¬

mained firmly anti-Soviet. ,

Some Allies Gained

So far as the purpose of dis¬
tributing financial,*economic, and

£ ' '
military aid has been to gain or
consolidate firm allies, to promote
pro-American tendencies, and to
weaken pro-Communist tenden¬
cies, we have not got our money's
worth.

However, our failure on this
score is not universal. In the case
of several nations, we have at¬
tained our objectives. It is in¬
structive to review these cases
and to see how they contrast with
the case of France, Italy, or In¬
donesia.

Among the successes of the pro¬
gram, as of the present, we may
list Greece, Turkey, Portugal,
Formosa, and Spain. With respect
to these nations, we have had
from the outset definite, precise
goals—we have known what we

wanted. We have not given them
"unconditioned aid." Our aid in
these caese has had very defi¬
nite conditions attached to it, and
we have insisted on enough con¬
trol over the use of the aid to
make certain that it served the
purposes that we have intended
for it.

In Greece in 1947 there was

civil war. Communist-led armies,
directed from Moscow, supplied
and based in the satellite coun¬

tries beyond the Greek border,
threatened to take over the coun¬

try. We intervened resolutely in
the military, political, and eco¬
nomic spheres. We supplied, or¬
ganized, and directed the civil
war. We threw our political sup¬
port to the firmest anti-Com¬
munists.

The case of Turkey is similar.
Turkey was under Soviet threat.
Turkey is a strategic key to the
Middle East; to the security of
the land bridge to Africa; and,
like Greece, to the control of the
Eastern Mediterranean. Moreover,
there has never been any non¬
sense about Turkey's anti-com¬
munism or her willingness to fight
if necessary against a Soviet at¬
tack. In 1923, there were a few
Communists in Turkey, but Kemal
shot them; and since that time,
Turkey has had no Communist
Party. We have got our money's
worth, and so have the Turks.

Portugal is no doubt a minor
element in the strategic system
required to block the Soviet drive
for world domination. We wish
to be able to use the ports of
Lisbon and Oporto; a port and
airfield in the Azores; Portuguese
land for radio facilities; and, when
necessary, an airfield in mainland
Portugal—perhaps also in Por¬
tuguese Africa. We wish Portugal
to be a political and economic
friend. All these things we ,now
have, and they have cost very lit¬
tle. •

We need to keep Formosa, with
its controlling position off the
Chinese coast, out 0_ Communist
hands; and we wish to keep alive
a promise of eventual Chinese
freedom, Profiting from our ear¬
lier tragic mistakes in relation to
mainland China, we have given
aid to the Chiang Kai-shek Gov¬
ernment in Formosa under care¬
ful controls and guaranties—
military, political, and economic.
Our investment pays off. The
government is firm, just, and ac¬

cepted. The armed forces are

strengthened and eager to work
harmoniously with us. The econ¬

omy has more than made up for
the war destruction and is prob¬
ably the most flourishing in Asia.
We have just started the Span¬

ish aid program, but here too we
seem to be proceeding in a com-

monsense, businesslike way.
Spain is of great strategic impor¬
tance for us.

Contrast these case$ that I have
just been citing with, say, the aid
program in relation to India.
There, under . the influence of

sentimental, do-good ideas, and
what seems to be diplomatic in¬

feriority complex before the wily
Nehru, we have poured out hun¬
dreds of millions-of dollars of
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"unconditioned aid." We have
asked for nothing-in return and
apparently do not even j know
•what we want of India/ What we
have got, however,is definite
'enough —• insults and denuncia¬
tions; an unbridled and unchecked
anti-Americanism; , a pretended
•neutralism that in practice always
-wprks to Soviet advantage; sabo¬
tage of the war in Korea; obstruc¬
tion in the United Nations and in¬
ternational conferences; restric¬
tive trade and investment prac¬

tices; propaganda for our enemy,
dRed China; political attacks on
*our staunches! friends and allies;
/even the refusal to let our planes
-fly the wounded heroes of Dien-
bienphu/over Indian territory.
'Why, on the basis of the record,
•we continue to tax our own re¬

sources to give aid to India is
beyond- rational comprehension.

^ I : A Set of Rules.

I should like to conclude my

-discussion by drawing up a short
/List of rules based upon the ex¬

periences of these recent years.
^Adherence to these rules would,
"I think, give us the best chance of
-getting our money's worth out of
-the foreign aid programs which,
-by all indications,; will be with us
-for many decades yet to come.

L (1) In the economic field, the
maximum possible reliance should
-be placed, upon private—that is,
nongovernmental—initiative, and
on projects carried out through
".the channels of private enterprise.
Private transactions, whether in
theform of investment, trade,
tourism, manufacture, or what
not, will always give the greater

„ year is certainly not encouraging, vestment and . the proportion cf
and .these people, as a rule can the people who favored each.

By LOUIS ENGEL* r ;

Advertising Director, Men ill Lynch, Pierce, Fenner & Beane
Members New York Stock Exchange

Mr. Engel, in calling attention to the economic revolution
which has caused the main reliance by industry for new capital i'<-

. Ten investors with limited means, stresses importance of adver¬
tising regarding; securitiesas a force in supplying ;new and
adequate capital required by an expanding eeonomy. Holds

**.securities business is doing "badly" in meeting the challenge
Tt/iof the times, and lays limited ownership of stocks to general ;
d, lack of knowledge of securities by public. Urges spreading of k

;/■/ * - , t investment knowledge through advertising.; * r:

afford to own"securities. Yet the
Federal Reserve Board tells us

that less than half of them—46%
to be precise — own corporate
stocks and bonds. Why,, you may

ask, have the other 54% not be¬
come investors?-' -

Government Bonds 83%
Life insurance 67

Savings banks ____ 43
Real estate 42
Stocks 16

Corporate bonds - 13

In these days of-rising prices V ^ an effort to determine, jusi
and endless charges at'ainst every b?w ™ch,solld information and
man's- pocketbook discrimination might be behindman s pocKetoooK:, income
well be a faulty index
able -cash available for invest¬

ment, that.,is. , . T " '

to avail- these* selections, the research
agency then put its question in
more penetrating fashion. It askeel

. , the people to assume that we were
faced with 10 years of rising
prices and then to make their in-covered that angle of the situation

too, apd. its .findings on this point vestment selections on the basis c1
are even more disheartening.-Of {hat.assumption/;v."r
those^ whose liquid assets—cash or When the question was put this

or more, just- one-third- own cor--s,to.chks -
in-, nnrafp their showing, but they could still

government bonds total $5,000

boast of only a negligible 23%.'
• Finally, the research agency'
tried a reverse twist. On the same

- The advertising and selling phi- tics, the aggregate amount of in- porate securities,
losophy of Merrill Lynch, Pierce, come going to those people who * - • •

Fenner & Beane rests on one sim- had so much as $50,000 left after ■ Reason for Apathy Towards
pie premise: We believe it is de- taxes has declined by more than Stock Investment ; -

r / * v - --sirable from 60%. In contrast, the aggregate "• Why T don't more people own assumption—that this country way*"
every-pb int income of those people who had stocks? Purely and simply because faced with 10 years of rising prices
of view—per- $5,000 to $10,000 after taxes has they are abysmally ignorant 'of —they asked people if they could

~

conal„ political hiqrei than doubled. .Today, the what stocks are and what advan- see any disadvantage to owning
"social . and $5,000 to, $10,000 people have six tage there is to investing in them, government bonds or having theii*
; economic— "times as. much income after taxes A few years ago, the-Stock Ex- money in savings accounts. More
.for everyone as those who have more than $50,- change undertook to measure the fhan half of the people— 56%
to town secu- 000. left. T';:; ///: ; - . public's attitude toward securities.:of them—blandly said they could
rities who can That's why: I say that the in- For this job, it retained the Pub- see. n0 disadvantage to having
afford to. "We vestors of tomorrow have sot to ^0 Opinion Research Corporation, their money tied up in invest^
-believe such be drawn from a wholly new in- managed by Dr. George Gallup ments with a fixed dollar value*

"
- ■ --- - in a period of inflation. ,

people ;r should come class/ Business will have to F)r, Claude Robinson,
have a direct get; its capital not from a few peo- For the purposes of the survey,

pie of great wealth but from, a which .was rational, scope, Drs.'•)- ownership in/
j Nobody ever had told them that
when the cost-of-living goes up

Louis Engel

American

business.
That propo-

te r e st / in great many people of moderate Gallup and Robinson undertook to ~as ^ has more or less steadily in.
A :

wealth.- -v T distinguish between the informed this country since it began,/cer-
•; How well is. the securities busi-

sition seems so self-evident that it fenge of theTi^LS getting the ^.ppasible by deciding to classify tect /he ^
needs no demonstration.- Unless m qtrpPt ,+hk nvprafxp the informed as those who knew Whatever extra cash they nave is

probability of efficiency,, mutual the people of America are induced to' toeS seSriS 1 ab?"t tbe Stock Exchange
gam, and solid economic benefit, o invest- their-funds;m-stocks and .. . .. . „np to know that stocks were bougat art
(2) - The - use - of government

funds for charity and relief with¬
out obligation of any sort of re¬
payment should be restricted to
acute and exceptional emer¬

gencies. This rule means the
abandonment of the entire con¬

cept of "unconditioned aid."

/ (3) Apart from- emergencies^
foreign aid should be a mutual
transaction, as the title of the ex¬

isting "law hopefully but inaccu¬
rately calls it. For everything our

government gives, something
should be received in return, r a
quid pro' quo: What is received
may not be ?n a form that can be
given a dollar figure in an audit;
but it should be something defi¬
nite and substantial, something
that plainly serves the national
interest.

(4) To make certain that the
mutual aid bargains are kept, we
must retain the right; to a check
on what is done with the aid we

furnish. This check must be suf¬

ficient at least to guarantee that
it is used to further rather than

defeat the agreed objectives.

(5) In our aid program, we

should be just to all; but where
distinctions are to be made, let us

be more generous to our proved
friends than to waverers, hypo¬

crites, or enemies. - '/
These rules are few and mod¬

est—maximum, reliance on pri¬

vate initiative in the economic

field; no government charity save
in real catastrophe; a good bar¬

gain, with something definite re¬

ceived as well as given; adequate

supervision and control; first con¬
sideration for our tested friends.

They are; in reality, an adapta¬
tion of the rules of an enlightened

business community. •

Form Muir, Dumke Co.
SALT LAKE CITY, Utah—

Muir, Dumke & Co. is engaging
in a securities business from of¬
fices in the Newhouse Hotel. Ed¬
mund W. Dumke is a principal of
the firm.

bonds, industry is. likely to find
itself hard up for new capital in a
not too distant future.
This is one result of the eco-

The answer can be put in one and sold there But even so, bare- clothing go up, so generally do
word: Badly.

^ jy two-thirds of the public—68% stnf>v
Two years ago, the Brookings to be exact—were able to qualify

Institution made the first reliable as "informed." : ;

nomic revolution which has takenj survey to determine how many To get some idea of 3Ust how - -.T

place in this country—a revolu- stockholders-there werei- T h e y popular stocks cand bonds were ilcfvL^w
tion which has in no sense of the found only 6,490,000 of them—^a among these more enlightened A inl!uI adnSltw
word yet run its course. 'Partly figure thaV represents aboutJO% people,'"the Public Opinion Re- ^^AnfeHca^ For^3.?^vears2 th^

stock prices.

Building Up Annuitiek
The most convincing evidence

because o£ the application of the of all the families in the United -search. Corporation asked them AssTd1tton has been sllJtag an ■

tax laws and partly because of States By way-of contrast, the .just how they would invest money #a®.,
the rise: of a militant labor move. Federal Reserve Board m its con- jf they had some extra cash, and W ,le® 10Jaacl?f%In c°"a'=es a"i
ment that has demanded a larger tinuing survey of the ownership to make the problem as easy as EJ ,,^ R^

e national-income, of consumer assets shows th a t 'possible it t listed six-; possible
,een„ as cyeryon^ 48% of all fainllies own their own ,channels of tevestmen^er#-govern- 'it has been increasingly eviden;;

ment bonds, corporate bonds, that th^ese annuities, based oij

share of the

there, has been,; , ., .. .

knows, a vital redistribution o| home and 78% own life insur-
■wealljL is nJ;^^geration to4 ^ance. ;T. stocvs life insurance real estate conventl°nal investments in bonds,
day to describe the millionaire; • It may be pointed out that we sl,0CKSi insurance, real estate, . weren't adequate to the jofc:
as the vanishing American. Even need not be too much concerned and savings banks.-./ ; ;S0Jhey began to explore the pos-
the number of those who might

_ about that low fig'uri for security Since those questioned were not sibility of increasing the teacher/1
be described as moderately ricl|L ownership, because people in the restricted rto a single choice — retirement income by investing id
or "well off has declined dras- lower income brackets neither can three or four_the common stocks. Going way bad:
tically. /■.;/ | nor proor.bly should own stocks. + ' +u to 1880, they figured out just wh?

answers add up to more than. ' * 6

This announcement is not to be construed as an,offer to sell or as an offer to buy the securities herein mentioned.
■ •

■
. •/•■ ■ • - , The offering is made only by the Prospectus.

400,000 Shares Common Stock
$1 Par Value

The O. A. Sutton Corporation, Inc.

As a consequence there are few . But the showing of those who - - ,

large reservoirs of private wealth earn $10,000 or more income a 100%. Here are the types of in-,
which business can expect to tajj>; . ; / /;v'-v
in raising the risk capital it needs
for continued, growth and ex^.

pansion. Instead, business must
look for its capital to the people :
of moderate income—hundreds of
thousands of them, yes—millions
of them.

And you cannot' expect these '
people to put their money at risk
unless they have first become fa¬
miliar with securities through the -

ownership of stocks and bonds
now outstanding—the securities of
such corporations as General Elec¬
tric, General Motors, U. S. Steel,
du Pont and the hundreds of
others listed on the big exchanges.
So the primary objective of all

our advertising is to sell the idea
of owning securities, primarily
common stocks. Only secondarily-
are we interested in selling the
services of Merrill Lynch.

Educating the Masses

The problem of interesting a
new ^ss of potential investors in
the ownership of securities is a

problem in mass education. The
day when the bond salesman
could earn a good living on the
business he got from his college
cronies and his rich friends at the
golf club has gone forever. From ■

1929 down to the most recent year
for which the Treasury Depart¬
ment has supplied income statis-

*A talk by Mr. Engel.before tbe 50th
Annual Convention of the Advertising
Federation of America, Boston, Mass.,
June 22, 1954.

Continued on page r3iJ

A

Price $12 per share

Copies of the Prospectus may be obtained from the undersigned only
in states in which the undersigned are qualified to act as dealers in
securities and in which the Prospectus may legally, be distributed.

F. Eberstadt & Co. Inc. Shillinglaw, Bolger & Co.

June 30, 1954 ....... _
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the past 15 years.

Inventories

Over the past three

Sound Financial Policy
For Smaller Companies

By ROY A. FOULKE*

Vice-President, Dun & Bradstreet, Inc.

' Mr. Foulke discusses relative importance of the various busi¬
ness financial statements as a guide to a financial policy,
and stresses a thorough understanding and knowledge of the

» Balance Sheet and the healthy distribution of its assets, liabili¬
ties, and investments. Lists as chief causes of financial em¬

barrassment of corporations: (1) unwise extension of credit;
- (2) excessive inventories in relation to net working capital;

(3) excessive investment in fixed assets; (4) top-heavy debt
structure; (5) top-heavy loans to officers and employees, and

(6) payment of excessive salaries and dividends.

There are five different finan- ties of a business. Financial state- ^"5?*g° vable of fixed assets be greater year and become frozen. Sudhdown failures tend to go up. than three-quarters of the tangi- situations seem to be increasing
There would seem to be a logi- bie net worth of a business and in number and to present serious
.i x t- * : situations.

a period of our economy where what this percentage is for vari- virtually all lines of industrial
losses of this nature will have a ous lines of business. Among in- activity, in good times and poor
greater effect on the well-being dustrial companies this proportion times, has indicated that a busi-
of businesses than any time over ranges from around 1% for con- ness tends to become vulnerable

verters of cotton goods to approx- when (1) its current liabilities
imately 75% for large integrated exceed three-quarters of its tangi-
petroleum corporations. ble net worth, and (2) if there is

j- decades If a company has a greater per- a funded debt of any nature, when
quite a number of studies have Centage of its tangible net worth that funded debt exceeds the net
appeared about business failures, invested in fixed assets than is working capital of the business.
Several of those studies-have

n0rmal for its line of business, its T„,r_c4w . . , ., ^been issued by our own orgam- income account wiu be burdened Inv*s .m and Advances to
zation and, in fact, I have made with relatively heavy depreciation r Subsidiaries and Affiliates
some personally. I have read cbarges and it will be at a com- Funds invested in subsidiaries
carefully all of the studies which pgtitive disadvantage. Moreover, and affiliates and advances madehave appeared over this period of fixed assets are excessive a f® subsidiaries, affiliates, officers,
time, and about the only informa-

company will concurrently have directors and employees tend totion of value which I can pass on
a weak net working capital posi- reduce the net working capital ofto you is that there seems to be tion and if it is handling a normal a business. That is actually so to

some inverse relationship between Voiume of sales, a top-heavy debt, fhe extent that investments arewholesale prices and business g0th can be serious problems. In permanent and to the extent that
failures. As prices go up failures nQ cage sbould the depreciated advances are increased from year

cial statements or sets of financial ments have come to be used more

statements with which an execu- as a basis for evaluating earnings
tive must be acquainted if. he is and investments than for the ex-
t o determine

sound finan¬

ce i a 1 policies
for his busi¬

ness. That

does not mean

that he must

be able to

prepare each
of these sched¬
ules from the
books of ac¬

count. It does
mean that he

must be able
to interpret
them soundly.
I am not going
to talk
nancial

tension of credit.
Under this current theory, the

fundamental problem of account-

Adequate net working capital
is absolutely essential for the
sound operation of any business
and very careful consideration

cal explanation for this inverse in most lines of activity, appreci-
relationship. There are 2,500,000 abjy smaller. * ■ -
active industrial and commercial

enterprises in the United States. Liabilities
ing, if I may be just a little tech- Several hundred thousand are Likewise, an unsound financial
nical, has become the division of marginal enterprises just balano- condition develops with excessive should be given to any policy
the streams of costs between the themselves on the brink of current liabilities and with exces- which impairs the excess of cur-
present and the future. The in- existence. When the prices of the sive funded liabilities. No busi- rent assets over current liabili-
come statements exhibits the costs raw material they require or of neSs ever became financially in- ties. The unfortunate part of in-
assigned to the current period, the finished products which they volved without incurring top- vesting in subsidiaries and affili-
while the balance sheet exhibits handle move up, it is possible to heavy liabilities which then could ates, and making advances to sub-
the costs incurred but which are sell their products at a slightly not be met on time. sidiaries, affiliates, officers, di-
applicable to future periods. higher price than had been an- The heavy liabilities might have rectors and employees is that the

ticipated and in so doing obtain Come about through carrying original investment or advances
Importance of the Balance Sheet an unlooked for inventory profit, heavy inventories, which in liqui- often are small. Then they seem
I would like to turn back the That keeps many of the concerns dation involved losses; by acquir- to grow from year to year until

r clock; I would like to emphasize in the land of living. Conversely, \ng top-heavy fixed assets with a the management suddenly awak-
Roy A. Foulke the importance of the balance when prices drop it is often nec- resultant weakening in net work- ens to a situation which should

sheet and the distribution of its essary to reduce prices below jng capital; by acquiring other as- never have been allowed to arise,
about each of these fi- assets and liabilities in determin- what had been anticipated in or- se^s such as investing in and fi- There are 4,200,000 businesses
statements but I would inS sound financial policies. I der to sell in a competitive mar- nancing subsidiary organizations, of all kinds and descriptions in

like to mention them as back- would like to do that for two ket, and that factor often involves assets which subsequently became the United States and, as I have
ground for our meeting this noon, basic reasons. losses which bring on failure or frozen. mentioned, 2,500,000 are industrial
These five different financial (1) I have yet to run across a v°lunlary liquidation,
statements or sets of financial businessman who did not have a Most managements measure
statements are (1) the balance fairly intimate knowledge of his their inventories by a relationship
sheet, (2) the income account, income account. with their annual net sales. This
(3) the reconciliation of surplus, (2) Knowledge of the heatlhv relationship varies among differ¬
ed trial balance, and (5) the va- distribution of assets and liabili- ®nt lin®s business. We have
nous interrelated budget sched- ties in a balance sheet often pre-ules- vents a financial problem or prob-
There is a sixth financial state- lems from arising and then get-

ment which might be mentioned, ting into the
It is technically known as the sometime in the future.

o Amnnrf
source and application of funds, So, for these two reasons let fectione y with 9 times. Ajn ng
or just the "fund" statement. For me concentrate on the balance 1°™^ ra?J?s ™ani"acturers
someone who knows and can in- sheet as the schedule of Uhusual °r
terpret the first five financial and unique importance in deter- *a ^ ® Jt

mining sound financial policies.
There are six items in the bal¬

ance sheet which can become too

Experience in analyzing many and commercial concerns. New
thousands of balance sheets in York State has the largest busi-

relationships for many years.

Among the higher ratios are man-

income'"account ufacturers of Paper boxes withincome account
QJ timeg and manufacturers of

ection

the lower ratios are manufacturers

statements which I have men¬

tioned, the source and application
of funds statement adds little
knowledge. For one who is

with 4.5 times, and canners of
fruits and vegetables with 3.4
times. Naturally, if a manage¬
ment can obtain a 7 times rela-

a jump on

Net Working
Sales Inventory Copital

$500,000 $ 100.0(H) $150,000
1,000,000 200,000 150,000
2,000,000 400,000 150,000

As sales expand, a faster turn-

Case A

Case B

Case C

somewhat unfamiliar with thp large health, wealth and tionship when a 5 times relation-somewnat uniaminar with the prosperity of an industrial or qhin is tvnical for his industrvfirst five financial statements the commercial business. These are: tbat - '
s?utroce and-application of funds (i) receivables, (2) inventory, (3) com

fnt ? ls SJJ enlighten- fixed assets, (4) current liabilities, well-naiancea nnanciai conditioning. About a month or so ago a /5) funded liability and (fi) the Zu^Da.lan1fea nnanciai condition,
gentleman called on me to die- iunaea liaoimies, ana tne There is, however, a fallacy here
one, tJl f;rt most Ubiquitous items which cen- and t can oniv DOint it out bvCUSS the figures of his company. ters around investments in and • r 5 y ?u \ J-The net profits for his last fiseal around investments in and using a few hypothetical figures:

p +° cnnn nAA 5 advances to subsidiaries and af-
fisral vlar In^mid k 1 filiated companies, and advances
«;7nn nnn and on^id CaS^ °f to officers> directors and em-
S'nm m Cash, of Ployees. There is one item in the

^LUnher" balance sheet which can becomestdnd how his c&sh could hsvG too small for tho hpalth of a hnsi
been reduring during the year ness That it . , k~ over of inventory must be ob-
of l5naonJfadAm^f, a "f fr?^U ing capital, the difference between tabled; not just the same turn-of $500,000. A statement of the the current aSoets and the enrrent over- Let us suppose there is a
source and application of funds J[S>iliuS Let me tocuss theXst toss ec'ual to 50% of the inven-would have spelled out the an- sxoftheseite^ with lou tory in. the above hypothetical
swer for him in three syllable 0t th6Se ItemS Wlth y0U" ' figures. In the Case A, the loss
words.

Receivables is $50,000 and the net working
Up to about 25 years or so ago M!any failures and voluntary spited becomes $100,000. In thethe balance sheet was generally liquidations each year are brought ^a^® ^ loss is $200,000 and

considered to be the most impor- about by heavy losses on receiv- the ^ working capital becomes
tant financial statement. Within ables. Beginning last summer we a deficit of $50,000, and the corn-
certain accounting conventions have entered a period of normal pany .is bankrupt. So the rela-
and limitations, it represents what everyday, keen competition which f^c^ship between sales and inven-
a concern has, what it owes, and will separate the men from the tories must be supplemented bythe investment of the owners or boys. We have had 15 years of *be relationship between the in-
stockholders in the business. Up hot-house economy and almost ventorics and the net workingto that time financial statements constant inflation Bad debt losses caPital- This relationship has
were more generally used as a have been at a minimum over been computed for many lines of
basis for the extension of credit these years. This fact is widely business but in no case should thethan for other purposes. recognized by those whose busi- inventory at the end of a fiscal
About 25 years or so ago the ness experience runs back into year be greater than the net work-

emphasis gradually shifted to the the Twenties and the Thirties. mS capital,
income account as the most im- Under a spund financial policy Fixed Assetsportant financial statement. Un- no substantial credit should ever „ .. i . , .

der this theory, a fairly close es- be extended to one or two ques- ,. .?r cvery lme of business ac-
timate of periodic earnings has tionable risks. Every business tivity there is a normal percent-
come to be considered more im- must sell questionable risks. It is a^e

, tangible net worth which
portant than the nature and the impossible to operate-today and Fai\,. inves^cd in vreal estate,
size of the assets and the liabili- not do so. But sales to this cate- bui|dings, machinery, equipment,
—-

gory of accounts should be in tools, furniture and fixtures. Stud-a talk by Mr. Foulke before the small or moderate amounts and ies made by trade associations, byNational Industrial Conference Board's , ldil U1_ moueiaie amounts ana , / • j • • .Smaller Business Conference, New York be spread over quite a number of schools of business administration,
City, June 25, 1954. - customers. We are now entering and by our own business indicate
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ness population. California is not have a top-heavy inventory
second. Ten years ago California position with its accompanying
ranked fourth. " problems. /

We have a tremendous turnover

of businesses in the United States.
There is no place on the face of
the earth where it is as easy to

go into business and as easy to go
out of business as in our country.
In recent years between 350,000
and 400,000 concerns have been
liquidated each year. That does
not include businesses where con¬

trol has been sold to new hands
and to that extent also represents
a new enterprise if not a new en¬

tity, ,, If, successions of this na¬
ture are taken into consideration
our annual "ins" and "outs" would
be between 550,000 and 600,000
businesses.

. During the past 15 years of our
hot-house economy with almost
constant inflation we have aver¬

aged 7,179 business failures with
losses to creditors, annually. That
is not a large number of failures
per year. For the preceding 15
years, from 1924-1938 inclusive,
we had an average of 19,739 busi¬
ness failures, annually. Today,
there are 50% more businesses in
existence than in 1938. In other

words, prior to the inauguration
of our inflationary economy, we
averaged somewhat more than
two and one-half times as many

failures on two-thirds as many

active businesses as we have to¬

day.
• Failures for the first five
months of 1954 have run 34%

higher than the number of fail¬
ures for the first five months of
last year. That is due, in my
opinion, less to the recession from
which we are now emerging than
to the new period of intense
everyday, but normal, competition
into which we are now entering.

Conclusion

. In conclusion, I would again
emphasize the importance to busi¬
ness executives in a thorough un¬

derstanding and knowledge of the
balance sheet and the healthy dis¬
tribution of its assets, liabilities,
and investment. The great ma¬

jority of corporations which have
become financially embarrassed
or which have little or no profits,
arrive there as a result of one or

a combination of six unsound fi¬
nancial policies. These six un¬
sound financial policies are:

(1) The unwise extension of
credit in large amounts to very

questionable risks.
(2) Carrying inventories which

are out of proportion to net work¬
ing capital as well as out of pro¬
portion to net sales, a policy
which often leads to substantial
losses as prices fluctuate down¬
ward or due to obsolescence.

, (3) Carrying an excessive in¬
vestment in fixed assets, that is,
in real estate, buildings, machin¬
ery, equipment, tools, furniture
and fixtures.

. (4) Incurring a top-heavy debt
structure of current liabilities or
current and long-term (funded)
liabilities.

• (5) Extension of top-heavy
loans to officers, directors, em¬

ployees, subsidiaries or affiliated
organizations or investments in
such organizations.

- (6) The payment of excessive
salaries and dividends.
' As definite fixed guides,, based
on a sound understanding of the
relationship of important balance

sheet items are determined and

then adhered to conscientiously,

most critical financial problems

will be forestalled from arising in
the first place. That is. where
r • |

sound financial policies play their

part. ..Critical problems are pre-

vented from arising. If one does
not over-invest in fixed assets, he

cannot have a top-heavy fixed as¬

set position with its accompany-

\ ing problems. If one does not

^/speculate in inventories, he can-

M. B. Folsom

Many businesses are operated
and many management decisions
are made on what appears will
give the maximum of immediate
profit. Let me suggest that the
most successful businesses are

those where management decis¬
ions are based on policies which
will give, not the maximum of
immediate profits, but the maxi¬
mum of profits over the years.
There is a tremendous difference
between the bases of these two
broad operating philosophies.
-—2—i i ■ u :

Federal Grants
To Public Bodies

By MARION B. FOLSOM*
Under Secretary of the Treasury

The financial condition of our

governments—Federal, State and
local—must be strengthened.
Forty years ago State and local

taxes were

about 75% of
total tax rev-

e n u e s; now .

Federal taxes r

are 75% of"
the total. The
total debts of

all three
levels of gov¬
ernment were

$5.5 billion 40
years ago, $42
billion 20>.

years ago, and
are now about

$296 billion.
The 1953 debt

was about 81% of our gross na¬

tional product compared to 75%
in 1933 and 14% in 1913.

At the Federal level we have
been getting our financal house
in beter order. The deficit has
been cut from $9.4 bilion last year
to an estimated $3.3 in the fiscal
year which ends June 30. Expen¬
ditures have been cut $7 billion
this year with another $5 billion
cut projected for next year. These
reductions in expenditures have
made possible tax cuts of $6.0
billion already; and if the revision
bill now pending in Congress is
passed, the total tax reduction this
year will be $7.4 billion, the great¬
est dollar reduction in taxes in
one year in our country's history.
That includes a $1 billion reduc¬
tion in excise taxes, a field in
which the States and municipali¬
ties are particularly interested.
No corresponding reduction has
ben made in the Federal grant-
in-aid contributions for State and
local governments.
These grants-in-aid amount to

about $3 billion a year. This is
4% of total Federal expenditures
but, looked at a different way, is
the equivalent of 17% of the
Budget excluding National Secu¬
rity and interest expenditures.
In recent years, Federal aid to

State and local governments has
averaged about 11% of all State
and local revenues, and in the
poorer States the aid has
amounted to a much higher per¬

centage. These grant-in-aid pro¬

grams have accumulated for years.

Many originated piece-meal with

small, initial appropriations to
encourage particular activities.

Twenty-five years ago all Federal
aids to State and local govern¬

ments totaled well under $200
milion.

, i

/rThis whole question of grants-
in-aid is one of the most impor¬
tant parts of the work of the^
Commission on Intergovernmental
Relations. All of us on the Com¬

mission agree that it is time to

•Extracts from remarks by Under Secy.
Folsom before the National Council for

Community - Improvement, -Washington,
D. €, June 24, 1954. ~

have an objective appraisal of this
whole system to see what should
be done with it—to find out, first,
whether the functions are really
necessary; what level of govern¬
ment can best perform these func¬
tions; and, assuming we must con¬

tinue some grant-in-aid programs,
what is the best type of formula
we can ^v°rk out to do it on a
basis fair to the States, the local
governments, and Federal govern¬
ment combined.
The Commission is developing

objective, constructive recommen¬
dations. The fundamental import
tance of strengthening local gov¬
ernments will receive heavy
weight in the Commission's delib¬
erations as it does in the Adminis¬
tration's program.
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Business Will Fluctuate—
But Prosperity Is Ahead!

By FRED LAZARUS, JR.*

President, Federated Department Stores

Asserting depressions are wasteful, tragic and unnecessary,
It - prominent merchandizing executive discusses means of pre-. >
j venting them. Gives picture of current business situation, and

expresses view "businessmen are right to be confident about
jl the future." • Praises government action to strengthen demand,
iA and advises Enlarged advertising appropriation to increase

consumer spending. ' ~ "* "

f I / two years this group of business-
Introductory .-.men and- scholars has pondered

A good many years ago, a brash aAnd researched on the problems of
young man asked J. P. Morgan, America's Defense Against He-"
Che elder, if he would make a pre-
diction about the future of stock
market prices.
Mr. Morgan
was most

agreeable.

"Yes," he said,
"they will
fluctuate."

Today, when
many people
are asking our
business lead¬

ers, our econ-
o m i s t s, our
Government

officials, if
they would
make a pre-.

diction about
the future of America's prosperity,
I'd like to remind them of J. P.

Fred Lazarus, Jr.

We have found evidence—facts
and sound conclusions—that prove
depressions aren't inevitable and
are much less likely to occur
again. Today, in the time avail¬
able, I should like to talk to you
about this by discussing the facts
and conclusions bearing on the
present situation.
For many years in this country

we had inflation. The dollar was

busy trying to outbid for the pro¬
duction that was available. Then,
because prices and profits were

high and because of defense prob-
lems, production was mightily in¬
creased. In the middle of 1953 we

found ourselves with more prod¬
ucts available than we had de¬
mand and the forces of recession
set in. Today the job is to restore

Mbrgan's remark.- Like stock demand and increase it so
that our labor and our facilitiesprices, I can assure you that Amer- lFdl "Ulj d 1 "U1

ica's prosperity will fluctuate. - may be fully employed..
This may be an unpleasant In ,thls vlPtaIATta?k' V™ ™ho £re

statement, but it is the truth. For m "l s of National Sales Ex-
as long as our economy is made f/YY+JYY? a/ reJai*®rs have a
up of four million businesses, each important e
one of which is out to sell more ^ ^ * succ,ess-and do better than the business HpWnStY Yf, » ? L
around the corner, it is certain

t. h !i tthat we will have our ups and S P standard of
cowns.

In the current business picture Congress passed the
we are confident that we will see i^ . Employment Act, which
an upward movement within the me y was a statement in which
next few months tho ^ovcrnmont sssumod thcit it
Over a longer span of the next wou*d do those things within its

decade or two, we see a period of P°wer that were necessary for the
very substantial increase, although ™aiP ance of high employment,
there may be periods from time ?°th Political parties have . en-
to time of hesitation and correc- horsed this governmental action—
tion in that growth. * d ls Policy. f°r Republicans and
Of course, it's most disconcert- sT~a guess if we are

:ng to be on .the wrong side of a ™ "™?Ur f a£°U*d,i11business adjustment, yet, from a pvJS.,or.' e sales
realistic viewpoint, that's the way ^ for retailers.,
we keep our economy down to ^he CED has issued a good
lighting weight. many, statements on the main-.

Depressions, however, are an- tenance of high employment and
other matter. In a minor adjust- °P, other aspects of economic*
.pent, people may come into a stability. For years most of these
department store and buy fewer statements had to do ■• with pre-
television sets because they are venting inflation. This latest one
baying more refrigerators. Or they . 0 do Wlth Preventing reces-
nay decide to buy coats instead of sl0ns;
aats. This, I think, needs to be said
In a depression, they buy less a^ tbe outset, and that is that our

:lri all departments. Or worse still, study of recessions reveal'ed a

:hey pass the stores by. In a reces- very definite fact; namely that the
sion, in other words, a man loses built-in stabilizers now present in
a job in Cincinnati and another government operations make " a
;.pan gets a job in Milwaukee. In depression most unlikely. Since
a depression, men lose their jobs *930 we have developed a strong
everywhere. • banking system, farm support
Thus we can't regard the busi- PriSes> minimum wages, social se¬

xless problems and personal miser- curlty involving old age benefits
es of a depression with the same and unemployment insurance. The
jquanimity with which we cb- government managers of our

;»erve the regular ups and downs monetary policy can make credit
*vhich are part of the adjustment expensive or cheap and increase
of businesses. Depressions are ?} decrease the money^ supply,
wasteful, tragic-^and most impor- Fc?use.? ouf Present high rates
■ant—unnecessary taxation, tax reductions can

Th.vhT be use<% increase disposable in-
h V ou f-+ / come if it becomes necessary to.ought hard—with every bit of in- so

"■elligence and vigor at our com¬

mand. And they can be beaten.

II

The CED and What It's Learned
About Depressions

One of the great factors of
safety in the present circumstance
is the fact that there is compara¬
tively little short-term debt.
Hundreds of thousands of houses

rm.-
.I. , .• have been bought with long-term

ron uf , ,1 g. that d,e*Yr<^ssl?Jls- mortgages. Business, that becausecan be beaten is supported by the 0f the excess profits tax law has-j.ecent studies in the .Committee used debt to finance itself, has• or Economic Development. For been well advised to use long-
*An address by Mr. Lazarus before the term debt. There has been little

Twtional Sales Executives' Convention, Speculation in the Stock market.
C-iica«o, in., June 4, 1954. The farm debt has been at an all-

time low so that there are no great
financial worries. * This certainly
indicates a great lesson as to how
future stability can be accom¬

plished. - • ; ;
IH

The Current Business Situation

This is an amazing array of
defenses. Most of them are op¬
erating today so that we are ef¬
fectively meeting the business
contraction that accompanied the
cut in inventory and in govern¬
ment expenditures. As evidence of
the orderly-nature of the business
curtailment, there is* an encour¬

aging stability in prices.
The wholesale price index of all

commodities in April, 1954 was

approximately the same as at the
1953 nigh point in September. In
March, 1954 the consumer price
index of all items at retail had
declined only V2 of 1% from the
high point reached in October,
1953. -

Let us look at some of the
sources of tips current business
decline.
In 1953 the country produced $4

billion of extra inventory that we
did not require for 1953 consump¬
tion. By the end of 1953 it was

necessary to dispose of this extra
inventorA •

This caused us to lose from our

1954 production the $4 jbillion
represented by this inventory in¬
crease and another $4 billion in
bringing the inventory ■ down
again. This means a drop of $8
billion in. business activity from
the 1953 figures. 1 .

On top of this inventory con¬

traction, the government is pur¬
suing, and I believe wisely so, its
aim for much more economical
operations. The national govern¬
ment's -purchases of goods 1 and
services in the first quarter of
calendar 1954 were, at an annual
rate, $5 billion lower than in the
peak reached in the second quar¬
ter of. 1953. This contraction has
proceeded in a most orderly way
and has not shaken the confidence
of businessmen in the long range
picture of this country*. "

They have evidenced this con¬

fidence by appropriating and
spending $27 billion for plant im¬
provement and expansion a

gigantic amount very.close to the
record expenditure in 1953. A
great deal of this additional in¬
vestment is for the betterment of
production facilities and practices
—which means that businesses-in
the competitive period ahead are

fighting for the position that con¬
tinues to make America's economy
the wonderful thing that it is, and
of course makes possible the in¬
crease of the standard of i living
which we all crave.

This steadiness in maintaining
plant expenditures is a direct re¬

sult of the growth in long! range
planning by important American
businesses. The continuation of
such long-term planning in the
future would help keep capital
expenditures on a level' basis
without sharp drops that i might
otherwise be caused by temporary
recessions.

|
In my judgment, businessmen

are right to be confident about
the future. The tremendous
growth of population which will
be even more evident in the
decades beginning with j 1969,
gives us a guarantee that we will
have a market for enormously .in¬
creased production. Improvement
in productivity, which averages
2.5%- per annum, and which will
probably be substantially ac¬
celerated by 'the capital invest¬
ment of business at the present
rate—all this means that we will
have more products to sell, and
.more markets in which to sell
them.

People want to improve their
standards of living and their liv¬
ing habits are now subjected to
changes about which we never

dreamed in the past. Suburban
living—outdoor living—the possi¬
bilities of a work week even

shorter than the five-day week
we now have—give an impetus to
family enjoyment that our fathers

could never appreciate or have.
The ability to travel by car, train

. or plane, of seeing new things and
bringing home new ideas, may
develop restlessness, but it also
develops a knowledge of many
things in the world that can en¬

rich our day-to-day existence.
Every thought of this kind de¬
velops a new sales opportunity
for either merchandise or services
— about which all of you know
much better than I. Around these

• enormous changes great businesses
have grown, and we, are really
just beginning.
Beyond all that, if America has

courage and the understanding
that we are living in a world
where we .must trade with one

another, then we will endorse the
very moderate foreign trade pol¬
icy encompassed in the Randall
report, which is now before the
Congress. There is tremendous
business significance in selling our
-goods abroad and in bringing for¬
eign goods to us. That is the way
we get to know one another, ap¬
preciate one another, and under¬
stand one another. It is the most
practical way to develop those
underlying relationships that have
real opportunity to lead to peace.

IV

Government Action to Strengthen
Demand

This has been called a busi¬
nessman's Administration. I think
we can be proud of it. The pro¬
gram that has been placed before
the Congress is, in my judgment,
the most far-sighted, best bal¬
anced, effective group of recom¬
mendations that has ever been put
before a Congress. They are the
result of studies of numerous

groups of responsible and knowl¬
edgeable people. They deserve not
only careful consideration, but
also backing. If this program is to
be adopted, and if it is to work,
it must stimulate the economy to
greater goals and a better life.
We, who have to do with selling,
have a great responsibility to
achieve this. , , >
The Administration has pro¬

posed a new tax bill that will go
a long way, if adopted promptly,
/to encourage the business picture.
There, are many projects lying on
company management shelves
waiting for the accelerated depre¬
ciation opportunity that the new
bill provides. There are many

stock issues, the success of which
may depend on the starting of the
reduction of double taxation of
dividends.

I could go on and enumerate
dozens of instances which are

being spelled out with care in the
■ new tax bill that will make busi¬
ness operations more definite and

encourage expansion. The bill is
not perfect, but it. is the result of
long study -of very many grouos
of interested experts and it ought
to be passed promptly.
The Social Security Bill and the

Housing Bill are both important in
increasing consumer demand. The
Social Security Bill covers an ad¬
ditional 10 million men and
women for- Old Age and other
benefits** There is an additional
cost of $12 a year for those of us
who earn more than $3,600 a year,
and of course employers would be
paying a somewhat higher tax;
but this expenditure seems to me

.to be very worthwhile to get the
strengthening of purchasing power
that comes from the assurance on

the part of these additional 10
•million people.
There have been 1 accusations

pointing to certain asnects of the

•Housing Administration. Those
loopholes and difficulties of pre¬
vious legislation should be closed
up and the new bill should be

passed as soon as possible for the
good of the. economy.
If all of you agree with me that

prompt action is important, then
wires and letters to your Senators
and Congressmen on the above
subjects .may have very real value.
: Our studies in CED indicate that
when a depression threatens, the
government can help by the right

kind of fiscal and monetary pol¬
icy, one that results in easy credit
and a substantial money supply.
Government can also help by not
holding back on necessary ex*
penditures merely for the purpose
of balancing the budget. %

. In all fields of government ac¬
tion there should be flexibility of
decision so that in curing a de¬
pression we do not launch a
course which if frozen might cause
an inflation. ' ' ' %
There is another field of helpr

ful governmental action in useful
public works. It has been found
in the past that when serious un¬

employment developed there were
not ready in advance the blue¬
prints .anje^'other plans for needed
public projects. The budgets of
state and local governments have
not been able to allow for the

preparation of these plans.
Therefore it would be sound for

the Federal Government to help
finance the advance preparation
of these plans so that they may
be available when needed to
maintain employment. For the fi¬
nancing .of the projects them¬
selves, there is the possibility of
loans with Federal endorsement.
The need for new roads, new

schools and new public buildings
runs to such astronomical figures
that estimates are difficult: All iii
all, the studies in which I have
been fortunate enough to- par¬

ticipate in the CED convince me

that there is a vitality among our
own people that will drive hard
to the objective that this country
has always had—namely, better
living for everyone, which gipans
a better job and a better result.

Consumer Demand

As I have already said, business
has behaved magnificently in its
display of confidence by budget¬
ing large amounts for capital im¬
provements, but it is also impor¬
tant that consumers continue to

spend. In the past few months
consumers have been busy paying
off their debts which were con¬

tracted before Jan. 1, 1954* and
they have been paying these debts
off at the annual rate of about $3
billion more than they have been
adding to their debt structure. I
do not believe. they would have
done that unless there was some

doubt about their jobs or theif-
income; therefore, the action rin
these pending bills is necessary to
strengthen the demand and there-,
by -strengthen the outlook for
jobs. Perhaps my interpretation is
wrong. Customers may not have
found the things on which they
wanted to spend their money. Or,
they may have just bought more
on credit than they believe they,
should have, and are cutting back
because thev think that .they were
over-extended too far. I have al¬

ways contended that people in the
United States have learned how
to control their debts and are very
jealous of their credit reputation.

VI

Consumer Credit

Credit selling to the consumer
has become exceedingly impor¬
tant. We must take care that with
the appearance of unemployment,
we do not unnecessarily tighten:
up on credit sales. The position
of consumer credit is sound. We
should see that our organizations
make full use of this valuable
sales tool.

Customers usually budget their,
expenditures in much the follow¬
ing way—they nay cash for food.
Rent, more and more now, con¬
sists of monthly payments on the
mortgage, and it is fine that we-
are having that movement develop
in the United States. Welfare get¬
ting to be a great nation of home
owners. Other necessities of the
household are usually bought on-
deferred payment plans—such as,
the automobile, appliances, and
other gadgets that are so impor¬
tant to present-day living. Cloth¬
ing is frequently bought either for.
cash or on deferred payment plans.
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All in all, our customers know
what they are doing, and in their
total budget there is usually a

provision for savings that becomes
also inviolate.

VII

„ Savings
The savings have continued at

a large rate and have even in¬
creased in the first quarter of
1954. This year when disposable
income has failed to increase, due

.•_to the abolition of ^overtime and
with some unemployment,- the in¬
creased amount of savings has
become a larger percent of dis¬
posable income. Those savings are

challenging to retailing—they al¬
ways have been to me, because I
believe that if we have the kind
of goods and services that are im¬

portant to a consumer, they would
not save a higher percentage of
their income than their prewar
habits indicated. So,* we seem to
be falling down on the job, either
in . interpreting what customers
want in the production of new

' items that will tempt them, or in
.the methods that we use to sell
-them. Surely we ought to be able
■to cure it., r y.f-V; r •

■ Total consumer expenditures iri
• the first quarter of 1954 were

.slightly higher than they were in
the first quarter of 1953. But the
first quarter of 1953 was .-not as

high as the three quarters follow¬
ing—therefore, we are not going
to show a year-to-year gain un¬
less stronger consumer demand is

encouraged by certain steps which
business can take itself. *

vni

Advertising , ; <

Advertising appropriations
should be enlarged. To be fully
effective this increased advertis¬

ing should be based on a knowl¬

edge, of what customers want, at¬
tained through intensified market
research.

ixr •.
Selling '

I know that we all agree that
we need to sell better. At least
we retailers agree that is so. I am
confident that we have not ex^*

erted even the sales enthusiasm
or effort that we did in the "olden

days" (I say that advisedly). In
those days when I sold, it was a
crime of high order to/lose a cus¬
tomer. Today, even our super¬
visors seem a bit indifferent for
the very reason that they have
come to regard)' customers like
streetcars—if you miss one, there
is alwavs another one coming
along. That isn't good. . . .

In certain tests on the quality
of selling that we made in our

larger Federated stores some two -

and one-hal" years ago, we found
results that were rather shocking.
Hard work and constant attention
have improved these early results
by more than 50%, and yet we

still have a long way to go. I am
confident that is generally true
about retailing. How about all of
us? Aren't you welcoming a bit
the tough going as meaning that
your position as a salesman has
advanced-very much in tup mind
of your managements from that
of order-taker—and you are again
occunying the top position you
had in the days when competition
was keen. All of us in selling have,
played second fiddle to the pro¬
duction manager until recently.
It must be fun to advance nearejr
to the conductor and carry the
main theme of the music.

It is through more effective ad¬
vertising and selling that we can

help American consumers attain
the higher standard of living, that
they want.

The gross national product of
1953 will look puny compared
with that cf the years ahead. We
can get an idea of such future

growth merely by multiplying a

larger number of people by a

higher standard of living for each
one. I am confident that both of

these will come about.

Importance of Lease Device in
Financing Plant Modernization

By HERBERT R. SILVERMAN *

Vice-President, James Talcott, Inc.
Chairman, National Commercial Finance Conference, Inc.

Executive of large factoring organization stresses importance
of efficient and up-to-date plant and equipment in our econ¬

omy, and contends American industry is not well equipped
twith most capable machinery. Says it is incumbent upon the v
nation to speed up replacement of old and obsolete tools if we
are to maintain our prosperity and provide national security.
Calls for mere liberal depreciation allowances in income
taxation, and describes lease device of financing equipment

replacements. '

1 We are practically at the half- 1953, nevertheless, there was .
_r„, „ u

way mark of r 1954—a year which decline of 7% in the purchase of In any event, these machines are the first nine months of this year,many had predicted woulld sig-: durable goods in the first quarter unable to produce goods as ef- it is estimated, will be about 7%nal a serious downturn in our of this year as compared to the ficiently as modern equipment iess than expenditures during the
economy. high third quarter of 1953.

, can, thus needlessly increasing corresponding period of 1953.All of you ly This is something that bears production costs. Thf, nvpr_nn Hrnn in ranital
w,111 .,Fatchmgv.f°r I think we will alb Further, it has been found that outlays this year will amount to

but it is more startling to realize neurs to desire more equipment
what more can be gained. For it than they could purchase for cash,
is a fact that American industry Some of them sought and found
is not too well equipped with up- credit accommodation from their
to-date and efficient machinery, commercial banks, which ad-
As a matter of fact, a recent study vanced loans on an unsecured
published in "Metalworking basis. Others were able to make
Equipment" tells us that large their purchases of industrial and
segments of American industrial commercial equipment by utiliz-
equipmer.it, particularly machine ing the services of a commercial
tools, are of old design and incap- finance company, with the equip-
able of top efficiency. ,. , ment serving as collateral. How-
"

The study points out that more ever, as of recent times, outlays
than half (56%) of American in- for new equipment have not been
dustry's most basic production high enough,
equipment — machine tools and a report of the Commerce De-

r metal-forming units — are over partment and the Securities and
age and much of it of very limited Exchange Commission, released
usefulness. J-'A large part, after 0n June 7, concluded that busi-

^ day and . night operation during nessmen will reduce their outlays
the war years and the recent rush for new plant and equipment this
to re-arm, are actually much older year below the 1953 period. Man-

a than their age in years indicates, ufacturers planned investment in

+ •-u 4. sales and affects many indus- dated by modern standards that h_c paiip,j niant and enuin-♦ casts were not tries. -Curtailment of purchases thev havp little more than scran ers> has called plant ana equip-
optimistic^ and reduced nroduction of dur- i m little tnore tnan scrap ment spending a key factor m the
-n/i vl ^ ana reaucea proaucuon oi aur- vaiue. Two out of three machine upqUu tvJ'pmnnmv both he-Many , of you, ables have the potential of setting tools are of designs nre-datine healt" 0*tlle. economy, Dotn oe
."'I am sure, re- off a'chain reaction. World War II cause of S,ts SIze and be,cauSe T*member the ..it is in'thIs SeCtor that oossible 'ml i-k spending keeps up employment m
warnings that j \ i * A. possioie What is the explanation for the heavy goods' industries not
'were posted danger lTfks fo*I *he economy of future to keep such machinery reached directly by consumer
r''; v

the ad- S" CQU;^y' and \ would like to and tools up-to-date? The tre- spending. Even with the drop in'

monitions to nf^ffQvkS m°re m a P mendous post-war expansion of capital outlays this year, it is es-
affix storm y the American economy took a lot timated that a total of $27,200,-

........ shutters to the The Importance of Efficient and ou^ our machines. This ex- 000,000 will be spent this year for
economic windows . . . the fore- Up-to-Date Plant and Equipment ^anf11orl which has than plant and equipment a sizeable
bodings throughout the economy. in Our Economy doubled our total industrial ca- sum.
One professional economist— a if one were to make a rhoice' Nevertheless, it is disappoint-

Herbert R. Silverman

wer5^0."l.ake. for metal-working machinery that
ing to read that the estimate for

ir will be

There is general agreement

man with a national reputation as as to the most important factor in ±or metal-working macninery
a business consultant— gave me, the wonderful progress made by, wiv^ use^f old andTbsolete capital outlays thiS year W'U beat the beginning of the year, a the American economy, I am sure tools ' down.

„ „

Q ^
y. » Aineiican ^cunumy, j. am sure +nnic

peek at a highly confidential re- he would agree with me that it T k v • u +• mtiu «port on the shape of things to nes in the far reaching develop- ■ believe it is incumbent upon Eftnong students of the problemcome. It was very pessimistic.- ment of our country's plant,1 , nation to speed up the re- a realistic program of re~Incidentally, there were and are equipment and machinery. Par- Placement f of old and obsolete pjacement of machinery and
many who still agree with this ticulary, the latter. " . tools and equipment if we are to eqUipment in America , today isview. I, for one,jdo not. ' - ' * A hundred years ago, machines necessary. The Machinery and
. Let us look at the present state did but a third of the work of * °?J. s„ da of living and pro- Allied Products Institute in aof .our economy. ^The economic* labor; today machines do 95% of- f national security. study released at the close of last
fuP , ^ still shining and rather it. In spite of the Herculean bur-, Outlays for New Plant and montfy afforded some interestingbrightly at that. As a matter of- den lifted from its shoulders by
fact, all of the indices fail to show machinery, labor today earns 10

Equipment figures. It reported that indus-
Since the onset of World War try*. whicb 5T"iT?"yany storm in the making. Many times what it did in 1854 and does TT fnr npw ninn+ equipment as over-age after 10are asking: : In view of all the it in 40 hours a week instead of y

hy American industry years' should require $10.4 billionforecasts, why didn t the serious 70. ■Wn rtthpr^h ThP hppH worth of new equipment this year;s nmn in hiKinpcc mQ+oriaiirro?- . - . . _ _ . • have been ratner liign. liie need , .... ,, _ u„ men.stump in business materialize?
What is the explanation?"
About a month ago, Dr. Louis-

J. Faradiso, chief statisticians of:
the United States Department of
Commerce, reporting for the first-
quarter of 1954, gave us a pretty
good clue to the answer. Fie stated
that consumer spending, which
was at the annual rate of $/30
billion—only $1 billion below the>
record hJah set in the third quar¬
ter of 1953—showed no signs of -

slackening.
He noted that U. S. consumers

had plenty of money availabte to
buy things and that American
earning power was at as high a'
level as a year ago.

He further stated that p°rson-
able disposable income (income
after taxes) in the fist quarter of
this year was "little changed"
from the $249 billion annual rate
set in the third quarter o'f 1953.
Mr.* Paradiso concluded that

consumers who spent about 93%
of their income after taxes in 1953 '

and saved the rest would be em¬

ploying the same spending-saving
ratio in 1954—if the first quarter
of 1954 was any criterion.
In other words, the average

American refused to heed or to

talk himself into a deoression.
His watchword was optimism—
and the end result was a continu¬

ation of good business and a con¬

tinuing prosperity— even though
not at the all-time-high of the
third quarter of 1953.
It is significant, though, that

while purchases of non-durables
declined very little in the first
quarter of 1954, as compared to

♦An address by Mr. Silverman before
Phi Alpha Kappa Society, New York Uni¬
versity, New York City, June 10, 1954.

nave uetui iduiei lugu. j-iie uecu . ....
_ lOPO-

to fill war orders, and, later, to j Hv urn it went
satisfy the huge consumer de- and,$2®'!ki The Itnel of eanftnl
mands of a highly prosperous on to say that the st,ock of capltal

Continued on page 3d

American Industry Not Well
Equipped With Up-to-Date

Machinery :

These figures may startle you economy, induced many entrepre-

This advertisement is not an offer to sell, nor a solicitation of an offer to buy these securities.
The offering is made only by the Prospectus.

250,000 Shares

PAN-ISRAEL OIL COMPANY, INC.
COMMON STOCK

(Voting Trust Certificates)

Par Value one cent per share

Subscription Price $2,125 per share

Vy

250,000 Shares

MEDITERRANEAN PETROLEUM CORPORATION

COMMON STOCK

(Voting Trust Certificates)

Par Value one cent per share

Subscription Price $2,125 per share

Admitted to trading on the

AMERICAN STOCK EXCHANGE

Copies of the. Prospectuses and of the subscription forms for
both of the above Compdnies may he obtained from

THE FIRST NATIONAL BANK OF JERSEY CITY

• 1 Exchange Place Jersey City 3, New Jersey

PAN-ISRAEL OIL COMPANY, INC. MEDITERRANEAN PETROLEUM CORP.
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THE MARKET... AND YOU
By WALLACE STREETE

The stock market this week
turned from its long-term role
as a highly selective situation
to a new way of life, a highly
erratic operation. It was al¬
most incidental that in the

process the industrial average1
nudged its near-record high—
second only to the level
reached ih 1929 — a peg-
higher.

* -t *

For a single issue that was
thoroughly in tune with the
market's shift to the erratic,
the leading candidate was
du Pont which, as a perennial
leader on the long way uphill
for the average, had been
thought to have earned at
least a temporary rest. Yet in
a matter of a couple of hours
of trading, on a combination
of rumors ranging from a
stock split to disposition of
the 20,000,000 shares of Gen¬

eral Motors the firm holds,
the issue was able to add

better than 15 points only to
give up around two-thirds of
this spectacular gain in a

single hour^on the next trad¬
ing day before leveling off
somewhat nervously.

Christiana Securities, a n
over-the-counter issue that
sells at about $9,000 per

share, was able to increase its
value $600 in a day by virtue
of its holdings of some 25%
of the outstanding du Pont
stock.

* * * *

Impact on the Averages

The action of du Pont en¬

abled the industrial average
to post its second-best one-day
gain of the year, with this
blue chip accounting for 2.62
points of the 3.59 gain. Its

gyrations the following day in
midsession dropped the same
index by some two and a half
points, but this loss was all
wiped out and more in the
subsequent recovery even be¬
fore trading had ended, one
of the best intra-session re¬

coveries of the year.
♦ * * -

The net result was that for
the half year du Pont com¬
mon has increased roughly a
third in value, or some three
dozen points. Some stocks of
other chemical companies,
trying to keep in tune for any
reflected popularity, had a

trying time figuring out how
to stay in step. Allied Chemi¬
cal, for instance, made some¬

thing of a habit of appearing
on both the minus and plus
sides at various times during
a single day on daily ranges

running to several points.

(This Announcement is not an Offer)

To the Holders of

Colombian Mortgage Bank Bonds
Agricultural Mortgage Bank

(Banco Agricola Hipotecario)

Guaranteed Twenty-Year 7% Sinking Fund Gold Bonds
. Issue of 1926, Due April 1, 1946

Guaranteed Twenty-Year 7% Sinking Fund Gold Bonds
Issue of January, 1927, Due January 15, 1947

Guaranteed Twenty-Year 6% Sinking Fund Gold Bonds
Issue of August, 1927, Due August 1, 1947

Guaranteed Twenty-Year 6% Sinking Fund Gold Bonds
Issue of April, 1928, Due April 15, 1948

i Bank of Colombia
(Banco «le Colombia)

Twenty-Year 7% Sinking Fund Gold Bonds of 1927
Dated April 1, 1927, Due April 1, 1947

Twenty-Year 7% Sinking Fund Gold Bonds of 1928 ^

i Dated April 1, 1928, Due April 1, 1948

Mortgage Bank of Colombia
(Banco Hipotecario de Colombia)

Twenty-Year 7% Sinking Fund Gold Bonds of 1926
Dated November 1, 1926, Due November 1, 1946

Twenty-Year 7% Sinking Fund vGold Bonds of 1927
Dated February 1, 1927, Due February 1, 1947

Twenty-Year 6}/2% Sinking Fund Gold Bonds of 1927
Dated October 1, 1927, Due October 1, 1947

Mortgage Bank of Bogota
(Banco Hipotecario de Bogota)

Twenty-Year 1% Sinking Fund Gold Bonds
Issue of May, 1927, Due May 1, 1947

, *
Twenty-Year 7% Sinking Fund Gold Bonds • < - -

Issue of October, 1927, Due October 1, 1947 '
, '

' "
■

• • and
. ? • -

, - - - ' *
Convertible Certificates for 3% External Sinking Fund Dollar Bonds'

of the Republic of Colombia, Due October 1, 1970

NOTICE OF EXTENSION

The time within which the Offer, dated June 25, 1942,
to exchange the above Bonds and the appurtenant cou¬

pons for Republic of Colombia, 3% External Sinking
Fund Dollar Bonds, due October 1, 1970, may be
accepted is hereby extended from July 1, 1954 to July 1,
1955.

The period for exchange of Convertible Certificates for
3% External Sinking Fund Dollar Bonds of the Repub¬
lic due October 1, 1970 in multiples of $500 principal
amount has been extended from January 1, 1955 to
January 1, 1956. , , (

Copies of the Offer may he obtained upon application
to the Exchange Agent, The National City Bank of New
York, Corporate Trust Department, 20 Exchange Place,
New York 15, N. Y.

AGRICULTURAL MORTGAGE BANK
(Banco A^ricola Hipotecario)

By Pedro Navas Pardo
Dated, July 1, 1954. (Gerente)

A Broadening Market
Even apart from the inac¬

tive and high-priced issues
that by tradition move wide¬
ly, a rather growing list of
issues had moments of popu¬
larity during which swings of
half a dozen points became
commonplace. U. S. Gypsum,
in particular, was able to
swing wildly several times. It
is also one of the better acting
stocks of the year so far with
an improvement running
around half a hundred points
for a gain of around 50%.
Among the others that were
able to show above-average
daily gains in single sessions
were Hooker Electrochemical,
Scott Paper, Outboard Marine
and Owens Corning Fiberglas,
the latter having the distinc¬
tion of never having sold back
down to the $35.75 at which it
was brought out two years
ago. It hasn't, in fact, worked
under $41 in that time, and
this week it approached the
$70 bracket.

* * *

The inactive .issues added
their bit to the general con¬
fusion what with appearances
of New York & Harlem at a

gain of 15, St. Louis South¬
western on a.loss, of 17, and
Superior Oil of California on

a drop of 31 points Ato 749).
By comparison, International
Business Machines, Rohm &
Haas and Texas Pacific Land
Trust were relatively sedate
although these are . normally
the market skyrockets.

* * *

Except for occasionally
snapbacks after heavy selling
moments, petroleum shares
continued as one of the more

persistently heavy groups in
the mart. Mounting inven¬
tories, rumors of a cut in the

price of crude and covert

suspicions that the funds,
which have favored oil equi¬
ties above all others for the
entire postwar period are

starting to make a major shift
in their preference, all kept

the oil group rather weak
throughout.

* * *

Rails were far from out¬

standing with Union Pacific
able to move ahead easily at
periods of strength, but all-
too-willing to give it up sub¬
sequently. New Haven was a

favorite and achieved some

good gains on its better earn¬
ings while the spotlighted
New York Central was some¬

what out of favor on anticipa¬
tion of poor results. Since
breaking through the 1953
and 1952 highs, which were

practically identical, the rail
group has done little in the*
way of celebration. At best, it
has expanded the break¬
through by only a scant point
at best.

* * *

Guatemala Repercussions

The events in Guatemala
were promptly mirrored in
the actions of United Fruit,
which has been in a long
tussle with the red regime,
and International Railways of
Central America, in which UF
has an interest. United Fruit
has been an innocent pedes¬
trian victim to a degree in this
situation. Although only a
small part of the company's
operations are accounted for
in this little Republic, tjie
major fear that has kept the
stock unpopular is that ac¬

tions in Guatemala could be¬
come a pattern in adjoining
companies. The issue, conse¬

quently, has been selling at a
price even below the lows of
1951 and 1952 when the aver¬

ages i n di c a t e d that stock
prices were much lower. It
has worked down from a peak
of above 73 in 1951 to 44 last

year and recovered to the 50
level on this week's develop¬
ments.

* * *

Douglas Aircraft like
du Pont and some of the other
blue chips, also seemed to
have arrived at a stage where
little spectacular would - be
expected Aof it, what with good
earnings already established
and the split behind it. Yet it'
was able to move into new

high territory on a lusty surge*
and enabled some of the

others to do almost as well,
including Bell and ' United
Aircraft.;'1 \\ V ' - ;'"L"

' * ' * '

A rather unflattering per-;
sonal criticism was implied in1
good strength in Montgomery
Ward on various reports that
the management was in for a
change through illness of its
dominating officer. It, too,
was able to post a new high
and volume picked up rather
markedly on a couple of days.

pearance at the head of the
most active list. Part of the

achievement, naturally, was
credited to the whopping
short interest that has per¬
sisted in this issue for months.

Despite a fair decline in this
short position, in the mid-
month report, it was still a

high 96,000 shares which was

some 20,000 ahead of the
second place short position.

* * *

The week's casualty—vic¬
tim of a dividend omission-
was A. M. Byers which sank
on the news to its poorest
price since 1947. Until this

week, Byers was as good an
illustration as there is around
of how the secondary issues
have ignored the blue chip
run-up. Its range in both 1949
and 1950 was 24-17. By 1951
it moved to a 28-21 range and
by last year had ^widened
only to a 27-16Vi placket.
This year, until the dour divi¬
dend action, it held in a 21-
16 V2 band. In short, virtually
no action despite the 140-
point climb of the averages.

[The views expressed in this
article do not necessarily at any
time coincide with those of the
Chronicle. They are presented as
those of the author only.]

James J. Snoddy
Opens Own Inv. Office
HOUSTON, Texas—The forma¬

tion of the new firm of James J.

Snoddy, Investment Securities,was
announced by its principal, James
J. Snoddy. Of¬
fices are in
Room 1413 of
the Melrose

Building. The
new firm will
offer complete
investm e n t

services for

the individual

investor, in¬
cluding exe¬
cutions of or¬

ders for secu¬

rities from all

principal ex¬

changes, un¬
listed stocks,
mutual funds shares, municipal
and government bonds.
James J. Snoddy, Investment

Securities, will offer direct service
to all principal markets through
its teletype and direct telephone
connections.. *;;?<• * T'*' -
. Mr.: Snoddy ♦ was- formerly* -a
Houston representative "of Eppler;
Guerin& Tinker; -PrioY tp -ejat^r-f
ing^'the.' business of*mweStrtientj
Mr. Snoddywas wftii thse\Houston
Chamber' of' Commerce as Assists
ant Manager of the "Houston*,
Magazine. > He is conducting a
course in investmentsat the Hous¬
ton YMCA at the present time. !

James J. Snoddy

Revival in Chrysler

J. R. Hoffman With
Stroud & Co. Inc.

PHILADELPHIA, Pa —Stroud
&' Company, Incorporated, 123
South Broad Street, members of
the Philadelphia-Baltimore Stock
Exchange, announces that J.
Richard Hoffman, formerly asso¬
ciated with the City of Philadel¬
phia City Planning Commission
has become associated with their
Municipal Bond Department.

For reasons that were

rather diverse, as well as

nebulous, Chrysler stepped _ „ _ _ _
l k * 1 iL rnn+lirtVii- xi,„f PITTSFIELD, Mass.—Claud R.back into the spotlight that jjaiforcj has become connected
included a new top, and ap- with Barrett Herrick & Co., Inc.

With Barrett Herrick Co.
(Special to The Financial Chronicle)
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Good Money and
Economic Progress

By ANDREW N. OVERBY*
Assistant Secretary of the Treasury

High ranking Treasury official, asserting Administration's pro¬
gram to provide economic strength to America and the free
world is built around good money, points out such "good
money" can be maintained only by getting Federal budget
under control, exercising efficiency in government expendi¬
tures, and an effective debt management. Foresees benfits
from tax revision bill, and refers to cooperation of Treasury
and Federal Reserve in keeping the economy stable. Notes
improvement in maturity structure of the public debt. Stresses
need of sound money policies and end of "economic restric-
tionism," here and abroad, in improving international trade.

Andrew N. Overby

Good money and economic prog¬
ress are essential if we as a nation
are to discharge effectively and
well our awesome responsibility
as a leader in
the world to¬

ri a y. W e i n
the U. S. face

grave respon¬

sibility not
only in pro¬

viding leader-
shipin the
free world but

in maintain¬

ing a strong
and dynamic
economy here
at home. Our

job is to so
organize and
conduct our¬

selves that we achieve maximum
political, military, economic and
moral strength and have dynamic
progress under a combination of
economic and political freedom.
In a world in which the inter¬

national Communist conspiracy is
ever-resourceful and ever-pres¬

ent, we face the probability of a
long and sustained period of in¬
ternational political tensions, large
defense expenditures, and even

military hostilities from time to
time. As the President has in¬
dicated, we must be prepared to
face the Communist menace and a

period of continuing tension for
perhaps 40 years. We must have
strength and patience and the
ability to sustain and increase our
strength over an unpredictably
long future.

'

In the military field we are

obliged to maintain strength of
sufficient power not only for our
own defense but also to help pro¬

mote peace in the world. In view
of the long-term nature of the So¬
viet threat, however, we face not
a brief period of sudden and spo¬
radic defense expenditures as in
the past, but a long period of
maintaining high levels of de¬
fense. With our defense expend¬
itures no longer a passing or tem¬
porary phenomenon, it is essen¬
tial that our military posture
over a long period of time be sup¬
ported by an economy which
preserves its economic and finan¬
cial strength. And we must en¬
courage initiative and further dy¬
namic growth at the same time.
What is essential for our

strength at home is equally es¬
sential for the strength of the
other free nations of tfie world.
Adequate defenses against the
forces of the international Com¬
munist conspiracy can be main¬
tained here and in the free world

only if they are supported by
sound and competitive economies
marked by dynamic growth. Our
foreign economic policy objectives
are the counterpart of our do¬
mestic economic policy objectives.
They are the opposite sides of the
same coin and, in combination,
are designed to help achieve our
national security objectives.
How is this strength achieved

and maintained? We believe that
the combination of political, mil¬

*An address by Asst. Secy. Overby
before the 64th Annual Convention of
the Illinois Bankers Association, Chicago,

I^TJune 15, 1954.

itary and economic strength with
economic and political freedom
can best be achieved arid main¬
tained through strong and com¬

petitive economies. We believe
in economic growth and progress,:
based on the benefits of sound in¬
vestment and increased produc¬
tivity and ever-widening mar¬
kets internally and externally. We
believe strength is achieved and
maintained through economic
growth which is based on reason¬
able stability of values, including
the value of savings for invest¬
ment in greater productivity and
strength for America.

What Good Money Means

When we talk of good money,
we are not talking about some
sacred idol or about an empty
ideal without purpose. Good
money means money that people
can believe in, that they are will¬
ing to hold and to save, and to
invest in productive enterprise
with faith that its purchasing
power will remain relatively
stable.

Our program in helping to pro¬
vide economic and financial
strength for America—and for the
free world—is built around good
money and the contribution which
that can make to economic prog¬

ress. To us in the Treasury, good
money means a Federal Govern¬
ment budget that is under control.
It means economy and efficiency
in Federal expenditures and op¬
erations. It means working in
the direction of a balanced

budget, yet at the same time pro¬
viding for appropriate tax reduc¬
tion as it is justified by cuts in
government spending. It means
the strengthening of our tax sys¬
tem by reducing hardships on in¬
dividuals and barriers to incen¬
tives.

Good money means effective
debt management. It also in¬
volves recognition of the vital im¬
portance to good money and to
sound economic growth of an in¬
dependent Federal Reserve Sys¬
tem free to pursue its monetary
and credit policies for the gen¬
eral welfare of the country.

This is the essence of the Ad¬
ministration's financial program.

It is a program designed to safe¬
guard the value of the American
dollar so that today's savings will
be worth just about as much in
purchasing power in the future
as they are at the present time. It
is a program to avoid the destruc¬
tive effects of inflation on the
value of savings and to contrib¬
ute to the economic growth of this
and other nations of the free
world.

What Has Been Done

Much has been done in the di¬
rection of strengthening our eco¬
nomic system through sound fi¬
nancial management. The budget
has been brought under firmer
control. Expenditures have been
reduced. The programs which had
been previously contemplated for
this current fiscal year would

have entailed expenditures of $78
billion. These programs have
been cut by $7 billion. In addi¬

tion, a further cut of $5 billion is

in prospect for fiscal year 1955 on
the basis of the Presdent's Janu¬

ary estimates. We are trying to
get better modern defense for
the dollars we spend. We are

trying to eliminate waste or ex¬
travagance and to postpone less
essential government expend¬
itures.

The spending reductions which
have been made are impressive.
They have permitted to Federal
Government to work much
closer to a balanced budget. At
the same timfe, they will permit
tax reduction of $7.4 billion this
year, the largest total dollar tax
reduction of any year in our his¬
tory. More than $3 billion of this
tax reduction has been brought
about by the cut of approximately
10% in the individual income tax
last Jan. 1. Almost $2 billion
more has resulted from the ex¬

piration of the corporation excess
profits tax on that same date. A
billion dollars reflects the excise
tax cut which took place last
April, and the remaining $1.4
billion represents the revenue ef¬
fect of the tax revision bill now
in the Senate.

About two-thirds of the $7.4
billion tax cut goes directly to
individuals. The other one-third j
goes to stimulate production more
directly and to make more and
better jobs and improve standards
of living. These tax cuts are pos¬
sible only because we have re¬
duced government spending.

The Tax Revision Bill

The tax revision bill now before
the Senate represents the first
complete rewriting of our tax
laws in more than 75 years. It
is the result of more -than a year's
work of our Treasury tax team
and the Committees of the Con¬
gress. It is essentially a tax re¬
vision or reform measure, yet its
enactment will be helpful during
the present transition period in
easing the shift of workers from
public to private employment.
The bill provides significant

benefits for wage and salary
earners. Business will be stimu¬
lated by the bill's provisions for
more flexible depreciation allow¬
ances and partial relief from
double taxation of dividends.
These changes will help new

businesses get started. They will
encourage existing businesses to
expand and to modernize. More
jobs will be created and our
economy will continue to move

forward on the sound basis of
increased productivity.
Effective debt management aids

the cause of gopd money in a
number of ways: (1) through
working toward a better balanced
maturity structure in the debt;
(2) through encouraging a wider
distribution of the debt by at+
tracting more long-term investors
into government securities; and
(3) through complementing effec¬
tive Federal Reserve credit and
monetary policy.
This latter point of comple¬

menting Federal Reserve, creclit
policy is very important,, and the
events of the last year and a

half have shown how the Treas¬

ury has been working with the
Federal Reserve System toward
an economy which is dominated
by ^neither inflation nor deflation.
In late 1952 and in the early

part of 1953, the American econ¬
omy was operating under sub¬
stantial inflationary pressures.
Treasury debt management policy
in early 1953 was in accord with
the policy of credit restraint
being pursued by the Federal
Reserve System — a policy which
had begun prior to 1953.

Primary responsibility for mon¬
etary policy, of course, rests with
the Federal Reserve System, but
the Treasury, in 1953, took debt
management steps designed to
help the Federal Reserve in ac¬
complishing its objectives both in
restraining inflation early in the
year and in easing credit later
on. Once the inflationary threat
had been ameliorated and a

transitional period of economic
adjustment followed, the Federal
Reserve promptly undertook to
make £ure that there was no im¬
pediment to an appropriate in¬
crease in bank credit. It assured
that enough reserves were avail¬
able to the banking system. Re¬
serve requirements of banks were
reduced. The Federal Reserve

bought government securities on
the open market. More recently
there have been successive re¬

ductions in the rediscount rate.
These steps, aiming toward in-
creased availability of credit,
were accompanied by Treasury
debt management operations
which .were also designed so as
not to interfere with credit avail¬
ability. Together they had a
healthy influence in easing the
present transition period. Reduc¬
tion of excess inventories has
taken place in an environment
where banks did not feel they

hand to call in their loans be¬

cause of a credit shortage. Ample
credit has also encouraged fur¬
ther development of business,
plant and equipment, residential
housing, and state and local gov¬
ernment construction at a time
when they could help most in
strengthening the economy.

Improving Maturity Structure of
the Public Debt

In addition to fitting debt man¬
agement operations to the needs
of appropriate monetary and
credit policy, significant steps
haye been- taken toward improve¬
ment of the maturity structure of
the public debt. The debt had
been getting shorter and shorter,
largely as a result of the power¬
ful effect of the passage of time.
During 1953 and 1954 steps have
been taken to give investors the
opportunity to extend the ma¬
turity of their holdings somewhat
if they wished. Because of the
inexorable passage of time, one
must run faster and faster even

to stand still in this matter of the

maturity structure of the public
debt. Although the debt is still
not significantly longer than it
was, the substantial operations to
lengthen the debt taken in the
last two years have stopped and
reversed the long trend of an

ever-shortening debt.
A better structure of the debt

involves its ownership pattern as
well as its maturity distribution.
Thus, Treasury debt management
policy is also aimed at the event-
tual attraction of mork long-term
savings into government securi¬
ties so that the debt held by the
banking system can be kept with¬
in manageable proportions. Long-
term savers include millions of
individuals all over the country.
They also include insurance com¬

panies, mutual savings banks, and
pension funds, who reinvest indi¬
viduals' savings.
Individuals in their own right

hold $6-3 billion of government
securities at the present time, or
close to one-fourth of the entire
debt. Some of these holdings are

in long-term marketable securi¬
ties. Some of them are in larger

types of savings bonds like F's
and G's, J's and K's. But most
of their holdings—over $37 bil¬
lion—reflect individual ownership
of Series E and H Savings Bonds.
E and H Bonds represent the

heart of the Treasury's program

Continued on page 28
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Science—The New
Frontier in Agriculture

By EARL L. BUTZ*

Head, Department of Agricultural Economics
Purdue University

Dr. Butz, maintaining we can keep our economy free and pre¬
serve an environment in which individual producers and scien¬
tists may dream about new techniques and new ideals and
enjoy the fruits of their labor, points out role of science in
solving food problem and the amazing changes in agriculture
in our generation. Says agriculture is now "big business" and f

more capital is needed for its progress. Claims food is cheap
in America, and agriculture is not on the financial rocks. Con¬
cludes the agriculture horizon looks bright and there are new

production possibilities.

;■ The scientific and technological
advances we will experience in
the next decade will be unparal¬
leled in American agriculture.
The geo¬

graphic
frontier in

America is

gone. No
longer c a n a

young man

"go West" and
stake out his

claim. Even
the wild and

woolly Texas
frontier has
been tamed.
But the scien¬
tific frontier
in America is

EarU.. But,
barely

...

scratched. And the scientific American farm,
frontier has no effective limit. It

We Now Feed Ourselves on

Science

American agriculture is now

feeding our growing population on
science and technology. We have
increased our total agricultural
output in the last four decades by

ffc iu aii

75%, on roughly the same acre- rapi(j scientific and technological
age we had previously and with cha of aU u If were to
two and one-half million fewer

enjoy the fruits of their labors.
We s(hall experience phenomenal
progress in the generation ahead,
if we can preserve our system of
free prices and free enterprise.
No Administration in Washington
can do that automatically, for
government cannot go beyond
what the people in our various
states desirer
Your job and mine must be one

of everlasting adult education
about the things that make Amer¬
ica great. If we keep our free
economy, we must preserve a free
price economy. There are too
many people in America today
who do not really believe in free
prices, but who still believe they
can look to Washington for price
supports, price regulations, price
ceilings, and so on. We must get
the point across to every citizen
of our country that the incentives
under free prices made our econ¬

omy great, and make it strong,
and make it productive.

Amazing Changes in Our
Generation

We live: in an era of the most

farm workers. Even in the 15

years 1 since the beginning of
World War II, our farmers in
America have increased their total
production by 47%, with no in¬
crease in acres and with one and
three quarters million fewer

put the full recorded history of
man on the face of your clock,
starting with the story of creation
in the Book of Genesis and con¬

tinuing until 1854—100 years ago
—the hands of your clock would
have moved from noon around to
11:45 p.m. The last 15 minutes onworkers on farms These changes the face' 0f your clock wouldhave accompanied the application represent the last century. Yet,of science and the advanced techr output per worker in the United

nology associated with mechani- grates has increased more in that
1?n. a r..e c n last 15 minutes than in the entire

. previous 11 hours and 45 minutes.
The efficiency of agricultural And most of the increase within

is limited only by the mind and production has likewise increased that last 15 minutes has occurred
imagination of man. tremendously in recent years. In since the turn of the present
Organized an'd imaginative re- the last four decades, total output century. Many of us now living

search is the vehicle which will Per man employed in agriculture have played a substantial role in
push the scientific frontier be- has increased 140%. In the last 15 this amazing scientific and tech-
yond limits we scarcely dare years output per man hour has nological revolution,
dream of today. increased 70%. This has resulted Let us imagine for a moment
It follows logically, therefore, JJJ a i?1 -f.r , e~, . living tor that a good Egyptian farmer in

that if we can keep our economy |arm families, and cheaper food the day of Moses could have been
free and preserve an environment urDan iamiiies. brought back to life in the day of
in which individual producers and *n the same short one and one- the Caesars, some 12 centuries
scientists are free to dream a half decades, we have increased later, and placed on a good farm
little about new techniques and our steel production capacity by jn Italy, then the most advanced
new ideas, and to enjoy the fruits some two-fifths, and have doubled nation of the world. He could have
of their dreams, we shall experi- our electric power production ca- farmed with practically no addi-
ence phenomenal progress in the parity. Surely a broad base is laid tional instruction, for the art of
next generation. f°r a further rise in living stand- agriculture had changed, little, if
The above prediction is made ards foF the average man and any, in the intervening 12 cen-

with full understanding that the w°man in America. turies.
American economy in early 1954 Modern science and technology Let us now imagine that same
is down slightly from a year have solved the age-old problem farmer brought back to life on a
earlier. The modestly downward of hunger and pestilence in the good English farm in the day of
economic adjustment we current- Western Hemisphere. But modern Shakespeare, some four centuries
ly experience will be relatively man has not yet learned how to ago. He still would have been a
short-lived. Entirely too many manage his society and to co- pretty good farmer with no addi-
Americans suffer under the eco- operate with each other in order tional instruction.
nomic illusion that it is abnormal to accomplish the high level of Nn i hrinf* thnt <?nmp an
-in fact disastrous-for the eco- production and prosperity of cient Egvptian 1farmer to thenomic graph to dip modestly which we are capable. The science

eastern shores of America 150downward once in several years, of political economy is lagging the
y d t hi ThomasSome of the modern day alarm- physical and biological sciences. Arson's farm on^ of the adists would try to superimpose a Our most pressing problem now is
vanced farms Qf 'that dav He stillnew politically-created artificial to learn how to live with and to wnillj frf ofboom on top of an old war- enjoy the age of science and

created artificial boom, and push technology which we have created L of PovnTa nnn
our economy from one unstable for ourselves.

years earlfer He stiU would haveexcess to another. We have no We must cultivate within our ® f. i?,
new evidence that man can com- society an environment in which c the same motive power, the
nlptolv rirrnmvpnt the law of ao- . V..* 7 euviionmeni in wmcn same crude implements, and large
tion and reac«on?Uen in his eco- mdlvldua Producers and scientists amounts of hand labor. He would
nomic behavior. Within that are tree t0 experiment with new have known very little about fer-
framework, however, the long- techniques and new ideas, and to tilization, improved varieties, high
term growth curve of the economy (Number of Minutes Working Time Required to Earn Selected

Items of Food in U. S., Retail Food Prices for All U. S.
Workers in Manufacturing:

if distinctly upward
There is increasing evidence

that the slow downturn in busi¬
ness activity we have been ex¬

periencing the last six to ten
months has been arrested. Busi-

30.9

30.4

27.6

30.7

11.0

-Retail Price-——

1948 Jan.1954

91.0c 91.1c

Minutes of Working: Time Jan. 1954
Required to Purchase asPercent of

Food litem— Unit T939

.. .. .. Round Steak__ lb. 36.4c
ness activity may continue on a Pork chops__~jb-fairly stable plateau for a few Bacon ju
months, and then turn up modest- Lamb (leg)"" lb
ly in the fall of 1954. The upturn, Hamburger "II lb!
when it comes, will not be another Butter

r__ *lb.
boom, barring war conditions. It Milk (grocery) qt.
will be a period of business p^fat0^.~. ^llf ^2 3
growth and development under Bread6(white) lb! 7!8
fairly stable economic conditions. Sugar _______ lb. 5.2
It will be1 a healthy economic Coffee —; lb. 22.3

climate for business and agricul- Lard lb. 9.9
*Ure'

*Grade A large.

c 7ra,r)Snby ?.utzTbefore_the An- SOURCE: U .S. Department of Labor and U. S. Department of Commerce Statistics,nual Field Day of the Texas Research Wages of all workers employed in manufacturing were $.633 per hour in 1939- $i 35Foundation, Renner, Texas. per hour in 1948; and $1.80 per hour in January, 1954.
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74
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60

71
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68

producing breeds of livestock, and
the hundred mechanical and elec¬
trical gadgets which occur on our

modern farms.

Now imagine for a moment that
same farmer on a modern Ameri¬
can farm. He would be completely
bewildered. He would not even'

recognize the working end of the
tractor parked in the farm yard.
He would probably raise the cry
of "witchcraft" at all the wonder¬
ful things performed by mechani¬
cal and electrical power. It would
require hard years of instruction
and apprenticeship for him before
he could even begin to operate
the modern American farm)

More Capital Is Required

Agriculture is now big business.
It is inevitable that family farms
are becoming larger, as the num¬
ber of workers on farms decreases
and as mechanization of our farms
continues at a rapid pace. It is
estimated that the value of the
United States agricultural plant is
$157 billion. This means a national
average of approximately $30,000
per farm. Obviously, these aver¬

ages include many small- farms.
The figure for typical commercial
family farms is larger, y
On a group of 321 farms in

central Indiana, keeping farm
records in cooperation with Pur¬
due University, average capital
invested in 1952 was $86,500 per
farm. This included real estate,
livestock, equipment, and supplies.
These were typical corn belt
family farms, averaging 255 acres
in size. The farms had an average
of 1.75 men working per farm per

year (including the operator).
This means an average investment
of $49,500 per farm worker.

This means that on our good
farms in the corn belt it now takes
an investment of nearly $50,000 to
create one farm job. The figure
for a cross-section of your good
Texas farms is probably compar¬
able. In American industry it
takes an average investment of
from $12,000 to $15,000 to create
one industrial job. It takes three
times as much capital to create
one agricultural job on good fam¬
ily operated commercial farms.
Truly agriculture has become big
business. As such it calls for a

very high level of managerial
ability on the successfully op¬
erated farm.

When many of us were young¬
sters it was often said, "If you
can't do anything else, you can
farm." Today the situation is re¬
versed. If you can't farm, you'd
better do something else. Suc¬
cessful operation of the modern
typical family commercial farm
calls for a higher level of man¬

agerial capacity than does most
of the family operated business
concerns in your county seat town.

The "Country Hick" Has
Disappeared

Scientific research in agricul¬
ture has changed farming from a

"way of life" to a "way of making
a living." The "country hick" of
a generation or two ago has al¬
most completely disappeared from
the American scenei The city
limit sign which appears at the
edge of your county seat town no

longer means the sdme as it did
a generation ago. It is now just a
tax boundary. It is no longer a

cultural boundary, a recreational
boundary, an educational bound¬
ary, a social boundary, or an eco¬
nomic boundary. It is just a legal
dividing line.

The same kind of people live on
one side of that city limit sign as
on the other. They have increas¬
ingly the same types of ambitions,
similar cultural, social and eco¬

nomic opportunities, comparable
ways of living, and even similar
disappointments and frustrations.
This development is all for the
good. It has been associated with
a lowering of the "drudgery" of
farm life. The living conveni¬
ences of the city have been taken
to the country. Mechanization and
electrification bring shorter hours

on the farm than a generation ago,
with opportunity for higher eco¬
nomic rewards for the efficient
farmer thai existed a generation
ago.

Food Is Cheap In America
1 The phenomenal increase in ag¬
ricultural production made possi¬
ble by scientific research has
helped urban people as well as
farm people. It has provided them
with a record high diet at an all-
time low cost. Few urban people
understand this. In recent years
politicians often have joined with '
labor leaders in trying to make
food producers, food processors,
and food distributors the "whip¬
ping boy" of inflation. Everyone
is conscious of any increase in
food prices, and any person in
public life can become the friend
of the "common man" if he can

"roll back" food prices; so the
politicians jumped into this cam¬

paign early, and have kept it roll¬
ing. We need to get the story
across, every time we get a

chance, that food is not expensive.
: The retail price of - food in
America is about the same now

as it was a year ago, and also
about the same as it was three
years ago. Retail food prices in
Februardy 1954, were 112.6 (1947- *
49= 100). The 1953 monthly aver¬

age was 112.8, 1952 average 114.6,
and 1951 monthly average 112.6.
I Food is cheap and getting
cheaper in terms of how long the
industrial worker, must work to ;
pay for it. It is cheaper now than
before Korea. It is cheaper now
than it was in 1932, in terms of >

how long the American worker
has to work to get his food.
There is no country on the face

of the earth today where the
working man spends so small a*

proportion of his working day
earning the food he eats as in>
America. There is no country on
the face 6f the earth today where
the working man has so large a
proportion of his working day left
to buy the things that make life
so pleasant in your home and
mine, as in America.
At the present time the Ameri¬

can public is spending approxi¬
mately 26% of its disposable in¬
come for food. In 1935-39, it spent
only 23% of its disposable income
for food. However, if the Amer¬
ican public were content to * eat
the same quantity and the same,

quality of food per person as we

ate in 1935-39, we could now get
our food for 18% of our disposable
income instead of the 23% we

actually spent 15 years ago.

The plain truth is that on a per
capita basis we are eating about
12% more food in this country
than we ate 15 years ago. And
we are eating better food, with
more meat, milk, and eggs. Con¬
sumption of restaurant meals and

prepared foods is up.
- We eat "higher on the hog" and
enjoy it tremendously. A n d it
doesn't cost us very much to do
that either. The thing that both¬
ers us most in America is not

nearly so much the high cost of
living as it is the cost of high
living. . . .

' As an illustration of how cheap
food is in America, examine the
accompanying table to see how
many minutes it takes of a fac¬
tory worker's time to buy certain
items of food. The table shows
prices at retail stores of selected
food items in 1939, 1948, and Jan¬
uary 1954. The table also show^
the minutes of working time re¬
quired of a factory worker to pur¬
chase a given quantity of tnose
foods. In every case, with the
exception of coffee, food was

cheaper in January 1954, than in
either 1948 or 1939. Yet so many
million Americans think they are
"robbed" every time they go to
the grocery store. It's the biggest
bargain they get!

Agriculture Is Not on the
Financial Rocks

American agriculture is not on
the financial rocks, or even near
them. There is nothing—and I
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say this with all the sincerity I zens dream imaginatively and
am able to command—in the cur- constructively.
rent economic picture to warrant The future is filled with inter-
the near-panic attitude that some esting challenges. Science will
people have toward the future of dominate the next century. Brains
American agriculture. will replace brawn in American
American agriculture is still a agriculture and industry. Man will

good stable industry. And it al- direct power rather than supply
ways will be. Those who are ac- it. Production per man wil| con-
tively engaged in it must not lose tinue to increase. This means still
confidence in its future. larger agricultural units with
Agriculture has been in a period more capital. It means increased

of relative price stability. So has mechanization. It also means high
the general economy. Although standards of living for those who
prices. received by farmers are produce our food and fibre. Farm-
down rather substantially from *hg will be even more "big busw
1952 levels, they have not changed ness" than it is now. It will be
significantly, on the average, dur- still less a "way of life" than now.
ing the past year. On April 15, T ,, nrpam a Tittie
1954, they were only 1% below Lets Dream a Little
a year earlier. The farm price ^he sun 1S the ultimate source
parity ratio was likewise only 1 % of energy for our earth. We think
under a year earlier. This period American agriculture, scientific
of stability, although at a lower as *t is, does a pretty good job in
level than some of us would like, converting the energy of sunshine
is reassuring after the rather ip*0 the usable energy of food and
abrupt two-year decline in farm frbre. And by historical standards,
prices which was evidently modern agriculture does okay,
stopped about a year ago. a good farmer, using up-to-

JT. . ,w . , , date scientific methods, can now.
The near-panic attitude held by capture fr0m one acre of crops on

some people m agriculture a few farm jn one year about as
months ago has apparently sub- much energy as God pours on that
sided. If we can have a few more acre jn one typical summer day.
months of relative price stability, -^e now convert to usable form
the agricultural community will jess than one-three hundredth
get still better adj usted to cur- part 0f the energy poured on our
rent price relationships. acres every year.

I am not trying to say that the Let your mind dream a little
decline of farm prices from the about the possibilities ahead in
level two years ago is not serious, food production. If we learn some-
It is. It represents a cost-price how how to double our production
squeeze that our farmers are ex- per acre in this latitude, we would
periencing which makes some in- still be getting less than 1% of
efficient farmers hard pressed to the energy available. What a mar-
make both ends meet. It places a velous challenge ahead for science
real premium on scientific farm- and for men of vision!
ing and progressive management. Production
If the farm price parity ratio con- p«Ln!siuL0
tinues to fluctuate between 85 and

95, as it probably will for the next Let's dream for just a moment
year or so, it will be a period not in another direction. The history
too dissimilar from the 1920's ex- of the rise of man's material
cept that agricultural indebtedness standard of living is essentially a
is now at a much more reasonable ^ory of increased amounts of
level than it was in the 1920's. encTp under the direction of a
This will be a period in which SHS ,worker. A centvu-y ago
the efficient and scientific farmer ? °. °"r P1 P? were engaged
will make a reasonably satisfac- in agriculture. Many agricultural
r* . TTic ripht nav operations were performed by
tory farm mcome. &sdebt pay- hand ^ ^ ^ implements>
ing capacity will be good. His rnnsemienre outnut ner

living standards will rise. The in- JLk was sq0 ^ !hgt tuere JL
efficient farmer, however, will worker was s0 l0w tllat there was
have increasing difficulty.

per worker in industry and in
agriculture. It means more capital
per plant and per worker.
It means that before I die I

shall buy an automobile with
enough power locked in it to last
until the bearings wear out. "Im¬
possible!" some scientists say to¬
day. Yet I am confident, working
as I do with superior young brains
in one of America's great univer¬
sities, that some young scientist
who does not know it is "impos¬
sible" will discover one of these

days how to do it.
*' > 4 *

, . ' * J *• " 4 -*••••■*■. ■ • •

The Best Years Are Yet to Come

The challenge of the next dec¬
ade is unprecedented for men and
women of vision and ambition.

The challenge for agricultural re¬
search is greater than ever before
in its history. Those scientists who
develop new knowledge for agri¬
culture, as well as those who ap¬

ply it, will have the opportunity,
through producing more prod¬
ucts at lower cost, to occupy a

ringside seat at the greatest dec¬
ade in the history of America.

My life insurance company

gives me 28 years yet to live. I
am looking forward eagerly to
those 28 years in this marvelous
America. I expect them to be the
most challenging, the most in¬
teresting, and the most rewarding
years in the history of mankind.
If I could have had my choice

of the period of all time when I
would spend my last 28 years on
this earth, I would start them this
day.
The scientific and social chal¬

lenge which lies before us is un¬

paralleled in history.
I approach my next 28 years

with anticipation and enthusiasm.
I am going to have a lot of fun

growing and building and dream¬
ing with this still young and
vigorous America.
I hope you too can see a great

challenge for yourselves in the
years ahead.

Brokers & Dealers on

Taxation Re-elect

The Agricultural Horizon
Looks Bright

little surplus food to support those
who were engaged in non-agri¬
cultural occupations.

_ Today less than 15% of our pop-
_ ... ulation is engaged in agriculture,
Once The^ economic^ t a releasing more than 85% to fol-we are experiencing , jQw non_agrjcuitural pursuits and

our economic growth cu*ve - to produce the goods and services
sumes its upward trend, bus n s wj1jcj1 rpakg life so pleasant for
activity is bound to reach ^eYe^ ap 0f us in America. This trans-

in n!?* prevailed formation has been made possible
at the peak of 1953. This may oc- parRy because each individual

y as the last half of farmer directs so much more
1955. This growth will come about pGwer now than formerly. This is
as a result of our rapidly growing ajSQ ^rue jn jndUstry and com-
population, rising levels of per merce Reflect for a moment on

capita production, and the inevit- changes that have occurred
able increase in our standard of wjthin your own experience in
living. The rise will not be spec- amount; 0f horse power con-
tacular, but it will nonetheless be trone(| hy a single worker in agri¬

culture, in industry, or in trans-

Baltimore & Ohio

After days of rumors countered from normal financial operations,
by official denials from the RFC, there is persistent talk among
it was finally admitted late last railroad analysts as to the possi-
week that the government agency bility that the company may sell
had disposed of its holding of a portion of its outside stock hold-
Baltimore, & Qhio, Qollaterjal 4s,. dngs pow pledged as, collateral be-
1965. As of the end of last year hind the 4s, 1965. The most con-
these bonds had been outstanding sistent, and most feasible, talk is
in the amount of $65 million. By of the sale of the stock of South-
the time of the sale last week western Construction Company, a

they hay been reduced to $64,585,- holding company that controls the
000. The Baltimore & Ohio itself Cincinnati, New Orleans & Texas
purchased $4,585,000 at par and Pacific. The latter is a consist-
the remaining $60 million was ently highly profitable segment of
bought by Glore, Forgan & Co., the greater South Railway Sys-
investment bankers, at 95 on be- tern. Estimates as to the poten-
half of a number of insurance tial sale value of this stock run to
companies and other institutional as much as $15 million and the
buyers. It is understood that proceeds from any such sale
there was a heavy demand for the would presumably have to be used
bonds, which are strongly colla- to retire a part of the remaining
teralized by Baltimore & Ohio 4s, 1965. Such an operation would
bonds and by various stocks of mean an additional annual inter-
other railroads held by B & O. est saving of $600,000.
As of the beginning of the cur- r js the possibility of an accel-

rent year combined fixed charges eration of the debt retirement
and contingent interest of Balti- program to the point where the
more & Ohio were at the annual goal of $22 million combined
rate of somewhat under $25 mil- fixed charges and contingent in-
lion. When they are down to $22 terest might be reached as early
million the provision that requires as late 1955 that has stimulated
that 50% of net income be set the recent speculative interest in
aside as a socalled "Surplus In- the securities of Baltimore &
come Sinking Fund" is automati- Ohio. Meanwhile, while earnings
cally revised. Thereafter this par- have continued to run below the
ticular sinking fund need not ex- levels of a year ago, the rate of
ceed $750,000 annually. What this decline has narrowed somewhat,
would mean in terms of effective Apparently the worst has been
earning power on the common seen and comparisons later in the
stock, and in terms of dividend year should be considerably more,

potentialities, can readily be ap- favorable. It is now being esti-
preciated when it is realized that mated that 1954 earnings on the
this fund last year amounted to common, before sinking and other
$10,835,032. reserve funds, may reach $7.50 a
It is indicated that annual in- share compared with $10.02 last

terest savings on account of pay- year,
ment of serial equipment trust
obligations this year will run to
approximately $400,000, and there rorms Bailey & Company
are apparently no present plans (special to the financial chronicle)
to nullify this reduction by sale rresNO, Calif.—John B. Bailey
of additional new equipments. . formed Bailev & Co with of-
The interest saving on the $5 £fes°a^ en-
million 4s, 1965 purchased from | in a securities business Mr
the RFC since the beginning of § C securities business. Mr.
1954 amounts to $200,000. It has *a| *y a
been rumored that the company, afl y^. Davidson. Associated
in addition, purchased $5 million wi J p ,

of these bonds from the invest- McNutt. Mrs. Alma Ryar^ Charles
ment bankers at the offering price ^ank Elto.n ar[d
of 95 plus commission. If so, this ^dbam H. ?ryan- 311 Previously
would mean another $200,000 an- w1"1 Bailey & Davidson,
nual interest saving. Finally, it is
indicated that the company has
been buying discount bonds in
the open market for sinking fund

real.

The outlook for the American portation.
economy beyond 1955 is likewise
good. There will inevitably be pe-

Now let us dream a little! With¬
in this decade, the nuclear age

nods of modest adjustment, just was Rorn Possibilities for new
as we have been experiencing, sources Gf energy stagger the
but we must be prepared to rlde imagination. New research devel-
them throug.1 just as we have opments with tremendous power
the present adjustment period, potentialities occur with amazing
The decline in.business activity rarnditv
from the peak levels of the Ko- 0 . , , ,

rean War period to the present Some scientists now assert that
time have turned out to be one of our known,reserves ?f fissionable
the mildest on record. All the materials exceed in potential
shouting about it has been more P°wer our known reserves of coal,
political than economic. The shift Petroleum, and water pow r.
from a wgr economy to a semi- P iar scientists predict that with-
peace economy has occurred with - y^s we Sx ave 3V311"
remarkably little disturbance- 3?le in this country as much nu-
much less than we experienced in JairTnair G
1948-49. And our politicians did f from our coal, our pet-
not make nearly so much noise ^oleum, and our water power,
about 1949 as they have about com '
1954. But this is an election year! Let yourself dream for a mo-

An exciting experience lies J?ent in that area! If such predic¬tions are only one-fourth right, it
ahead for those Americans who means that in 1964 our whole

have the capacity to dream. The economy of 1954 will be obsolete.-
America we enjoy today was built K means that the job of convert-*
byL men and women who had '>8 to the neJ an<| more econom-

. ical sources of nuclear energy will
dreams. America will continue to-dwarf the ailtomobile boom of the

grow in proportion as her citi- 1920s.- It means still larger units

Emil J. Hausmann

Emil J. Hausmann, Controller
of Baker, Weeks & Co., New York
City, has been re-elected Chairman
of the Committee of Brokers and
Dealers on Taxation, it was an¬
nounced.

•

Merrill Lynch Opens
4th Manhattan Office

The fourth Manhattan office
will be opened on June 29 by
Merrill Lynch, Pierce, Fenner &
Beane, members of the New York
Stock Exchange and other leading
exchanges. The new office is at
41st and Madison and will be

managed by A. C. Beane, a part¬
ner. This gives the investment
house 114 offices from coast-to-
coast and including Puerto Rico,
Canada and Cuba.

Because of an unusual proce¬

dure the new office will open with
a good backlog of accounts and
new business. For almost three

months the entire staff of 25 has

been working as a -separate'TBhit
in 4he downtown office. The plan
has worlsed as well, Merrill Lynch
will u$e lt when opening future
offices'. ;'v " ; . * *

M. J. Reiter Co. Formed

BROOKLYN, N. Y.—Morris J.
purposes. In the normal course of Reiter is conducting a securities
events, then, fixed charges and business from offices at 1776
contingent interest requirements cixfv_pisyhth ctrppt 1]nHPr the
should be below $24 million by ?.lxty ei&hth street undei the
the end of this year. I,rm name of M. J. Reiter Co. He
In addition to this reduction in was previously with Hunter Se-

annual requirements stemming curities Corp.

What Does He Mean?
"Even if convertibility were restored, a high

European monetary authority 'still would be
necessary.
"Such a high authority is required to keep mem¬

bers to the rules of the game of a multilateral
system. After the first World War, there was gen¬
eral rejoicing at the restoration of the gold stand¬
ard, but after six years the system broke down due
to lack of coordination, and this might be repeated

'

if no high authority becomes available."—Prof.
Gerard M. Verryn, formerly Senior Manager of the
Amsterdamsche Bank.

i ■

We wonder what sort of "high European mone¬

tary authority" the Professor has in mind — and
what would be the "rules of the game."
OFcourse, convertibility will by no means neces-

.sarily-bring willingness to return to what in earlier
times would have fefeen regarded as normalcy and

. : - good sense in international economic, affairs^ and ;■ .,
- without such willingness "high authority" would
be futile—as recent experience clearly reveals. . J •
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lalance and Flexibility in
Fiscal and Monetaiy Policy

By J. CAMERON THOMSON *

President, Northwest Bancorporation
(Chairman, Committee on Fiscal, Monetary and Debt Management

Policy Committee on Economic Development

Mr. Thomson discusses nature of a successful over-all fiscal
and monetary policy and the general principles and standards
that require attention. Calls "balance" and "flexibility" keys
to success in fiscal plans, while the main objectives are stabil¬
ity with high employment and maintenance of free enterprise.
Reviews fiscal and monetary policy in the 1920's, and sets
forth recommendations of postwar policy of the CED. Denies

this policy is necessarily inflationary.

J. C. Thomson

There are few meetings of na¬
tional organizations dealing with
economic problems at which some

aspect of fiscal and monetary
policy is not
discussed. The
particular

subject, de-
pendingon the
organization,
may be the
evils of a cer¬

tain tax, the
m e r i t s of a
certain ex¬

penditure

program, or
guesses about

what the Fed¬

eral Reserve

is going to do
next. The dis¬
cussion planned for this session
is, however, something different
and, I believe, much more impor¬
tant. We are not talking about a

specific proposal pending inWash¬
ington. Rather we are considering
what would be the general nature
of a successful overall fiscal and

monetary policy, in terms of
which the year-by-year and
month-by-month decisions can.be
appraised. This question of gen¬
eral principles and standards is
one that, in my opinion, deserves
much more attention from "prac¬
tical" men, in business, labor, ag¬
riculture, and government.
I am especially honored that

•you have assigned to me the par¬
ticular subject of balance and
flexibility in monetary and fiscal
policy. These two qualities, bal¬
ance and flexibility, are the keys
to success in this whole field.

The Key Role of Fiscal and

Monetary Policy
In the past 10 years the Com¬

mittee for Economic Development
has issued 15 policy statements
entirely or largely devoted to fis¬
cal and monetary policy. This is
about half of the total number of
statements we have issued.

The concentration of attention
in this one field is not an accident.
It results from the initial objec-
:ive of CED, which is to contrib¬
ute to the maintenance of high
productive employment and eco¬

nomic stability in a free society,
•iarly in our studies' we came to
'he opinion, which further study
has re-enforced, that appropriate
monetary and fiscal policy is the
indispensable condition for achiev¬
ing this objective. It is so impor¬
tant that nothing else we do is
likely to offset the effects of fail¬
ure to follow an effective fiscal
and monetary policy.
Note that the objective has two

parts—the stability or high em¬
ployment part and the free society
part. It is the combination that
accounts for the heavy emphasis
placed on fiscal and monetary
policy.
Fiscal and monetary policy

would be a much less important,
matter if the problem of instabil¬
ity did not exist — if we could
count on the private economy
maintaining, by itself and auto¬
matically, high employment and
a reasonably steady price level.

*A statement by Mr. Thomson before
the Conference of National Organizations,White Sulphur Springs, W. Va., June
13, 1954. ,

Unfortunately, history shows that
the problem of instability does
exist. There is still a lingering
tendency in some quarters to
think about fiscal and monetary
policy with a corner of the mind
that assumes the stability problem
away. The only result of such
thinking is unrealism and irre¬
levance.

, Afo^course, stability considera¬
tions would not enter, let alone
dominate, discussion of fiscal and
monetary policy if such policy
did not affect the general level
of employment and prices. But
here again we have a fact that
few would deny. The effects of
taxes, government expenditures,
and Federal Reserve actions upon
the general rate of economic ac¬

tivity are real and large. Even
those who are most skeptical
about the possibility of getting
beneficial effects from a good fis¬
cal and monetary policy would
admit that bad policy can have
harmful effects.

Finally, fiscal and monetary
policy would be much less im¬
portant for maintaining economic
stability in a controlled economy
than in the free economy we seek
to preserve here. In a controlled
economy there would be a long
list of other instruments that
could be used to prevent unem¬

ployment or inflation — price and
wage controls, licensing of invest¬
ment, rationing and allocations,
direct government production in
all kinds of industries, and so on.

But fiscal and monetary policy
has certain unique qualities that
make it especially valuable for a

free society. It requires no ex¬

pansion of the traditional func¬
tions and powers of government.
Governments must tax, and must
decide how much and when to
tax. However narrowly we may
limit the role of government,
there are certain purposes for
which government must spend,
and decisions must be made about
the amount and timing of expen¬
diture. Government must estab¬
lish and operate a monetary sys¬
tem. Even a gold standard can

function only if set up and pre¬
served by government. It is no

longer possible to think of mone¬
tary systems as existing in a
state of nature, independent of
government.
The use of fiscal and monetary

policy as a means of moderating
economic fluctuations requires not
new powers but more effective
use of government's existing and
appropriate powers.
Fiscal and monetary policy does

not require the government to in¬
tervene in the detailed operation
of the private economy. The gov¬
ernment does not have to decide
the prices of particular products,
the wage rates of particular
workers, how much particular
firms should produce or how in¬
dividuals should use their "in¬
comes. Through its fiscal and
monetary policy, it can establish
the minimum necessary number
of fairly general conditions. 'In¬
dividuals may adapt themselves
to these conditions as they see fit.
Some regard it as a defect that

fiscal and monetary policy lack
what they call precision and dis¬
crimination. They would like to
manage the shape of the economy
in more detail. The fact that fis¬

cal and monetary policy does not
lend itself to such manipulation
is, in my opinion, one of its great
advantages.

Fiscal and Monetary Policy ,

In the 'Twenties

Since the end of World War II
we as a nation have been work¬
ing toward new principles of fis¬
cal and monetary policy. These
new principles may be seen grad¬
ually emerging in actual govern¬
ment operations of the past eight
years. They may be seen, although
less clearly, in the pattern of gov¬
ernment pronouncements over

the same period. They may be
found in public discussions.
Before turning to the new pol¬

icy, I would like to look briefly
at the historical background, go¬
ing back about 30 years. \

In the 1920's, the idea of the
permanently, annually balanced
budget had little competition. It
was not merely that the budget
was in balance or in surplus in
every fiscal year from 1920
through 1930. The possibility that
there might be years in peacetime
when the budget should not be
balanced did not get much atten¬
tion in public discussion.

I would be the last to deny that
it was highly desirable that the
budget should be continuously
balanced in the 1920's. But it is
also fair to say that the doctrine
of the annually balanced budget
as a permanent prescription was
not tested in the 1920's. This was

a period of remarkably steady
economic growth. The conditions
that call annual budget-balancing
into question did not exist.

One would not have had to look
very far into the past to see re¬

cessions and depressions. Also
study would have revealed a ten¬

dency for the Federal budget to
run deficits in depressions, main¬
ly as a result of a decline in reve¬

nues when business activity slack¬
ened. pne could have foreseen
that the tendency for revenues to
decline in depression would be
heightened by increased levels of
taxes and by the new importance
of income taxes in the tax system.
This might have led to some dis¬
turbing questions about the doc¬
trine of the continuously balanced
budget. But no one seems to have
followed this train of thought.
The 1920's was a period of great

confidence in monetary policy.
This was the first decade of
peacetime operation of the Fed¬
eral Reserve System. In 1923 for
the first time the Federal Reserve
began to use open market pur¬
chase and sale of government se¬

curities as a means to increase or

decrease the reserves of the bank¬
ing system on its own initiative.
There was a widespread belief
that small doses of credit tight-
nes or credit ease would keep the
economy on an even keel. The
mildness of the economic contrac¬
tions of 1924 and 1927 strength¬
ened this belief.
In summary, the philosophy of

the 20s was that monetary policy
should stabilize the economy and
fiscal policy should mind its owrt
business and balance the budget.

The Depression Philosophy
The Great Depression beginning

in 1929 shook this philosophy
severely. Despite what seemed at
the time to be heroic injections
of monetary ease, the depression
got deeper and deeper. The bank¬
ing system collapsed. An experi¬
ment with variationsi in the gold
content of the dollar yielded no

significant results. Monetary pol¬
icy went into an eclipse from
which it did not emerge for al¬
most 20 years.

Meanwhile we began to get
deficits. At first these were uni¬

versally regarded as economically
unsound. Some deficit in the sit¬
uation might be regarded as in¬
evitable, but every effort should
be made to keep the deficit as
small as possible. In line with
this view tax rates were raised
in 1932 and the new Administra¬
tion in 1933 embarked upon an

economy campaign.

But attitudes toward the deficits

gradually changed. They were not
entirely bad; in fact, some people
began to believe that they were

positively good. Deficit spending
would put people to work not only
on government projects but also
on the production of consumers'
goods to be bought by the govern¬
ment workers. And when con¬

sumers' goods activity increased,
investment would also rise to sup¬

ply the increased demand. Thus
deficit spending, its advocates
argued, would not only provide
relief but also promote recovery.
This view of deficits became

formalized in an elaborate theory,
the essence of which was that

high employment would be main¬
tained if the government would
stand ready to increase its spend¬
ing, financed by borrowing, in
whatever amount might be need¬
ed to compensate for a recession
in private demand. Enthusiasm
for this theory was not dampen¬
ed by concern over the difficulty
of knowing the right time and
the right amount. In some formu¬
lations the problem did not even
arise, for the right time was "al¬
ways" and the right amount was
"more." There are still some peo¬

ple who look at the matter this
way.
Of course, there were a great

many people who did not accept
these views. They regarded the
proposed policies as inflationary,
injurious to business confidence
and therefore detrimental to* re¬

covery and a sure road to waste,
oppressive debt and overwhelm¬
ing government. They rejected
the whole idea lock, stock an'd
barrel, the element of truth in it
as well as the mass of folly.
/ So this was the situation with
which we entered World War II—.
a wide ideological split on budget
policy, and monetary policy
pretty much in the discard.

The Postwar Situation

When we ended the war the un¬

finished debate of the 30's was re¬

sumed, but on a much different
plane because the objective situa¬
tion had changed in many ways,
which I will only list here:

(1) The power of budget policy,
at least in very large doses of
deficit spending, to affect the
level of economic activity had
been amply demonstrated by war
finance.

,

(2) The United States, like the
rest of the world, was in the midst
of a strong inflation.
(3) The Federal budget was

very large, and on any realistic
expectation would remain large,
even though below the wartime
peaks.
(4) Taxes were high and would

remain so.

(5) The Federal revenue system
had become highly elastic. The
rise or fall in Federal revenues

with a rise or fall in national in¬
come would be much greater than
before the war.

(6) The Federal debt was enor¬

mous.

(7) Monetary policy was har¬
nessed to the task of keeping in¬
terest rates on the Federal debt
low.

(8) The fallibility of economic
forecasting had been demon¬
strated by the fiasco of the pre¬
dictions of postwar unemploy¬
ment.

(9) Federal expenditures were

subject to large and unpredictable
variations, partly because of the
national "security situation and

partly because of such open-ended
program as farm price support.
This made insistence on a con¬

tinuously balanced budget im¬
practical.

These conditions called atten¬
tion to certain requirements of a

postwar monetary and fiscal pol¬
icy upon which many of the per¬
sons who had engaged in the pre¬
war arguments could agree, and
served as the basis for the emer¬

gence of a new policy. The re¬

quirements of the new policy
were:

First, the policy should utilize,
for the sake of economic stabili¬

zation, the recognized power of
budget policy to influence the
level of ecoonmic activity.
Second, the policy should em¬

body rules or principles that
would help restrain unnecessary
increases in the already large ex¬

penditure side of the budget.
Third, the policy should be pre¬

pared to deal with either inflation
or deflation. It should be flexible
and reversible.

Fourth, the policy should^con-
sistent with general economic
stability and growth, avoid long-
term increase in the Federal debt
in peace time.

Fifth, the policy should utilize
the stabilizing influence of mone¬
tary policy. This is necessary in
order to supplement budget policy
with a more flexible instrument.
It is also necessary in order to re¬
lieve budget policy of the whole
burden of stabilization, which
might be inconsistent with the
other budgetary objectives of
economy and debt control.

!

Sixth, the composition of the
large Federal debt should be so

adjusted that its management does
not require^ continuous support
from the Federal Reserve and so

that the Federal Reserve will be
free to serve more important ob¬
jectives. "•

Seventh; the policy should rely
as little as possible upon forecasts
of economic fluctuations.

The Emerging Postwar Budget
Policy

I shall describe the policy that
is emerging to meet these require¬
ments mainly, in terms of CED
recommendations. This is not to
claim any exclusive merit for the
CED formulation. However, I be¬
lieve that the CED recommenda¬

tions are fairly representative of
a broad trend of thought. Also I
believe they have a rough and
general correspondence to the
trend of policy action.

First, with respect to the recon¬
struction of budget policy—
We have asigned a new mean¬

ing to balancing the budget. By
balancing the budget we mean
that the budget should be bal¬
anced under conditions of high
employment. We suggest as a
basic test of the budget positkm
that the tax rates would ''yield
enough revenue in conditions of
high employment to cover the ex¬

penditures that would be made in
the same conditions.

"High employment" is defined
to mean employment of 96% of
the labor force, in CED's state¬
ment of the principle.
In our opinion some such bal¬

anced budget standard as this is
essential for the achievement of

economy in government. It re¬

quires that if a decision is made
to increase the level of expendi¬
tures that would be made at high
employment then the revenues

obtained at high employment
must also be increased. This can

ordinarily be done only by in¬
creasing tax rates. Thus the de¬
sire for low taxes would be en¬

listed as a defense against pres¬
sures for higher expenditures.
At the same time, this formula¬

tion of the balanced budget rule
does not bar out the use of budget
policy to curb inflation or defla¬
tion. In fact, if this rule is fol¬
lowed we will automatically get
surpluses in booms and deficits in
recessions, when they will be
helpful for keeping the economy
steady. These automatic move¬

ments in the budget will come

from the variations of tax reve¬

nues as incomes move up or down
and from automatic variations in

unemployment compensation and
other expenditures.
It is our recommendation that

we should not try to eliminate
these automatic deficits or sur¬

pluses by raising taxes and cut¬
ting expenditures in recession or

by the opposite actions in boom.
We should recognize that these
automatically - induced deficits
and surpluses are helpful for sta¬
bilization. We should also recog-
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nize that if they come as part of
a policy that balances the budget
at high employment they are not
inconsistent with the objectives
of economy and debt control.
As long as we are dealing with

moderate 1 economic fluctuations
—with unemployment or inflation
that is not severe—budget policy
should not go beyond these auto¬
matically - resulting deficits or
surpluses. Because forecasts are
so unreliable, varying tax rates
and expenditure programs to deal
with moderate fluctuations may
be unstabilizing rather than sta¬
bilizing. There is too much risk
that by the time a tax cut or ex¬
penditure increase to offset defla¬
tion takes effect the economic sit¬
uation will be inflationary, and
the result will be to aggravate in¬
stability.

However, in severe recessions
or inflations the risk of error is
smaller and the need for action
is greater. In such conditions it
will be desirable to go beyond the
deficits or surpluses that will
automatically result. In a severe
recession, a temporary tax. cut
would probably be the most effec¬
tive and prompt budgetary move
that could be made. • Emergency
acceleration of certain expendi¬
tures, such as public works, may
also be helpful and feasible. In
severe inflations tax increases
and postponement of expenditures
would be called for.

One final feature of CED's

budget policy is that we are talk¬
ing about the cash-consolidated
budget. This budget differs from
the administrative budget in that
the cash budget includes the re¬

ceipts and expenditures of the so¬
cial security and other trust ac¬
counts. While recognizing the
usefulness of the administrative

budget for accounting and control
purposes, we think the more in¬
clusive cash budget is the best
available guide to overall fiscal
policy.
In a general way actual budget¬

ary policy since the end of jthe
war has followed these outlines.

Policy has usually been consistent
with balancing the budget under
conditions of high employment—
which prevailed most of the time.
Whether policy makers h&d the
cash budget or the administrative
budget in, mind often was not
clear. But tjie cash budget seems
to have been getting more atten¬
tion as time passed. In the years
of most intense inflation—fiscal

1947, 1948 and 1951—we had large
surpluses. In the recessions of
1949 and 1954 when Federal reve¬
nue fell off and a tendency to¬
ward deficits appeared there was
no move to eliminate the auto¬
matic deficit by raising taxes. On
the other hand, neither in the
moderate recession of 1949 nor

thus far in the moderate recession
of 1954 did we embark upon a

deliberate compensatory program
of creating deficits through tax
reductions or expenditure in¬
creases. This too is in line with
the general policy I have been
describing. I believe that if the
recession of 1949 had .becoifyp
severe there would have been

strong support for compensatory
tax cuts, and that such tax cuts
would be an important part of the
program if we run into a severe
recession in the future.

Of course, the postwar experi¬
ence is short. The variety of sit¬
uations dealt with has been small.
Some years do not fit the pattern
very well, more effort should have
been made at least to reduce the
deficit of fiscal 1953 and we

should have achieved, a larger
surplus in fiscal 1949. It is hard
to tell how much is accident and

improvisation. But still the evi¬
dence seems consistent with the
view that a budget policy of the
general policy I have outlined is
taking hold.

Postwar Monetary Policy

In order not to have too many

balls in the air at one time, I have
been discussing budgetary policy
without reference to monetary

policy. But it is clear that in fact
the two are inseparable. The post¬
war ideas about budget policy are
valid only if there is also a flex¬
ible, stabilizing monetary policy.
If we are not going to use the

slower - moving instruments of
budget policy to deal with moder¬
ate fluctuations we must be able
to use the more flexible instru¬
ments of monetary policy. More¬
over, if budget policy alone had
to deal wtih severe inflations the

high tax rates that would .be re¬

quired might do serious harm. On
the other hand if budget policy
alone had to deal with a persist¬
ent tendency to depression, econ¬

omy in government and control
of the debt might be undermind-
ed. Therefore we need monetary

policy as a partner to budget pol¬
icy.
As I have said, at the end of

the war monetary policy was har¬
nessed to keeping interest rates
low. This prevented monetary
policy from contributing to the
control of inflation by allowing
credit conditions to tighten. After
a long argument, and much sad
experience, which I shall not re¬
count here, the policy was

changed. Since the spring of 1951
the monetary authorities have
been operating flexibily in line
with the requirements of stabil¬
ity—restraining inflationary ten¬
dencies, checking the boom of
early 1953 and reversing their in-.,
fluence quickly when signs of re¬
cession appeared.

Since it became free three years
ago,- monetary policy has estab¬
lished itself in a position of con¬
fidence that it rightly deserves.
It is not, as some thought in the*
1920's, a sufficient instrument all
by itself for stabilizing the econ¬

omy/ But it is much more reli¬
able and useful, ever* in reces¬

sions, than many thought in the-:
1930's. It is an indispensable ele¬
ment in the policy package that
has been emerging since the end
of the war.

I said at the outset that I re¬

garded "balance" and flexibility"
as the key words in fiscal and
monetary policy. Let me under¬
line why this is so, with reference
to the policy I have outlined.

Balance and Flexibility •

Thirty years ago if anyone,

especially a banker, had an¬
nounced a talk on balance in
fiscal policy it would have been
assumed that he was going to talk
about balancing the budget. To¬
day balance in fiscal policy means
much more than that. It still
means, in part, balancing the
budget, but in a new sense of bal¬
ancing under conditions of high
employment, not under all con¬

ditions, come what may. And bal¬
ance in fiscal policy now means

following principles of action that
serve in proper balance the ob¬
jectives of stability and the ob¬
jectives of government economy.
Achievement of this kind of bal¬

ance, in turn, requires a balance
of emphasis between fiscal and
monetary policy, in which each
serves the ends of which it is
best adapted.
The outstanding feature of the

real world and the free economy

is unforeseeable change. And the
key tb successful operation in
such a world is flexibility.
Awareness of this accounts for

many features of the new policy.
That is why the policy contains
within itself, and not as an ex¬

ception, provision for variable
surpluses and deficits. That is
why so much emphasis is placed
on using and strengthening the
automatic flexibilities in the

budget, like the automatic vari¬
ation in tax Receipts. And that
is why revitalizing monetary pol¬
icy as a flexible instrument was
so important.
I should like in the few remain¬

ing minutbs to comment briefly
on some of the criticisms we in
CED have encountered covering
our recommendations on the sub¬

ject of fiscal and monetary policy.

Is This "Planning?" policy we recommend would not portunity to contribute to the na-

One common criticism I covered *ead to increase of the debt. It tional welfare by providing and
in part earlier in this talk. This should be the aim of monetary supporting wise leadership in the
is the statement that the kind of policy and other measures to help field of fiscal and monetary pol-
policy I have outlined is a blue- maintain such conditions. But icy. Government action will be
print for a planned economy, what if we are unsuccessful? largely determined by public at-
Nothing could be farther from What if we face a persistent ten- titudes on these matters, and the
the truth. What we are trying to dency to depression? I see no public attitudes will be pro-
do is to find ways in which the reason to expect that this will be foundly influenced, as they al-
government can use its tradi- ^be ca?e* *But if it is, who will say ways^ have been, by what non-
tional, existing and proper func- that the American people should governmental economic groups
tions to help solve some real accept persistent depression in think and say.
problems of the modern world. ard<r£ to avoid an increase of the imp0ses an obligation for
Unemployment and inflation are- debt? - ap 0f us here today, an obliga-
real .problems that ,d.Sm a n d a Does the. j,oHcy. Do Enough?, . Hon that may. bp expressed,in the
solution. If they are not solved ,, 7 worda ^balance'* and ''flexibil-
by fiscal - and " monetary policy. From the other side of the fence jty." We must take a balanced
and similar measures consistent a .different kind, of question is view 0f the fiscal and monetary
with individual freedom they will J"alsed. Does the policy do enough problem, not a one-sided view in
be solved in other ways—that is, to assure the maintenance of high which particular objectives and
by a controlled economy. \ employment. I think we can be methods are elevated out of pro-

r .u „ .• , , confident ^ i prevent deep portion to others. And we mustIs the Policy Inflationary? / and dragging depressions. It will approach the problems with flex-
A second criticism is that the also moderate and shorten smaller jbie mjnds> prepared to entertain

kind of policy we recommend is fluctuations. It cannot promise new ideas and not frozen by in-
inflationary. People who say that t(? prevent all unemployment or tellectual commitments to old
have several different things in all declines of employment. No battle cries. Our responsibility in

policy can promise that in the - - J
kind of world we live in. But
consistent application of this pol¬
icy w o u 1 surely contribute

mind.

Sometimes they seem to mean
that deficits are inflationary, and

a free society require us to take
this balanced and flexible view.-

our policy contemplates deficits;. t more sta£le operation
therefore, it is said, our policy is *f ou/free economy.

E. F. Hutton Honors

Watson on BirthdayThe real question is not whether.
the policy does enough but.
whether it does all that can prac-E*. F. Hutton & Co., New York
tically be done. To take specific. Stock Exchange firm which this
aplications, was the policy correct year is marking its own 50th an-
in not using strong budgetary niversary, is helping its oldest
action in 1949 and so far in 1954? r e g i s t e red

r e presenta-
t i v e, Walter
Watson, cele-

inflationary. The plain fact is
that deficits are inflationary in
certain circumstances, when com¬

bined witih active business in the

private economy, and not infla¬
tionary in other circumstances.
Our stabilizing budget policy, con¬
tains important features to assure _ .. .

that deficits come only when theyP1". w°uld it have been wiser to
would not be inflationary. bn"g tbe heavy artillery of tax

... , r,. , , cuts and expenditure increases to
Other critics concede this ab°ut bear in such circumstances? Con- brate his own

our policy but contend that the sidering the time required to put. 90th birthday,
effect of our recommendation eXpenditure increases or even tax Mr. Watson,
would be inflationary neverthe- cuts tnt0 effect, and the time re- . who was bom
less. They say that we have qUired to reverse the action later, June 24, 1864
opened the door to deficit finance, j Cannot believe that it would«in London,
which once let loose will not be have been wise. The risks of ag- Ont., Canada,
confined within non-innationary gravating a subsequent inflation has been with
limits. But is was not CED that rather than correcting a current Hutton since
opened the door. People learned recession were too great. 1916 and ac-

Hr ' ' * should think everyone would- tive in thelcits, which under certain cir -
agree that {here are some limits field of fi-

w'hpforpWrFn ramp' fin the' beyond which it is not practical, nance sinceiong before^ CED came on _ the t() limit unemployment or de-. 188?,, when as
? e? / u ™a genie dineg -n employment with instru- a youth of 18, he joined the Bank

ments now available. - The limits of Montreal in New York, where
are set by the flexibility of the . his father was agent.
available instruments, and not by In February, 1889 Mr. Watson
a belief that some unemployment bought a seat on the New York

'Walter Watson

back in the bottle. We must
either tame it or let it run wild.
The danger of excessive infla¬
tionary deficits is reduced, not

fine the conditions' in which defi- 1S desirable or of no concern. Just stock Exchange. He recafls thatwhere these limits lie is a mat" the price then was but $21,500. He
cits are useful in p omot g sta ter of judgment, about which rea-.Saw the price rise to a high of
b y'

, . ,, sOnable men may differ. But I do . $625,000 in the big "bull market"
Finally, on the inflation ques- not think it is constructive to talk . 0f the late twenties. In 1904 he

f tion, there are people who say as jf there were no limits, or fair sold his seat on the Exchange and
that our policy would be lnfla- to charge that those who are con-. went abroad for awhile, returning
tionary because it seeks to main- cerned with practical difficulties in 1909 to join C. J. Hudson & Co.,

, tain high employment and when are indifferent to the problem of stock iexchange firm in the Plaza
employment is high prices and unemployment. At the same time,; Hotel. At one time he was head
wage

_ rates will be pushed up. we should be devoting our atten-. 0f his own brokerage firm, Wat-
- This is not really a criticism of tiom to ways of increasing flex- son & Brown.
• our fiscal and monetary policy ibility of action in order to nar-; T 1Qlfi whpn E F Hutton &

mint5 a/f'S "hSwevlTit'k ^ """H, W'th Co- took SPaCe the PlaZa Hotsl.•ment as a goal, however it is tuations may be practically con- Mr Watson 1oined that firm as
. ma ntan d. fined. Plaza branch manager, until 1938,

The question raised here is a 1 do not regard the task of de- when he became co-manager for
serious one. I do not believe that veloping a postwar fiscal a n d a number of years. Mr. Watson

* if we have a balance of total de- monetary policy as finished. CED recalls the office used to be in
mandf and supply at high em- js at the present moment study- the main floor space now occupied
ployment we will necessarily get jng a number of unsettled prob-, hy the Oak Room.
wage rates rising faster than pro- iems — the definition of the Mr Watqon whn ha«. outlived
.ductivity and resulting higher budget, the management of the n7hfs customers and now

prices. If it should turn out that debt, the improvement of gov- ///,/ investmenh for The scZ
we do face this dilemma, we shall ernment procedures for control- f Garlv customers3till puts-
have a difficult choice to make. ling government expenditures of his early customeis' stlli buts
But I do not believe this choice There are many other questions to
will include giving up the bffort be examined and old answers to
to maintain reasonably high em- be reconsidered.

ployment and reasonable eco¬
nomic stability. A fiscal and
monetary policy of the kind I
have outlined, possibly varied in
some degree, will still be neces¬
sary. It will still be an important
and practical way for the govern¬
ment to discharge its inescap-

in a five-day week at the office.
At one time (in the twenties)

he was a member of 26 clubs. He
used to play gold up till the age of
65 or so, when he gave up the

I have not come here to sell you
any pat formula of policy. If I
have anything to sell, it is three game because of a broken anklj.
simple points:
One, fiscal and monetary policy p 11 p^nf1|acnn Onens

is important, an essential key to . U * endia*on Upens
the successful operation of "a free (special to the financial chronicle)

, , . . , . „ economy BATON ROUGE, La. — Claude
able responsibility for helping to economy, ...

promote conditions in which a Two, fiscal and monetary policy H. Fendlason is engaging in a sc-
free economy can work effec- must be adapted to the realities curities business from offices it
tively. * and uncertainties of our times. 1812i/2 North Street. Hazel

Control of the Debt Thrce- w,e must accept for fiscal Febdias0n is associated with him.comroi 01 uic uein and monetary policy the objec-
One question often raised about tive of contributing to greater

a stabilizing budget policy is stability in a free economy.
whether it will not lead to a per- pour, if we are to make prog-
sistent increase in the Federal

ress we must advance beyond the

Rudolph Roth Opens
(Special to The Financial Chronicle)

debt. If we succeed in maintain- ofbothihe1920s'and the °/I?VER' Col°' ^
ing conditions that on the aver- 1930s. Roth has opened offices at
age are favorable to a reasonably Organizations of business, labor Quari Street to conduct an inve 1-
high level of employment, the and agriculture have a great op- ment business.
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Labor Savers
By ROGER W. BABSON

Mr. Babson, noting capital expenditures are increasing, though
wages have stopped advancing, finds labor-saving devices
on the upgrade. Warns wage workers they must work hard
even under labor-saving conditions, and says business cannot
coast much longer, and some day "plush job" conditions will

be over.
,

Roger W. Babson

Readers wonder why I am opti¬
mistic as to the balance of the

year. There are many reasons
which I gave in my last week's

"Ou tlook."

(See "Chron¬
icle" of June

24, page 21.)
I now wish to

'emphasize the
probable 1954
expenditures
for new equip¬
ment and la¬

bor-saving
machinery.
A11 h augh

there is some

reduction in

total income
of wage work¬
ers, it is most¬
ly from re¬

duction of hour and loss of over¬
time. This results in more leisure
time and more money being spent
on Do-It-Yourself improvements.
This will stimulate retail sales.
There is no letup in the demand

for office workers. They are be¬
coming harder to get even at
higher wages. Probably the de¬
mand from the Government and
from the various engineering sub¬
contractors is causing most of this;
but the desire of present women
workers to get married and have
babies is a great factor.

Capital Expenditures Increasing
Expenditures for labor-saving

devices are increasing, even
though wages have stopped ad¬
vancing. Companies are also en¬
larging their plants to make
working conditions more pleasant
and efficient. The attitude of em¬
ployers is changing. It's not now
a question of paying more wages;
but of making the work lighter
and the working environment
more pleasant. I forecast con¬
tinued large capital expenditures.
The gradual recognition of Cy¬

bernetics by manufacturer^ will
cause a further scarcity of book¬
keepers, stenographers, and other
white-collar help. High school
graduates have not heretofore
liked to go into factory work be¬
cause of the necessity of wearing
old clothes and being classed as
"common labor." But under the
Cybernetic system, girls can op¬
erate both big and small machines
by sitting at a mahogany desk in
a silk dress, occasionally pushing
a control button. This' is easier
and more interesting work than
hitting a typewriter all day; and
has a higher social rating.

Air-Conditioning and
Coffee Hours

Expenditures for these and
other so-called "benefits" appear
unnecessary, if not fbolish, to the
old-time employer; but we may
well have to come to these and
other attractions. Some concerns
now have music playing all day
fo» their employees, while many
have television during the lunch
hour. These "extras" are not
necessarily supplied by socially-
minded employers; but rather by
hard-boiled, old-fashioned em¬

ployers who must "loosen up" to
hold their workers.
All these "extras" help general

business. Retail sales have fallen
off; but I forecast that labor-sav¬
ing devices and these new expen¬
ditures for making working con¬
ditions tmore attractive will in¬
crease from now on. Profits in
some lines of business will de¬
cline; but in other lines profits
will increase. The entire picture
is changing. People continue to

have money to spend; but they
are not spending it so freely for
the same old things. Live manu¬
facturers and progressive mer¬
chants should awake to this.
Watch the coming change in ad¬
vertising copy.

v; Warning to Wage Workers /
No employer can long spend

more than he takes in, whether it
is in wages or fringes. Cyber¬
netics appeal to the few fair-
haired girls who get the jobs to
control a factory by push-buttons,
but only a few such people will
be needed in some factories and
stores. It is okay for wage work¬
ers to be well dressed; but they
must work hard just the same.
Business cannot coast much

longer. Sooner or later the pres¬
ent "easy days" will be over.

Machines can compensate for
shorter hours and more pay, but
those who tend these machines
must give 100% in attention and

worry in order to hold their new
jobs. .

The rise in the price of equip¬
ment stocks and labor-saving-
device stocks should be a warn¬

ing to wage workers. These com¬

panies are now getting huge or¬
ders; but the rising price of their
stocks and bonds is a sure sign
that many factories and offices
are now approaching great
changes. The new machines may
not be delivered for a year or
two years; but they are coming.
This means that those who now

have jobs—whether in offices or

factories—had better hold onto
them by doing good work. Don't
be misled into a temporary "plush
job" at higher wages. You. will
regret it.

Blylh Group Offers
Preferred Stock of

Indiana Utility
Blyth1 & Co. Inc. headed an

underwriting group which yester¬
day (June 30) offered 600,000
shares 4.16% cumulative preferred
stock of Public Service Co. of

Indiana, Inc. at par ($25 per
share). .

The stock is redeemable at $26
per share through May 31, 1959
and at prices scaled downward
to par after May 31, 1974.
Proceeds, together with treasury

funds, will be used to redeem out¬
standing shares of 4.90% cumula¬
tive preferred stock.
The company is an electric pub¬

lic utility operating in Indiana,
serving 70 out of 92 counties in
the state. At Dec. 31, 1953 the
company supplied electric service
to 337,381 customers in 724 cities,
towns and unincorporated com¬

munities in rural areas.
For the 12 months ended April

30, 1954 the company had operat¬
ing revenues of $60,024,312 and
net income of $11,979,819.

Gruber Co. Opens
BAYONNE,N. J.—Isidore Gru¬

ber is engaging in a securities
business from offices at 444 Ave¬
nue C, under the firm name of
Isidore Gruber and Company.

Sheldon, Erwin Co. Opens
MILWAUKEE, Wis.— Sheldon,

Erwin & Co. is engaging in a se¬
curities business from offices at
5855 North Shoreland Avenue.
Partners are Sheldon B. Lubar
and Erwin J. Plesko.

Morgan Stanley Group
Offers Columbia Gas

System Debentures
Public offering of $40,000,000

The Columbia Gas System, Inc.
3V2% debentures, series D due
1979 was made on June 29 by a
nationwide underwriting group
headed by Morgan Stanley & Co.
The debentures, which were

awarded at competitive sale on
June 28, are priced at 101%% and
accrued interest to yield 3.40%
to maturity.
Proceeds of the sale with other

funds of the corporation, includ¬
ing proceeds from the recent sale
of $50,000,000 of subordinated*
convertible debentures, will be
available at Columbia for its 1954*
construction program which is
currently estimated at $105,000,-
000. Included in the construction
budget are $53,400,000 for addi¬
tional transmission facilities, $18,-
700,000 for new distribution fa¬
cilities and $17,400,000 for under¬
ground storage projects.
The corporation reports that a

large portion of the proposed ex¬
penditures is required in order to
handle and deliver to market
areas the large additional volume
of gas to be received by the Sys¬
tem through the new Gulf Inter¬
state Gas Company Line begin¬
ning late in 1954.

Columbia is an interconnected
natural gas system composed of
the corporation, 14 operating sub¬
sidiaries and a service ^ompany.
Gas is sold at retail to approxi¬
mately 1,216,600 residential, com¬
mercial and industrial customers
in important communities in
Ohio, Pennsylvania, West Vir¬
ginia, New York, Maryland and
Kentucky. Other communities are

served aS wholesale. The system
produces a part of its gas require¬
ments and obtains the balance
under long term purchase agree¬
ments.

Total revenues of the System
increased from $123,878,000 in
1949 to $228,929,000 in 1953. For
the 12 months ended April 30,
1954 revenues were $242,325,000
and gross income before income
deductions was $23,218,000.
The new debentures are subject

to redemption at prices scaling
from 105.15% if redeemed during
the 12 months beginning July 1,
1954 to the principal amount
after June 30, 1978. A sinking
fund, beginning in 1956, provides
for payment in cash or debentures
of $1,250,000 annually or an
amount sufficient to retire ap¬
proximately 70% prior to matur¬
ity. The initial sinking fund call
price will be 101.60 and will de¬
crease to the principal amount
after June 30, 1978.

Henry Warner Go.
Expands Trading

PHILADELPHIA, Pa. — Henry
B. Warner & Co., Inc., 123 South
Broad Street, members of the
Philadelphia-Baltimore Stock Ex¬

change, announce the installation
of a private trading phone to A.
W. Benkert & Co., New York
City.
The firm also announces that

Joseph E. Morley, formerly of
Compton & Wharton and prior
thereto with E. W. & R. C. Miller
& Co., has become associated with
them in the trading department.
Mr. Warner has returned to the

trading desk on a full-time basis
after a prolonged illness.

E. R. Bell Opens
KANSAS CITY, Mo.—Eldon R.

Bell is opening offices at 4913

Baltimore to engage in a securi¬
ties business. He was formerly
with Uhlmann & Latshaw, Fran¬
cis K. Justus Co. and Arthur Fels

Co..' '
.....

H-Bomb To Enlarge Local Governments'
Demands on Bond Market

Eliot Janeway predicts need for building minimum protection
against hydrogen bomb attack will force local authorities to
add $2 billion annually to their construction programs. Lists
fuel storage, transportation, and hospitals, as chief specific

areas for action.

Eliot Janeway

Local government's demands on

the bond market for institutional
funds will rise sharply again from.
its present high level, because

the Federal
Government's
initial $1 bil¬
lion commit¬
ment to conti¬
nental defense
assumes that
"local govern-
m e n t s will

carry their
share of the

country's cost
of insurance
against hy¬
drogen bomb

attack," said
Eliot Jane¬

way, Econo¬
mist, at the Annual Convention
of the District of Columbia
Bankers Association on June 12.
Pressure for minium protection
can be expected to force local
governments to add to their con¬
struction programs "at the rate of
$2 billion a year."
Mr. Janeway, who is Economic

Advisor to the Builders' Hard¬
ware Industry and to other com¬
panies closely connected with
construction, declared that the
oldest principle of war is that
the offense always wins a head
start but that the defense always
catches us with it. The latest
developments in the atomic arms

race indicate that this traditional
principle remains true in spite of
the atomic revolution. "Conse-
quently," he said, "America's
spending for continental defense
against atomic attack is going to
rise sharply in cost and in ef¬
fectiveness.

"Washington is spending $1 bil¬
lion this year on the beginnings
of atdmic defense. But these are

barebone beginnings needing to
be supplemented by local govern¬
ments on at least twice this scale.
Expenditures of $2 billion a year
by local governments would come
to roughly a third more than last
year's relatively low figure of
completed construction.
"The problem of continental

defense is new because our pre-
atomic wars were all fought Over¬
seas. We can make use of sci¬
ence's growing contributions to
the new technology of atomic de¬
fense only as fast as local gov¬
ernments recognize that Wash¬
ington's initial commitment on

home defense commits them also
to engineer away their present
vulnerability to attack.
"In this perspective," Mr. Jane¬

way pointed out, "the nation-wide
air-raid drill set for June 14 is
an exercise in winning the last
war. To prepare for the present
emergency, we would do better
to organize a nation-wide evacua¬
tion test.

"Normally, national defense
emergencies suspend the building
and borrowing and employing ac¬
tivities of local governments. But
we cannot cope with today's
emergency by following yester¬
day's rules. Washington is again
working on controls. In the pre-
atomic era, priorities were used
to stop local governments from
spending on machinery, materials
and manpower. But as defense
spending speeds up again, con¬
trols will be needed to insure
local governments all that it
needs for its share of continental
defense.

"The fact of local government's
new role in defense spending will
have explosive inflationary reper¬
cussions on the economy. Within
a year, the economic pessimists

who have been predicting defla¬
tion and unemployment due ;to
excess capacity will seem as
foolish as 1929's optimists. Thanks
to simultaneous spending at a
breakneck pace by Federal Govr
ernment, local government and, of
course, industry, we are about to
discover that we will need all
that we can produce.
"Recognition of local govern¬

ments defense role raises large
questions for fiscal policy. Ordi¬
narily, local governments are

post-boom borrowers, and they
want low interest rates. Now they
are going to be boom borrowers,
and they will still want low in¬
terest rates. Municipal borrowers
will look to Washington to keep
money cheap and plentiful for
them during the coming period
of defense inflation."

Three Areas for Initiative
Three specific areas for local

government initiative were

stressed by Mr. Janeway:
"First, fuel storage. Every com¬

munity in the United States is
studded witj^glistening oil tanks.
They lie along arterial highways
and railroad marshalling yards,
close to industrial plants and next
to docks, bridges and airfields.
Common sense calls for them to
be put underground. Admittedly,
the cost will be tremendous. Who
will pay for it? Oil industry
management is aware of the prob¬
lem, but no private business can

bear the expense alone. Financ-(
ing such projects is going to add
significantly to borrowing and
taxing by local government.

"Secondly, transportation.
Evacuation would bottleneck
every major city in the country
overnight. It is fortunate that
local government is spending as
much money on transportation as
it is. New Haven's action in re¬

opening its old port is particularly
constructive— atomic war or no

atomic war, we will need all the
coastal shipping we can get.
Truck highways are not only an
economic but a defense must.

"Thirdly, hospitals, schools,
utilities. The trend toward plant
decentralization is gaining signifi¬
cant momentum, and every new
industrial site creates housing and
public service requirements for
its work force. Moreover, the
problem of evacuation is clearly
multiplying the prospective load
on suburban public services.

"Every such facility built now
is giving a head start to the com¬

munities having to carry the
heaviest new burden during the
difficult years ahead. But our

hospitals need underground sur¬

gical facilities and all the other
utilities need comparable standby
facilities as insurance against ca¬

tastrophe. If these insurance fea¬
tures raise Dresent budgets by
10%, they will still be a bargain."

New York Stock Exchange
Weekly Firm Changes

The New York Stock Exchange
has announced the following firm
changes:
Lewis B. Harder withdrew from

partnership in Harris, Upham &
Co. June 30.

Edward C. Henshaw retired
from partnership in William R.
Staats & Co. June 30.

Robert S. Gordon^ retired from
limited, partnership in Tobey &
Kirk June 30.

Mario Vito Gimm^ retired from
partnership - in Verace & Co.
June 30.
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"Syndicats" Celebrate Fifth^Anniversary at Outing
June 18 at Echo Lake

June Blackmore, Paine, Webber, Jackson & Curtis; Eva Tarpinian, Glore, Forgan & Co.Claire Happener, Goldman Sachs & Co.; Lillian Neylon, Harriman Ripley & Co. Incorporated

Mary O'Rourke, Reynolds & Co.; Gertrude Herrington, Smith, Barney & Co.; Mildred Manna,
Paine, Webber, Jackson & Curtis; Ruth Curtayne, White Weld & Co.

Lee Higginson Corporation; Claire Borick Friend, Blyth & Co., Inc.;
Pauline Lederman, Blair, Rollins & Co. Incorporated

Kathleen Barrett, Equitable Securities Corporation; Winifred Lees, Kidder, Peabody & Co.;
Edith McGill, First Boston Corporation

Lois West, Blyth & Co., Inc.; Kathryn McCarthy, G. H. Walker & Co.; Marion Lynch,
F. S. Moseley & Co.; Mae MacDonald, Blyth & Co., Inc.

4

Helen Campbell,

Mildred Stevens, Smith, Barney & Co.; Claire Marshall, Shields & Company; Lucy Boyajian,
Blyth & Co., Inc.; Thelma Daley, Blyth & Co., Inc.

Marguerite Aimone, W. C. Langley & Co.; Elayne Whalen, Blair, Rollins <£ Co., Inc.; Jane Hand,
First Boston Corporation; Marguerite Kascle, Riter & Co.

I
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Jeannette F. Boondas, Eldredge & Co., Inc.; Louise Bullwinkel, Tripp & Co., Inc.;Ruth A. Miller, Lee W. Carroll & Co., Newark

Municipal Bond Women's Club of New York

Gloria Berardini, Rand & Co.; Frances Isengard, Harry Downs & Co.;
Margaret Higgins, J. J. Kenny Co.

Alice Kavanaugh, Equitable Securities Corporation; Ola Smith,
Marine Trust Company of Western New York

Pierina Manfredi, Chas. H. Drew & Co.; Alice Dooley, Ira Haupt & Co.;
Lillian Whelen, C. F. Childs and Company

Helen Kane, G. C. Haas & Co.; Audrey Bickhardt, Blair, Rollins & Co. Incorporated;
Betty Dickinson, Dick & Merle-Smith

Jean Marie Davies, Wainwright & Ramsey, Inc.; Marie Downs Noceti, Paine, Webber, Jackson
& Curtis; Ann Schreiber, Mitchell & Pershing

Mary Varley, Harriman Ripley & Co. Incorporated; Josephine Rodd, Goldman, Sachs & Co.;Gladys Degner, King, Quirk & Co. Incorporated

Madlyn Hoskins, Braun, Bosworth & Co. Incorporated; Joan Theurer, Phelps, Fenn & Co.;
Carolyn Reichard, Braun, Bosworth & Co. Incorporated
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Annual Outing June 25,1954

Elaine Malast, Halsey, Stuart & Co., Inc.; Marilyn Madden, Union Securities Corporation Peg O'Neill, Adams, McEntee <6 Co., Inc.; Ann Carroll, Geo. B. Gibbons & Company, Inc.;
Mae W. Rackafellow, Flagler System

Elaine Haggerty, Phelps, Fenn & Co.; Kay Daly, Empire Trust Company; Mareb Vogel
Northern Trust Company

Sara Pardy, R. D. White & Company; Connie Hay, Shields & Company;
Ronnie Smith, G. H. Walker & Co.

Virginia Jeffrey, Sills, Fairman & Harris, Incorporated
Madeline B. Sundstrom, Chemical Bank & Trust Co.; Norma Detlef, Lehman Brothers;

Marion Junker, Chemical Bank & Trust Co.

Marie Thompson, J. P. Morgan & Co. Incorporated; Eleanor Kube, R. L. Day <ft Co.

Elsie Schuyler, Chemical Bank & Trust Co.
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Gloria Berardini, Rand & Co.; Frances Isengard, Harry Downs & Co.
"Margaret Higgins, J. J. Kenny Co.
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Municipal Bond Women's Club of New York

Alice Kavanaugh, Equitable Securities Corporation; Ola Smith,
Marine Trust Company of Western New York

Jeannette F. Boondas, Eldredge & Co., Inc.; Louise Bullwinkel, Tripp & Co., Inc.;
Ruth A. Miller, Lee W. Carroll & Co., Newark

Pierina Manfredi, Chas. H. Drew & Co.; Alice Dooley, Ira Haupt & Co.;
Lillian Whelen, C. F. Childs and Company

Helen Kane, G. C. Haas & Co.; Audrey Bickhardt, Blair, Rollins & Co. Incorporated;
Betty Dickinson, Dick & Merle-Smith

Madlyn Hoskins, Braun, Bosworth & Co. Incorporated; Joan Theurer, Phelps, Fenn & Co.;
Carolyn Reichard, Braun, Bosworth & Co. Incorporated

Jean Marie Davies, Wainwright & Ramsey, Inc.; Marie Downs Noceti, Paine, Webber, Jackson
& Curtis; Ann Schreiber, Mitchell & Pershing

Mary Varley, Harriman Ripley & Co. Incorporated; Josephine Rodd, Goldman, Sachs & Co.; '
Gladys Degner, King, Quirk & Co. Incorporated
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Elaine Malast, Halsey, Stuart & Co., Inc.; Marilyn Madden, Union Securities Corporation Peg O'Neill, Adams, McEntee & Co., Inc.; Ann Carroll, Geo. B. Gibbons & Company, Inc.;
Mae W. Rackafellow, Flagler System

Madeline B. Sundstrom, Chemical Bank & Trust Co.; Norma Detlef, Lehman Brothers;
Marion Junker, Chemical Bank & Trust Co.

Virginia Jeffrey, Sills, Fairman & Harris, Incorporated

Elaine Haggerty, Phelps, Fenn & Co.; Kay Daly, Empire Trust Company; Mareb Yogel
Northern Trust Company

Elsie Schuyler, Chemical Bank <£ Trust Co.
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At Rock Spring Club,West Orange, N. J.

Cathleen Morin, Smith, Barney & Co.; Dorothy Root, F. S. Smithers & Co.; Estelle Hanvey,
Wood, Struthers & Co.; Beryl Murphy, guest

Madeline Kessler, Bache & Co.; Edith Neumann, Mercantile Trust Company;
Grace Zvonik, Laidlaw & Co.

Emma Brehm, R. W. Pressprich & Co.; Hazel Van Valkenburg, Trust Company of Georgia;
Mary Dillon, White, Weld & Co.

Helen Potts, Dean Witter & Co.; Mary Ciarlo, The Bond Buyer; Justina Taylor,
Chase National Bank of the City of New York

Interest exempt from all present Federal Income Taxes
•

■ '
V : • • ' ' ■

, • • ': •

$500,000

State of California

1 zk% Veterans' Bonds
Due February 1, 1975/70

Priced to yield

2.10%
(accrued interest to be added)

Laidlaw & Co.
25 BROAD ST., N. Y. 4

\ /

TRIPP & CO., INC.
Underwriters— Dealers — Distributors

TAX EXEMPT

ESTATE • MUNICIPAL

PUBLIC REVENUE BONDS

40 WALL STREET
NEW YORK 5

TELEPHONE:
HA 2-5252

TELETYPE:
NY 1-2030

/•

DIRECTORY OF

STOCK and BOND HOOSES
"Security Dealers of North America"

A 1,400 page book containing over 8,000
listings covering all United States and
Canadian cities. Listings are arranged
geographically and alphabetically, and
are comprehensively detailed:

Firm name under which business Is con¬

ducted and date established

Street Address, including Post Office
District Numbers

General Character of Business & Clase

of Securities Handled

Names of Partners or Officers. Name*

of Department Heads

Stock Exchange and Association Mem.

berships (including N.A.S.D.)

Phone Numbers—Private Phone Connec¬

tions —Wire Systems—Teletype Numbers-

Correspondents— Clearance Arrangements

An ALPHABETICAL ROSTER of all firms

showing city in which they are located Is

another valuable feature,

Bound in durable limp fabrikoid—$12

ENTER YOUR ORDER TODAY

HERBERT D. SEIBERT & CO., INC.
25 Park Place New York 7, N. Y

REctor 2-9570

N. Y. Bondwomen's 4th Outing
Members of The Municipal Bondwomen's Club of New

York enjoyed their fourth annual outing last Friday at the
Rock Spring Club, West Orange, N. J.
Prizes of U. S. Savings Bonds were awarded as follows:

$100 bond to Walter Dempsey of B. J. Van Ingen & Co., Inc.;
$50 each to Margaret Angerman of Adams, McEntee & Co.,
Inc.; and Frank E. Carter of Etfuitable Securities Corpora¬
tion, and $25 each to Mae Rockafellow of Flagler System
and Henry K. Hommedieu of Wood, Struthers & Co.
Sixteen prizes were donated by the following: Lee Carroll

& Co.; Ira Haupt & Co.; Charles H. Drew & Co.; Harry
Downs & Co.; J. J. Kenny & Co.; Geo. B. Gibbons & Co.,
Inc.; Eldredge & Co., Inc.; The Municipal Bondwomen's Club;
B. J. Van Ingen & Co., Inc.; R. D. White & Co.; F. P. Lang
& Co.; "The Bond Buyer"; Braun, Bosworth & Co., Inc.;
Adams, McEntee & Co., Inc.; Caldwell, Marshall, Trimble &
Mitchell, and Tripp & Co., Inc.
Bus transportation of the members to and from the Rock

Spring Club was contributed by Mitchell & Pershing.
Frances Isengard of Harry Downs & Co., was Chairman of

the Outing Committee, which included Estelle Hanvey of
Wood, Struthers & Co.; Norma Anderson of the Blue List;
Virginia Jeffrey of Sills, Fairman & Harris; Gloria Berardini
of Rand & Co.; Jeannette Boondas of Eldredge & Co.; Jean-
nette Wilson of Drexel & Co.; and Elsie Schuyler of the
Chemical Bank & Trust Company.

Your

RED CROSS

Must Carry on!

For over 20 years our independent financial
advisory service has proved its value to all types
of governmental agencies in financial public relations,
improvement of public credit, sound financing of
capital requirements and other problems of
public finance.

Inquiries about this individualized service are invited.

WAINWRIGHT & RAMSEY INC.
Consultants on Municipal Finance

70 PINE STREET • NEW YORK 5, N. Y.
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Our Reporter on Governments
By JOHN T. CHIPPENDALE, JR.

The decrease in reserve requirements which will be about

completed by the end of the month is bringing more buyers into
the intermediate and longer end of the Government market. There
are indications that quite d few of the out-of-town banks which
have had excess reserves and were helped immediately by the

lowering of requirements against time deposits have been fairly

good-sized buyers of the 2^s due Sept. 15, 1967-72. Other deposit
institutions that were also aided by the lowering of required re¬

serves have been among the important takers of the middle ma¬

turities. ' ' ' '

Despite the pick-up in demand which has been evident in the
most distant Treasury obligations by the commercial banks, it is
still the States and other public funds which have been the largest
buyers of these securities. The short-term market is as strong as

ever, and the expected offering of tax anticipation securities has
had hardly any effect upon the demand for these issues.

Money Market Confidence
The money markets are apparently looking towards the new

fiscal year of the Government with a considerable amount of con¬
fidence. Reserve requirements of the deposit banks have already
been reduced in some cases, with further decreases to come by the
end of the month. Offerings of securities by corporate borrowers
and States and municipalities appear to have passed their peaks,
so that there should be a period in which the already issued obli¬

gations can be digested.
*

Private placements do not seem to have slowed down very
much even though there are reports to the effect that in some/fti^
stances deals which have been under consideration by institutional

lenders have been either postponed or withdrawn entirely.

> Prime Rate Seen Vulnerable

With the powers that be making sure that credit conditions
are to be kept on the easy side the money markets are in a position
to take care of the seasonal demands of industry, commerce and

agriculture for loans, as well as the deficit financing of the Federal
Government. It may be a bit premature to make predictions as

to whether or not the demand for loans by business will be up to
or exceed seasonal requirements, but there are not a few in the
financial district who believe that the demand will be considerably
less than the usual seasonal pattern.

Accordingly, those that hold this opinion contend that it will
a few of the rates charged by the commercial banks, with the

prime bank rate considered to be among the most vulnerable of
them all. ,

Treasury Financing Prospect
While the seasonal loan trend will be watched very closely,

there is the very important matter of taking care of the money

needs of the Treasury. Deficit financing of the Government, ac¬

cording to estimates, will be in the neighborhood of $10,000,000,000
in the first half of the new fiscal year which is just getting under
way. This should mean there will be plenty of Government se¬

curities available to take care of the demands of investors. The

kind- of issues" which the Treasury will offer in order to get the
money which will be needed to meet the deficit wjll depend in no

small way upon the pattern of business. To be sure, economic
conditions have made a turn for the better, but it is still a bit early
to look for any important changes in the pattern which has helped
the recovery along.

Therefore, it seems as though the first fund raising by the
Treasury will be along the lines which have been followed in the
immediate past. Sometime this month the money market is look¬

ing for a rather sizeable offering of tax anticipation securities,
with either $3 billion or $5 billion of tax certificates, which would
mature around the middle of March, 1955 the current expectation.
If there is no change in the debt limit, it is believed the smaller
amount will be offered, but should there be a lifting of the debt
ceiling the larger amount is expected.

The Treasury, after it raises a part of the needed cash during
the present month, will then have to take a look at the Aug. 15
maturity of 2%% certificates. However, this is not a sizeable issue
and it can be rolled over at a much lower rate of interest. There

has been some talk of a two-way offer to owners of the Aug. 15

maturity as well as the Sept. 15 issue of 2%s. Here again, the kind
of an exchange offer which the Treasury makes to the holders of
the maturity certificates will depend in no small way upon how
the business picture looks.

Biitish Conversion Loan Success
By PAUL EINZIG

Noting the success of the recent conversion offer to holders
of £321 millions of a British Government issue due 1954-1958,
Dr. Einzig says it is now evident that Lord Keynes' advices to
finance the war with medium term issues is justified. Points \
out favorable result of the conversion operation is the stimula¬

tion of the London securities market.

Dr. Paul Einzig

Now Sole Proprietor
LONGVIEW, Tex.—Jackson B.

Blakely is now sole proprietor of

Blakely & Cox, 309 East Methvin
Street. - - - -«»■

F. O. Leighton Opens
WARWICK, R. I. — Frank O'

Leighton is conducting a securi¬
ties business from offices at 18

Robin Hill Road.

LONDON, Eng.—The favorable
result of the conversion offer to
holders of the £321 million 1954-
58 issue has created an optim¬

istic atmos¬

phere in the
City. Ninety
per cent of
the holders

accepted the
new 2% 1958-
59 issue, and
the remaining
10% is cov¬

ered several
times over by
the cash por¬
tion of the

issue. This
means that,
after repaying

i the dissenting
10% in September, the Treasury
will have a substantial cash sur¬

plus available for the reduction of
the floating debt. The result of
thi^operstion augurs well for the
rospects of\the other conversion
operations the government will

~~Hk^ve to undertake within the next
) ye^r. or. tWo.

It is now evident that the pol¬
icy adopted during the war on
Lord Keynes's advice, to finance
the war by means of medium-
term issues, was justified. Dur¬
ing the first world war the bulk
of the deficit was financed by
long-term loans, bearing a high
rate of interest and representing
a heavy burden after the war.

}■ It was on Lord Keynes's advice
that the government abstained
from issuing during 1939-45 any
loans corresponding to the 5%
War Loan of World War I. In¬

stead, a large part of the expend¬
iture was financed with the aid of
an increase of the Treasury Bill
issue, or with the ajd of medium-
term issues.

This method of financing the
war was viewed with grave mis¬
givings in many quarters. It was
feared that, when the loans ma¬

ture, the government may have
difficulties in renewing them on

reasonably acceptable terms. The
amounts involved are consider¬

able, and year after year the
Treasury has to face substantial
maturities. It is confronted with
much more difficult problems
than after World War I., when the
bulk of the commitments con¬

sisted of irredeemable loans.
There was now a possibility that
the mediurp-term loans issued
during World War II would ma¬
ture at wrong moments.
So long as the Labor Govern¬

ment pursued its cheap money

policy there was of course no need
to anticipate any such difficulties.
It was when, after the advent of.
the Conservative Government, the
cheap money policy was brought
to an end, that the prospects of
conversion operations became
somewhat uncertain. Since the

change of policy the Treasury
carried out, however, several suc¬
cessful conversion operations. In
spite of the less favorable money
market conditions, the terms se¬
cured were on the whole favor¬
able. Up to the time of writing
neither the Treasury nor the
British taxpayer who has to bear
the burden of interest charges on

public debt had any cause to re-
_ gret to have followed Lord

Keynes' advice.
The experience of British post¬

war conversion confirms the rule
that in a well organized modern
State of Government pursuing an

intelligent monetary policy is to a

Other less fortunately placed
debtors may well wonder why is
it that the Treasury does not
make full use of this enviable

privilege. It would be able to
borrow on much more favorable
terms as indeed did the Labor

Government during 1945 and 1947
under the Chancellorship of Dr. '
Balton. The answer is that if the

Treasury misuses its power to
lower its own interest rates the
result is inflation. The advantages
of saving on the debt service are
then more than outweighed by
the direct and indirect costs of

rising prices. That is why Dr.
Dalton's successor Sir Stafford

Cripps reversed his predecessor's
policy as far as long-term inter¬
est rates were concerned. Both
he and his successor Mr. Gaitskill

upheld it however, as far as

Treasury Bill rates were con¬
cerned.

It is the duty of the government
to strike a reasonable balance be¬

tween its legitimate desire to
save the taxpayers' money by
■keeping down public debt charges
and its obligation to the com¬

munity to take all reasonable
steps to prevent inflation. The
success of the. recent co/nversion
Loan shows/thaj even in the ab¬
sence of inflation it is possible
to borrow on reasonable terms.

The favorable result of the con¬

version operation is all the more

gratifying as the market for is¬
sues of securities has been rea¬

sonably busy lately. A number of
issues have been competing with
those of the Treasury . Among
others some issues have been

made, or are being made, to sell
nationalized steel firms back into

private ownership. There is in¬
deed every reason to expect a

large number of public issues dur¬
ing the next 12 months or so. In
particular, many firms with large
accumulated undistributed profits
are likely to capitalize their re¬
serves. They now feel at liberty
to proceed with issues of equities
on bonus terms because the last

pretence of wage restraint has
long been discarded. Employees
and their Unions now hold out

for the maximum of wage in¬
creases which they can expect to
secure without risking an unsuc¬
cessful strike. In such circum¬
stances a large and increasing
number of firms have arrived at
the conclusion that they too are
entitled to disregard any moral
obligations to abstrain from in-
cerasing their dividends or issu¬
ing bonus shares.

Admittedly, there is no direct
competition between such issues
and those of the Treasury. Since
however, equities have become
more attractive to hold the Treas¬

ury too is expected to be more
generous with its terms in order
to attract border-line cases among
investors. The fact that in spite
of this the Treasury is in a po¬
sition to convert maturing debts
on reasonable terms speaks well
of the soundness of government
finance. Needless to say the out¬
come of the Geneva Conference
will influence to a high degree
the prospects of pending con¬
vention operations. A satisfactory
settlement with prospects of call¬
ing a halt to the cold war and to
rearmament would go a long way

toward improving the budgetary
situation and would enable gov¬

ernments to borrow at more fa¬
vorable rates. The anticipation
of a decline of commodity prices
or at any rate of a prolonged

large extent in a position to fix abeyance of inflation would also
the terms of its own borrowing, stimulate demand for fixed inter¬

est. bearing securities. To some
extent the present level of gov¬
ernment loans discounted such
favorable developments so that
a failure of the Geneva Confer¬
ence is liable to cause some de¬
gree of reaction in the market
for government loans.

0. A. Sutton Stock ~

Offered Publicly
F. Eberstadt & Co." Inc.'" and

Shillinglaw, Bolger & Co. headed'
a nationwide underwriting group
which yesterday (June 30) offered
publicly at $12 per share 400,000
shares of common stock of The
O. A. Sutton Corp., Inc., manu¬
facturers of Vornado air condi¬
tioners and air circulating electric
fans. This is the first public offer¬
ing of the stock of the company.

Of the 400,000 common shares
being offered, 200,000 shares are

being sold by the company and
the remaining 200,000 by Mr. O. A.
.Sutton, President and sole stock¬
holder of the company.

Proceeds from the 1 sale by the
company will net the company
approximately $2,115,000. The
concurrent sale of 15,000 shares ol
6% cumulative preferred stock
will net the company approxi¬
mately $1,435,000. The aggregate
proceeds of $3,550,000 will be ap¬
plied to retire $700,000 of out¬
standing preferred stock and
$275,000 of long-term s e c u r e d
debt, and the balance of $2,575,000
will be added to working capital.

The company, formed in 1941 in
Wichita, Kart., is a leading manu¬
facturer of room air conditioners
and air circulating electric fans.
About 45% of the company's busi¬
ness consists of manufacture of

products under its own trade
name, "Vornado," and about 44%
of its business is the manufacture
of room air conditioners for West-

inghouse Electric Corp., General
Electric Co. and American Motors

Corp. for sale under their respec¬
tive trade names of "Westing-
house," "Hotpoint" and "Kelvina-
tor." The balance of the business
consists principally of jettison fuel
tanks for the U. S. Air Force. The

company's plants are located in
^Wichita, Kan.

In 1953 the company had total
net sales of $23,352,218 and net
income of $445,120. For the five
months ending April 30, 1954, net
sales totaled $22,257,177 and net
income $1,462,070, or $1.61 per
share based on 900,000 shares of/-
common stock to be outstanding
immediately prior to the con¬
summation of the financing. This
compares with net sales of $11,-
259,099 and net income of $469,-
668, or 52 cents per share, for the
five months ended April 30, 1953.

T. G. Wallace, Jr.
Win. E. Pollock 8 Co.

Thomas C. Wallace, Jr. has

joined the institutional sales de-
parament of Wm. E. Pollock &
Co., Inc., 20 Pine Street, New
York City.

Allen S. Krakover Opens
(Special to The Financial Chronicle)

DENVER, Colo.—Allen S. Kra¬
kover is engaging in a securities
business from offices at 1355

Hooker Street. Mr. Krakover was

formerly with the Securities and
Exchange Commission.

Suffolk Inv. Co. Opens
BABYLON, N. Y.—Suffolk In¬

vestment Co. has been formed
with offices at 371 Deer Park

Avenue to engage in a securities
business. Irving J. Green is a

principal of the firm. ; ,

*
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By H. E. JOHNSON

Continued from page 17

This Week— Insurance Stocks

Good Money and
a

Economic Progress
The First Boston Corporation,

100 Broadway, New York 5, N. Y.,
recently distributed its annual
booklet containing data on se¬
lected fire and casualty insurance
stocks.
The 1954 edition is somewhat

more comprehensive than the ear¬
lier booklets in that it includes
two additional fire and casualty
companies and two of the major
reinsurance companies. In all
there are descriptions and statis¬
tical summaries of 44 of the major
insurance institutions.

Also, the presentation of the
analysis of assets, the data with
respect to premium writings by
major lines and the more impor¬
tant finance and insurance ratios
have been changed from earlier
editions for the purpose of greater
clarity.
Generally the booklet is an ex¬

cellent review of insurance stocks

and a valuable aid in selecting
desirable investments in this field.
One of the interesting features

of the report is the comment and
tabulation with respect to market
action of insurance shares during
the past two years.
The following figures taken

from the First Boston booklet
illustrates the point that insur¬
ance shares have continued to be

among the groups that have made
good market progress during the
past year and since Dec. 31, 1952.

Best's Ind. of Standard A:
30 Fire & Poor's Ind. of

Casualty Stks.* 90 Stocks*

May 31, 1954__ 237.2 231.8
Dec. 31, 1953_. 208.5 197.0
May 31, 1953__ 187.8 194.9 .

Dec. 31, 1952 204.2 211.0

♦The index of 90 stocks' is based on

Standard & Poor's dally stock price in¬
dexes of 50 industrial, 20 railroad and 20
public utility stocks combined. The 90
stocks and the 30 fire and-casualty stocks
were at 100 in June, 1944.

The selection of a different

period or standard of comparison
may possibly show that insurance
stocks have either acted better or

worse. Nevertheless, over the past
10 years which cover a fair period
of fluctuation in security prices,
it is-encouraging to note that in¬
surance stocks have done as well
as the average.
The favorable action of fire and

casualty shares in recent years is
partly a reflection of the more

liberal dividend policy that most
of the companies have been fol¬
lowing. The growth in insurance
premium volume has increased the
invested funds and this, combined
with a higher return on equity
holdings, has resulted in a sub¬
stantial gain in investment earn¬

ings. As investment income is the
basic for dividend payments, this
has enabled many companies to
increase their distributions to
stockholders. Such action has been

particiularly qvident during the
past year.
The First Boston booklet points

out that during 1953 close to half
of the 44 companies reviewed
either increased their cash divi¬
dend rate, paid stock dividends or

gave valuable rights for new
shares to their stockholders. Con¬

sidering what happened to many
other security groups last year,
their showing is indeed favorable.
Most of the increases in cash

distributions last year were mod¬
est. It has been the policy of most
companies to establish stable rec¬
ords of payment so that when a

change is made every effort is
made to maintain it. However the
portion of investment income paid
out, in spite of recent increases,
has never reached the 75% which
historically was considered the
usual percentage. Thus there is a

good basis for expecting a further
increase in dividend payments.
Another point covered in the

comments made by First Boston is
that institutional investors have
been taking an increasing interest
in insurance stocks. They go on to
point out that Massachusetts en¬
acted legislation last year giving
savings banks in that State per¬
mission to invest a portion of their
funds in the stocks of certain fire
and casualty companies.
No official list of insurance

stocks which meet the require¬
ments of the Massachusetts law
has been published although such
a list may be published in the
future. According to First Boston,
however, 11 stocks are believed to
qualify as savings bank invest¬
ments. These include:

Federal Insurance

Firemen's Fund Insurance

Company
Glens Falls Insurance Company
Hartford Fire Insurance j
Company

Insurance Company of
North America

Merchants Fire Assurance

Corporation
Northwestern National
Insurance company

Phoenix Insurance Company
St. Paul Fire & Marine
Insurance Company

Springfield Fire & Marine
Insurance Company »■

Westchester Fire Insurance

Company.

Geo. RichardsonWith

Garl Marks & Go.
Carl Marks & Co. Inc., 50 Broad

Street, New York City, foreign
securities specialists, have an¬
nounced that George A. Richard¬
son has become associated with
the firm. Mr. Richardson was

formerly with Brown Brothers
Harriman & Co. for more than
25 years.

Fifi Management Adds
(Special to The Financial Chronicle)

DENVER, Colo. — Harold E.
Ragan has joined the staff of FIF
Management Corporation, 444
Sherman Street.

With E. I. Shelley Co.
DENVER, Colo.—Louis L. Wit-

kin is now affiliated with E. I.
Shelley Company, Ernest & Cran-
mer Building.

BANK
and

INSURANCE
STOCKS

Laird, Bisseli & Meeds
Members New York Stock Exchange
Members American Stock Exchange

120 BBOADWAY, NEW YORK 5, N. Y.
Telephone: BArclay 7-3500
Bell Teletype—NY 1-1248-49

(L. A. Gibbs, Manager Trading Dept.)
Specialists in Bank Stocks

NATIONAL BANK
of INDIA. LIMITED

Bankers to the Government in
Kenya Colony and Uganda

Head Office: 26, Bishopsgate,
Ldndon, E. C. 2.

West End (London) Branch:
13, St. James's Square, S. W. 1.

Branches in India, Pakistan, Ceylon,
Burma, Aden, Kenya, Tanganyika,
Uganda, Zanzibar, and Somali-

land Protectorate.
Authorized Capital £4,562,500
Paid-up Capital £2,851,562
Reserve Fund__ £3,104,687

The Bank conducts every description of
banking and exchange business.
Trusteeships and Executorships

also undertaken

to stimulate thrift through regu¬
lar habits of saving among mil¬
lions of individual American cit¬
izens. The Treasury is encour¬

aged by the fact that sales of Ser¬
ies E and H Savings Bonds in the
first five months of this year ran

12% ahead of a year ago, the best
sales record for any comparable
period since the end of World
War II.
As you well know, the success

of the Savings Bonds Program
rests squarely on its voluntary
character. The fact that the bank¬
ers of the country have given so
faithfully and generously of their
time and energy has been a major
factor in that success.

"Good Money" Policy Helps
International Situation

Our policies at home—removing
controls and restrictions which
have hampered initiative and in¬
terfered with the freer working
of the market mechanism—getting
the budget under control—reduc¬
ing and revising over-burdensome
taxation which impairs initiative
—the better management of our

public debt—the freedom and in¬

dependence of the Federal Re¬
serve System to pursue i£s mone¬
tary policies for the general wel¬
fare—all of these policies at home
are directed toward encouraging
initiative and freedom and main¬
taining a healthy and growing
economy at a high level of activ¬
ity—with neither inflation nor de¬
flation.

This if^what we mean by good
money and economic progress.
This program has its counterpart
in — and its importance to — our

foreign economic policy objectives
and the strength and freedom of
our allies. Good money is as im¬
portant to healthy economic prog¬
ress in the world scene as it is
in the domestic scene.

First of all, we believe a

healthy and growing economy at
a high level of activity here at
home—with neither inflation nor

deflation—leads to high levels of
demand and world trade on a

sound and mutually beneficial
basis and makes perhaps our
greatest contribution to our

friends abroad.- Moreover, main¬
taining the strength and value of
our U. S. dollar through sound
internal finance and increased
productivity is important not only
to confidence and the encourage¬
ment of savings here a home. It
is also a vital part of our contri¬
bution to international monetary
stability and to the value of our
convertible dollar as a stable point
of reference in a sometimes un¬

stable world—for the U. S. dollar
has become the touchstone for all
the currencies of the free world.

As we look abroad today we
find good reason for increased
hopefulness for the freer and

stronger and more unified trad¬

ing and financial world we want.
Despite the continuing political
tensions and large defense ex¬

penditures—and desoite the threat
of military hostilities in some

areas of the world—the free world
is, in fact, in much improved and
in very good shape in purely eco¬
nomic terms—in levels of produc¬
tion, of trade, and of real income.
A good part of this improve¬

ment is due to the increased ap¬

preciation in recent years of the
value of good money to healthy
economic progress. A good deal
has been learned since the war—;
or perhaps it is better to say re-
learned — about the direct and
forceful relationship between do¬
mestic monetary and fiscal poli¬
cies and the international health
of an economy. Indeed the years
gone by provide example after
example of international economic

crises which4 had their origins in
monetary and fiscal policies which
were weak or thoughtless or un¬

realistic.

It has been a familiar story in
many countries abroad. The be¬
ginning comes when a government
adopts an unsound fiscal or mon¬
etary policy. Perhaps its invest¬
ment program is too ambitious.
Perhaps it is unwilling to incur
the political repercussions or un¬

popularity of an adequate tax pro¬

gram or adequate credit control
measures. An excess of money

pours out into the arteries of the
economy. Prices and wages and
costs begin to rise.

Although the domestic economy

may be booming, the international
trade of the country suffers. The
country's exports, becoming more

expensive day by day, are harder
to sell. The consumers of the

country, having plenty of money
and finding that foreign countries'
goods are cheaper, expand their
imports. The gold reserves begin
to dwindle until, finally a crisis
is reached. The government may
have to impose severe import
restrictions, ration foreign goods,
and otherwise clamjjj* down, by a
series of administrative controls,
upon excessive demand for goods
which was created by an unsound
monetary policy. Finally, reality
may force a devaluation of the
currency to bring costs and prices
more in line with world costs and

prices. Unfortunately, these pol¬
icies of bad money—of controls
and restrictionism—have led in¬

evitably to political and economic
and military weakness. They lead
to loss of confidence in money and
to destruction of savings. They
impair capital formation and the
investment essential for increased

productivity and economic growth.

Against "Economic
Restrictionism"

One of the most encouraging
developments of recent years has
been the increasing realization by
government leaders and people
abroad of the self-defeating na¬
ture of economic restrictionism
and controls and artificial values
as instruments of policy. There
has been a renaissance in the be¬
lief in the usefulness of fiscal and

monetary policy and a retreat
from restrictionism in govern¬
ment policy. Other governments
and people, having learned the
high cost of economic restriction¬
ism and artificial prices, have
more and more turned to the pol¬
icies of greater economic freedom
and the value of -stronger and
more competitive economies.

Balance of payments deficits of
many important foreign countries
have been eliminated or reduced.
Production and trade have been

maintained at high levels. In
most countries budgets have been
more nearly balanced and credit
mesasures have been effective in

keeping the growth of money sup¬

ply moderate and related to in¬
creased production and produc¬
tivity. Prices haw been rela¬

tively stable.
One statistic tells much of the

story of the sounder monetary and
fiscal policies and of the improved
competitive abilit^sof important
countries abroad.«^That is the
amount of gold aijd dollar assets
held by foreign cppntries. As a
result of improved- "policies and
conditions abroad send our aid pro¬

grams and large overseas expen¬

ditures, gold and dollar assets of
foreign countries have increased
in the last four years—since just
after the major devaluations of
1949—by more thaji $8 billion, a

gain of more thaq30%—and the
growth seems to blr continuing.
As our friends abroad further

strengthen their economies and
increase their gold and dollar re¬

serves, we can see not only the
end of our emergency programs
of economic aid but we can also
hope for some further relaxation
or elimination of the artificial and
discriminatory barriers to the sale
of American products abroad on a

competitive basis. Part of - the
test of the strength of our friends'
economies will come in the fur¬
ther removal of these discrimina¬
tory restrictions and greater ex¬

posure to. the forges of competi¬
tion from abroad.
It is encouraging to report that

very real progress has already
been made in the freeing of econ¬
omies abroad and in the relaxa¬
tion or removal of trade and ex¬

change controls which have ham¬
pered the sale of our products in
foreign countries. Notable gains
in this direction have been made
in such countries as the United
Kingdom, the Federal Republic
of Germany, the Netherlands and
Belgium.

A Stronger Free World Without
Trade Restrictions

Just as we believe in the value
of greater freedom from govern¬
ment interference and controls at
home and a strong and competi¬
tive and growing economy here,
so we believe that the free world
can be stronger with further re¬

moval of government controls
over trade and exchange— with
the deevlopment of freer and
healthier trade and payments on
the basis of a relatively freely
functioning and internationally
competitive price mechanism. The
strength of the free world—and
the hopes for peace which are
based upon that strength—derives
from the condition of all of its
members and not solely from the
situation here in the United
States. As the President said in
his foreign economic policy mes¬

sage on March 30:
"The national interest in the

field of foreign economic policy is
clear. It is to obtain, in a man¬
ner that is consistent with our

national security and profitable
and equitable for all, the highest
possible level of trade and the
most efficient use of capital' and
resources. That this would also

strengthen our military allies adds
urgency. Their strength is of
critical importance to the security
of our country." v

"Great mutual advantages to
buyer and sellei*, to producer and
consumer, to investor and to the
community where investment is
made, accrue from high levels of
trade and investment. They ac¬
crue no less in trade from nation
to n->Hon than in trade from com¬

munity to community within a

single country. The internal
strength of the American economy
has evolved from such a system of
mutual advantage."
We believe that the economic

strength and growth of our friends
abroad must also be based on good
money and on an expanding flow
of mutually beneficial interna¬
tional trade and on increased

private investment. This, in short,
means a world of currency con¬

vertibility and of non-discrimina¬
tory multilateral trade. As the
President said in his foreign eco¬
nomic policy message to the Con¬
gress on March 30, our program
consists of four interrelated major
parts:

"Aid.—which we wish to curtail;
Investment—which we wish to

encourage;

Convertibility—which we wish
to facilitate; and
Trade—which we wish to ex¬

pand." i

Convertibility of Currencies
On the Way

Throughout the postwar years
there establishment of conditions
of convertibility and non-discrim¬
inatory multilateral trade has
been a major aim of the U. S.
Government. As we look about
us in the world today, we find
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that trade and payments, while
still not as free as we would like,
are freer than at any time since
the end of the war. Foreign coun¬

tries/have strengthened their in¬
ternal financial stability, their
competitive ability, and their gold
and dollar reserves. Currencies
are sounder.

In his message to the Congress
on foreign economic policy, the
President said "The Commission

rightly regards positive progress
toward convertibility as an indis¬
pensable condition for a freer and
healthier international trade."
The President approved the Com¬
mission's recommendations for

cooperation in strengthening the
gold and dollar reserves of coun¬
tries which have prepared them¬
selves for convertibility by sound
internal and external policies and
said the United States will sup¬

port the use of the resources of
the International Monetary Fund
as a bulwark to strengthen the
currencies of countries which un¬

dertake convertibility.
The initiative and responsibility

for'introducing currency conver¬

tibility must rest with the coun¬

tries concerned. Fortunately such
initiative is being taken. The
United Kingdom and other mem¬
bers of the Commonwealth have
met twice to consider plans for
the convertibility of non-resident
sterling and they and other im¬
portant nations of Europe, such as
the Federal Republic of Germany,
have discussed their aims with us.

As we enter a period when a
substantial degree of convertibil¬
ity becomes more likely, wq can
be encouraged by the recognition
that "convertibility" is only a
shorthand phrase to describe a

certain kind of world. Convert¬

ibility in its fullest sense means

good money—and greater freedom
of payments and trade. It means

sound and efficient production
and trade at a high level and a
better allocation of resources for
the benefit of all of us.

Convertibility in its truest
meaning is more than a technical
state of monetary and economic
conditions. It is, in fact, a philos¬
ophy of economic strength and
freedom. It is a philosophy of
good money and economic prog¬
ress.

With more convertible cur¬

rencies in the free world, with
further relaxation of restrictions
and with less government inter¬
ference, we may expect higher
levels of trade and investment
based on sound and efficient pro¬
duction. We may expect a world
which is less divided by quotas
and exchange controls and bi¬
lateral dealings. We may expect
a more homogeneous community
of free nations more closely
bound together by the freer
movement of goods and capital.
Not all of the problems are

solved and not all countries are

making equal progress. But it is
certain that the free world has

greater strength today than at
any time since the war and is in¬

creasingly a real community of
free economies. No small part of
the progress which has been
achieved has been due to a com¬

mon realization that lasting
strength and progress depend in
the last, analysis on sound and
prudent monetary and fiscal poli¬
cies. As we move ahead. toward

greater economic freedom based

on good money and higher levels
of trade and investment arising
from sound and efficient produc¬

tion, we shall achieve that more

unified and more dynamic world
which is essential to our common

purpose of long-term strength and
freedom against the forces that

would destroy it.

Austen Gray
Austen Gray, associated with

Harris, Upham & Co., New York

City, passed away June 24 at the
age of 73.

Continued fiop, page 9

Permissible Use of Blocked
Balances in Selected Countries

silently, i.e. through a verbal un¬
derstanding that a certain use of
a blocked account will be permis¬
sible, a legal loophole is used.
Experiences with opportunities

to unblock blocked accounts
through private actions and trans¬
actions are not a reliable guide for
possibilities of the future. The
situation is changing, and often
there is no official announcement
of changes. A lawyer will watch
out for new laws, rules or any
kind of legislation which opens

up new opportunities for the use
of your account, or for new trans¬
fers. But in" most cases, the new

opportunities^are opening up be¬
fore any law is being changed,
without any official announce¬
ment. T

Foreign Exchange Policies
Affecting Blocking of
Foreign Accounts

.. We may observe two important
phenomena in the sphere of for¬
eign exchange policies as they af¬
fect the freezing or blocking of
foreign accounts:

(1) New blocking or freezing of
foreign accounts usually comes as
a surprise action. There will be
no advance warning for the pri¬
vate owner of such funds. On the

contrary misleading statements
may be made and any prepara¬
tions for the blocking of funds
will be officially announced. Ac¬
tion is often being taken over a

weekend, i.e. on a Friday after¬
noon, or preferably on a Saturday
morning so that the foreign own¬
er of the account has no time to
act in order to beat the law. The
financial expert may foresee this
kind of official act to some ex¬

tent. He may observe the shrink¬
age of official reserves of gold
and foreign exchange funds. He
may point out the failure of offi¬
cial policies to curb or reverse
such a trend'; He may see other
signs indicating that the govern¬
ment will have to declare some

kind of financial bankruptcy; in¬
ability to fulfill its financial ob¬
ligations towards the foreign
creditor. ,:r ~

In such a way he may foresee
that the time will come when the

government will stop the unre¬
stricted transfer of funds abroad
and will block foreign accounts.
But he must -a|so be a political
analyst; for he jrnust consider the
possibility that^ the government
will act before, a critical emer¬

gency has arisen, a long time be¬
fore thejQfficial reserves of gold
and foreign exchange have been
exhausted. It may be that an anti-
foreigner campq|gn is starting and
will lead to g^premature action
against foreigri" accounts. Or a
government is fin power which
will strive for. state economic

regimentation as a way of life
and as an attempt to stop the out¬
flow of funds.

. Therefore, the ex¬
tent of foreign exchange and gold
reserves cannot be used as an

automatic indicator of the time

when freezing of foreign accounts
must be expected though it will
often give, you important leads
and should never be ignored by
those who consider the financial

liquidity and pbilitv of foreign
countries to, fulfill foreign finan¬
cial" obligations^

(2) Once foreign accounts have
been frozen y©u may derive from
the increase of foreign exchange
and gold reserves the ability of
foreign countries to unfreeze for¬
eign accounts and to restore con¬

vertibility oi the national cur¬

rency into foreign currencies,
more or less-;- But you have to be
a good political analyst, and also
a very experienced and practical
financial exp€T$ in order to be
able to guessswhen restrictions

will be removed. What usually
happens is a softening of the at¬
titude of the authorities towards
the application of prohibitive and
rest rules and restrictive rules.
It may often appear to you that

nothing can be done until the
authorities decide to unblock the
accounts and to send you the dol¬
lars, or to send you an announce¬
ment that you may transfer your
funds at a fixed rate of exchange.
This may happen. But you may

be sure that in most cases, such
a decision is preceded by a stage
where transfers are unofficially
permitted which were strictly for¬
bidden at an earlier stafe. Or
individual situations are consid¬
ered more liberally than before.
Special licenses for the use of
such accounts are granted with
the result of actual transfers and

unblocking. Such a stage may last
for many years. We have such
conditions in most countries
where foreign accounts are frozen
and foreign exchange controls
exist.

It is convenient for the authori¬
ties to be liberal unofficially and
to establish an unofficial but tol¬
erated free market in foreign ex¬

change and also in "blocked ac¬

counts" and to permit transfers
via such free markets without of¬

ficially unblocking such accounts.
For the authorities are still for¬

mally in control of foreign ex¬

change. They may experiment
with transfer policies and liberal
foreign exchange policies and test
the practical consequences of new
transfer rights before they are of¬
ficially announced and before they
are decreed in new laws and reg¬
ulations.

Then, it is necessary to take the
initiative with proposals and pos¬
sibilities for transfers and the use

of blocked accounts which mav be

and should be transferred. Then,
it will depend on the use of con¬
tacts and of exnert facilities which
make it possible to propose a

transfer or unblocking without
doing any harm to the foreign ex¬

change situation of the country
where the account is blocked.

Suddenly a financial firm mav

discover that the authorities will

tolerate transfers which circum¬
vent restrictive rules. Then spe¬

cial authorizations and licenses

may be issued for transfers or for
the use of blocked accounts

whereby procedures which were
forbidden are made possible. Such
exceptions will become more
numerous and reflect a new atti¬
tude of the authorities.

Then you may be sure that we
are on the eve of a new decision
to lift the restrictions and to per¬

mit more freedom of transfers.
Such actions may be taken before
official reserves of foreign ex¬

change and gold have reached
figures considered by official ex¬
perts as a necessary minimum in
order to justify full convertibil¬
ity. For it may be expected that
the new freedom of transfers will
result in an inflow and instead of
an outflow of foreign funds.

Arrangements may be made
whereby the owner of the blocked
account officially becomes the in¬
vestor and officially finances the
new investment. Or he invests his
funds in securities which might
be sold to him at a price by the
foreign investor who needs the
foreign fund. In many cases, it is
posible to get a special license for
the use of a blocked account in
connection with the promotion of
exports of articles which are in
surplus and which are too over¬

priced in order to find a market
abroad.

This is the secret of the suc¬

cessful use of bilateral clearing
accounts in multilateral trade deal
or of switch transactions. Such an

account would be blocked if it
cannot be used in bilateral trade.

The clearing exchange country
with an excessive deficit position
may decline the use of such clear¬
ing exchanges for general exports
to third country, i.e., it" may re¬
fuse to grant general switch per¬
mits. But such switch permits
will usually be permitted for
goods which cannot be sold other¬
wise, or for exports to countries
where a foreign market for the
domestic surplus goods will not
be opened up otherwise

Legal Situation Should Be Known

, ;It is, therefore,, necessary to
know the meaning and function
of rules about the unblocking of
blocked accounts. You may hire
a lawyer and he may tell you
what the official rules are. You

certainly should know the legal
situation. But the legal facts are
not yet the "facts of life." You
must knowi the policies of the au¬
thorities and their willingness to
consider individual applications
for licenses and permits, and their
willingness to tolerate the use of
loopholes. In other words, you
must be a political expert. This
is not enough either. You must be
able to find out about foreign
trade opportunities or investment
projects of third parties whose
projects or transactions will be
welcomed by the authorities: new
investment or expert promotion.
Their projects or planned trans¬
actions must be of such a kind
that your account may be used
and the counter party must be
willing to pay you the dollars. In
many cases, these counter-parties
are not able to offer you payment
in dollars. They may perhaps
have currency funds of a third
country, or blocked clearing funds
of a third country. But these
funds may be disposed of, through
a second set of triangular trans¬
actions, and they may produce the
dollars you need.

Complicated Conditions Met With

This may sound very compli¬
cated. It certainly is complex and
complicated for the layman. Pro¬
cedures of such possibilities can
be simplified only by the expert.
Living in a world of experts, a
new type of expert is arising, the
expert who integrated and com¬
bines the knowledge and abil¬
ity of various types experts in one

single transaction. He may be giv¬
en the task of finding ways and
means for the unblocking of a
blocked account in a country
where the lawyer has told you
that there is no legal way, the
account is blocked and non-con¬

vertible, the banker advised you
that he has no use for the account
and there is no market for it, and
your trading department may
have advised you that they expect
to get cash for their expbrts and
must be paid in cash for imports
and cannot use the account. The
exerts whom I have in mind will
never say "no" or "impossible"
though he declines to participate
in any illegal transfer of a

blocked account. He can only
make suggestions and gi^e aid to
transfers which are perfectly legal;
for his clients are large corpora¬
tions and financial executives who
have much at stake in the foreign
country, in addition to tangible
fortunes, also prestige and good
name. The expert who fully con¬
siders thpse conditions will check
the following factors:

(1) The policies of the foreign
exchange authorities, of the Min¬
istry of Finance, of the Central
Bank, and of influential pressure
groups.

(2) The international balance of
payments situation of the foreign
country, i.e., the overall position
as well as towards individual
areas and countries.

(3) Possibilities for domestic
investment projects in which for¬
eign investors are interested and
opportunities to combine their
deals with a transaction which

makes the blocked account usable
for the foreign investor who

ultimately will pay the dollar
fund. Other domestic investment
possibilities and which may be
used on behalf of a foreign in¬
vestor.

The urgency of new investment
projects which can be realized
with foreign financial aid and the
willingness of foreign investors
to support such investments under
certain conditions must be in¬
vestigated. Contacts must be
sought with the authorities inter¬
ested in the new investments and
with the foreign investors them¬
selves.

(4) The export drive of the
debtor country must be investi¬
gated: which goods are in surplus,
which goods will have a foreign
market and a market in a hard
currency country if the price is
right, i.e., if the goods can be sold
at a lower price. Contact must be
made with foreign commodity
firms or importers who are inter¬
ested in purchases of the surplus
goods at an attractive price. Pro¬
posals must be made for the use

of the account in connection with
the export promotion of exports of
these surplus goods. Such a deal
may be made on the basis of a
switch transaction (use of clearing
exchange), or of a barter and -

compensation deal.

In either case, the importer of
the surplus goods will ultimately
pay the dollars to the foreign
owner of the blocked fund.

Halsey, Stuart Group
Offers Duquesne Light
Go.31/8%1stMtg.Bds.
Halsey, Stuart & Co. Inc. headed

a syndicate offering yesterday
(June 30) $16,000,000 Duquesne
Light Company first mortgage
bonds, 3V8% series due July 1,
1984, at 102.461% and accrued in¬
terest, to yield 3%. Award of the
issue was won by the group at
competitive sale on June 29 on a

bid of 102.23%.

Net proceeds from the sale of
the bonds, and from the earlier
sale of 120,000 shares of new pre¬
ferred stock, will be applied by
the company to repay outstanding
short-term bank loans, aggregat¬
ing between $19,500,000 apd
$21,825,000, incurred for construc¬
tion purposes, and, together with
other funds of the company, to
finance construction expenditures.
The bonds are subject to re¬

demption at regular redemption If
prices' ranging from 105.47% to
par, and for the sinking fund at
prices receding from 102.41% to
par, plus accrued interest in each
case.

Duquesne Light Co. is engaged
in the production, purchase, trans¬
mission, distribution and sale of
electric energy. The company
serves an area of approximately
817 square miles embracing the
city of Pittsburgh and surrounding
municipalities in Allegheny and
Beaver Counties, Pennsylvania,
with a population of 1,550,435,
according to the 1950 census. Ter¬
ritory served by the company

comprises a highly industrialized
area, and is particularly noted for
its output of steel, pig iron, coal
and coke.

For the 12 months ended March

31, 1954, consolidated operating
revenues of the company and its
subsidiaries aggregated $82,086,-
000 and net income was $15,428,-
000. For the year ended Dec. 31,
1953, operating revenues totaled
$82,444,000 and net income was
$15,309,000.

Form Rocky Mt. Sees.
SALT LAKE CITY, Utah— .

Rocky Mountain Securities has

opened offices at 36 V2 West Sec¬
ond South Street, to engage in a

securities business. Verne E. Groff

is a principal of the firm.
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JTontinukl from first vaae U. S. corporation is not subject However, during the succeeding 10% normal depreciation allow*J J F v
. to 221/2% distributed profits years the burden of taxation be- ance each year. For example, if

_ _ ■ ■■ ■■ *ax on dividends remitted to the came lighter even though income Tokheim Corporation, the largest
p AVAl fWH flvASC non-resident parent firm here, remained the same. Under the gasoline pump manufacturer from
A OIvlQH A* vmm JTelllClvHVv Since the average American com- Danish system of taxation, the Fort Wayne, decided to an-

—. ■■ ■ w . . | pany located in Britain transfers U. S. taxpayer is permitted to de- other $60,000 in its Dutch supsidi-
1" AV HVnOVlfSlI ItlVACiVtfAtllC about 20% of net earnings to this duct from amount of income the aFy' I* would immediately write
I OI lllllwllvllll 111VCdllftLvilli) country, the total levy now comes dividend and income tax payment $3' j 2 J5nnC°m^n^w°i

to 47%. Here is a typical exam- made during the year. So Com- a*so deduct $2,400, or the 4% al-
applications were made in the na- the Federal levy. However, the pje 0f a jarge Midwestern manu- pany X, paying the same divi- lowance under this year s law,
tions which have the lowest, or present drawback to a corporation facturer, who decided to circum- dend and making the same alloca- * e ^depreciation of
most attractive, tax structure. In operating in Quebec in prefer- vent exchange discrimination tions to reserve funds in the sec- ' °F P. °i i

France alone there were 200. Neth- ence to one in other provinces is against his exports by producing ond year of operation, only paid after deducting the $20,000 initial
erlands received almost 100, Tur- the additional personal tax rang- machines in England. a combined tax of 24.2%. allowance. Thus, for the first five
key and Brazil roughly 50 each, ing from 2Vz% to 12% placed on jn 1954 ^be concern's British Several other U. S. publishers yea^s after the investment, the
while the Governments of Pana- individuals. Besides imposing an branch expects to net almost the are now considering establishing *®*aJ,nnwrite-oft would come to
ma and Puerto Rico are contin- extra burden on corporation exec- equivalent of $1 million in pounds plants in Denmark. Excellent $52,000 out of an original $bU,0UU
ually flooded with requests from utives living in Quebec, it causes sterling. Total tax payments will Danish know-how, along with expenditure.
American firms to participate in labor unrest for the company. be $459,000 from the standard cheaper labor and substantial sup- , Ye . °1 r Fe?Ts°2s -+1 ,

their local development programs. Many U. S. firms have been forced levy, plus $20,000, or 2%% of the plies of paper pulp, permit an i ^ ^ x 4 3i „ ^
These six countries, along with to raise wages to counter-balance $800,000 undistributed, which is American firm to print an aver- ? ' w » s P 7
Liberia, Liechtenstein and Hon- this additional^ personal tax. to be ejther reinvested or added aged-sized book, including cost of duction,(2) freedom of operation,
duras, offer some of the most con- While the Canadian corporate to Preserves. But had the firm in customs duties, for approximately iv, infitc!
genial investing atmosphere in tax is not especially low in com- question earned the same amount 50% less than here. Double taxa- cto
the world. parison with certain other na- last year> it would have paid an tion 0n profits earned in Den_ (5) social and1 political stability
The tendency for foreign na- tions, Americans are participating additional $150,000 — this repre- mark may be avoided because of th nojn+q \n order-

tions to reduce taxation on busi- m Canada s boom for a number of senting the 15% excess profit levy the treaty with U. S. Increased ^ ■ _*! ' . _

ness has come upon us suddenly, other reasons. First, the chances ^at was abolished in the begin- gold and dollar holdings recently First, a relatively high-le vel
It was just a little over a year ago are excellent for good profits, ning of 1954. v have encouraged the Danish Gov- standard of living is maintained
that most European countries growt*\ expansion and continual with the advent of free trans- ernment to approve larger remit- on a m°derate wage scale,
were still following the postwar demand for domestically - made £grajjjj^ 0£ sterling as now fore- taoce of profits than previously Second, an American corpora-
pattern of raising corporate levels, products. Then, with no exchange t|e ne£ yS the authorized. tion receives equal treatment with
Shortly after, Canada and the J'?"'°,s in dan^aj transferrins ^nited Kingdom can anticipate a Swinging southward to France, Dutch companies.
United Kingdom surprised the Piete t r ee ciom m t ansering rush Qf. new y ^ capital into we find a perfect example of what Third, direct routes are avail-
world financial capitals by an- - 8 . »

rinlinrq plant construction there. At pres- American industries are doing able to Western Europe and all
iiouncirig plans to eliminate their

iWp ^t.v trpatv ent> the Bank of England relies when they cannot sell their prod- the world's major markets,
surcharge and excess Profits ^ax ' ith' th' ' TT q avoiding dmihle heavily on the Board of Trade's ucts in Europe because of strin- Fourth, gold and dollar holdings
respectively. This was the begin- . _ • ■'

pp pntnrnvide<? Judgment in choosing those Amer- gent import controls. One of the have skyrocketed to $1.2 billion so

wfarfin nearlva dolenTountries that taxes paid to Canada or to it's ica,n industries which can com- more recent participants in the that exchange is available forspread to nearly a dozen countries
oroc\it^d Pete Wlth domestic ventures, stepped-up movement to produce .transfer.

throughout the world. More re- P
fnvPQ nwprq L thn tt s There is no doubt that many ap- in France is the Lincoln Electric Fifth strikes are practically un-ductions are bound to materialize against taxes owed to the U. S. plications wjn continue * £e Company of Cleveland. Prior to known'in Hollandthis year. Austria, Holland and The 15% withholding levy on turned down, even with full con- establishing its French subsidiary, n i, that ih. rwi

Germany, for instance, are sched- interest and dividends remitted to vertibility of pounds into dollars, which started production this „ "
uled to adopt new measures cut- most stockholders and bondhold- But the v s Investor's experi- year, the company sold about 10% "fPj15n„„5it-
ting corporate taxes substantially ers here is allowable on Amen- ence in England has been most of the manganese powder re- J frfV.i
w the second half of 1954. The can taxes. But on dividends paid satisfactory and he likes to put his quired by France for automatic i '
downward movement in foreign by a Canadian corporation to a money there. Under the Exchange welding. Lincoln Electric's Paris ;?* S ameHenntaxation is a forerunner of the U. S. parent company owning 95% control Act of 1947, banks or factory now has a monthly output °trv haf stav«l awav fromperiod -of stability the Western or more of the stock ot the sub- other lending institutions in the equal to twice the amount of Fven a 5„2World is now approaching. It is sidiary, the 15% is reduced only sterling area are not permitted to French imports previously bought f .. v tn 4rC;/
m.y firm conviction that in the to 5% There is no capital gains extend credit to America without from the firm. Likewise, the °.hlanled for 1 whl notnext five years we will witness a tax in Canada. Depreciation al- aonroval of the Board This ha<; French nlant of Dpwpv Rr Almv ^cneauiea ior uci. i, win not
leveling off in trade, production, lowances, which vary widely from pr0ved a handicap But it is pos- Chemical Companv recorded said furnls^T a"y gI!Jat impetus for
national income and taxation 4% to 100% annually denendine -ui e ndncucBp. cut u is pos- ynemicai company recoraea sates more jj. S. capital because Ger-nationai income ana taxation 4 /c to iuu/o annually, aepenaing S1^ie for an investor to obtain in 1953 that doubled its best pre- w^v nnp nf thp frontipr<; tothroughout the West. The first on the commodity, are most favor- reasonable working capital from vious export figure to France for ^t"TrnnTuHain" Thenresentstages of this stabilization period able to the U. S. concern. Deduc- the British banks on a temnorarv anv one vear I j •, *"uriain-. ine

clearlv Pvirient PsneciaTlv in tions for most machinery and . ,a iemp°iary any one yeai. trend ls for American manufac-are clearly evident, especially in tions tor most macninery ana basis. Another decided factor in These companies now pav a timers tn make licensee arranee-
, areas of Europe. equipment are 20% a year. England's advantacm when chnns- + f i to maKe licensee arrange

. , , , . . , , , , , ... f^ngiana s advantage wnen cnoos coiporation tax rate of 36% plus ments for Germans to produceAn attractive tax structure is A short hop to Bermuda quickly ing her for your investment is the the 18% levy on dividends de- U. S. goods. On this basis theonly one of four vital points that reveals that American industry liberal depreciation allowances. A ciared. However the tax treaty German maker deducts the
an American enterprise must con- virtually has neglected choosing new decree this year allows an with U. S. allows a 12% deduction royalty tax from the payment tos r w^n selecting a specific this British Island as a. site for initial deduction of 20% for plant on the dividend tax. On April 10 the licensor here, who takes creditcountry for investment. While investment in the psst, despite the nnd eQuipment in addition to the of this vesr the nroduction of from thp II S tnxes dup Opner**
ideal conditions rarely exist, it is total absence of corporation or annual rate of 5% to 15%. 15.35% was abolTsh ed and°a auTthe roySty lax Is 60%? butpossible to find some nations dividend taxes. The only levy is

n . 16.85% "added value" levy on may be reduced to 25% by thewhere lower taxes blend with a small capital tax.of 200 ^er- manufacturing became effective. German Government if the li-free remittance of profits,
_ a mudian pounds ($560) on all busi- For many years the Government The latter may be reduced to censor pays,treaty with the U. S. avoiding ness. Rigid currency restrictions of Denmark has had the consistent 7i/2% f0r some products. Aside Italy, too, has not been success-double taxation, and a high po- of the British Empire authorities philosophy that taxation of for- from the continued shortage of ful in attracting American capital,tential of domestic consumption probably are more responsible for eign capital is a "considerable dollars and the almost certain de- despite a relatively low total taxThese four critical factors should scaring away foreign capital than charge on industry and trade." valuation of the franc some time on profts of 26%% and encourag-be your guide in reaching policy any other factor. Actually, the American enterprises considering in the future this new type of ing remittance laws. Heavy Can-and administrative decisions as to attitude of the Exchange Control setting un business in Copen- "nrndnrtinn" tav ic thp rpal Hp- tonal commercial and Church

the countries in which you would Board generally is a lenient one in hagen, therefore, will be surprised tSStTu. S. investment in taxes' in Switzerland more than
like to expand your business. permitting the remittance of prof- to learn that investments from France. Proceeds liquidated from counter-balance a reasonable Fed-
Tax Laws Conducive to Foreign uS .ere* ,U; industry would overseas are more leniently taxed new investments made after Sept. eral tax averaging 9% to 12% de-V/ nauc ve to roreign be wlse not to overlook Bermuda there than in most of the major i 1949 ma be freel repatriated. pending on the yield from

, vcsuiiciits as an investment area any longer. European commercial centers. A ♦ invested capital. Moreover, SwissNow let us take a quick trip Aside from having one of the most foreign firm in Denmark should The Netherlands authorities have never been over-
around the world, visiting those favorable tax situations on the organize as a Danish joint stock An organized investment cam- receptive to American investmentnations where the tax laws and globe for foreign capital, the al- company, a practice usually paign to entice foreign capital possibilities,these three supporting features most certain establishment of full adopted. The tax imposed on the makes the Netherlands one of the
are most conducive to foreign in- sterling convertibility by 1956 will joint stock company depends most attractive spots in Europe Liechtensteinvestments. Occasionally we will provide an added incentive. partly on the percentage of an- for Americans to operate a busi- The tiny Principality of Liech-
pause on our journey to empha- U. S. business, for the most part nual income in proportion to share ness. There are over 50 whollv- tenstein between Switzerland andsuce certain countries whose tax has also by_pass^ Ireland, or capital, and partly on the portion owned U. S. subsidiaries in Hoi- Austria is beyond doubt one of
legislation is a barrier to draw- Eire, our first European stop' To °f income paid "as dividends. U. S. land, as well as some 70 Dutch the best locations in the world for
ing new capital from U. S. Our avoid the 37Vz% regular income corporations pay 12% when in- manufacturers licensed to produce an American company to operate,tirst stop will be in Canada, tax, a company must incornorate come is 6% of paid-in capital American goods. In addition, two Hundreds of U. S. firms have

Americans have invested in Ireland. Then the only charge stock graduating to 20% on in- dozen firms jointly participate technically moved their seat of or-billion by far the largest in js the 10% corporate rate. If the come over 50% of capital stock, with Netherlands capital in manu- ganization to this constitutional
Crln t ™ Some firm is incorporated elsewhere, In addition, there is a 4% mini- facturing there. What is it that is monarchy. Within this small area

V ^anaYlan businesses are the 10% tax is deductible from mum and a 15% maximum com- so alluring for U. S. industry in of 18 miles long and 6V2 milescontiolled by U. b. interests, ^he 37%% rate. munal tax based on the Federal Holland? Certainly the 46% cor- wide, there are today approxi-
Uhese include roughly 1,200 en-

^ tax, minus a deduction of 5% of porate rate on profits over 100,- mately 6,500 holding corporations
gaged in manufacturing, 400 in Concessions Granted by Britain the capital stock. There is also a 000 Dutch guilders ($23,600) is with principal offices. This is

merchandising, 275 in insurance England, which has had one of 5% municipal tax in Copenhagen, not particularly low. But there more than in any other nation or
?no . .c®' in Puk?lc utility, the heaviest tax systems in Eu- Levies on dividends range from are numerous concessions, begin- territory. \yhy is Liechtenstein100 in mining and 200 in miscel- rope, paradoxically has been a 5% when the return to sharehold- ning with elimination of the 15% such a haven for corporations?
larteous lines.

. leading focal point of U. S. in- ers is 6% to as high as 60% on withholding tax on dividends pay- Most important, the so-called
U. S. corporations are taxed 18% vestment because of concessions dividends of 100% of stock. able to American owners only, "domicile company," which is re-

on the first 20,000 Canadian dol- \granted non-resident firms. The Company X an American pub- This is made possible by the tax ferred to as certain types of busi-
lars earned and 47% over 20,000 maximum levy a British company lishing firm, was formed as a joint treaty with the U. S. nesses with seats in Liechtenstein
Canadian dollars, plus a 2% Old pays is 611/k%. This consists of a stock company in 1947 with a $2 Next, a company may write off but with commercial activities
Age Security tax. The 20% sur- 45% standard tax on total earn- million share capital. In its first from its gross profits one-third of outside of Liechtenstein, rnay ar-
charge was abolished in 1952, al- ings, a regular 22y2% tax on dis- year it earned $400,000, and cor- the value of any new investment range a contract with Principal-
though part, of it. was incorpor-. tributed profits which amounts to respondingly paid a dividend of in plant or machinery a& soon as Ky officials . guaranteeing them
ated with the regular tax, which 14% of aggregate earnings when 8%.; After allocating to fixed re- it is made. . In addition, another that the present tax rate paid will
then^ was 38%. In Quebec, where all profits are in form of divi- serves that portion of the income 4% may be deducted annually for remain in effect for 30 years, y
there is a 7% provincial*corpora- dends, and a 2%% tax on undis- which was not distributed as divi- the first five years of the capital- Moreover, the* amount'of tax
ate tax, the government permits tributed profits. How eve r

, • a dends, Company X paid'a total of outlay underr a new decree passed paid generally " is .determined:., by
an offsetting 7%- credit against United Kingdom subsidiary of a 28.7% of' net income in taxes, early in 1954. This is besides the the company. Actually,Liechten*
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stein has similar tax and trade

laws to those of Switzerland.

However, Liechtenstein tax- au¬

thorities permit concessions to in¬
dustries whose income under the

regular tax laws is over 10,000
Swiss francs ($2,310) annually.
Favorable settlements for the tax¬

payer usually are accepted in one

lump sum. In the case of one

large U. S. holding corporation
chartered in Liechtenstein, its to¬
tal taxes would have come to 42%
of its $300,000 earnings, or $126,-
0G0 if paid in Switzerland. It is

understood, however, that 'the
same company settled for a $30,-
0Q0 payment, or 10%, in Liechten¬
stein.

Unlike many European coun¬

tries, which require that at least
50% of the directors or owners of

a firm be nationals of that coun¬

try, Liechtenstein does not have
such a law. In addition, regula¬
tions on foreign investments are

flexible. As an example, a corpo¬
ration founded under laws of an¬

other country does not have to
change, its internal structure to
conform with Liechtenstein cor¬

poration practice. Companies
seeking hidden identity, particu¬
larly in time of war, also benefit
from Liechtenstein laws, which do
not require the publishing of
names of firms registered there or

the disclosure of interested par¬
ties. Incidentally. Liechtenstein
has the largest per capita of law¬
yers in the world. Last year the
number increased 100% to a grand
total of 12 attorneys.

Turkey—A Place for American
Foreign Plant

The last stopover we will make
in Europe today is in Turkey—
which is without doubt one of the
best places for an American in¬
dustry to start a plant. A tempo¬
rary dollar shortage currently
hinders the Central Bank from

approving full remittance of prof¬
its. But Turkey's financial prob¬
lems are concentrated in the Eu¬

ropean Payments Union. Actually,
she has a trade surplus with the
rest of the world and is diverting
hard currencies to pay off intra-
European deficits. This country,
which is enveloped in the thick of
an agricultural boom, should
emerge from her exchange crisis
by next year.

!Alert manufacturers, here espe¬

cially farm implement companies,
should investigate factory
branches in Turkey. Liberal ex¬

emptions are even allowed against
the small corporation tax of 10%
when the firm owns at least 10%
of the subsidiary. The 1954 "For¬
eign Investment Encouragement
Law" abolished all limitations on

transfer of earnings to U. S. Capi¬
tal may be repatriated up to 100%
of original investment.

Israel

Israel, like Turkey, can boast of
potentially good domestic markets
for American products. This how¬
ever, is not the only reason why
the Israelis offer the best invest¬
ment area in the Middle East. The
maximum tax rate for a U. S.

corporation operating in Israel
through 1955 is 25%. Further¬
more, non-resident companies are
refunded on the amount of tax

paid in excess of the U. S. credit
allowance. A leading shoe com¬

pany was surprised to learn that
it was entitled to a 50% tax al¬
lowance by the Israeli Govern¬
ment, thus reducing the firm's
overall tax rate in Israel to about

15%. A committee of experts in
Tel Aviv is now working on ex¬

tensive amendment to the "Law
for the Encouragement of Capital
Investments." Object is to attract
more U. S. capital by offering a

higher rate of exchange for in¬
vested dollars. Parliament prob¬
ably will approve the bill in the
fall of this year.

In an effort to compete with
Israel, the Lebanese Chamber of
Deputies enacted a law last De¬
cember that makes Lebanon the
second leading investment attrac¬
tion in the Middle East. This

measure exempts from Federal in¬
come tax for a period of six years

foreign companies established in
Lebanon within five years from
Jan. 1, 1954, having a capital over
1,000,000 Lebanese pounds ($456,-
000) and whose total payroll is over
100,000 Lebanese pounds ($45,600).
After expiration of the free tax
period, the 30% corporation tax
will apply. A single Lebanese
businessman, who persuaded a

leading U. S. electrical equipment
manufacturer for a licensee agree¬
ment to make the American prod¬
ucts in Lebanon, is responsible for
getting this new law adopted.

Liberia, one of the smallest
countries. on our itinerary, like
Liechtenstein is one of the best
areas in the world for American
investment. If a Shangrila does
exist abroad for U. S. capital, it
is Liberia. Here, corporate income
derived from sources outside of
Liberia is not taxable. The single
requisite is that the majority of
stock of the company must be
held by non-citizens of Liberia.
If this is the case, then the 25%
tax on domestic corporations is
waived and a tax return does not
even1 have to be filed in Liberia.

Moreover, there are no dividend
or remittance taxes and transfer
of funds is unlimited.
1

Incorporation of a U. S. firm in
Liberia offers more advantages
than in the more commonly known
seats of charter such as Liechten¬

stein, Honduras and Panama. For
here in Liberia the official lan¬

guage is English, not Swiss nor

Spanish, and the monetary unit is
the American dollar, instead of a

foreign currency. A company in¬
corporated in Liberia may hold
its directors' or stockholders'

meetings any place in the world.
Practically the only requirement
after registration and payment of
small capital fees for forming a

corporation is the maintenance of
a resident agent in Liberia. This
service is procurable in New York
at (a small expense.
Although Firestone Rubber Co.

and Republic Steel have taken ad¬
vantage of the Liberian induce¬
ments, certainly the country has
been unjustly slighted from an
overall investment viewpoint. But
now other leading rubber com¬

panies are planning large outlays
in Liberia. The classic example of
American vision in escaping tax¬
ation is the giant U. S. film pro¬
ducer which had its charter in

Liberia. Accordingly, it was not
necessary for the company to pay
taxes in Liberia on films made or

sold outside of the Republic. But
it did have to pay taxes to the
U. S. on about 50% of the profits
earned from films produced with¬
out this country and sold within
U. S. by a foreign corporation. So,
to, avoid this heavy payment, a

distributing company was organ¬
ized in Panama, where the tax
pattern is similar to that of Li¬
beria. The Liberian corporation
would make a picture in Italy, for
instance, and then sell it to the
Panamanian company. The re¬

sulting profit escaped the Liberian
tax and at the same time was not

liable to American taxes since the
sale was between two foreign cor¬

porations outside the U. S.

The Belgian Congo

Our second visit in Africa will
be the Belgian Congo, where Leo-
poldville, its capital, is rapidly
becoming one of the world's great
refuges for foreign capital. Since
the first days of the Korean War,
nearly $750 million has found its
way into the Congo through some
form of investment. Supplement¬
ing the relatively small corporate
levy of 25%, which in itself is an

inducement, a company taxable
in the U. S. is granted a 25% re¬

duction on the taxes payable.
However, employers must pay an
8% to 11V2% pension fund levy
on the salary of each employee.
Belgian Congo, by the way, will
be the first country in the world
to have hydro-electro power from
atomic energy and this will fur¬

nish another stimulant to invest
in this jungle area.

A so-called "public company"
in JJie Union of South Africa is
comparable to the U. S. corpora¬
tion. However, most American
firms establishing a branch in
South Africa in the past adopted
the procedure of setting up a

"private company." The principal
distinction between the two types
of businesses is that a "private
company's" taxable income is ap¬
portioned to its shareholders and
taxed in the hands of those indi¬
viduals at varying rates according
to their total income. In 1952 the
South African Government abol¬
ished the 20% undistributed prof¬
its tax on "public companies" so
that now it is more advantageous
to organize as a public company.

Today, the latter only is subject
to the normal tax of 27%%, plus
a 5% provincial tax, if it is not a

gold or miping industry. On the
other hand, a firm doing business
as a "private company" must pay
the 25% normal tax plus a 43%
surcharge. Here is a case of an

American machinery manufac¬
turer which last year had a $500,-
000 net profit from the Johannes¬
burg branch: Its normal tax as a

"private company" came to $125,-
000. On top of this was the 43%
surcharge, or $53,750, making the
total assessment $178,750. Had the
concern been organized as a "pub¬
lic company" the combined Fed¬
eral and provincial taxes would
have been $175,000.
South Africa is one of the rich¬

est countries on the globe. Dis¬
covery of large uranium deposits
and huge new gold fields are

lifting the standard of living at an
unprecedented pace. However, it
is unfortunate that the rising wave
of racialism makes the investment

atmosphere a very tense one.

Nationalism gains rapidly and new
ventures arising out of external
capital must proceed most cau¬

tiously here.

The Far East

Leaving the continent of Africa
for the Far East, our next desti¬
nation is India, where a non-resi¬
dent corporation encounters sev¬

eral barriers in the local tax laws.
The normal rate of tax is 26%%
of the company's total taxable in¬
come plus a 5% surcharge on the
income. In addition, there is a
29.7% supertax on the taxable
earnings. An Indian subsidiary of
a U. S. corporation generally is
entitled to a rebate of 6J/4%, inas¬
much as it is the practide to dis¬
tribute its dividends outside of
India. Despite the rebate, the to¬
tal tax of 54.65% certainly is out
of line with more attractive areas

if you do want to invest funds in
the Far East. Another handicap to
American operations in India is
that non-resident corporations are
assessable to income tax either on
their own name or their agents.
Since any resident person may be
deemed to be the agent of the
U. S. corporation, the latter is
subject to tax deduction at the
source. In the well-known Rem¬

ington Typewrite Company case,
the Indian Privy Council ruled that
Remington's Bombay subsidiary
should be assessed to income tax
as agent of the U. S. company in
respect to both profits made by
the subsidiary and on dividends
paid to the parent organization
here. More recent decisions of the

Bombay High Court indicate that
the liability can be avoided if
there is no intercorporate rela¬
tionship such as there was in the
Remington ruling.
A 42% corporation tax, a 12%

local Enterprise levy, a 12V2%
Municipal Inhabitants Tax, a %%
to 3% net worth tax and a 5%

"family corporation" tax imposed
on a Japanese subsidiary of a

U. S. company makes investing in

Japan a heavy burden. Some of
the impediments to American
business in Japan as result of the

heavy tax system there soon will
be eliminated. The U. S. and Ja¬

pan signed two treaties in April
aimed at preventing double taxa¬
tion. Legislatures of both coun¬

tries must still ratify the agree¬
ments which are retroactive to
Jan. 1, 1954. Under the arrange¬
ments, however, only Federal
taxes paid in one country will be
allowed as a credit in the other
nation.

Until the 17% exchange remit¬
tance tax became effective in 1951,
the Philippine Islands offered one

of the rare places in the Far East
for a remunerative return of U. S.
private investment. Since then,
however, a few American com¬

panies established prior to Jan. 1,
1945, including one of this coun¬

try's leading legal publishers, have
begun liquidation of their Philip¬
pines subsidiaries; others have
given serious thought to such ac¬

tion. "New and necessary" indus¬
tries are granted full exemptions
from the 28% corporate tax
through 1958.

A "new" industry is defined as one
not existing nor operated on a com¬

mercial scale prior to Jan. 1, 1945.
Definition of a "necessary" indus¬
try is one which contributes to a

stable and balanced national econ¬

omy. There are 12 groups of ar¬
ticles produced that many be in¬
cluded under a "necessary" in¬
dustry. After Dec. -31, 1958 the
exemptions are as follows: 90%
of all taxes during the period of
1959; 75% during 1960; 50% dur¬
ing 1961 and 10% of all taxes dur¬

ing the period of 1962.
Needless to say, practically all

capital outlays of U. S. firms in
the past three years have been
projects falling under the selected
categories. Some companies such
as Reynolds Metals, however,
have held up investments because
there had been unmistakable

signs that the new Philippine
Congress was trying to back down
on earlier promises of favored
treatment. But the 17% tox on

transfer of profits, which also is
levied on most other foreign ex¬

change sales, excepting insurance,
medicinals, newsprint and some

foodstuffs, plus a 7% to 30% sales
tax paid by consumers, counter¬
balances many of the income tax-
free advantages. Despite- the fact
that the 17% remittance tax scares

away considerable potential
American capital, it still must be
regarded as a minor hurdle when
stacked against the staggering
66%% remittance tax imposed by
Indonesia early this year.

Australia

Australia is another one of the
nations in the world that has low¬
ered its income taxes on corpora¬
tions in the past two years. In
1953 the rate was reduced from

45% to 35% for all public com¬

panies. This cut, however, meant
considerably more savings to U. S.
companies with Australian
branches than appears on paper.

It also dropped the 45% tax on

dividends bv an equal amount so

fhat a subsidiary of an American
corporation paid the profits tax of
35% and a 35% tax on distributed

profits. Then on Dec. 14, 1953, the
long awaited U. S.-Australian tax
treaty finally was ratified. This
imDQrtant income tax convention
with Australia—probably one of
the most significant of our 1,5
treaties now in effect, reduced the
Australian tax on dividends to

15% so that the subsidiary now

pays a maximum 44%% presum¬

ing all the profits are distributed.
Since Australian officials figure
that American companies as a rule
retain 50% of their earnings for
development purposes, the aver¬

age total tax, therefore, is 35%
plus 4%%, or 39%%. The general
sales tax of 121/2% is passed on
to the consumer so that does not

become a factor. Furthermore, the

government has inaugurated a

40% initial depreciation allowance
for plant and equipment, build¬

ings, furniture and other fixed as¬

sets in addition to the regular an¬
nual 10% reduction.

Latin America

Swinging over to Latin Ameri¬
ca, the first visit we should make
is in Brazil. Despite the continual
overtures made by President Per-
on, who has insisted that his

country really wants private for¬
eign capital, it seems advisable to
by-pass Argentina. The 30% cor¬

porate tax on U. S. companies, the
30% non-resident absentee sur¬

charge, the 5% remittance levy
on dividends and the 5% to 8%
limitation on transferable earn¬

ings, add to the already obvious
roadblocks to investment. Some
U. S. companies, including Ameri¬
can Foreign and Power, which
wprp pot fortunate enough to sell
out to Argentina early in the post¬
war period, as did International
Telephone and Telegraph, are re¬
liably reported still eager to ac¬
cept a reasonable offer from Mr.
Peron. Any U. S. firm wishing to
manufacture in the Argentine to¬
day should first consider a licen¬
see arrangement.
In Brazil, however, the Vargas

Administration operates on a

somewhat different philosophy.
As pointed out so frequently by
Finance Minister Aranha and Am¬
bassador Carlos Muniz, Brazilian
attitude is that as soon as a mar¬

ket becomes "inaccessible or diffi¬
cult because it lacks dollar ex¬

change," then the U. S. exporter
should move to the market and
produce there. Already there are
103 American manufacturers with
plants in Brazil representing a $1
billion investment. A recent sur¬

vey made by the McGraw-Hill
"American Letter" showed that
practically every one of these
firms was operating at a substan¬
tial profit.
What makes Brazil a tempting

market for U. S. caoital? First,
the people there prefer American
goods to the cheaper items of our
European competitors and, conse¬
quently, the high consumer de¬
mand potential for U. S. mer¬

chandise appears to be everlast¬
ing.

Actually, the several taxes ap¬
plied on a U. S. corporation in
Brazil, when added together, come
to the relatively low amount of
about 30%, compared to the 52%
corporate rate here. This is how
Company Y, a branch of an

American retail merchandise firm,
broke down its 1953 tax payments.
The maximum corporate levy of
15% on a $2 million1 profit was

$300,000. After adding the 15%
surcharge, which is refundable in
20 years with a 5% return on the
government bonds given as secu¬

rity, net earnings were reduced
to $1,655,000.
Only 10% of the $5 million

original capital could be trans¬
ferred in profits under the pres¬
ent law. The remainder of $1.5
million added to capital is subject
to a 3% tax on reserves and un¬

distributed profits, making the
total tax thus far $390,000. Then
the 8% remittance tax and a spe¬
cial 15% levy on non-resident
funds taken out of the country
put on another $115,000 charge.
On top of this the parent company
paid the 15% surcharge on the
profits transferred to it, or rough¬
ly $58,000. Company Y, which
earned $2 million but only trans¬
ferred $500,000, paid an aggregate
tax of $563,000, or about 28%.

Naturally the foreign investor
in Brazil today is somewhat skep¬
tical of future exchange crises
similar to those witnessed in the
past. But it is well to recall that
the Banco do Brasil has never

reneged on a single outstanding
debt. Even during the most re¬

cent crisis, investors came off
well despite the fact exchange for
remittances must be obtained on

the free market. The firm with
the largest backlog in Brazil,
amounting to $12 million, rein¬
vested in its Rio de Janeiro

branch two-thirds of its arrears

when paid by the Banco do Bra-

Continued on page 32
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Foreign Areas Attractive
For American Investments

si1 and preferred to transfer to the
States less than 10% of the bal¬

ance, or $800,000, even though it
was eligible to remit several mil¬
lions of dollars. Although the
U. S. still ha^mo double taxation

conventions fcfth Latin America,
the treaty proposed with Brazil in
1949 probably will be the first to
be ratified. The opportunity for
investment in Brazil brightens
farther as President Vargas re¬

cently recommended cutting the
remittance tax from 8% to 5%
and eliminating the 2% social se¬
curity levy. ^

Heavy taxes in Uruguay and
complicated schedules in Chile
make these Republics two of the
less attractive nations in Latin

America for U. S. investment. In

Uruguay, for instance, the maxi¬
mum rate is 80% when profits ex¬

ceed 40% of invested capital. The
usual corporate rate is 40%, rep¬
resenting profits amounting to
around 20% of capital. But a 4%
social security levy and a 9%
pension fund contribution im¬
posed on employers, plus a 6%
remittance tax on profits, brings
the average tax payment above
52% of earnings. Uruguay, by the
way, was the first country in the
world to have social security taxes
back in 1902, and the present U. S.
s4ystem is patterned after the Uru¬
guayan laws.
It wouid seem unfair to pass

over Colombia, even though the
normal corporate tax ranging up
to 31%% and the average excess

profits tax of 26l/z% combine to
give this Republic a substantially
Ihigh rate. For in Colombia, where
one of the strongest financial po¬
sitions in South America exists,
dollars are easily transferable and
domestic consumption gains rapid¬
ly. Despite the lack of tax incen¬
tives, American firms have been
most successful in their branch

plant operations there. U. S.
business should also investigate
the advantages of producing in
Ecuador. The market for, Ameri¬
can-made goods expands at a fast
clip there, as in Colombio. But
the Eucuadorean income tax rate
of 22% and the 16% tax on both
undistributed and distributed
profits, along with a 7% social se¬
curity levy on the employer, does-
not place the combined taxes at
such a prohibitive figure.
Our last stop in South America

Is Venezuela, where the burden
of taxation essentially is borne
by petroleum companies. For that
industry, the minimum tax is
50%. In other business activities
the incidence of taxation becomes
relatively light. The normal tax
is a mere 2V2% on income and
there is a surtax graduating to
26% over $8,358,000. However,
since the rates in the higher in¬
come brackets rise abruptly, a
firm making a $2.4 million profit
finds it only pays a 16% surtax.
Because treaty discussions with
Venezuela to avoid double taxa¬
tion have not yet been fruitful,
most U. S. firms operating there
today are organized as Western
Hemisphere Trade Corporations
in order to save the 14 point dif¬
ferential in taking credit against
our Federal taxes. Venezuelan
wealth is now being expended in
an incredible industrial and con¬

struction boom that relies on

American techniques and prod¬
ucts.

Crossing over into Central
America, we arrive in a nation
v/hich is most familiar to U. S.
investors. As is commonly known,
corporations organized in Panama
-and conducting business outside
of the country are not subject to
tax as long as income is not de¬
rived within the territory. More¬
over, under three agreements

signed in 1941, the Governments
of Panama and the U. S. exempt
shipping companies of each other's
country from income taxation.
Special inducements to attract

foreign capital were added in 1950
so that American firms enjoy
many other tax-free concessions
for a period of 25 years. How¬
ever, the 34% income tax and 20%
surcharge, which may be reduced
to 10%, are not exempted from
income earned in Panama.

A broad scale of deductions and
a low tax rate of 15% make Costa
Rica another Latin American
market that businessmen in U. S.

might investigate for future cap¬
ital outlays. With an improved
exchange position, Costa Rican
authorities are permitting larger
transfers of profits.

Honduras, like Panama, does
not tax income derived from

sources^ outside of the country.
However, profits obtained from
exportation of goods manufac¬
tured, extracted or purchased
within the Republic is considered
from sources in Honduras and

subject to the regular 15% cor¬

porate levy. The proposed in¬
come tax convention with the
U. S. is designed to eliminate this
exception to exports. American
subsidiaries incorporated in Hon¬
duras report only dividends paid
to residents in Honduras.

Mexico's Devaluation

Mexico's surprise devaluation of
the peso by 45% in April at first
had a tremendous impact upon
the American investor. Many of
our largest companies said they
certainly would be discouraged
from making further dollar out¬
lays in Mexico. One of this na¬

tion's top chemical manufacturers
explained that in order to earn

$500,000 profits his firm needed
to make their investment worth¬

while, capital would have to be
doubled. Others felt it would be
years before they could earn

enough to offset their losses from
peso balances in Mexico. But now
the general attitude has changed
somewhat and there are at least
a dozen leading U. S. firms ready
to set up new plants in Mexico.
These companies will encounter a

rather high and complex system
of taxing.
Besides the 33% levy on profits

from commerce and industry,
there is an , excess profits tax
averaging 15% and a 15% tax on

dividends distributed. Federal
and local business franchise and
sales taxes add another 8% to 10%
so that the aggregate tax bite ex¬

ceeds 50% of taxable income.
Therefore, companies contemplat¬
ing capital ventures in Mexico
should try to qualify under the
10-year tax exemption granted
some industries "fundamental to
the economy."
Before winding our way back to

the States, we will make two
quick stop-overs in the West In¬
dies. One, in Cuba, emphasizes
why it is so frequently vital for
U. S. companies operating in
Latin American to organize under
the Western Hemisphere Trade
Act. Structure of a Cuban cor¬

poration is similar to that of the
U. S. But bulk of the American
branches there are Western Hem¬
isphere Trade Corporations.
Generally, a U. S. company in

Cuba pays a 5% tax on gross re¬

ceipts in lieu of the regular cor¬
poration taxes which graduates
to 35% over profits of $1 million.
In addition, a 25c excess profits
tax is applied on earnings in ex¬
cess of 10% or working capital.
A flat 4% levy is imposed on un¬
distributed profits if profits ex¬

ceed 30% of caoital. There also
are a 5.8% dividend tax and a 2%

remittance charge. On this basis,
total taxes come to about 40% if
sales volume is approximately^
million. With the 14% credit al¬
lowed as a Western Hemisphere
Corporation, it can indeed be
profitable to invest in Cuba.

Puerto Rico

The second West Indies island
on our journey, of course, is
Puerto Rico. In the past five
years, American business un¬

doubtedly uncovered the almost
perfect windfall for "nearby"
branch production. This is be¬
cause the Puerto Rican Govern¬
ment exempts from 100% tax
for 10 years profits derived from
new industries classified under 42
different categories. The list is so

expansive that rarely has a U. S.
industry been unable to qualify.
Those companies which do not
claim the free tax pay a 20% in¬
come tax and a 20% surtax, in

addition to a temporary 5% sur¬
tax. American corporations op¬
erating inj Puerto Rico are not
subject to the U. S. Federal in¬
come tax if 80% of net income is
derived there for three consecu¬

tive years and if this amount is
50% of the company's total earn¬
ings. If the firm is subject to the
Federal tax, then it may take
credit for taxes paid in Puerto
Rico.
The mythical trip we have

taken today has purposely omitted
some countries because of lack of
time. But there is no doubt that
out of the 33 nations whose tax
laws have been sketchecj, cer¬
tainly you can find at least 25 that
have the most simplified and
lenient systems of taxation in the
world. Thus, it seems safe to pre¬
dict that in the next decade U. S.

industry will place 90% of its
overseas investments in these se¬

lected areas. ' -

Continued from page 15

Importance of Lease Device in
Financing Plant Modernization

equipment over 10 years of age
would rise from 60 billion cur¬

rently to 100 billion in 19-30 and
almost 200 billion in 1975, unless
some definite program of ade¬
quate replacement yas adopted
by American industry.
Various incentives have arisen

to modernize, and one of the more

important is the accelerated Fed¬
eral depreciation program on ma¬

chinery which is part of the pro¬
posed revised tax law. Another,
is to give one a better competitive
position. The average cost of an
hour's factory labor is more than
165% above 1939, while it is esti¬
mated that the average price of
equipment has advanced only
about one-half as much. A third
is to be well equipped in the event
of shortages that will surely result
should the far Eastern situation
worsen and the country again be¬
comes involved as it did in Korea.

Financing Equipment
Replacement

While most of the modernizar
tion and enlargement of indus¬
try's plant and equipment in the
past has been done from internal
sources of companies, there is no

reason, at the present time, why
external financing cannot be
availed of.

Institutional lenders consisting
of commercial banks, insurance
companies and commercial fi¬
nance companies are in an admir¬
able position, today, to aid in a
realistic replacement program.

Speaking for one of these three
—the finance companies—I wish
to point out that they pioneered
in the financing of commercial
and i industrial equipment, devis¬
ing techniques where the equip¬
ment rapidly paid for itself out
of the increased earnings result¬
ing from the utilization of such
equipment. Incidentally, you may
have read the recent survey pub¬
lished by the Robert Morris Asso¬
ciates—an organization of bank
credit men — which pointed out
that the lines of credit to finance
companies by the major com¬
mercial banks in the United States
represented 57.77% of the capital
of each bank and 4.06% of de¬
posits and that "outstandings" to
finanoe companies represented
74.29% of lines of credit; 41.16%
of capital and 2.88% of deposits.
Yes, commercial finance com¬

panies have devised many tech¬
niques to facilities a ready means
of replacement of old and obso¬
lete equipment and enlargement
of plant and machinery without
the need of diluting working cap¬
ital resources.

Title retention instruments have
been devised and improved where¬
by the purchaser takes possession

and makes full use of the ma¬

chinery and equipment but title
remains vested in the seller or

the lender until payment is made
in full. The financing is usually
arranged by the manufacturer,
distributor or dealer of the equip¬
ment or automobile, rather than
by the purchaser directly. In ad¬
dition, the seller may assist the
purchaser in financing the ma¬

chinery and equipment by being
secondarily responsible for tis re¬

payment. These arfy "recourse
loans."

Loans secured by commercial
and industrial equipment are im¬
portant at the present time. In¬

creasing interest is being shown
in this type of business by fi¬
nancial institutions because of the

growing awareness that the lender
incurs only small expense in serv¬

icing such loans, and the net re¬

turns are attractive.

Some types of commercial and
industrial equipment are financed
by secured loans against the
equipment itself. Among the most
important are: commercial refrig¬
eration units, machine tools con¬
struction equipment; printing
equipment; restaurant and soda
fountain equipment; barber equip¬
ment; air conditioning; display
cases for food shops, etc.
An interesting feature of con¬

struction and equipment financing
is their probable cyclical char¬
acter. In the future, a policy of
initiating public works at the be¬
ginning of a recession is a near

certainty. Construction equip¬
ment will sell in quantities pos¬

sibly above prosperity levels at
such times.

Construction equipment is rela¬
tively short-lived and equipment
produced during prosperity gen¬
erally would require replacement
before a recession had run its
course or been off-set.
It is difficult to define the large

number of uses of this type of
equipment, but the three major
classes of employment in the se¬

quence of importance, would be
road building, industrial construc¬
tion and miscellaneous, which
would include sand and gravel
pits, mining, bulk concrete plants,
hot tar plants, and lumbering. A
typical list of major units, readily
lending themselves to financing,
are as follows:

Tractors -

Shovels
Cranes

Rollers

Earth Movers
Road Scrapers

. Concreae Mixers

Compressors
Graders
Crushers

Wide application of loans on

income-producing equipment can
be foreseen in agriculture. The
mechanization of agriculture is
well advanced but is far from
completed. Newly developed
equipment brings mechanization
within the reach of a vast num¬
ber of medium-sized farmers — a

huge market both for producers of
farm equipment and for lenders
who are actively engaged in the
financing. As new types of spec¬
ialized farm equipment are de¬
veloped, the sales and financing
of such equipment will rise also.

Growing Importance of the
Lease Device

A major development of rather
recent application in the financing
of machinery and equipment is
the utilization of the lease device.
It will be recalled that after

World War II, several financial
bodies, particularly insurance
companies, worked out various ar¬

rangements whereby the business
unit could sell its real property
to the financier, realize cash on
the sale, rent the building back
on a long-term lease, and charge
its current operations with the
rental as paid.
The device found increasing ac¬

ceptance. Analyzed from the
standpoint of what benefits ac¬

crued, it was seen that the busi¬
ness unit improved its current
ratio, the lease did not show as a

liability on the balance sheet—as
a mortgage would have—and the
business unit realized more cash
than through mortgaging its prop¬
erty. Likewise, it reduced cur¬
rent taxable profit shown and
hence its tax liability. The effect
was a substantial gain in retained
earnings.
The postwar years have seen an

increase in the number of com¬

panies which prefer to lease cer¬

tain items of equipment rather
than purchase them outright. A
current survey of the American
Institute of Accounts states that
of some 600 corporate annual re¬
ports surveyed, 164, or more than
one-fourth, disclose the existence
of long term leases. The same

survey reports that the total of
life insurance company invest¬
ments in commercial and indus¬
trial rented properties grew from
$80,000,000 in 1946 to about $1,-
000,000,000 by the end of 1952.

Reasons for the trend toward
leasing include the availability of
capital needed for inventories and
accounts receivable, and the as¬
surance of lower costs with the-
use of up-to-date equipment.
However, in addition to the ad¬

vantages enumerated above, it has
been found that leasing answers
a merchandising need as well.

The sellers of equipment—as
distinguished from users — feel
that by leasing they create a

movement of goods that would not
otherwise take place. "Let us put
this in your shop for 30 to 90
days and you can just try it out
on a rental basis," has become a

slogan—a means of entry into the-
prospect's place of business.
Rental plans for equipment vary

from company to company. Gen¬
erally, they are seven-year agree¬
ments based on a rental which (
will return the cost of the ma¬

chine plus 15%. Usually there is -

an option which will extend the
period of use with a marked re¬

duction in the rental. Some con¬

tracts contain a clause permitting
the purchase of the machine at
the end of any year.
Whether the purchase option

will imeet with tax difficulties in

determining what portion of the
rental can be allocated to expense
—when the lessee has an option
to buy—has not yet been clarified
by the Internal Revenue Service.

Incidentally, the leasing of
equipment is limited to standard
machines that are in general de¬
mand and caai be re-rented
quickly.
In conclusion, since the end of

World War II more than $209
billion has been invested by
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American industry in plant and
equipment. Three-fourths of all
current outlays for equipment are
for replacement of wornout facil¬
ities rather than for expansion of
capacity. The primary reasonTor
this laifge investment is to bring
about lower costs.

Hence, you can readily see that
emphasis must be placed on up-
to-date machinery and labor-sav¬

ing devices if the business entity
is to adequately prepare for the
rugged competition that lies
ahead. :

Continued from page 5

sonable assurance of being able to pass on at' least some of the
increased cost, states this trade authority.

Steelmaking operations this week are scheduled at 67.5%
of rated capacity, off 5 points for the week. About half of this
drop is accounted for by a wildcat strike at a Detroit plant, the
balance is primarily due to a bunching of vacations in July in
steel consuming plants.

Mid-year new car demand is unexpectedly surging upward,
prompting predictions of 11-month high sales for June and a
further decline in dealer inventories, stated "Ward's Automotive
Reports" on Friday of last week. It said the rate of new car sales
in June 1-10 pushed near 20,000 units daily, or 8% over May 1-10
and an 11-month high for an opening 10-day period.

The drive is signaling 530,000 new car sales for this month.
Such volume is above both May's volume of 505,000 units and
June last year of 519,000.

"Ward's" added: Any sales push this month, combined with
the current 6% decline in the daily factory production rate from
May, could prompt the second consecutive month-end decline in
dealer inventories. ; *

Dealers' stocks of new cars on May 31, it noted, dropped 4%
under the April 30 all-time record high, showing their first decline
in six months.

The statistical agency said the early sales reports for June
cancel indications of a faltering market raised by May's stale¬
mate in demand, with dealers at last reaping the summer harvest
of incentive bonus programs and factory-sponsored sales contests.

The statistical agency said that United States automotive
production the past week was estimated at 133,936 cars and trucks,
remaining close to the previous week's level. A year ago 144,610
units left the assembly lines.

Offsetting last week?s decline at Studebaker, which closed its
South (Bend (Ind.) plant, was the return to five-day operations
from tnree earlier at Chrysler Division, plus Saturday operations
at Ford, Mercury and Lincoln.

"Ward's" said, however, that the Wayne, Mich., plant of Lin¬
coln-Mercury will be closed this Thursday and Friday for inven¬
tory, while White Motor Co. is halting its Cleveland truck output
June 25-July 18 for annual vacation and inventory.

Steel Output Scheduled to Drop to 67.0% of
Capacity This Week

Generally, steel executives expect better business in the last-
half than they entertained in the first six months, says "Steel,"
the weekly magazine of metalworking, the current week.

Some predict ingot operations will advance above 80% of
capacity before the year-end. If this proves true, it will represent
a substantial rise considering the ingot rate averaged only about
71% in the first half and at no time got above 75.3% for any one
month of the period.

The basis for improved sentiment in steel circles stems from
the stronger ppsition of the market in the light of liquidated con¬
sumer inventories. These played hob with demand throughout
first half with consumption in most lines exceeding purchases. In
the months ahead, notes "Steel," users can't depend on stocks
to the same extent.

The views for the last half of the year held by steel exec¬
utives find confirmation in metalworking circles generally.
"Steel's" midyear business outlook survey shows metalworking
officials think the turning point in the economic adjustment is
past, that the trend for the second-half of 1954 is upward.
.Sumarizing returns of a questionnaire sent 5,039 metalworking >
executives,-, the consensus for the last-half' is that: production
volume Will rise; .employment will pick up; selling prices will be
stable; manufacturing cost will hold steady; distribution costs will
increase; metalworking customers will increase; capacity will con¬
tinue to, expand rand more new products are planned. Signifi¬
cantly, 48% of those returning the questionnaire see an increase
i in volume in last half as against 24.5% who anticipate a decrease,
'arid 27.5-% expecting no change, reports "Steel."
i Of particular interest among the points developed in "Steel's"
| survey is that 1954 will be metalworking's second: largest year in *
jsales with an estimated $113.5 billion. This is down about 10%
!from 1953/5 $125.3 billion, but is well above that of any prior year.
|l Although the consensus is 1954 volume will be down from
last year, 34.1% of those participating in the survey expect vol¬
ume for the year will be up, 16% anticipate no change, while
49.9% look for a decrease.

The American Iron and Steel Institute announced that the
operating rate of steel companies having 96.1% of the steelmaking
-capacity for the entire industry will be at an average of 67.0% of
| capacity for the week beginning June 28, 1954, equivalent to
1,597,000 tons of ingots and steel for castings, as against 1,720,000
tons and 72.1% (actual) a week ago. 1

The industry's ingot production rate for the weeks in 1954 is
now based on annual capacity of 124,330,410 tons as of Jan. 1, 1954.

For the like week a month ago the rate was 70.2% and pro¬

duction 1,674,000 tons. A year ago the actual weekly production
was placed at 2,069,000 tons or 91.8%. The operating rate is not
comparable because capacity was lower than capacity in 1954. The
percentage figures for last year are based on annual capacity of
117,547,470 tons as of Jan. 1, 1953.

Electric Output Extends Advance of Previous Week
The amount of electric energy distributed by the electric light

and power industry for the week ended Saturday, June 26, 1954,

was estimated at 8,981,000,000 kwh., according to the Edison Elec¬
tric Institute.

The current figure represents an increase of 131,000,000 kwh.
above the preceding week, and an increase of 535,000,000 kwh., or
6.3% over the comparable 1953 week and 1,663,000,000 kwh. over
the like week in 1952. • ■ -

Car Loadings Show Slight Rise in Latest Week
Loadings of revenue freight for the week ended June 19, 1954,

increased 9,625 cars or 1.4% above the preceding week, accord¬
ing to the Association of American Railroads.

Loadings totaled 707,208 cars, a decrease of 105,370 cars or
13.0% below the corresponding ,1953 week, but an increase of
63,239 cars or 9.8% above the corresponding week in 1952, which
was affected by a strike in the steel industry.

v U. S. Auto Output Shows Slightly Higher Trend
In Past Week

The automotive industry for the latest week, ended June 25,
according to "Ward's Automotive Reports," assembled an esti¬
mated 113,832 cars, compared with 113,624 (revised) in the previ¬
ous week. The past week's production total of cars and trucks
amounted to 133,936 units, a moderate rise above last week's out¬
put of 133,891 units, states "Ward's."

Last week, the agency reported there were 20,104 trucks
made in this country, as against 20,267 (revised) in the previous
week and 18,314 in the like 1953 week. '

"Ward's" estimated Canadian plants turned out 5,888 cars and
1,447 trucks last week, against 5,037 cars and 1,133 trucks in the
preceding week and 8,307 cars and 2,471 trucks in the comparable
1953 week.

Business Failures Move Slightly Upward
Commercial and industrial failures rose slightly to 215 in the

week ended June 24 from 207 in the preceding week, according to
Dun & Bradstreet, Inc. Although casualties exceeded the tolls of
195 and 163 for the comparable weeks of 1953 and 1952, they re¬
mained 27% below the pre-war level of 310 in 1939.

All of the week's upturn occurred among failures with lia¬
bilities of $5,000 or more; they climbed to 192 from 170 in the
previous week and 161 a year ago. A decline, on the other hand,
took place among small casualties, those with liabilities under
$5,000, bringing their total down to 23 from 37 last week and 34
in the corresponding week of 1953. Concerns failing with liabili¬
ties of $100,000 or more numbered 15 as compared with 11 a
week ago.

Wholesale Food Price Index Rose 10.8% Above
Like Week a Year Ago

Following a three-week decline, the wholesale food price
index, compiled by Dun & Bradstreet, Inc., turned upward last
week to stand at $7.38 as of June 22. This compared with $7.23
a week earlier, and represented a rise of 10.8% over the $6.57
of a year ago.

Higher in wholesale cost the past week were corn, oats, lard,
coffee, cocOa, eggs, prunes, steers and hogs. Declines occurred
in flour, wheat, rye, bellies, cottonseed oil, rice and lambs.

The index represents the sum total of the price per pound of
31 raw foodstuffs and meats in general use and its chief function
is to show the general trend of food prices at the wholesale level.

Wholesale Commodity Price Index Closed Slightly
Under Level of Preceding Week

The daily wholesale commodity price index, compiled by Dun
& Bradstreet, Inc., held in a narrow range the past week and
finished slightly lower than a week ago. The index closed at
271.71 on June 22, as compared with 271.80 a week earlier, and
with 276.58 on the corresponding date last year.

Grain price movements were mixed for the week. Wheat and
rye were lower while corn and oats finished slightly higher. The
downward trend in the bread cereal was attributed to disappoint¬
ing mill demand and the rapidly expanding harvest under favor¬
able conditions. Rye prices declined largely in sympathy with
wheat. •

Oats displayed independent strength as unseasonally high
temperatures in the Mid-West helped to sustain prices.

Cash corn markets were steady to firmer reflecting fairly
active demand and small country offerings. The hot weather
was considered excellent for the growing corn crop. The volume^
of trading in grain and soybean futures on the Chicago Board of
Trade last Week about:equaled that of "the previous week. Daily
average purchases at 42,800,000 bushels,-compared with 76,300,000
bushels a year ago. . > T. ^1.\ •

Warehouse stocks;of cocoa continued to drop and totalled;
98,605 bags, down from"-100,997 -S-week' ago/and 156,965 bags a
year ago. . :•

Demand for coffee was spotty reflecting hot weather influ¬
ences. Prices moved over a fairly wide range and finished
-slightly lower than a week ago.

The Brazil carryover coffee was unofficially estimated at
2,700,000 bags as of June 30, or about 700,000 bags more than had
been anticipated. • - > " /

Raw and refined sugar prices held steady with rising tem¬
peratures boosting demand for the latter.

Spot cotton prices moved mildly downward the past week.
Depressing influences included uncertainty as to the Government
price support program with respect to the staple combined with
reports of continued favorable weather in the cotton belt and of

. further declines in cotton consumption. Domestic mill buying
appeared to slacken with the approach of the Summer holiday
period. Reported sales in the ten spot markets was down sharply
last week to 31,500 bales, from 55,800 a week earlier, and 57,000
in the like week a year ago. Cotton consumption in the four-
week period ending May 29 was estimated at 646,000 bales, or a
daily average of 32,200 bales. The latter showed a contra-sea¬
sonal decline from 33,600 in April, and compared with 37,400 in
May last year.

Trade Volume Registers Substantial Improvement
In Latest Week

Retail sales in the period ended on Wednesday of last week
improved substantially as compared with the preceding week and
were about equal to the volume of a year ago. 1

Father's Day buying helped!
boost sales, and promotional caira-
paigns, more aggressive than at¬
tempted in years, were launched
in many of the larger cities
throughout the country in an ef¬
fort to improve usually dnK
Summer business.

The total dollar value of retail
trade in the week was estimated

by Dun & Bradstreet, Inc., to be
from 2% below to 2% above the
level of a year ago. Regional es¬
timates varied from the compar¬
able 1953 levels by the following?
-percentages: Pacific. Coast -j-B.'tp-
—2; Southwest —3 to -fl;:New
England, East, and South —1 t©
+3; Midwest 0 to +4 and North¬
west + 1 to +5.
^ Wholesale activity in |:he period
ended on Wednesday of last week
was essentially unchanged from

. the previous week's level and be¬
low thev. volume of 1953. Buyers
generally continued to restrict
their orders to current stock re¬

placements and moderate bookings
for Fall. ,

Department store sales on a

country-wide basis as taken from
the Federal Reserve Board's index
for the week ended June 19, 1954
advanced 4% above the level for
the preceding week. In the pre^
viuos week June 12, 1954, a de¬
crease of 1% was reported: from,
that of the similar week in 1953..
For the four weeks ended June

19, 1954, a decrease of 3% :was
reported. For the period Jan. 1 t©
June 19, 1954 department store
sales registered a decrease of 3%
below the corresponding period of
1953.

Retail trade in New York City
aided by the promotion of the
New York Summer Festival rose
about 10% ahead of the like week
a year ago.

According to the Federal Re¬
serve Board's index department
store sales in New York City for
the weekly period ended June 19,
1954, registered an increase of 3%
above the like period of last year.
In the preceding week, June 32,
1954, a decrease of 3% was re¬
ported from that of the similar
week in 1953, while for the four
weeks ended June 19, 1954, no

change was reported. For the
period Jan. 1 to June 19, 1954, no
change was also registered from
that of the 1953 period.

Three With Security Assoc.
(Special to The Financial Chronicle)

WINTER Park, Fla. — Casper

Gunther, Vernon H. Maurer and
James E. Midkiff have become

connected with Security Associ¬

ates, Inc., 317-139 East New Eng¬
land Avenue. Mr. Midkiff was

previously with A. M. Kidder
& Co. vvl;

With Stephenson Leydecker
- -- (Special to The Financial Chronicle) ~

OAKLAND, Calif. — Willis W.
Hicks has been added to the staff

jof Stephenson, Leydecker & Co.,.
U404 Franklin Street.

■' .« •' "• . . • ■ - "■ ) ii•

Dewar Adds to Staff* j
j (Special to The Financial Chronicle)
SAN DIEGO, Calif.—Francis W.

Benson has been added to the staff
of Dewar & Company, First Na¬
tional Building. '

i

Boettcher Co. Adds
(Special to The Financial Chronicle)

DENVER, Colo. —. Joseph B.
Barron has become connected
with Boettcher and Company, 828
Seventeenth Street, members of
the New York Stock Exchange.

Shaver Adds to Staff
(Special to The Financial Chronicle)

ST. PETERSBURG, Fla.—Wil¬
liam M. Powell has become con¬

nected with Shaver & Co., Florida
Theatre Building.
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With Hooker & Fay
(Special to The Financial Chronicle)

SAN FRANCISCO, Calif.—Asa
V. Wilder has become associated
with Hooker & Fay, 340 Pine
Street, members of the New York
and San Francisco Stock Ex¬

changes. Mr. Wilder for many
years was affiliated with Merrill

Lynch, Pierce, Fenner & Beane.

Joins First Florida
(Special to The Financial Chronicle)

ORLANDO, Fla. — B a r d y L.
Tante has become associated with
First Florida Investors, Inc., 19
South Court Street. Mr. Tante
formerly conducted his own in¬
vestment business from Ft. Gaines,
Ga. under the firm name of Mili¬
tary Investment Service.
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Building the Foundation
Although no news, or hardly any, has been forthcoming in

recent weeks concerning the invesment companies' newly-launched
Public Information Program, this will of course not be taken by
retailers to indicate any lack of Activity.

Edward "Ben" Burr, the director of the $100,000 undertaking,
has been quietly but steadily building a solid foundation for long-
range educational program that will be of real, material benefit
for mutual fund retailers everywhere, as the sponsors of this
project intended it should be. He believes strongly that public
education and public information are the keystones of a suc¬
cessful program, which, helping dealers and salesmen, will do
much to strengthen the distribution system of the mutual fund
business.

; „ ;
He has been consulting continually with the committees of

the National Association of Investment Companies, and gaining
the reactions of dealers and others in order to produce an amal¬
gam of the best that the most, experienced minds can give.

In this apparent conflict between elements of the insurance
business and mutual fund people, it is either the wisdom of the
committee who employed Mr. Burr or the unseen power which
is said to watch over this business, that gave the industry a Pub¬
lic Information Director with the basic assets of a thorough knowl¬
edge and substantial experience in the life insurance field. This,
together with his wide "first name" acquaintanceship among in¬
surance people, 'will mean a saving of time and temper and a

development of the widest possible area of agreement.

Exchange Firm
Takes Over

Dealer Service

Mutual funds, already divided in ppinion among themselves
on the proper way to handle insured investment plans, are faced
with an immediate and critical public relations problem as life
insurance agents, nettled by their trade press stories and aroused

——

by their agent leaders, are de¬
manding through one of their
spokesman, Harry K. Gutmann,
that the funds, "stay-in their own
backyard." ' ;

Mr. Gutmann, in an interview
with "The Chronicle," said he was

going to ask the Prudential Life
In addition to subscribing to Insurance Company of America to

other first-class dealer-sponsored cancel its group creditors' term j
mutual fund retailing services, insurance contract with Axe Se-
dealers now have the chance, for curities Corporation, a distributor
$300 a year brokerage business or which is currently offering
$125 in cash, to add to their grow- through dealers a periodic plan in
ing list in this field Fund Services A x e-H o u g h t o n Stock Fund
of Washington, Inc., which was covered by reducing term insur-
officially absorbed today by Kalb, ance. * •

Voorhis & Co., members of the
Gutmann, Vice-President ofNew York Stock Exchange. Life Underwriters AssociationLeonard Brauman, partner in of New York State and the newly-charge of the firm % dealer serv- elected president-of the 3,000ice department announced

member Life Underwriters Asso-

Securitv^Sa^es* w?H' not be ciation of New York city> said,XSSSrf o roBiilt nf "l W3Ilt t0 See ™Utual funds Stopchanged in any wajras a result of
sen;n2 ijfp jn<iriranrp T want thp 'the absorption. Ferd Nauheim has Sfnce^ J ZZ InhpPn rpfainpH tn pdit thp oublica- insurance companies to stop un-been retained to edrt .the puonca
derwriting these mutual f u h d

The
i

service was

DIVERSIFIED INVESTMENT
FUND reported total net assets
on May 31, 1954 of $42,134,990, a
gain from $33,109,727 of six
months' earlier. Approximately
$5 million of the increase in net
assets was due to cash and securi¬
ties received against 724,657 shares
issued upon the reclassification of
Diversified Common Stock Fund
on March 31.
Net asset value per share during

the six months increased to $7.47
per share from $6.51. On May 31,
28% of the Fund's assets were

invested in bonds and preferred
stocks and 70% in common stocks.

TOTAL INVESTMENT in the
Atomic Development Mutual
Fund, Inc., has just topped two
million dollars, Newton I. St^rs,
Jr., President, announced today.
The Fund has been on the public
market about six months.
The open-end fund, which in¬

vests solely in firms active in the
atomic energy field, reached its
minimum capital requirement of
$100,000 and was offered to the
public last Dec. 14, and has grown
20-fold since that time. The Fund
is now qualified for offering in
44 states and the Territory of
Hawaii.

The Fund's portfolio currently
contains stock in 62 different com¬
panies, including firms mining
uranium, thorium and other key
atomic energy materials; compa¬
nies engaged in processing and
sale of radioactive isotopes for
medical, industrial and agricul¬

tural use; instrument manufac¬
turers and industrial contractors
to the Atomic Energy Commission.

PERSONAL PROGRESS 1

STEPHEN HARTWELL, a veteran
of five years' service with the
U. S. Atomic Energy Commission,
will resign his present position of
Reports Branch Chief today to be¬
come Vice-President of the Atomic
Development Securities Co., dis¬
tributors of the Atomic Develop¬
ment Mutual Fund.
In his new post, Mr. Hartwell

will help to orient investment
dealers across the country in the
field of atomic energy and its
prospective applications. One of
the functions of the AEC branch
which he now heads, was the re¬

cording of information developed
by industrial firms under contract
to the Commission. Consequently,
he has intimate knowledge of
progress being made in this new
field.

Before joining the AEC, Hart-
well was a member of the trust
investment department of Penn¬
sylvania Company for Banking &
Trusts in Philadelphia.

TWO DIRECTORS of the Atomic
Development Mutual Fund, Inc.,
have recently been named to im¬
portant posts.
Frederick H. Warren, formerly

a private engineering consultant
in the atomic energy field, has
joined General Dynamics Corp. as
Assistant to the Executive Vice-
President-atomic energy, with of-

Ferd Nauheim in 1951 in Wash¬
ington, D. C. The Service's kits
carry papier-mache mats of news-
paper advertisements, canned
sales letters, mailing pieces, print¬
ed training matter and the like.
In addition to being retained

founded by PlanS; vAnd 1 want dealers to stop
persuading life insurance agents
to carry mutual fund portfolios
on the side, in abrogation of their
agenc.y contract."
Mr. Gutmann said he was get¬

ting in touch with the National As¬
sociation to see if the insurance

by the Stock Exchange firm, Mr. licenses of these agents could not
Nauheim is paid a retainer by a be withheld. He estimated, i innumber of mutual funds and by New York alone, that 600 life in¬

surance agents are now also sell¬
ing mutual funds.

The association executive felt
strongly that the insurance com¬

panies should not lend the pres¬
tige of their hallowed names to
the untested mutual funds . .

'johnny-come-latelies," he called

other firms in the investment field
for the purpose of creating sales
aids. He has written articles on

advertising and selling and has
spoken at conferences.

. Mr. Brauman announces, "Deal¬
ers may now subscribe to this
wrtl-known monthly service by

xntgbucsa^ th^ugh directed
M. S: S. will continue to be of- lerview- T . .

fered once a month^at a price, on' Mr. Gutmann^and Jack Mann-
a yearly basis, or $25 per monthly mg,ti Managing Director .of the
issue in brokerage- business, or New York City Life Underwriters
somewhat over $10" per monthly Association, are meetihg Friday at
issue in cash. ^ 3 luncheon with representatives of

the National Association of In-
fices in WasihngtonT Mr. Warren vestment Companies, Mr. Gut-
was with the AEC more than five mann described the proposed
years. meeting as "preliminary, to pre-
William A. W. Krebs, Jr., for P.aj;e a„n agenda for a meeting pos-

several years a nfember of the *w0 wee^s later, .

AEC's legal staff and now an as- Mr. Gutmann questioned
sociate professor "of law at the .whether a debtor-creditor rela-
Massachusetts Institute of Tech- tionship in fact existed in the
nology, has been named Executive mutual fund insured investment
Secretary of the New England €>lans, called it, "an afterthought,"Committee on Atomic-Energy. The &nd said, "I can't see legally or
group, appointed recently by the morally why these plans create no
New England Conference of Gov- debt while the investor is alive
ernors, has been ^instructed to and, immediately upon his death,
make a thorough study and report create a liability for his estate,
to the Governors Conference by My principal concern is with the
next Jan. 1 on the prospects for moral issues involved in this
use of atomic energy in the pro- problem."
duction of electricity and for other Mr. Gutmann said he would
purposes in that area. bring pressure to bear on the in-

Heard on the North Side of Wall Street

by Peter K. PopperDublin's "Evening Echo"
A man named Mike Dunne, who's an Irish historian, Englishhumorist, the Columbia University Club's chief barman and Regis¬trar of the Academy—the Club's off-premises "Inner Circle,"—received from a friend a copy of the Dublin "Evening Echo" con¬taining this classified advertisement:

WEXFORD MAN, working in Dublin for Summer, would liketo meet girl, domestic or similar, not under 25, as companion.Usual amusements, non-dancer. Send address or telephonenumber to Box 369.

All we want to know is, whose "usual amusements?"

The Original Shaggy Dog
Dudley Cates, Acting President (in his few spare moments) ofthe Wall Street branch of the Shaggy Dog Society, found thisoriginal shaggy dog the other day.
A medieval knight, lost in a howling snowstorm in the Alps,was rescued by a St. Bernard which dragged him back to the

monastery. The dog barked for admittance. A monk opened thedoor, peered into the blizzard and, seeing the knight, his arm still
around the dog's neck, said, "How can I refuse a knight on a doglike this?

, • ;

■
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surance companies. He disclosed
•that he had already sent a letter
and a copy of his statement to
the sixty-odd insurance compa¬
nies selling life insurance in New
York State, asking for their atti¬
tude on this question. •

He admitted that mutual funds,
With the insured feature, could cut
into the life insurance business
Volume. "If a man wants to gam¬
ble in the stock market, the best
way to do it is with mutual funds.
But they have no right making
hn endowment policy out of mu¬
tual fund periodic plans."

; At the luncheon meeting on FrL
"day, Mr. Gutmann said he would
seek understanding between , the
two industries. "We

. shouldn't
knock each other," he said, "and
the mutual fund dealers should

stop trading people out of life in¬
surance and into their shares."

: Mr. Gutmann, early "in June, in
his presidential.; acceptance ad-?
dress, began his condemnation of
the insured investment plan.
Charging life insurance companies
with "eating their own young" by
lending the dignity and protection
of legal reserve tradition to de¬
posit investment and mutual fund
plans, he went on, "It is a sorry

spectacle for the. agents of these
companies and, in fact, all life
insurance companies to see their
own companies encourage and
lend aid to the most substantial

competitor they have been called
to meet."

He noted then the recent an¬

nouncement by Prudential that
its action in group-insuring the
Axe-Houghton Stock .Fund was

not to "be construed as part of a

Continuing program." He hoped
that other companies would fol¬
low the Prudential's lead.

"It is inconceivable that the

legal reserve cqmpanies in addi¬
tion to competing with their own
sales forces would, at the same'

time, contribute to the negation
of a cardinal principle of the life
insurance contract, namely the
inviolability and absolute secu-:

fity of the level premium life in¬
surance policy. For over a cen¬

tury, the institution of life insur¬
ance has taught its agents and in¬
culcated in the minds of the pub-'
lie the precepts of safety, of free¬
dom from gamble,- and of the;
elimination of the risks of old

age and disability.
. "It is not that we subscribe to'
a static concept of society, nor oh
a socio-economic institutions and'

contracts," Mr. Gutmann contin¬
ued. "Most.assuredly, there is a

place for the mutual fund, even

an insured mutual funcL but let
the mutual fund organizations cre¬
ate their own sources for the in-'
surance. There can be no validity
to the oft-repeated argument that,
'if we don't do it, someone else
will.' Well, let someone else do
it. Let us not enter into competi¬
tion with ourselves."

'

"To seek," he said, "as a pri¬
mary step," on the part of the;
National Association "legislation
making group insurance in con¬
nection with instalment savings
and investment plans, illegal, is to
beg the mere important issue of
the companies' tacit recognition
of their legality, and their further
Willingness to lend succor, sup¬

port and 'face' to plans that com¬
pete with their own salesmen."

. Mr. Gutmann concluded that

the life insurance companies, with
some 200,000 agents in the field,
should carry their present posi¬
tion to its logical conclusion and
themselves offer a "variable in¬

sured mutual fund endowment" as

well as the "variable annuity" for
sale.

The National Association of

Life Underwriters numbers 60,000.

Wisconsin Registration
Registration of the $5,000.(300. Hudson

Fund for distribution in the State of Wis¬
consin was announced here today. The
Fund is the only mutual investment com¬

pany with a specialized trust company as
ite investment adviser.
The registration qualifies offering of •

Hudson Fund shares by Wisconsin security
dealers to investors in that state.

4-h
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See It
as present policies continue they may well be excused for •

the belief that they may sell them at almost anytime
either to the Federal Reserve or to someone else for at
least as.much as they paid for them and probably more.

.Just how much improvement has there really been
in the management of our financial affairs? In what sense
is the Federal Reserve now more "independent" than it
was in earlier days? Was the only defect in the old sys¬
tem of pegging government bond prices attributable to the
fact that the danger at that time was one of inflation? And
now that many of the professional soothsayers have for
some time been more gloomy about the outlook, are we

really justified in going back largely to the old system
of coining Treasury. deficits into money and trying to
abolish interest rates? Possibly this unadorned-way of
putting the questions may not be pleasing, but it seems to
us that the time has come for some plain speech.

; , ; Coming Governments

It used to be said that the older technique of pegging
governments for all practical purposes converted all of the
obligations pf the Federal Government into something that
was as much "money" as, say, time deposits, and hence
was to be roundly condemned. A few commentators in
computing what has of late years become so widely known
as "money supply" formed the habit Of including substan¬
tial blocks of these obligations in this figure about which
so much was being said. There was, of course, a substan¬
tial modicum of truth in this allegation, and certainly the
situation was not one to encourage confidence in the ulti¬
mate soundness of the nation. Yet it seems to us that only
a thin line separates the present situation from the one

prevailing under pegged government bonds. Commercial
banks under the pressure of artificially created reserves
and general lack of demand for the potential funds thus
provided are coining more and more of the debt into de¬
posits (that is, money), and there is every reason to think
that-many are using governments as a "store of value"
in about the same sense that money is supposed to be so

employed.

.It used to be said also that with long-term money

always available to the politicians at 2Vz% (and short-
term funds at corresponding low rates) the fight to restore
and maintain sound and prudent fiscal management-would
always be a losing struggle. It certainly seems to have
been. But we are now back to something not very dif¬
ferent from the old 2V2% level, and the end does not seem
to have been reached. The Reserve system, whether or not
"independent," has hardly been indifferent to the "needs"
of the Treasury. Last year at about this time it reduced
member bank reserve requirements professedly to provide
ample funds "for business loans as well as for accommo¬
dating the Treasury; history has now shown that the chief
result of this'action was enlargement of bank holdings of
governments. • " .-r'

Who is So naive as not to understand that so far as

.any one can at this time foresee, the largest seeker after
additional funds this year will be the Treasury, which,
according to official estimates must som'ewhere find $10
billion in new money before the end of the year—loans
on which it is not willing to pay the rates of interest
which would obviously be necessary were the matter left
to the workings of natural economic forces.

Another objection which was repeatedly raised
against the old system of pegged rates was that if the
Reserve authorities were alwhys obliged to keep the rate
on governments at such a predetermined figure-their
hands would "be so tied that they could not manage to
credit affairs bf the nation in the way most wholesome for
the economic community in general. Of course, this con¬

tention rested upon solid ground.
"w-f Treasury the Beneficiary
;"3t

But does it apply in less degree today? It is obvious
enough that-the Treasury to date is the chief beneficiary
of Federal Reserve policy, whatever may be said in official
quarters, and it seems to us t<0 be clear enough that the
"active easeF (which would have been better called

TfX m

"aggressive_g3se") need not have been half so aggressive
—even accepting the official concepts, which we do not—
had the Tre^iry been in no need of coming into the mar-

ket for large sums. Pan the authorities successfully defend
their policies by merely asserting that the general state
of business demands floods of money just as the Treasury
needs great sums—and that for this reason it is basically
sound policy now to return to that which was so roundly
condemned only a year or a little more ago?

If so, what will be the line of policy when business
again turns up? When such a situation again recurs—as
of course* it will sooner or later—the danger of a "run¬
away inflation" will at once exist by reason not of what
takes plaee then so much as what is now going on. To
guard against that hazard it would seem therefore to be
necessary at that time to undo what is now being done.
How will that be accomplished without unjust injury to
those who have come to the assistance of the Treasury
now (or at least yielded to the pressures now artificially
created) to buy very high priced Treasury obligations?"
There are still large amounts of long-term obligations out-y
standing, which could hardly fail to be deeply affected
by changes in the short-term rate—if that is the way a

readjustment in undertaken.
But in all the circumstances, it may be more pertinent

to ask under just what conditions do the authorities be¬
lieve it would be well to return vigorously to sanity in
banking and finance.

Securities Salesman'sCorner
By JOHN DUTTON

Concentration— Confidence— Tenacity
..... During the past few weeks I
have been on a trip visiting with
old friends that in some cases I
have not seen in many years. As
it often happens under such cir¬
cumstances it is possible to see
the rewards that have come to

some, who many years ago were

just starting their careers, and
today have achieved considerable
success. Quite a few ups and
downs have been the lot of many
of us during the past 25 years in
every field of endeavor; and those
who have been in the investment
business have certainly not been
exempt from their share of trial
and tribulation. For the sake of
the record I think that the experi¬
ences of some of these now suc¬

cessful people, can serve as a

guide to all who are looking ahead
to a career in the securities busi¬
ness as well as those who are still

working along from day to day
and making the best effort possi¬
ble to do a good job.

Without writing a special story
on any one individual I think that
several qualities stand out in the
case of . each one of these old
friends who have made a success

out of . their careers. The first

quality which they all seem to
share in common is their ability
to concentrate on one goal. There
are several among this group that
years ago decided that there were

many individuals that would spec¬
ulate in low-priced common
stocks. They started back in 1934
plugging away in this field. They
never changed their objective.'
They now have built up substan¬
tial fortunes and a name that is
identified with this type of specu¬
lative financial venture. There
are several others'- who saw the
future in municipal securities.
They built up institutional ac¬
counts. They patiently pursued
this one goal. Today they. have
achieved a success that 20 years

ago would 'have seemed like a
dream to them. I know several
others who began building a per¬
sonal clientele of conservative in¬
vestors. Through the ups and the
downs they never deviated from
this course. Their customers to¬

day provide them with an income
that is in the large five figure
bracket and business comes in to
them almost automatically. A
book could be written for each of
these case histories that would be
fascinating reading for those not
only in the investment business,
but in any other field of endeavor.

These men would have made a

success in several other lines of
business, I feel sure, 'but in the
investment business they all had
one thing in common—they were
able to concentrate on a specific
goal.

Knowing these individuals
quite well I can also attest to
their ability to retain confidence
in their abilities and their objec¬
tives. Despite setbacks that came
to all,of them they continued to
plug away." One man that I un¬
derstand is now rated at over a

million in assets, at one time bor¬
rowed the last few dollars he

could rake and scrape together on
his children's endowment insur¬
ance policies when a period of
hard times almost caused him to
close his small office. Yet he
didn't close, and he didn't quit,
and today he's still an optimist
and a worker. Time and again
I've seen men who are now on

top of the ladder who at one time
or another were having a hard
time of it, yet they didn't lose
their grip and they kept on aim¬
ing at their goal. It worked out.
These men all had confidence.

The third characteristic that

they all seemed to share was

tenacity. They worked hardest
when things were going their way.
They worked hard when they were
meeting obstacles. They hung on
when other men might have given
up the ship. They didn't coast and
pat themselves on the back when
a temporary stroke of good luck
came their way. They built a
business success because they con¬
tinued to think positively and
work creatively all the time—not
just part of the time. They are
doing it today.

Concentration — Confidence —

Tenacity — these three character¬
istics stand out when I review the
careers of quite a few men who
didn't have outstanding ability
when they started out 25 years
ago. Today they have experience,
judgment, and they have earned
and learned a lot, but it never
could have been accomplished
without C.C.T. That's the formula
for success in the investment

business, and without it all the
other abilities in the world are

no guarantee that you'll reach the
top. It's a great country when
average men can still make their
way on such a formula—and the
opportunity is still there for every
young man starting out today.
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Continued from jirst page

Background and Purpose
Of Tax Reform Measure

My talk concerns tax reform and
tax revision, and not tax reduc¬
tion. While the two are interre¬

lated, it is well to keep them
apart, for they involve a differ¬
ent group of considerations.
The tax revision bill is a vital

part of the President's tax pro¬

gram and that program, to be
sure, includes a large measure of
tax reduction. In fact, aS the
President pointed out in one of
his recent press conferences, 1954
witnessed the largest total dollar
tax reduction made in any single
year in our history.
The year began with a reduc¬

tion in individual income taxes

and the expiration of the excess

profits tax on Jan. 1, aggregating
$5 billion. The excise tax reduc¬
tion bill passed in the Spring
amounted to an additional $1 bil¬
lion.

The revision of the revenue

code, to which my remarks are

directed, is primarily a reform
measure. It will, however, result
in $1.4 billion of tax reduction in
fiscal year 1955, of which approxi¬
mately $800 million will accrue

to individuals and $600 million to
corporations. This revenue losg^
will be largely offset by extension;
of the 52% corporation income tax
rate provided for by the same

legislation, which will net about
$1.2 billion this year.

The Need for Tax Reform

A striking feature of the pend¬
ing tax legislation is the unanim¬
ity and persistence with which it
has been requested for some time.
The revision of the tax structure
has been consistently urged since
the closing months of World War
II, as thoughtful people in Wash¬
ington and other parts of the
country turned their attention to

postwar problems. Implicit in this
widespread movement was a rec¬

ognition of the importance of
sound taxation for peace-time eco¬
nomic prosperity.
During the postwar years, sev¬

eral Congressional committee re¬

ports dealt with the subject. Tax¬
payer organizations, trade associa¬
tions, professional organizations
and citizens groups have all urged
legislation to bring the tax struc¬
ture into better alignment with
the requirements of a private en¬

terprise economy. Indeed, the
numerous reports on this subject
would fill a good-sized bookself.

. Equally striking is the wide¬
spread agreement in regard to the
areas which require urgent atten¬
tion and what should be done
about them. This explains why
so many of the provisions in the
new code have been publicily
supported by men in all walks of
life, by business, large and small,
by labor and farmers, and by
political groups on both sides of
the aisle.

This general dissatisfaction with
present law results from the way
the tax system has developed. It
has evolved piecemeal, particular¬
ly during the past 20 odd years,
as the administration in office and
the Congress sought to meet year-
to-year revenue problems. There
have been exceptions, such as the
Revenue Act of 1948, but the typi¬
cal process was to add taxes on

top of taxes;
During the four decades since

the imposition of the income tax,
we have had some 30 separate
revenue acts, generally enacted
under the stimulus and pressure
of one national crisis or another.
Now and then important struc¬
tural changes were made, but they
were generally added to the exist¬
ing structure without any attempt
to integrate the related provisions
into a complete unit.
A limited codification of the tax

laws .'was, accomplished in 1939,

1

but this did not include revision
of all of the technical provisions
of then existing law. Moreover,
since that time, as you know, we
have had important revenue legis¬
lation from virtually every ses¬
sion of Congress.
When the pj^essure is for legis¬

lation to provide more revenue,
tax reform generally occupies a

secondary role. The reason is that
reform, especially of the variety
readily accepted, generally results
in revenue reduction.
Some of the inequities in the

present tax system date back to
the early '30s. However; their re¬

straining effects were not so evi¬
dent then because all Federal

taxes in the aggregate represented
a comparatively small part of na¬
tional income.
A faulty provision in the rev¬

enue code may be tolerable to the
country as a whole when the total
Federal tax structure takes less

than 10% of national income, as
it did in the pre-1940 years. It
becomes of major moment, how¬
ever, when Federal tax collections
approach a quarter of national in¬
come, as they do today.
"When as much as a quarter of

national income goes for the sup¬

port of the Federal Government,
the economy becomes sensitive to
faulty taxation. It begins to be
reflected in the stifling of indus¬
trial ingenuity and in a general
reluctance to proceed with ven¬
turesome expansion. In these and
other ways tax considerations be¬
come a major |actor in business¬
men's decisions.

It is significant, too, that the
growing complexity of the tax
laws occurred during a period
when the proportion of our popu¬
lation directly affected by Federal
taxes markedly increased. In 1939,
there were scarcely four million
individual income taxpayers. Since
then, the number has increased 12
fold. Today the number of tax¬
able returns is approaching 50
million. This has meant that dur¬

ing the time when their wider
impact, in terms of numbers of
the population affected, called for
simpler tax laws, they were be¬
coming more complex and more
difficult for the taxpayer to com¬
prehend.
There has been a change also in

the direction of a better general
appreciation of the intimate rela¬

tionship between our tax laws and
economic health. There is evident
an increasingly better comprehen¬
sion of the importance of sound
and fair tax provisions to the ef¬
ficient functioning of private en¬

terprise and its continuing con¬
tribution to dynamic economic
growth.
The experience of the past

quarter century suggests that to
insure steady economic progress,
without inflation and wasteful

public spending, the tax system
must be rid as quickly as possible
of inequities to individuals and of
barriers to enterprise and riisk
taking. The tax system must not
be permitted to inflict serious re¬

straints on future development.
While war and inflation stimu¬

lated the economy, faulty tax pro¬
visions could be tolerated. How¬

ever, none of us wants prosperity
made conditional on war and in¬
flation,. We prefer normal in¬
centives and wholesome progress.
The revehhe revision of 1954 is
designed to contribute to this end.

The Objectives of Tax Revision

In his first State of the Union

Message, President Eisenhower set
as one of the goals of his Admin¬
istration the development of a tax
system which will impose the
"least possible obstacle to the dy¬
namic. growth of the country."

Secretary Humphrey calls this the
creation of "a proper economic
climate in America." This broad

objective seeks to achieve a num¬

ber of separate but interdependent
results.

First, it seeks to make tax bur¬
dens fairer for millions of indi¬
vidual taxpayers by removing in¬
equities and tax complications.
This involves also the removal of

provisions which serve as a trap
for the unwary.
In this category one might in¬

clude better tax treatment for

working children, child care ex¬

penses, doctors' bills, and annui¬
ties. Others are the provisions re¬

lating to the filing of tax returns
and declarations of estimated tax.

Second, the objectives of tax
revision include the reduction of
tax deterrents to enterprise. As
business is permitted and encour¬

aged to grow and expand, it
creates bigger payrolls, more and
better jobs, and larger and more

widely distributed incomes. This
increases the national income and,
incidentally, tax revenues. -

Fairer tax treatment of depre¬
ciation is one of the outstanding
examples in this area. Under
present law, deductions on ac¬
count of depreciation oU* invest¬
ment are usually written off uni¬
formly and often, especially in
the early years, in amounts less
than actual depreciation. This
discourages long-range invest¬
ment on which the risk cannot be

cleanly foreseen, and retards the
replacement of old with new, im¬
proved equipment. It also makes
it more difficult to obtain financ¬

ing.
Pending changes in this area

would permit taxpayers to com¬

pute depreciation under the de-
cling-balance method or any other
consistent method which does not
result in greater depreciation
than would be available under
the declining-balance method. The
maximtfm amount of depreciation
which may be taken in any year
under the declining - balance
method is twice the amount avail¬
able under the straight - line
method. This will permit about
two-thirds of the cost of an asset
to be depreciated in the first half
of its life as compared to half of
the cost under the ordinary
straight-line method. Deprecia¬
tion during the second half of the
life of the asset will be corres-

spondingly smaller so that the
cumulative total of depreciation
taken remains unchanged.
This and related changes can be

instrumental in stimulating build¬
ing, revamping and modernization
of plants and equipment and pro¬
viding incentives for greater pro¬
duction.

Nothing is so vital to national
strength and preparedness for in¬
ternational contingencies as a
modernized industrial plant.
Nothing will insure more jobs
paying higher wages than con¬

tinued modernization.

Here one should include also the
problem of double taxation of

corporate dividends. This item
has had a top billing on almost
every prescription of tax reform
offered in the past several years.
A beginning in the direction of

relieving double taxation of divi¬
dends will stimulate the supply
of investment capital. It will
contribute to the soundness of the
whole economy by making equity
financing — that is, buying of
share of stock instead of bonds in
an enterprise— more attractive.
It will counter the recent trend
toward excessive use of borrowed
money for working - capital and
expansion.

This group /needs no reminding
that an enterprise which is too

heavily in debt is not able to de¬
velop so well or so quickly as it
could if not so burdened; that it is
in _a relatively unfavorable posi- ,

tion when business slackens in

highly competitive times. This is
the connection between the reduc¬
tion- of. double taxation of divi^

dends and economic growth,
steadier employment and a bigger
national income.

A third objective of tax revision
is the closing of tax evasion op¬

portunities. This involves repair¬
ing those provisions in present
law which enable some taxpayers
to avoid their share of the tax

burden by taking advantage of
technicalities.
Included here, for example, is

trafficking in loss corporations,
which enable some taxpayers to
reduce their tax liabilities. Other

examples are the use of collaps¬
ible partnerships and other de¬
vices employing the partnership
form. You are familiar with the

practice of amortizing premium
on bonds with short-term call

dates against ordinary income and
subsequently realizing a profit on
the sale at capital gains rates. The
revenue laws contain a variety of
these kinds of provisions which
permit those in position to exploit
them to use them in a manner

not intended, in order to minimize
their tax obligations.
Finally, there is the objective

of simplification and clarification.
Taxpayers have been pleading for
years that Congress make the tax
law clearer and more definitq.
This will lighten the burden of
compliance and reduce the amount
of paper work. Clarification of
the tax laws and regulations will
go a long way toward reducing
arbitrary interference with busi¬
ness decisions, minimizing areas
of unnecessary dispute and con¬

troversy, and eliminating painful
uncertainties in the final deter¬
mination of tax liability. It will
obviate needless adjustment in in¬
come and deduction items from
one year to another.
The Federal tax system has for

some time been called the tax

practitioners paradise. What is
meant by this is that our laws are
so complex that taxpayers find it
necessary to employ professional
tax counsel. I have no doubt that
tax practitioners can prosper with¬
out this kind of artificial subsidy
provided at the expense of the
taxpaying public.
Some of the objectives I have

just cited entail largely technical
revisions with little loss of rev¬

enue. Others, which unfortunately
include some of those of greatest
importance incentive-wise, in¬
volve revenue losses of varying
amounts. Some of these will of

necessity need to be deferred, for
the existing budgetary situation
imposes severe limitation's on the
additional revenue loss the gov¬
ernment can take at this time.
I think that the people agree

with the President that taxes and

expenditures should come down

together; that we can afford tax
reduction only as rapidly as prog¬
ress in expenditure reduction
makes it possible. However much
the appeal of a particular tax re¬

form, it must take second place
to the overall goal of bringing the
Federal budget under control.

The Process of Tax Revision

Because of the revision of the
revenue code is so essential to the
welfare of the country and com¬

prises a major element in the
President's economic program, the
Administration was determined
to bring to this task the best skills,
talents and knowledge available.
The development of a revenue

code best suited to the interests
of the majority of the people and
to the good of the entire country
has been a lengthy, painstaking
and time-consuming undertaking.
The machinery was set in mo¬

tion in the summer of 1952, when
under authority of a resolution
adopted by the Joint Committee
on Internal Revenue Taxation on

the motion of Chairman Reed, its
staff sent a detailed questionnaire
to those groups and taxpayers in¬
terested in the revision of the tax
laws. Some of you in this room

probably participated in this
survey. ;. ,t ..X ' • ^ 1 ,.

- The response to the questionaire

was immediate and widespread
from all parts of the country.
Thousands of individual taxpay¬
ers, businesses, tax practitioners,
professional groups, and trade
associations responded. Over
15,000 taxpayer suggestions for
improvements were received.
In addition, the staffs of the

Joint Committee and the Treasury
Department received a large num¬

ber of unsolicited letters from in¬
dividuals who described the types
of tax problems confronting them
and suggested changes in the law.
The Joint Committee Staff ana¬

lyzed these replies to the ques¬
tionaire and the correspondence.
Later it prepared and published
for the use of the Joint Commit¬
tee on Internal Revenue Taxation
a report of 150 closely printed
pages, presenting a comprehensive
digest of problems raised by tax¬
payers and remedies they pro¬
posed.
Early in 1953, the Treasury and

the Joint Committee organized
some 50 working groups of gov¬
ernment tax specialists to examine
particular tax problems and pre¬
pare materials which would be
helpful to the Congressional tax
committees in revising the tax
laws. These working groups con¬
sisted of attorneys, accountants,
economists, and tax administra¬
tors from the staffs of the Joint

Committee, the Treasury, and the
Internal Revenue Service. They
examined the problems and sug¬
gestions which had been outlined
by taxpayers.
Each of these working groups

prepared a report on the specific
problem asigned to it, defining
the problem and presenting a di¬
gest of the considerations relevant
to an evaluation of alternative
solutions. These reports were sub¬
mitted to the Chief of Staff of the
Joint Committee on Internal
Revenue Taxation and to the

Treasury officials concerned with
tax policy.
While these studies were going

on, the Committee on Ways and
Means conducted nearly two
months of public hearings on 40
separate tax topics. These hear¬
ings, frequently lasting well into
the night, totaled almost 3,000
printed pages of testimony. Over
600 witnesses were heard repre¬

senting every class and segment
of tax opinion. The views of. these
witnesses were included in the

analyses being prepared by the
staff working groups.

• In addition, at the direction of
the Chairman of the Ways and
Means Committee, advisory
groups composed of outside ex¬

perts were organized to look into
the more technical tax areas.

Leading tax experts throughout
the country volunteered to par¬

ticipate in this effort. Such tech¬
nical areas as those relating to
taxation of estates and trusts, in¬
come from foreign sources, de¬
preciation, double taxation of
dividends, pension trusts and
profit-sharing plans, and corpora¬
tion reorganizations were ex¬
amined in this manner. To insure
a balanced and objective ap¬

proach, it was regarded as ex¬

tremely desirous to obtain the
views of persons who meet prob¬
lems of this sort in the normal
course of business and who are

likely to be more immediately and
directly affected by new provi¬
sions in these areas. These groups
served in an advisory capacity. .

Moreover, the committees of
Congress had the assistance of
studies undertaken by more than
25 national organizations, such as
the American Bar Association,
the American. Institute of Ac¬

countants, and the bar associations
of individuals States. These ma¬

terials were' analyzed, and pro¬
cessed by the staffs of the Joint.
Committee, the Treasury Depart¬
ment and the-fnternal Revenue
Service. By the .time the bill
passed the House, these techni-:
cians had spent'OVer 300,000 *
hours at the task. .

Next followed \ the executive
sessions of ; the t Committee or^
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Public Utility Securities
By OWEN ELY

Ways and Means. At these ses- under seven subtitles designated new code than the old could ever
sions, Treasury officials and the by capital letters. The first five have hoped to accumulate.
Chief of the Staff of the Joint relate to respective tax categories.
Committee outlined the basic Subtitle A covers the income Conclusion
policy issues and alternative taxes; Subtitle B, estate and gift Iwould not want to leave with
remedies with respect to the dif- taxes; Subtitle C, employment you a false sense of optimism
ferent problems, on the basis of taxes; Subtitle D, miscellaneous with regard to the achievements
the reports of the staff groups excise taxes; and Subtitle E, al- of the 1954 codification. It will Pnm»f P™ o i • i . p .
which took into account the sug- cohol, tobacco and certain other not solve everybody's tax prob- ugei oouna rower Ot Light Lompany
gestions obtained through the excise taxes. These are followed lems. No quick nor yasy solutions puget Sound Power & Light eral ground fnrmph «,hv,
questionaires, letters from tax- by Subtitle F, which brings to- are available to everybody's prob- appears to have the traditional what similar objectives Another
payers, committee hearings, and gether all procedural and admin- lems; and if they were available feline "nine lives" It has sur- ermm nf flv*SZ !!.
reports 'of advisory groups. istrative provisions hitherto scat- they probably could not be put vived reorganization, attempts of duced to four W the ierTer S
The specific policies included in tered throughout the code. The into effect immediately, if only PUDs to dismember it, a fight Pacific Power & Light and Mmm^

the bill and the language used to final and by far the shortest sub- because of budgetary limitations, with the City of Seattle, a pro- tain States Power) has formed tto*
implement them were, of course, title, designated G, describes the It is well to recognize also that posed unit sale to the PUDs, and Pacific Northwest Power On t«
determined by the Committee on organization, membership, powers no tax bill, however well-con- (thus far) the proposed merger plan the development of certain
Ways and Means itself, which and duties of the Joint Committee ceived and well-drafted, would with Washington Water Power large hvdro sites The PaHfie
painstakingly devoted virtually on Internal Revenue Taxation. please everyone. Our economy is The fight over the merger seems Northwest Governors' pLer Pol-
every working day during a peri- The several subtitles are or- ta? diverse and the inter-relation- temporarily stalled in the Massa- icy Committee has also prepared
pd of eight weeks to this task. ga„ized according to a uniform shrps c>£ economicmteres oo m- ehusetts courts. v a tebuTaTion of potential powS
This, as you know, is only part pattern. They begin with the tax- "lcate to peimiu a.satisfactory President Frank McLaughIin projects, several of which have

of the story. The process is now imposing sections and those set- reroiution or every raxpayer s now seems tQ have started a new been proposed- as partnership ar-

being continued on the Senate ting the tax rates. These are fol- P^oDiem .witnout Dogging aown cycle in the company>s history, rangements between the Federal
side of the Capitol. lowed by other provisions of gen- >"'0 a mire of hopeless statutory He has teamed up wUh hjs former Government and local utilities.
The Finance Committee devoted ®ra' applicability to all taxpayers. o v ' v :mnortant sections enem'es- 'he PUDs and the mu- The function of the Federal Gov-

tnost of April to public hearings The concluding sections of each »me ver;y tmporiant sections nicipalities to initiate a brQad ernment will doubtless be to han-
on the subject. It received almost subtitle pertain to the provisions Present law nvoiv ng ire long.term program for deVeloping die the non-power aspects of a
2,500 printed pages of testimony, of more limited applicability and Querniy^ criucizea provisions, are new hydrQ power t(J hel meet given pr0ject—irrigation, naviga-;
The material presented to the thoae relatlng to specialized sit- oeing carnea over largely un recurri er shortag j th tion and fiood control—shoulder-

Financ^Cc^mittee was analyzed —* Subchapters btoSTrf ZtlfTheexctse pro'-« ***!Utili- ing such part of the cost burden
by staffs of the Joint Committee sePara\f income tax subchapters ** ties Council had been formed by as would be allocated to these
and the Treasury. on.such topics as accounting re- More'ver SOme income tax the comPany, the lighting depart- phases of the project. It is under-
The Finance Committee spent , exempt organiza ions, ^^0°^er' hich wou d h^e beln ^ents of the Cities of Seattle and stood, however, that the Council

most of themonthTMavand banking institutions, natural re- Phaneed undL The House bM Tacoma- and the Public Utility is ready to go ahead on its own
cart of this month to examining sources, insurance companies, cap- ™anged under^ the _House biU Districts of Snohomish and Chelan, even if Federal aid is not forth-part oi tnis montn in examining ltaj gains and losses and inter- restorea to ineir oia iorm Th f- ut|iities making un thp coming * ' - '
the House bill in the light of the vear adiustments in the Senate. The time avail4e a"1"1^s maKmg up the c
testimony it has received. The T c . . . ' ' , . , , , ... able was too short for working . ,, about three-fifths The plentiful water supply m
staffs kept pace by assembling in- *n Subtitle F, which deals with QU£ some 0f j-he problems which , ® ^ J s and ^ave the Northwest this year has .in¬
formation for the use of the Com- *ax Procedure and administration, deveioped while the bill was be- °*- mdkon kw. proved the earnings of the utilities
mittee on the contested provisions organization follows the ordi- fore pinance Committee. tt has been estimated that the in the area. Puget Sound P. & L.
of the bill and by drafting statu- **ary sequence in taxpayer proce- ^ number of areas have been economic growth of the Puget f°r the 12 months ended May 31
tory language to give effect to the dures. Moreover, the materials regerved for further study before Sound-Cascade area will require earned $1.89, a gain of 22% over
policy decisions of the Committee, pertaining to the corresponding recommendations for change are the development of some 1.6 mil- the $1.56 in the previous period.
The Senate version of this legis- • 1 taxes are brought submitted to the Congress. In his kon kw. of additional electric This was accomplished despite a

lation cbffere to some important together into one chapter when- Budget Message, the President power over the next decade, which slight decline in revenues, which,aUIerS m S important ever thls was practlcable. The specjfically plaCed in this cate- may cost over one-half billion however, is explained by the in-
es for

g0ry faxaffon 0f capital gains dollars to c
place an(j josseSj taxation of oil and terior Dei
' c0 mining industries, the tax treat- concept of
s ari ment of cooperatives and tax-ex- sources, tl
m

^ empt organizations, and provi- been shifte
ons of

si0ns relating to retirement in- levels. Th
eaimtjiii ui me uaiuicxi . , , eactl come to people not covered by statement

resources industries consolidated compnse sepa e chapters. pension plans. These important plans "can be dovetailed into any President McLaughlin decided
returns heads of households, child Each subtitle is subdivided into subjects are necessarily reserved broader resource development earlier this year to initiate a load-
care and the introduction in the numbered chapters and these in for future legislation. programs which may be under- building campaign ("Operation
Finance Committee bill of an elec- turn into subchapters. There are i conclude with a few words taken by other agencies, and it is Jet"). Former sales personnel
tion which would permit certain 92 chapters. As in the 1939 code, recently written about this legis- not proposed to assume the func- who had been engaged in operat-
restricted classes of corporations the section numbers run consecu- lation by Secretary Humphrey: tions of any other entity or exist- ing and accounting positions took
to be taxed as partnerships and tively through the volume from "fn my opinion, our tax system ing inter-related group such as to the field March 1 to help meet
certain partners and individual Section 1 through Section 8023, js a key to whether or not this the Northwest Power Pool. These the goal of an: 11% increase in
proprietors to- be taxed as cor- with a generous quantity of sec- country stays strong and growing, utilities agree that the first step gross kwh. consumption. The usual
porations. It will devolve on the tion numbers having been re- This program will breathe into is the providing of competent, in- pfkes were provided to spark the
conferees of the two Houses to served throughout the book for American industry a new incen- dependent engineering assistance program, plus sales "roundups,'*
reconcile these differences. future legislation. five that will create more and for the making of load growth and broadcasts to the local papers, etc.
I have related at this length the ' To facilitate comparison be- better jobs, more and better prod- other studies—surveys as to po- Two-day refresher schools were

nrincinal stens in the progress of tween the 1939 and 1954 code, two ucts, and above all, will bring our tential sites and the assembling held for farm, commercial and
this legislation to convey to you cross-reference tables are ap- money affairs to a level of sanity." of other pertinent data essential industrial consultants, and sales

respects from the bill as passed ev • • w : V specifically placed in this cate- may c<
ifthe House The more significant ^ovlsl+ons Pftammg to dates for • £ th tax^tion of capitai gains dollars to develop. Under the In- elusion in 1953 of temporary sur-
differences are in^ th! provisions ?hng tax r?turns' tlme and place |ncf j taxation of oil and terior Department partnership charge billings (to reimburse for
relating to pension profit-sharing f°>- paying taxes, assessment, col- mini industries, the tax treat- concept of developing hydro re- the 1952 drought) plus power sales
and stock bonus ' plans income le?tl0"' .abatements, credits and { =f c00 atives and tax-ex- sources, the emphasis has now to the City of Seattle. On a com-
frorn foreign sources corporate refunds interest on overpayments t organizations, and provi- been shifted from Federal to local Parable basis, revenues for the
reTgan°za ions and distributions, an.d underpayments, definitions of ^ relatin to retirement in- levels. The Council has issued a fust five months this year were
the tax treatment of the natura cnmes. and othfr cf£e"ses. each come to people not covered by statement that they believe their 11% over last year,ine tax treaimeni oi tne iidtuid compnse separate chapters. *UJC Ttmcn Mmnnrtont plans "can hn dnvptaHpH info Proeidonf MnT.on,

some sense of the magnitude of pended to the statute. One is
the effort which has gone into the keyed to the section numbers in
task, giving it the benefit of the the 1939 code; the other to the
best thinking and the differing section numbers in the 1954 code,
shades of opinion in the country. In addition, each section carries

in its margin cross references to
Structure and Organization of the the corresponding sections in the

New Code 1939 code.

S. D. Fuller Group
Offers Amuranium Stk.
S. D. Fuller & Co. headed a

to determinations as to the scope, crews received detailed prospect
nature and sequence of the proj- lists. The campaign will continue
ects to be developed and the con- throughout the year, and initial re-
tractural relationships needed to suits are reported to be favorable,
be established to effectuate the ,"/• 4
objectives sought." A $40,000 fund
has been raised for this survey.

When the first project is agreed
Nortex Oil & Gas Co.
Common Stock OfferedWhile one is reluctant to de- incidentally, these cross-refer- will do^ll'lh^finS and con!

fbfco^ivressionar^Drocessing is ttnfl"whtoh yesterday <June 30> o£f?re,d ?f'- struction, but the othe/four utiJi- .
eomn^tert and the President has dLT,, .eottlrL nrmdrie^ !n 500 shares of common stock (five ties will guarantee to buy a cer- York City, is offering 99,966

S clntttnrf thk nnP wldely. scatte^ed Provisions m cents par value) pf Amuranium tain amount 0f the power output, shares of common stock of Nortexappended his signature, this one present law have been brought corp., at $1 per share. thus making the proieci economi- Oil & Gas Corp. at $3 per share

cermit^t'least a^brie? dTscr^tion P™™ds from the sale of the caUyTeaslbfe " J ^ "as a speculatio'n." !permit at least a^onei aescr p cases, one new section replaces 30 trrii] iicprf to renav exist- o x » T , . _r T_ The Nortex company was or—

in ttakePhyS1C " y ^ separate, widely scattered ^Uelo^s To purchased drill a^ toUows "I ganized for the Pu^oae of P™"
\ l t ■ u ..V, W„ -1 Pr°x:f°f emuf, 'ng equipment, to finance further am keenlv interested in your oro- ducing and selling crude o11' andI hold in my hand the bill as it ing illustration "Section 6601(a), exBplo^ation and pr0specting and jS'"1f JUfJifethit exPloring and developing its own
emerged from the House and was which prescribes the general rule fQr general corporate purposes. guch active and re(?Donsfble inter^ and other Pr°Perties- The P^inci-
introduced in the Senate. It is a pertaining to interest on under- m + active and responsible inter pal ojp£jce 0£ ^ Cornoration is in
7% by 11-inch document of al- payment, nonpayment, or exten- The company was incorporated est on the part of the local utili- Qa£iag Texasi /2 oy mcu uutui iwii u d

^ 'time^ payn;ent of tax. earlier ^1S year to engage in ex- ties can be of the greatest value to ; ™ \

J. R. Williston & Co. of New

Tha^heeri withthe amount of tered through almost 40 sections on approximately 2,200 acres in neers and the Department oI have been, with the amount ot nresent code * * the Moab-Lisbon Valley area of Interior, has played and will con- qnifant
time and effort that must have * , . the Colorado Plateau, one of the tinue to play .a very active part TT ... „ ,,

gone into putting it mto a form most active uranium prospecting jn the Northwest but it cannot Upon completion of the present
which will make it as useabl^and with the 1939 code and conversant areag in the y g nor ghould it aggume the entire financing, there will be 166,633
understandable as the complex!- with the particular provisions of capitalization, after giving ef- burden of supplying the power shares outstanding with no debjt
ties of present-day economic life most direct concern in their prac- fect to the issuance of the common needs. Your positive action is the or preferred stock
Permit. - tice will doubtless feel some nos- st0ck, will > consist of 1,118,000 very best for the good of the pretened st0CK'

The guiding principle in this talgia for the old and familiar shares of common stock and 100,- Northwejjt and you inay rest as-
phase of the undertaking has been volume. I am afraid that there 000 warrants,
to bring together all provisions of jugt ign>t any escape for all of us a

^ having to relearn section numbers. A. M. {Crensky Adds
I am confident, nonetheless, that (special to the financial chronicle)

CHICAGO, 111.—Irving Levey McLoughlin's move''also seemed have joined the staff of Howard,
you can find the related provi- ja£ed provisions accumulated un- has become connected with Arthur £0 strike a popular note with the Weil, Labouisse, Friedrichs and.
|i0si4plethtoWeeo^contontreand der a single chaPter in a Iogica"y Trade'B^ifdjng^emberfo^the state press, as indicated by a num- Company, 222 Carondelet Street,
without using an elaborate index, organized volume will quickly New York and Midwest Stock ber of favorable editorials. members of the New Orleans
The entire code is organized win more loyal friends for the Exchanges. , The Council is only one of sey- Stock Exchange. ^

and related topics. Where this was
not possible, cross references were
provided generously. As a result, the conveniences of having the re-

sured thk if there is any way Two With Howard, Weil
that my office or any of the agen- (special to the financial chronicle)
cies for which I am responsible NEW ORLEANS, La.—F. Hunter
can cooperate with or assist you,
we will be delighted to do so." Collins, Jr. and Forres M. Collins

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



38 (38) The CommerciaKund Financial Chronicle ... Thursday, July 1, 1954

Continued from page 11

Advertising's Role in Creating
Capital for Industry

Rob!. Whiftaker With

Reynolds in Chicago
CHICAGO, 111.—Robert B. Whit-

an annual premium of $100 paid
in over a period of 30 years
would have brought as a guar¬
anteed life annuity for a man age
65. Then for the same periods they
compared what would have hap®
pened if half of the $100 payment
had been put into diversified
common stocks, rather than into
insurance. In every 10-year period
since 1880, the teachers would
have made out distinctly better by
using the half-and-half program
instead of just putting their money
into straight insurance. They
would have got anywhere from
20% to 50% more annual income
for 20 years after retirement if
half their payments had been put
into common stocks. That's why
the Association now offers just
such a program to college teachers
through its college retirement
equitie^Yund. The moral is ob¬
vious: Investing in common stocks
can be a valuable adjunct to in¬
surance in planning any retire¬
ment program.
Here then is the problem the

securities business is up against: It
must—for its own sake, and for
the sake of our business system—
sell securities to a market which
in terms of individuals is many
times larger than it was only two
decades ago, and is financially
illiterate.
How are you going to do that

job?

Importance of Advertising
There is only one possible

answer: Advertising.
To attempt to do the job by

personal contact in the old tradi¬
tion of the brokerage business or
even by the distribution of cir¬
culars and pamphlets would be
like attempting to dig the Panama
Canal with a pick and shovel
gang.

Will advertising work? The
answer is an unqualified yes. It
has worked. It is working. And
works for one big reason: The
people want to know.

They want to know about se¬

curities—what they are, how you
buy them, what you do with them.
Here then is a made-to-order

situation for advertising. But not
for the kind of advertising that
the securities business has used in
times past. The chaste and digni¬
fied card announcing that John
Jones, broker, maintains offices
on Main Street represents only
wasted money, as far as the aver¬

age new prospect is concerned. So
do the so-called trading ads with
their meaningless Wall Street
lingo, "Bought.... Sold ... Quoted"
or "We offer subject to prior sale.
. . ." The same thing applies to
new issue ads with that once for¬
bidding legend which now only
provokes a smile or two—"This
announcement is neither an offer
to sell nor a solicitation of any
offer to buy securities. The offer¬
ing is made omly by the Pros¬
pectus." w
No, that kind of advertising

elicits no public interest, con¬
tributes nothing to the mass edu¬
cational job which we must do.
Our conviction that the public

really does want to know about
securities rests on specific evi¬
dence—not just on a general as¬

sumption that advertising pays,
that it has brought us many new
accounts, that it has helped us
build our busmess. Those as

sumptions are all valid and sus¬

ceptible of proof, but the specific
evidence I'm talking about is far
more convincing.

A Classic Illustration
I should like to tell you the

story of one advertisement.
It is now almost six years since

that advertisment was published
as a full page insertion in the New

York "Times." Perhaps some of
you saw it—a full page adver¬
tisement entitled "What Every¬
body Ought to Knc^v . . . About
This Stock and Bond Business."
A solid page of text—6,000 words
in small type—undertaking to
answer as simply as possible some
of the basic questions people ask
about securities: -1 W h a t Are

Stocks? What Are Bonds? How

Big Are Dividends? What Are
Stocks Worth? What's a Broker

Do? What's the Stock Exchange?
What Are Unlisted Securities?
How Do You Buy and Sell Secu¬
rities?

I can assure you that all of us
at Merrill Lynch had consider¬
able misgivings about what to do
with this enfant terrible after it
was conceived. Was it worth

spending $5,000 on— for that's
what a full page ad in the New
York "Times" costs a broker.
Would anyone spend half an

hour wading through all that
copy?
In the thought that we might

get a clue to that answer by pro¬
voking some mail response, we

finally decided to conclude the
advertisement with one line in
modest type offering reprints of
the advertisement to anyone who
might want them.
And so on Oct 19, 1948, the ad¬

vertisement ran on the back page
of the "Times."
It would be difficult to tell you

just what happened then. But
here are a few highlights.
In the next two or three weeks

we received over 5,000 letters and
postal cards. Some came from
company presidents, asking for
copies for their directors. And
some came from bankers asking
for copies to distribute to their
customers. Other quantity requests
—for 100, 500, 1,000—came from
schools and colleges. But the great
bulk of the requests came from
just plain people "who wanted a

copy for themselves—a few copies
for some friends.
I wish you could have read

some of those letters. Hundreds
and hundreds of them contained
comments like these:

"I've waited 30 years for some¬

body to tell me this . . ."

"Thanks for this public serv¬
ice."

"I majored in economics in col¬
lege but I never really understood
what the securities business was

all about tjll now."
"I have $5,000. What should I

do with it?"

"I have read this aloud to my
whole family . . ."
"I own some stocks, but frankly

I didn't know what I owned tiil
now."

And most poignant of all—
"I have put this away for

children. I don't expect it will
happen again in their lifetime."
If you will indulge one more

account of a reaction to this ad—
this one a very personal one—I
should like to tell you that I sent
a proof of the advertisement in
lieu of a letter to my mother in
downstate Illinois, where I
learned years ago in Sunday
School or somewhere to associate
stocks and bonds only with race

horses, pool roopis, and other pur-
suits of questionable morality.
Her response was as direct as it
was meaningful. She wrote back:
"Dear Son: Thank you for send¬
ing me the ad. It made the busi¬
ness sound both ethical and sens¬
ible."

Because of the continuing dis¬
pute over long copy vs. short
copy, one advertising agency in
New York was so interested in
knowing whether people would
read a long and weighty ad like

that that they sent their own re- tributed our little: booklet, "Put-
searchers out on the street the ting Your Money to Work"
next day to check on the ad's through their Information Rack
readership and recollection value. Services. And in dozens and doz-
Let me explain that this agency ens of plants we have been invited

was not Albert- Frank-Guenther, to show our 20-minute narrative , . , ,

Law, which has done such an out- film "Fair Exchange"—a film that ™ker kas ^)e^)me. associated withstanding job on our account since has been shown over 100 times on fJonc Vi?Y lno iflr«-Y ^ag°the firm began but the old firm television as a public service and 0ltlce> ^ South La Salle Street, as
of Newell-Emmett, now Cunning- before 15,000 clubs, trade associa- resident
ham & Walsh, which had no con- tions, and other !groups with an ■HEHfpMHI n •'nection with our business. attendance. of abpuit three-quar^ White, resi-The agency's researchers asked ters of a million.;' :.. ■' IWfL'-/ dent parJnei?»"Did you read yesterday's New -; As a result of; the interest in •'n

wviif:York 'Times'? Do you remember securities generated at the plant . r:*.' ^ ~any advertisement in it? What level, many managements have al- . wRffiTwS&fmm .J®was it about? Whose advertise- ready consulted with us about the /J;® ^ onment was it?" They then showed possibility of offering-their em- ;
v f •a copy of our ad to anyone;_pl$yees^participation in our:

.. Boston' with
F. S;." Moseley
& Co., later
becoming a
partner of the
firm. Later
he joined Lee
Higginson

said he remembered it Investment ..Plan on a
to see exactly how voluntary payroll",deduction plain ¬
text he had read. •: .vttf/f;*..rJ}Such an operation presents many
Newell-Emmett, which had run" complicated problems but we •

similar checks on hundreds and think we have ironed most of -

hundreds of other advertisements, them out and theYirst such plan ,
B whittaUer

was good enough to send me a will soon go intd effect at one 1
6

copy of the ultimate report pre- large Pittsburgh ^steel company. Corporation, Chicago, where hepared by its Research Department. Nothing is more, gratifying to was a Vice-President and director.Here I quote: us than this interest that large He has been active in the Invesf-
"The ad was seen by half the corporations have demonstrated ment Bankers Association and the

New York 'Times' audience. Very in educating their employees Bond Club of Chicago. Reynolds &
few advertisements, even those about securities. / Not because it Co. are members of the principal
with appealing, human interest means new customers to us—let stock and commodity exchanges
illustrations, equal this record, me assure you tbaf! we're not go- and operate 33 offices nationwide.
But more important, 20% read ing to get rich off -many of these * ~ "
more than half of the full page small accounts -^bbt because we
text and 37% read enough of the are firmly committed to the idea Continued from page 2text to remember, on the day fol- that a broader base of stock own-

lowing publication, that it was a ership in this country means a
Merrill Lynch ad. This is at least healthier America,.; a healthier
three or four times the normal capitalism, a healthier business—
reading of an advertising mes- one better able to resist the chal¬

lenge of communism. Corporate
management hasTvcqme incipeas-'
ingly to share this same convie- and as to type. The company now
tion, and in closing I should like provides complete service, includ-
to predict that the time is not ing financing, design and con-
far off when mar^ya national ad- struction. The major projects
vertiser will use at least some of have included air bases, pipelines,
his advertising dollars to tell freight terminals, dams and
America why it is not only good bridges, paper, steel and chemical
to buy his product but good to plants, docks, water systems and
buy stock in the, company that hospitals. There is $100 million

and "the" results ha\Te been"as"sat- makes the products-good, in short, backlog of contracts ahead on

isf.ying as they were on original huY a share ii>; A,merica. the books.

sage.

On the strength of the results
in the New York "Times" we have
since used the ad in 150 news¬

papers and as a three-page ad¬
vertisement in May, 1950, in
"Time" magazine.

The NYSE Instalment Plan

In many of these papers we
have published it a second time,

The Security
I Like Best

publication. All told, the ad has
appeared seven times in New
York City newspapers, but when
we published it last month in the

"World-Telegram & Sun," it actu-

. „ : =sawr During 1953 the company fur-
With First falifnrnia ther diversified its business byWilli rirst^anrornia the acquisition of a controlling(Special to the pin^cial Chronicle) interest in the Newport ' Steel

COVINA, Calif.V—Barry W. Corporation and the purchase of
ally produced about 10%'. \ more.'Renfro has beeome associated Milton Electric Steel Corporation
responses than it did when pub- with First Califofia Company, In- and Fitz Simons & Connell
lished there the first time four corporated. Mr. Ttenfro has been Dredge and Dock Company.
years ago. This may be due in associated with "William H. Jones While some corporations appearpart however to the fact that we. & Co. as Covina representative to be operating largely for thehave included in the advertise- for some time,
ment as it is used nowadays a
large box explaining the Monthly
Investment Plan or how to be¬
come an investor on $40 a month.
This new pay-as-you-go plan for

With E. Mutton Co.
(Special to The F&a'ncial Chronicle)

benefit of management it is re¬

freshing to know that the prin¬
cipal officers of Merritt-Chapman
& Scott recently submitted'to the
board of directors a resolution to

LOS ANGELfE$j: Calif.—Harry the effect that their salariesbuying stocks, pioneered by the G. Dee and Wfliiam C. Robbins, should bear a direct relationship
to the maintenance of regular
dividends paid to stockholders, so
that should there be any reduc¬
tion in the regular cash dividend,
officers' salaries would be re¬

duced in the fiscal, year follow¬
ing, with this lower rate of corn-

New York Stock Exchange, is one Jr. have become affiliated with
of the most forward looking mer- E. F. Hutton Company, 623
chandising developments in Wall South Spring Street.Street's history, and I am happy If ;to tell you that it is developing

With Investors Realty
(Special to The Financial Chronicle)

nicely, although it certainly has
not commanded the advertising
support from the securities indus- LOS ANGELES, Calif.—Gordon pensation continuing until thetry at large to which it is entitled. Koth and Harry F. Strelow regular rate has been resumed.One byproduct of the first pub- are now with i/Investors Realty The management is young andlication of that full-page ad is Fund, Inc. Mr. Koth was for- aggressive, and its unusual growthworthy of note because it led us merly with Standard Investment record inspires confidence in its

Coburn & Middlebrook

indirectly into a new and fruitful Co. of California,
field of industrial and public re-
lations. "Everybody's Digest"
asked if they could use the ad as

an article in their magazine—a (special to the financial chronicle)
sort of "man bites dog" twist. WORCESTER; Mass. — FrancisNaturally we said yes. ^ Beauregard: has become af-.
We then took the liberty of filated with Cqburn & Middle-

calling this "Everybody's Digest" brook, Incorporated, 287 Parkpiece to the attention of 300 com- Avenue. "*
pany presidents and we " were

future, especially for the investor
who has sufficient backlog of
fixed income securities . to mini¬
mize the inherent risks of a mod¬
est investment in the quite specu¬
lative construction business. -

Joins Paine, Webber in L.A.
(Special to The Financial Chronicle)

LOS ANGELES, Calif.—Howard
T. Booth is now with Paine, Web¬
ber, Jackson & Curtis in the Los

Angeles office, 626 South Spring
KANSAS CITY, Mo. — Charles Street. Mr.^ Booth was formerly- - ~ -• «.

r cparlp<. Tr wa„ hppn alWpH tn with the firm in Minneapolis,house organs or prepared special oearie?> *ir. *as .Deen aaaea xu where he had-been in the invest-articles of their own. General the staff of Harris, Upham & Co., ment business for many years. -Motors, for instance, bought 100, 912 Baltimore Avenue. ' '
000 reprints and Chrysler used

.

gratified that more than 10% of
them, realizing that the informa¬
tion would be of interest to their

employees, asked for reprints of
the article or published it in their

Harris, Upham Adds
(Special to The Financial Chronicle)

it as the lead article in its em¬

ployee publication."
That was the beginning of a

program that hqs since grown by

Joins A. G. Edwards Sons
Westheimer Adds

(Special to The Financial Chronicle)

CINCINNATI, Ohio—Stanley J.(Special to The Financial Chronicle)

ST. LOUIS, CpO.—Richard S. Hyland has been added to theleaps and bounds. Today, articles Klamon is novjPwith A. G. Ed- staff ofWestheimer and Company,of the virtues of common stock in- , „ ~ C- ,,, ooc ,ir , . , , 'vestment have appeared in more wards & Sons» North Eighth 326 Walnut Street,- members of
than 300 company house organs. Street, membersTftf the New York the New York and Cincinnati
Many other companies have dis- and Midwest Stock Exchanges. Stock Exchanges.
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Indications of Current

Business Activity

The following statistical tabulations cover production and other figures for the
latest week or month available. Dates shown in first column are either for the

week or month ended on that date, or, in cases of quotations, are as of that date:

AMERICAN IRON AND STEEL INSTITUTE:
Indicated steel operations (percent of capacity).
Equivalent to—

Steel ingots and castings (net tons).

.July 4

—July 4

Latest
Week

§67.0

§1,597,000

Previous

Week
*72.1

*1,720,000

Month

Ago
70.2

1,674,000

Year

Ago
91.8

2,069,000

AMERICAN PETROLEUM INSTITUTE:
Crude oil and condensate output—daily average (bbls. of
42 gallons each) June 18

Crude runs to stills—daily average (bbls.)— June 18
Gasoline output (bbls.) June 18
Kerosene output (bbls.)— June 18
Distillate fuel oil output (bbls.)
Residual fuel oil output (bbls.)

June 18

June 24

June 24

June 18

Stocks at refineries, bulk terminals, in transit, in pipe lines—
Finished and unfinished gasoline (bbls.) at June 18
Kerosene (bbls.) at June 18
Distillate fuel oil (bbls.) at June 18

*

Residual fuel oil (bbls.) at June 18

ASSOCIATION OF AMERICAN RAILROADS:

.. Revenue freight loaded (number of cars) June 19
Revenue freight received from connections (no. of cars)—June 19

CIVIL ENGINEERING CONSTRUCTION — ENGINEERING
NEWS-RECORD:

Total U. S. construction
Private construction

Public construction June 24
State and municipal --June 24
Federal June 24

COAL OUTPUT (U. S. BUREAU OF MINES):
Bituminous coal and lignite (tons)
Pennsylvania anthracite (tons)

DEPARTMENT STORE SALES INDEX—FEDERAL RESERVE
SYSTEM—1947-49 AVERAGE= 100 June 19

EDISON ELECTRIC INSTITUTE:

Electric output (in 000 kwh.)

FAILURES (COMMERCIAL AND INDUSTRIAL) — DUN &
BRADSTREET, INC - June 24

IRON AGE COMPOSITE PRICES:
Finished steel (per lb.)
Pig iron (per gross tu
Scrap steel (per gross toti) L

6,494,650 6,495,400 6,434,850 6,470,300
116,893,000 ■> 6,820,000 6,969,000 7,063,000
23,587,000 22,934,000 23,353,000 23,143,000
2,186,000 1,729,000 2,030,000 2,226,000

9,292,000 9,792,000.* 9,153,000 . . 9,947,000

8,070,000 8,455,000 8,261,000 „ 8,701,000

169,186,000 171,303,000 174,552,000 148,144,000
25,942.000 24,807,000 22,263,000 26,067,000
80,154,000 77,495,000 l' 68,329,000 82,255,000
49,020,000 48,530,000 45,766,000 . ■,43,937,000

707,208 697,583 681,967 812,578

591,738 585,620 599,311 664,047

BUSINESS INVENTORIES—DEPT. OF COM¬
MERCE NEW SERIES—Month of April
(mi.lions of dollars):

Manufacturing
Wholesale ———

Retail :

Total

Latest
Month

$45,292
11,635
22,686

$79,613

Previous
Month

♦$45,774
*11,754
*22,563

*$80,091

Year

Ago

$45,164
11,445
22,387

June 19

June 19

.June 26

June 22

June 22

June 22

$312,926,000
160,090,000
152,836,000
123,238,000
29,598,000

7,950,000
564,000

115

8,981,000

215

4.634c

$56.59
$27.58

June 23

.——June 23
——June 23

—June 23
; June 23

METAL PRICES (E. & M/ J. QUOTATIONS):
Electrolytic copper—,
Domesti<T-refinery $t
Export rei

Straits tin (New York) at.
Lead (New York) at
Lead (St. Louis) at
Zinc (East St. Louis) at June 23

MOODY'S BOND PRICES DAILY AVERAGES:
U. S. Government Bonds June 29

Average corporate— , June 29
Aaa — June 29
Aa :■ June 29

Baa June 29
Railroad Group 1 June 29
Public Utilities Group June 29
Industrials Group , ± June 29

MOODY'S BOND YIELD DAILY AVERAGES:
U. S. Government Bonds June 29

Average corporate —June 29
Aaa June 29

Aa —
A

Baa —

Railroad Group
Public Utilities Group
Industrials Group

June 29

£—June 29

June 29

/_—June 29
— June 29

—June 29

MOODY'S COMMODITY INDEX— June 29
NATIONAL PAPERBOARD ASSOCIATION:
Orders received (tons) — June 19
Production (tons) 2 June 19
Percentage of activity— ——?—June 19
Unfilled orders (tons) at end of period ; June 19

OIL, PAINT AND DRUG REPORTER PRICE INDEX— •

1940 AVERAGE= 100 .—June 25

STOCK TRANSACTIONS FOR ODD-LOT ACCOUNT OF ODD-
LOT DEALERS AND SPECIALISTS ON N. Y. STOCK
EXCHANGE— SECURITIES EXCHANGE COMMISSION:

Odd-lot sales by dealers (customers' purchases) t—
Number of shares June 12
Dollar value 4^-June 12

Odd-lot purchases by dealers (customers' sales) t—
Number of shares—Total sales _i—June 12
Customers* short sales i ^—June 12
Customers' other sales —June 12

Dollar value -—June 12
Round-lot sales by dealers— ,

Number of shares—Total sales » -i—June 12
Short sales • —r„—June 12

i Other sales —June 12
Round-lot purchases by dealers—
Number of shares --TTJIlne 12

TOTAL ROUND-LOT STOCK SALES ON THE N. Y. STOCK £
EXCHANGE AND ROUND-LOT STOCK TRANSACTIONS
FOR ACCOUNT OF MEMBERS (SHARES): v . 1

Total Round-lot sales— f , ;

Short sales — —June 5
Other sales —June 5

Total sales _i_Jtj,'ne 5
ROUND-LOT TRANSACTIONS FOR ACCOUNT OF MEM-J

BERS, EXCEPT ODD-LOT DEALERS AND SPECIALIST?: $

.Ju:

.4

Transactions of specialists in stocks in which registered
Total purchases
Short sales
Other sales ^.JUne

Total sales 1 ; rri.J(3ne
Other transactions initiated on the floor—
Total purchases --—Jfine
Short sales June
Other sales --June

Total sales —June
Other transactions initiated off the floor— ;. a
Total purchases Jfine
Short sales ————June
Other sales . ——June

Total sales -—« June
Total round-lot transactions for account of members— j
Total purchases -June
Short sales Jejune
Other sales .—June

Total sales —.—— '—June
WHOLESALE PRICES, NEW SERIES — U. S. DEPT. OF*

LABOR— (1947-49 = 100):
Commodity Group—
All commodities
Farm products
Processed foods
Meats

June 22
June 22

June 22

—June 22
All commodities other than farm and foods . .June 22

29.700c
29.625c

94.750c
14.000c

13.800c

11.000c

99.96
110.15

115.04

112.19

109.79

104.31

103.68

110.52

111.44

2.50

3.16

2.90

3.05
3.18

3.49

3.23

3.14

3.09

431.2

215,919
248,260

91%

376,344

106.89

913,018
$42,675,362

933,837
8,964

924,873
$41,662,713

340,290

340,250

284,310

$317,924,000
171,780,000
146,144,000
111,001,000
35,143,000

7,560,000
551,000

111

8,850,000

207

4.634c

$56.59
$28.08

29.700c

29.550c

93.500c

14.000c

13.800c

11.000c

100.12

110.34

115.04

112.19

109.97

104.31

108.88

110.52

111.44

2.49

3.15
2.90

3.05
3.17
3.49

3.23

3.14

3.09

,429.1

439,638
256,496

95%

408,682

*106.76

723,761
$34,123,978

708,645
3,758

704,887
$30,587,060

204,010

204~010

232,170

296,060
7,327,740
7,624,400

805,410
135,410
685,260
870,670

252,600
24,500
260,540
285,040

257,930
34,880

264,725
299,605

1,315,940
244,790

1,210,525
1,455,315

$288,482,000
152,246,000
136,236,000
116,583,000
19,653,000

7,150,000
418,000

106

8,433,000

206

4.634c

$56.59

$28.25

29.700c

29.600c

93.000c
* 14.000c

13.800c

10.400c

99.15

110.15

114.85

112.00

109.97

104.31

108.88

110.34

111.25

2.56

3.16

2.91
3.06

3.17

3.49

3.23

3.15

3.10

435.8

215,487
249,190

91%

371,568

107.06

993,442
$45,767,558

993,976
8,070

985,906
$44,272,117

320,340

320~310

319,370

$484,411,000
272,118,000
212,293,000
158,928,000
53,365,000

9,696,000
689,000

111

8,446,000

195

4.632c

$56.59

$42.17

433,750
10,700,330
11,134,080

1,218,820
260,670
959,670

1,220,340

381,970
26,500
374,500
401,000

379,070
47,740
392,675
440,415

1,979,860
334,910

1,726,845
2,061,755

375,930
9,996,970
10,372,900

1,090,160
220,070
889,270

1,109,340

279,290
, 13,800
282,530
302,330

364,215
28,010
361,250
389,260

1,733,665
267,880

1,533,050
1,800,930

109.9 110.0 111.0

94.4 94.7 99.8

104.5 104.8 107.0

91.1 92.9 99.9

114.4 114.4 114.3

$588,300 $1,274,500

29.700c

29.625c

93.875c

13.500c

13.300c
11.000c

92.90

102.46

106.39

104.48
101.47

97.94

100.32

102.46

104.83

3.02

3.60

3.37
3.48

3.66

.

„ 3.88
3.73

3.60

3.46

418.5

210,031
258,844

98%

509,322

106.22

812,955
$35,232,660

681,345
7,102

674,243
$26,710,431

178,930

178~930

303,410

264,820
6,879,460
7,144,280

719,960
107,630
674,110
781,740

157,330
22,800
192,480
215,280

255,915
56,070
296,294

352,364

1,133,205
186,500

1,162,884
1,349,384

109.6
95.2

103.2

90.8

114.0

CASH DIVIDENDS—PUBLICLY REPORTED BY
'

U. S. CORPORATIONS — U. S. DEPT. OF

COMMERCE — Month of April (000's
omitted) — —j

COPPER INSTITUTE—For month of May: '
Copper production in U. S. A.—
Crude (tons of 2,000 pounds)—; 78,176 *77,463
Refined (tons of 2,000 pounds) 108,403 112,617

Deliveries to fabricators—
In U. S. A. (tons of 2,000 pounds) 111,005 *104,579

Refined copper stocks at end of period (tons -
of 2,000 pounds)-. 82,111 124,523

COTTON SPINNING (DEPT. OF COMMERCE):

Spinning spindles in place on May 29 22,762,000 22,807,000
Spinning spindles active on May 29 19,325,000 19,457,000
Active spindle hours (000's omitted) May 8,366,000 8,475,000
Active spindle hours per spindle in place
May — — * . 418.3 430.9

DEPARTMENT STORE SALES—SECOND FED¬
ERAL RESERVE DISTRICT, FEDERAL
RESERVE BANK OF N. Y. — 1947-1949

Average=100—Month of May:
Sa'.es (average monthly), unadjusted-—. 96
Sales (average daily), unadjusted— — 98
Sales (average daily), seasonally adjusted 100
Stocks, unadjusted 118
Stocks, seasonally adjusted 115

FABRICATED STRUCTURAL STEEL (AMERI¬

CAN INSTITUTE OF STEEL CONSTRUC- „•

TION)—Month of May: '
Contracts closed (tonnage)—estimated — 200,994
ShipmentsN (tonnage)—estimated 254,098

LIFE INSURANCE—BENEFIT PAYMENTS TO
POLICYHOLDERS — INSTITUTE OF LIFE

INSURANCE—Month of April:
Death benefits —: $171,065,000 $196,916,000
Matured endowments i 45,376,000 49,479,000

Disability payments 9,573,000 10,241,000
Annuity payments 36,458,000 38,682,000
Surrender values — 72,312,000 79,293,000
Policy dividends — 73,908,000 86,805,000

$78,996

$561,200

92,659
117,929

146,815

52,762

22,844,000
20,013,000
9,489,000

474.4

103 C
101

102

118

113

*184,982
♦293,532

99
101

•103

•120

*117

310,517
263,806

$164,114,000
36,314,000
8,867,000
35,049,000
58,826.000
61,975,000

Total ——i — $408,692,000 $461,416,000 $365,145,000

MANUFACTURERS* INVENTORIES & SALES
(DEPT. OF COMMERCE) NEW SERIES—
Month of April (millions of dollars):

Inventories—

Durables ——

Non-durables . —

Total

Sales

$25,439
19,853

$45,292
24,367

►$25,900
♦19,874

*$45,774
*24,064

$25,328
19,836

MONEY IN CIRCULATION—TREASURY DEPT.
—As of April 30 (000's omitted)— $29,735,000

•Revised figure, flncludes 617,000 barrels of foreign crude runs. §Based on new annual capacity of 124,330,410 tons as
of Jan. 1, 1954, as against the Jan. 1, 1953 basis of 117,54XJ^0 tons.

tNumber of orders not reported since introduction of Monthly Investment Plan. ( ,

NEW CAPITAL ISSUES IN GREAT BRITAIN-
MIDLAND BANK LTD.—Month of May

NEW YORK STOCK EXCHANGE—As of May
31 (000's omitted):

Member firms carrying margin accounts—
Total customers' net debit balances—

Credit extended to customers

Cash on hand and in banks in U. S
_

Total of customers' free, credit balances—
Market value of listed shares

Market value of listed bonds

Member borrowings on U. S. Govt. issues-

Member borrowings on other collateral

PERSONAL INCOME IN THE UNITED STATES
(DEPARTMENT OF COMMERCE)—Month
of April (in billions):

Total personal income — i—
Wage and salary, receipts, total-——
Total employer disbursements——.

Commodity producing industries.

Distributing industries —:—

Service industries _

Government

Less employee contributions for social in¬
surance —

Other labor income

Proprietors and rental income—
Personal interest income and dividends—

Total transfer payments

Total non-agricultural income —

PRICES RECEIVED BY FARMERS — INDEX
NUMBER — U. S. DEPT. OF AGRICUL¬
TURE—1910-14=100—As of April 15:

Unadjusted—

All farm products.

Crops — ——

Food grain

Feed grain and hay: .

■ '

Tobacco — ———-:

Cotton

Fruit '

Truck crops —

Oil-bearing crops

Livestock and products—

Meat animals

Dairy products

Poultry eggs

UNITED STATES EXPORTS AND IMPORTS
BUREAU OF CENSUS — Month of May
(000's omitted):

Export:, ——

Imports —————————.j——_x———4.———————

: ■ i > (1 i - * •>»'. / < 1 .

£27,830,000

$1,840,971

45,071

313,232

836,509

137,928,085

105,093,898

184,332

1,125,699

$29,707,000

£9,338,000

$1,786,241

38,259

312,022

819,174

134,586,165

108,356,342

106,481

1,130,652

$45,164
26,358

$29,843,000

£8,263,000

$1,670,965

39,830

286,140

673,211

115,371,199

98,984,902

71,828

1,230,034

$282.0 *$282.9 $282.7

193.4 *194.1 196.6

189.1 ♦189.6 192.8

83.8 *84.4 88.8

51.9 ♦52.1 51.0

24.4 24.3 23.4

33.3 ♦33.3
1

33.4

4.6 4.7 4.0

5.2 5.2 5.1

49.1
* *49.5 49.4

23.1 23.1 22.0

,15.8 15.7 13.6

266.1 ♦2?6.2 265.5

257 256 259

240 239 246

234 238 244

208 208 213

443 443 ' 424

267 263 267

217 212 207

225 246 233

283 275 289

271 271 270

333 316 299

237 257 263

178 188 219

,$1,388,000

3 819,00Q

$1,420,900,

957,200

$1,451,000

901,338
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Continued from page 3

Can We Beat the Business Cycle?
pie are going to be willing to play
.along with the game.

We Can Blunt the Bite of
Business Cycles

To get right down to cases, it
seems to me that there are a good
many things we businessmen can
do to prevent serious depressions
.and to blunt the bite of business

cycles. We can do a good deal
if the thousands and thousands of
firms which make up American
industry will grasp hold ofA cer¬
tain sound and basic principles
and act upon them.
I have already admitted the

X»reponderant influence of govern¬
ment actions upon our stability.
Certainly there's a fertile and im¬
portant field here for cooperation
between the business community
and the government. We can and
.should try more and more to take
the objectives, long-range view-
jjoint and help the government to
-carry out sound measures which
promote stability. But I want to
limit myself here to discussing
what business can do by its own
efforts.

Let's look, then, at some of the
things which management might
do, company by company, to help
improve the performance and sta¬
bility of our economy.
First of all, I think that business

management must generate within
its own ranks and spread far and
wide a vigorous, reasoned opti¬
mism in the future of our Ameri¬
can economy. I suppose that's like
coming out fearlessly against sin.
But we all know that confidence,
the psychology of optimism, is a
vital economic force in our sys¬

tem. It holds the system together
4ind drives it forward. So long as
we can keep people optimistic, we
can keep them buying. And the
wheels of industry will keep on

turning. ^ »■. -

Fortunately, we don't have to
Md ourselves into feeling opti¬
mistic. Everybody who can read
and think knows that we have

good, solid reasons for optimism.
We all know that we have built

into this economy a battery of
^stabilizers and safeguards which
make a real old-fashioned crash

extremely unlikely.
We all know that more than

GO-million Americans are em¬

ployed and earning high incomes.
"We have a record volume of pri¬
vate savings. Our private debt is
low in relation to the gross na¬
tional product. That all adds up
to a high and sustained level of
consumer buying power.

We also know that the Ameri¬
can consumer has changed his
bpying habits. He's no longer con¬
tent just to satisfy his basic needs;
lie's out to satisfy his wants, to
buy all the material things that
xnake life easier and more enjoy¬
able. So far as I know, there is
xio limit to those wants. There is
no saturation point in sight. So
this new outlook on the part of
the American consumer is a tre¬

mendously bright and important
^*ctor for our future prosperity.

Finally we have all read the
population statistics. The swift
growth of our population, the for¬
mation of new family units offer1
a growing market for all of the
things which American industries
« i agriculture produce. As a re-

mst about everybody agrees
Jthi.' 1960 we are going to have
one whale of a market.

. I think, too, that American
labor can take a lot of comfort in
the to L that the population over¬

all is growing at a faster rate than
the working force. There will be
more old people and more young
^-Mjple and fewer people of work-

age. In order to meet the
x" is of our expanded population,
w-; ^ going to have to learn to

■

oduce a lot more with the avail-
ile working force.

So far as the predictable factors
are concerned, therefore, it seems
that we all have every reason to
think and act with confidence in
the future.

Maintain a Vigorous Competitive
Spirit

I believe the second important
thing that business management
can do to help maintain our

progress at a reasonably steady
rate is this: It can maintain a

vigorous American competitive
spirit. Once agaip I seem to have
come out fearlessly against sin.
But we have a rather touching
and simple faith in competition at
Ford Motor Company.
I would certainly not presume

to offer this audience a high
school lecture on the virtues of
competition. But I would like, by
way of example, to say a few
words about the present competi¬
tive situation in the auto indus¬
try, and about what I think it
means to the American economy.

Some people seem to be sur¬
prised and disturbed at the fact
that our industry is engaged in
vigorous competition. The fact is,
of course, that the auto industry
always has been a risk-taking
game, played for high stakes. As
a result, there have traditionally
been wide swings in the fortunes
of various companies in the in¬
dustry.
Time and again that competi¬

tion has pumped invigorating
blood into the arteries of the
American economy. Because of its
sustained competitive spirit, the
auto industry has done perhaps
more than any other to foster
progress in manufacturing meth¬
ods throughout American indus¬
try,; and has contributed in a very
marked way to rising American
living standards, i

It's interesting to speculate
what life in America would be

like if we did not have competi¬
tion. Suppose that since the war
the auto industry had wanted to
and had been permitted by law to
play the game the way it is play¬
ed in some other countries—that
we could have agreed not to com¬

pete. After the war, you will re¬
member, there was a tremendous
pent-up demand for cars. Without
competition the auto companies
could have agreed to meet that
demand with our old prewar
models and tools and plants. The
American consumer might still be
buying those old-fashioned cars.

It's possible we could have gone
along very comfortably for a good
many years. Of course, without
the spur of competition our man¬

agerial drive and skills would
have stagnated. We could have
saved the billions of dollars
which we actually did spend on
new plants, modern machines and
frequent retooling for model
changes. That would have meant
a lot less business for the thou¬
sand and one industries which
build our plants and help us to
produce cars. It would have
meant fewer cars sold, fewer jobs
building those cars and less money
paid in wages.

To sum it all up, it would have
meant, in my opinion, an Ameri¬
can economy which would be
much less well prepared than it
now is to meet our needs in peace
or in war.

Because all this has not hap¬
pened, because we have had com¬

petition, we have quite another
story to tell. Competition has
f*forced us to move ahead as far
and as fast as we can go. It has
forced us to invest heavily in
newer and better and bigger
plants and equipment. Ford Motor
Company alone, in order to be¬
come competitive, had to spend
more than a billion dollars on
such plants and equipment. Not
so long ago we heard that a fairly

large competitor of ours \vas go¬
ing to have to spend a billion dol¬
lars to try to match—just between
you and me — the1 progress we
have made. And all of the other

companies that want to keep in
the race are making a similar
effort.
Because of competition, the

whole industry is tightening up
its efficiency and improving its
performance all along the line. We
are speeding the development of-
new manufacturing processes
which will bring still higher liv¬
ing standards to the American
people. "
Because of competition, we have

a very high rate of obsolescence
both of products and manufactur¬
ing methods. That means that we
must invest heavily and we must
make those investments pay off
fast. We must produce in volume
and sell in volume. In the process,
we generate a tremendous pres¬
sure upon the market for cars. We
don't just make the easy sales; we
make the hai^d sales and we be¬
lieve that we are still far from

selling all the cars that could be
sold this year or next year or the
year after.
The more cars our industry

sells, the more people we are

going to keep employed, the more

wages we are going to pay, the
more buying power we are going
to generate. Basically it is as

simple as that.
Of course, the biggest benefi¬

ciary of all is the consumer. Be¬
cause of competition, you can go
out today and buy a truly modern
car, safe and powerful and dur¬
able, with all sorts of comforts
and power accessories which were
unavailable on even the most

costly custom-made prewar car.
You can buy that car at a really
competitive price. There'sw no

question about it—today's car at
today's price is the greatest value
in automotive history. That's com¬

petition for you!
If we can have that kind of

competition throughout American
industry, then we are going to do
an awful lot to sustain our prog¬
ress and our stability over the
years ahead.

Research, a By-Product of
Competition

I want to mention particularly
one by-product of competition
which has a very important bear¬
ing on business management's
ability to maintain prdgress and
to ease the boom-bust cycle. That
is the vast growth of industrial
research.

According to Sumner Slichter,
since 1946 both industry and gov¬
ernment have spent on organized
research a sum more than twice
as large as the total for all pre¬
vious years in our history—a sum
of more than $20 billion. Mr.
Slichter points out that the effect
of research on the demand for

goods is every bit as significant
as its effect upon industry's ca¬

pacity to produce goods. He says:

"Research is bringing about a

revolutionary change in the
American economy because it is
giving industry far greater con¬
trol over the demand for goods
than; industry has ever before
possessed. Thus the rise of re¬

search is removing the specter of
inadequate markets that has
haunted businessmen since the
Great Depression and that has led
many economists to fear that the
economy is threatened with stag¬
nation."

Research affects the demand for

goods, Mr. Slichter says, in three'
principal ways: "First, by creating
new kinds of goods or improved
goods. . . . Second, by increasing
the need for machines and build¬

ings to make the new kinds of

goods. . . . Third, by developing
new methods of making goods.. ..
In these several ways technolo¬

gical research tends to raise

spending for consumption, new in¬

vestment, and replacements, and

thus to bring about an expansion
of spending." ■ /..
I think we would all agree that

no modern industry can afford to
neglect its researcn if it wants to

keep in the running and help keep
our economy movmg forward.
I have talked a good deal about

the importance of business being
optimistic, competitive and pro¬

gressive. These are simple and
basic things that most of us un-
erstand. The problem is that they
are so simple and basic that too
often we only pay lip service to
them

, and . find ourselves con¬

veniently ignoring their larger
implications. We loathe govern¬
ment interference, but we are all
too often ready to run to the gov¬
ernment for help when the going
gets rough. We think optimism is
a wonderful thing, but too often
we succumb to the temptation to
be smartly cynical and pessimis¬
tic. We enthusiastically endorse
competition so long as we're in
the position of dishing it out; but
often we howl, "Unfair!", when
we're on the receiving end.

Keep a Tight Hold on Fundamen¬
tals of Private Enterprise

It just seems to me that we've
got to keep a tight hold on the
fundamentals of private enter¬
prise. If we do so, we are going
automatically to do many of the
things which will keep that sys¬
tem healthy and fit, and which
will help to keep it on an even
keel.
To a marked extent, so far as

business is concerned, the job of
maintaining stability is a job of
extensive and sound forward

planning. It means bringing all
the knowledge and skills at our
command to bear on the job of
forecasting and analyzing the fu¬
ture market. It means planning
intelligently to meet that mar¬

ket, and trying to stick confident¬
ly to those plans despite tempor¬
ary changes in business condi¬
tions. s

Obviously, every sound com¬
pany is always anxious to do all
it can to stabilize its production
and marketing and employment.
Because of seasonal and other fac¬

tors, there a tremendous variation
in the ability of different kinds
of producers to operate at a steady
pace all year round. In our indus¬
try, for example, we have wrest¬
led for many years with a sea¬
sonal sales problem. We have
tried to meet it by moving the
date of new model introductions,
by intensified merchandising in
the off-season, and so on. Anyone
who can find a way to persuade
the car-buyer to lov^ us in De¬
cember as he does in May, will
be doing us a tremendous favor.

Sound Capital Investment
Contributes to Stability

There is one area in which I

believe all industry can make a

very basic contribution to stabil¬
ity. That is in how we plan and
carry out our capital investment
programs. In the past few years,

industry has been spending more
than $25 billion yearly on new
and modernized plants and equip¬
ment. That kind of investment

gives a tremendous sustained lift
to the whole economy. Surpris¬
ingly, it is still holding up de¬
spite the fact that the defense
program is tapering off at the
same time that we have had a

mild business contraction.

If industry continues to be com¬

petitive and optimistic, we can
sustain or even improve upon our

present performance. We can and
should be planning and carrying
out our long-range investment
programs to be ready for the ex¬

panded market of the future.
We are certainly trying to do

that at Ford Motor Company and
as far as I know in the other auto

companies. It's a tough job, be¬
cause automotive products and
manufacturing methods change so

rapidly. If we guess wrong on
our long-term plans, or if compe¬
tition beats us to the punch with

a radically advanced product, we
may take a really serious drub¬
bing. Yet we are giving a lot of
time and effort trying to deter¬
mine what kind of market there
will be for cars in 1960 and be¬

yond that. We try to plan our
product lines as far as five years
ahead. We place our bets today
on what will happen several years
from now.

The staff of our company is pre¬
paring for consideration of the
officers the longest-range plan for
expansion and modernization that
we have ever1 undertaken. It may
carry the biggest single dollar
sign in our company's history. If
we go ahead with that plan, it
will help, if only in a small way,
to stabilize the economy over a
five-year period.
It's too early to say whether or

not we will go ahead with it. Our
decision may turn on factors
which are not purely economic.
We always have been, and I hope
always will be, willing to face
the purely economic risks. That's
our job and we must stand or fall
on our economic judgment and
performance. But our willingness
to take risks depends very heavily
upon our conviction that we will
be free to manage our affairs to¬
day, tomorrow and five years
from now. We can only make to¬
day's plan under today's ground
rules.
What do I mean by saying that

management must be free to call
its own shots?
I mean for one thing that we

must be free to compete. We must
feel that there will be a free mar¬

ket five years from today and
that the only limits to our share of
that market are set by our own
performance.
Some people seem to feel that

we in the auto industry are a little
too competitive. Apparently they
would like .to see some kind of
artificial restriction placed upon
our ability to compete—in short,
to do the best job that we can do.
We don't take such talk too seri¬

ously. But if it should become
more than talk, if our freedom to-
compete should be stifled, than a
lot of steam would go out of this
drive to take risks, to improve
efficiency and to invest in bigger
and better plants and equipment.
Fear of competition is also evi¬

dent in the thinking of some peo¬

ple who seem unwilling to accept
the fact that a limited amount of
risk and uncertainty is inherent in
the private enterprise system.
They would like to take out all the
guesswork and, if necessary, sac¬
rifice some of the dynamism for
security — or for the illusion of
security.
A number of ideas are being

put forth today as possible short¬
cuts to greater individual security.
Carried to their logical conclusidn,
some of those proposals would
tend to change the basic motiva¬
tion of American industry. They
would in effect substitute direct
social motives for economic mo¬

tives.

The Profit Motive—A Great

Driving Force

There should be no doubt in
anyone's mind that the great driv¬
ing force behind industry is the
profit motive. The great contribu¬
tion of industry to social progress
has been the creation of the
wealth that has made much of
that progress possible.
Let's not forget that our present

system has brought about the
highest levels of real seourity and
social well-being in the history of
man. We ought to look hard at
how are living today as against
how we were living 30 or 20 or
even 10 years ago. We ought to
look especially hard at our pro¬
gress over the past eight years.
A lot of things which caused de¬
pressions arid insecurity as far
back as the industrial revolution
have been eliminated. A lot of
new things which make for sta¬
bility and progress have been
added.
I think most Americans would
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agree that our system is doing
amazingly well, and that it can

go on working better and better
as we understand it better and

improve upon it.
Let's remember, too, that our

basic social advances have been
made possible by a continuous
growth of real wealth, spurred by
the profit incentive. Let's remem¬
ber that more and more Ameri¬
cans have a direct stake in the
profit system—that a large part of
private old-age pensions will be
paid out of dividends from stocks
held by the pension trust funds.
We still have tremendous un¬

fulfilled socail needs. A dwindling
but still large number of Ameri¬
can families do not earn enough
to support a decent American
standard of living. Millions of
Americans are still crowded into

big-city slums. We need more
schools and hospitals and more

adequate medical care for many
of our peoples Our facilities for
the aged, for the mentally ill,
and for combating juvenile delin¬
quency are seriously inadequate.
It takes money—it takes an ex¬

cess of wealth—to do something
really concrete about these social
problems. And I believe in all sin¬
cerity that the rate of our social
progress is directly hinged to the
ability of business to create that
excess of wealth. That means that
business must continue its dy¬
namic growth.

Surely, then, we should all take
a very long and careful look be¬
fore we open the door to any pro¬
posals which might affect the
fundamental structure of our eco¬

nomic system.-v f- r!'';.
v Clearly, if we are to have dy¬
namic growth, business must have
profit incentive. ! It must, have
competition. It must have a high
degree -of managerial discretion.
Management m u s t be free to
prune and to eliminate inefficient
operations, to introduce new
methods and machinery. It must
be free to make quick and some¬
times drastic changes to meet new
market conditions. v: : : .

That's the only way the Ameri¬
can private enterprise system can
work the way it's supposed to
work and produce the results we
all want.

private Enterprise Does Not Offer
"Security of Stagnation"

Let's be perfectly honest,
though, about the limitations of

the American private enterprise
system. It does not offer the se¬

curity—real or false—of stagna¬
tion, of locking things in place
as they are now. It offers the dy¬
namic security of an expanding
economy and rising living stand¬
ards. It offers that security, hovy-
ever, at some cost in risk, uncer¬
tainty and inconvenience. 1

There is no guarantee in our sys¬
tem that a company will not fail
There is no guarantee that a com¬
pany will not have to move its
plant from one side of town to
the other. There is no guarantee
that a company president, a fore¬
man, or a worker will not have to
move from Albuquerque - to
Keokuk. In fact, movement / is
something that we will have more
and more of. It's a clear pattern
throughout American life. We are
rapidly becoming a nation of
gypsies, a nation living on wheels.
And that's good for my business!
Finally, there is no guarantee

that, despite our best efforts, we
can maintain an uninterrupted
forward progress under a free
economic system.
The American Road into the fu¬

ture points ever upward, but there
are plateaus and detours and
rough spots along the way. My
whole point is this: If we want the
American people to follow that
road courageously, to take the
limited risks -and jolts along the
way to higher ground, then we
businessmen have to do our level
best to keep that road fit to travel
on.- We've got to get out ahead,
fill the potholes, and shore up the
road against fatal rockslides and
washouts. <

We've got to do what we can
within our own businesses, first
to be sound and successful and,
second, to help maintain economic
stability. We've got to cooperate
with the government in sound ef¬
forts to stabilize. the economy in
ways compatible with* the free
enterprise system. We have to
have a continuing and earnest

c9l|g£rn for the well-being of all
the American people, and make
sure that they know how we feel.
If we do all these things, then

I am sure that we need not fear

for the future of the system—

American private enterprise—
which has brought us so very far,

so very fast.

Manhattan Company, New York, ment of Charles Bentley as Di- be held for the purpose of ratify-
was announced June 24 by J. rector of Personnel. ing and confirming the merger. ;vf
Stewart Baker, Chairman of its \*. * * The affirmative vote of the
Board of Directors. Mr. Caesar's The 40th anniversaries' of the shareholders of each of the banks
father, Harry I. Caesar, recently founding of Union" Bank & Trust owning at least two-thirds of the
resigned after having served as a £0> cf los Angeles, California, and capital stock outstanding is, re-
director of the bank for 26 years. of Ben r Meyer as its Chief Ex- quired to authorize the merger.

135 years ago—on July 3, 1819—
New York's pioneer savings bank
opened for business in a basement
room in the Old Alms House in

City Hall Park. It was named
The Bank for Savings in the City
of New York because it was the
first bank organized to take care
of the savings of the people and
operated solely for their benefit.
The first day, 80 New Yorkers de¬
posited a total of $2,807, and at
the end of the first year the bank
had 1,527 accounts with deposits
totaling $148,195.
Since 1819, depositors have re¬

ceived $390 million in continuous
dividends. Today, assets are $400
million and the bank safeguards
over one-third of a billion dollars,

ecutive was r * * * ,

celebrated The Anglo California National
July 1 by of- Bank of San Francisco, California*
ficers and di- will establish a banking office in
rectors of the the Broadway Shopping Center at
bank and their Walnut Creek, according to an ab~
wives. - v; nouncement made on June 21 by
Opened for Paul E. Hoover, President. Thi»

business on ,is the-second Anglo office planned
July 1, 1914, for Contra Costa County to be an¬
on the second nounced within the past few day&
floor of the The Bank has entered into a long-
Garland term ground lease of a site cover-

'

Building, un- ing over 13,000 square feet at the
der the name southeast corner of Broadway and.
of Ka spare South Main St.,. and will ! erect a
Cohn Com- bank building of modern;design,
mercial a n d as soon as plans can be corripleteek

Savings Bank, with Kaspare Cohn This announcement follows closeJfy
as President, the new Bank had a on the recent one that Anglo has
total of 63 commercial and sav- purchased a site in Pittsburg and

Ben R. Meyer

the savings of more than 200,000 ings accounts, totalling $69,682.24 will construct a bank building for
Hpirtncitnrc Tho "Ronlr fnr .QawiriOe ^ +U^ i+o no,-, in •f-Viof oHnat the close of the first day's busi¬

ness. Today the Union Bank &
Trust Co., which it was renamed
in 1918, has deposits of approxi¬
mately a quarter of a billion dol¬
lars and ranks 98th among the

depositors. The Bank for Savings
has four offices in Manhattan.

❖ * * ■ -
. ■ * '

The consolidation of the First
Suffolk National Bank of Hunt¬

ington, New York, with common
stock of $775,000, and First Na¬
tional Bank and Trust Company
of Amityville, Amityville, New
York, with common stock of $225,-
000 was approved by the Office of
the Comptroller of the Currency,
effective as of the close of busi¬
ness June 11, 1954. The consoli¬
dation was effected under .the pare Cohn in 1916, until May 12,
charter and title of "First Suffolk 1950, when he was advanced to
National Bank of Huntington." ' Chairman of the Board, with Her-
At the effective date of consoli- man F. Hahn moving pp to the

dation the consolidated bank will Presidency. Mr. Hahn passed away
have capital stock: of $940,000, di- after several months' illness early
vided into 94,000 shares of com- -this year, and Mr. Meyer was re-
mon stock of the par value of $10 elected to the post of President,
each; surplus of $1,100,000; and continuing also as Chairman of
undivided profits of not less than the Board. r):y
$300,000.. 7 More recently the trust depart-
Previous-item on this consoli- ™ent of the Bank has become

dation appeared in the May 13 iSr known as a leader in the handling

its use in that city.
Anglo Bank at present has 35

offices in 20 northern and central
California cities. In addition t<a
the proposed new Walnut Creek
and Pittsburg office, Anglo: ba»

nation's 15,000 banks. The Bank several other new offices pending?
built its own building and moved
to its present location at 8th and
Hill Streets on Jan. 2, 1922.
Ben R. Meyer was a Vice-Pres¬

ident and Director of the Bank at
its inception, and succeeded .to the
presidency on the death of Kas-

or under construction.

Loftus Partner in
W. C. Langley Go*

sue of the "Chronicle" page 2114.
of pension and profit-sharing
trusts for banking and industry.

The Banking Department of the ha?tfn
n T/% a+ MAtir V Av»lr vOnnitTArJ r» nnv '

Edgar J. Loftus

News About Banks

and Bankers
CONSOLIDATIONS
NEW BRANCHES

NEW OFFICERS, ETC.
REVISED

CAPITALIZATIONS

State of New. York received a cer¬

tified copy of an Order granted
by the Supreme Court of the State
of New York, County of West¬
chester, on the 23rd day of June,
1954, declaring the Mount Pleas¬
ant Bank & Trust Company, Pleas-
antville, New York, dissolved and
its corporate existence terminated.

^

The Farmers National Bank of
Bellefonte, Pennsylvania, with a

common capital stock of $75,000,

civic, philanthropic, and cultural W. C. Langley & Co., 115 Broad-
life of the community, having way, New York City, members of
served in varying capacities on the New York Stock Exchange,
most of the major organizations announce that Edgar J. Loftus has
devoted to such activities. He is been admitted to general partner-
a past President of the Los An- ship in the firm. :
geles Clearing House Association. s ; '"Vi
Morris Klein, who has been as¬

sociated with the Bank since its

inception, is still a member of its
customer relations department.

James, Earls Join
A. G. Edwards & Sons

(Special to The Financial Chronicle)

QUI N C Y, 111. — Kenneth M-

Appointment of Clifford J.
Thompson as an Assistant Secre¬
tary at Manufacturers Trust Com¬
pany was announced on July 1.
r * Mr. Thompson came to Manu¬
facturers Trust in February, 1935.
He is now assigned- to the Foreign
Department at the Bank's West
Side Office at 481 Eighth Avenue,
New York City.
;,r". *•'' \

■ Appointment of a new A.dvisory
Board, known as the "East Brooke
lyn Advisory Board," was an¬
nounced today by Horace C. Flan-
igan, President of Manufacturers
Trust Company, New York./ -

'

The new board, which will work
in conjunction with four of the
company's offices i in the eastern
portion of Brooklyn, is initially
composed of the following mem¬
bers: William H. Cater, Sol Cohn,
Gerald R. Dorman, Morris Kirsch,
Adam Schneider,'J. Warren Slat-
tery, and Carl E. Troy.- It is ex¬

pected that additional: members
will be appointed in the future,
i The four East Brooklyn offices
which .will-collaborate with the
new board are those located at 774
Broadway, corner Summer Ave.;1
819 Grand St., corner Bushwick
Ave^j, 967 Bedford Ave.,- corner.

DeKalb Ave., and 1014 Gates Ave.,
near Broadway.
With the creation of the new

board, Manufacturers Trust Com¬
pany now has 14 advisory boards
which are composed of leading
business and professional men in
their respective neighborhoods.
These boards! help- to maintain a
close liaison between the com¬

pany's numerous banking offices
and the neighborhoods or com¬
munities which they serve. - The
14 advisory boards have a total of
127 members. \

common capnai siock or */o,uuu, The common capital stock of - Wayne L Earls havet

S6June 12Vand was absorbed by Thc State National Bank Tex," become astodated with A. G. Ed>
the Bellefonte Trust Company arkana' Arkansas, was increased wards & Sons 0f St. Louis. Both

Pftnnkvlvsmifu $500,000 ^$1,000,000 by_ a were previously with Hess Invest-
ment Company, Mr. James as sales
manager, and Mr. Earls as division,
manager with headquarters int
Keokuk, Iowa.

With Slayton & Co. Inc. ■
(Special to The Financial Chronicle)

ST. LOUIS, Mo. — Robert &.
Warner has become affiliated with
Slayton & Company, Inc., 408
Olive Street. - ;

Bellefonte, Pennsylvania. stock dividend effective June 16.
• 4 ' 4 jjj ^

The capital stock of the Com- The Exchan&e National Bank of
mercial Savings Bank, Cumber- c0j0ra(j0 Springs, Colorado, an-

nounced the election of David P.

hlmii 2 Strickler as Chairman of the
nf rfu, I aTtIp on dividend Board of Directors, Douglas C.of 33 A% on June 30. Jardine as Director and O. D. Ol-
This dividend will be repre- sen in charge of Public Relations,

sented by an additional certificate Mr. Olsen was formerly with The
Northern Trust Company of Chi¬
cago, Illinois. *
\ . / * * * '

The Union National Bank of
Eau Claire, Wisconsin, increased
its common capital stock from
$500,000 to $600,000 by a stock

♦ v *

Three, more stories were added
to one of lower Manhattan's tallest

skyscrapers -this month :as work
was completed on the Irving Trust
Company's air-conditioning sys¬

tem, one of the largest ever added
to a building in the New York
area. The new stainless - steel

crown, which provides for the
cooling of condenser water at the
top of the system extending 54
floors down to the vaults below.
The project was begun on Aug.

3, *1953, More than 200 men
worked 10 months to complete R.

NowWith Powell & Gt&* ,1
(Special to The Financial Chronicle)

FAYETTEVILLE, N. C.—Ga*-
nett T. Jackson has become coo-

* *
. *

^ xnected with Powell and Co., Pr«~
; By a stock dividend effective fessional Building. \ ;
June 15 the Kellogg-Citizens Na- . . , • v . - \
tional Bank of Green Bay. Wis- With L A. CaunterCo. ?

for one share of the par value
$100 for each three shares of $100
par value owned June 29, 1954. A
scrip certificate for one-third or
two-thirds of a share will be is¬
sued for such holdings not devis¬
able by three., . V ,

. ..The $25,000 additional capital rfjeciive June" 15.
stock being paid in the form of a * * *

stock dividend was authorized at
a recent meeting of stockholders.
. The capitalization of the Bank,
reflecting; th,e; stock dividend, will . .

he* CaDital stock -$100 000* sur— cousin increased its edinmon cap* , ... .

pL, ? $100,000 find , undivided «W stock from $400,000 to^ .

profits, approximately $25,000. - 00b. ; i - - AN-D^OllW7;^™^
- \ i , * * * 4 Murphy has become / connected
The increase in tte capital and xhe merger of The Bank of Cal- with L A. Cannier & Co., Park

the stock divmena
ifQrnia> K; A Los AngelcSt Cali-rBuilding.
fornia, and the Bank of Martinez . - J •

moved into the final stage when . . m i j
it was announced on June 22 that W. J. IVieriCKa »
the directors of the respective - (special to the financial chronicle)
banks have voted favorably upon CLEVELAND, Ohio—WilburH.
the agreement of merger. • " Ficken is now with Wm. ; J.
Notices will be mailed this week Mericka & Co., Inc., -Union

to the shareholders of the two merce Building, members of the

payment of
were recommended by the board
of directors, approved by the State
bank commissioner and the Fed¬
eral Deposit Insurance Corpora¬
tion. • ' .

* ' * * " * •

- Lawrence F. Stern, President of
the American National Bank and
Trust Company of Chicago, Illin-!l'h6 election of Henry A. C36ssr ^ w

IB-as.a Director of Bank of the oisT has announced; the appoint- banks calling special meetings to Midwest Stock Exchange.
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Securities Now in Registration

*>,

Abbott Laboratories, North Chicago, III.
June 24 filed $500,000 of participations in its Stock
Bonus Plan for employees of company and subsidiaries,
together with 28,000 shares of common stock which may
be purchased pursuant to plan.
American-Canadian Oil & Drilling Corp.

/May 12 filed 1,500,000 shares of common stock. Price—
At par ($1 per share). Proceeds—For drilling expenses
and acquisition of additional properties for development
and exploration, and related activities. Office—Dallas,
Tex. Underwriter—None.

American Electronics, Inc. (7/6-7) /
June 11 filed 160,000 shares of common stock (par $1),
of which 100,000 shares are to be sold for account of
the company and 60,000 shares for certain selling stock¬
holders. Price—To be supplied by amendment. Proceeds
—To repay bank loans and for general corporate pur¬
poses. Office—Los Angeles, Calif. Underwriters—Van
Alstyne, Noel & Co., New York, and Crowell, Weedon
& Co., Los Angeles, Calif.
Apollo Oil & Uranium Co., Denver, Colo.

May 27 (letter of notification) 12,500,000 shares of com¬
mon stock. Price-r-At par (one cent per share). Pro¬
ceeds—For mining activities. Office—602 First National
Bank Building, Denver, Colo. Underwriters— M. A.
Cleek and J. Russell Tindell, both of Spokane, Wash.
Arden Farms Co., Los Angeles, Calif.

June 11 filed 32,669 shares of $3 cumulative and .par¬
ticipating preferred stock (no par value) and 52,876

^ shares of common stock (par $1), the preferred shares
to be offered for subscription to holders of presently
outstanding preferred stock on 1-for-10 basis, and the
common stockholders to have right to subscribe for the
new common stock on a 1-for-10 basis. Price—To be
supplied by amendment. Proceeds — To reduce bank
loans. Underwriter—None.

^ Arizona Cheese & Cattle Co., Phoenix, Ariz.
June 11 (letter of notification)- $50,000 of 20-year 5%
convertible debentures; 5,000 shares of 6% convertible
preferred stock (par $10); and 5,300 shares of common
stock (par $10). Price—At par. Proceeds—To complete
present plant, acquire other plants and herds and for
working capital. Office—312 W. Lynwood, Phoenix,
Ariz. Underwriter—None. Sales to be handled by John
P. Zuest, Secretary of company.
★ Arkansas Natural Resources Corp. (7/15)
June 11 (letter of notification) 299,500 shares of com¬
mon stock (par 25 cents). Price—$1 per share. Proceeds
—For expenses incident to oil and gas activities. Office
—Rison, Ark. Underwriter—Eaton & Co., Inc., New
York, N. Y.

Basin Natural Gas Corp., Santa Fe, N. Mex.
Dec. 23 (letter of notification) 748,000 shares of commoc
ftock (par five cents). Price—40 cents per share. Pro¬
ceeds—To acquire properties and leases. Office — Blatt
Bldg., Santa Fe, N. M. Underwriter—Hunter Securitiei
Corp., New York. ^ l

★ Bassons Industries, Inc. (N. Y.)
June 18 (letter of notification) 140,000 shares of^ommonstock (par 50 cents). Price—$2 per share. Proceeds—
For working capital, etc. Underwriters—Jay W. Kauf¬
man & Co. and Vickers Brothers, both of New York.
Offering—Expected any day.
Big Mesa Uranium, Inc., Salt Lake City, UtahJune 16 (letter of notification) 10,850,000 shares of com¬

mon stock (par 1 cent). Price — 2 cents per share.Proceeds—For mining expenses. Office—Utah Bldg.,Salt Lake City, Utah. Underwriter— Arlin Davidson,39 Exchange Place, Salt Lake City, Utah.
^ Bond Fund of Boston, Inc.
June 28 filed 25,000 shares of common stock. Price—At market. Proceeds—For investment.
★ Bondstock Corp., Tacoma, Wash.
June 28 filed 75,000 shares of common stock (par $1).Price—At market. Proceeds—For investment.
-A-Boston Edison Co. (7/26)
June 29 filed $18,000,000 first mortgage bonds, series E,due 1984. Proceeds—To retire bank loans and for newconstruction. Underwriter—To be determined by com¬petitive bidding. Probable bidders: Halsey, Stuart & Co.Inc.; The First Boston Corp.; Lehman Brothers; Kuhn,Loeb & Co. and A. C. Allyn & Co. Inc. (jointly); White,Weld & Co.; Harriman Ripley & Co. Inc. Bids—Ten¬tatively expected to be received up to 11 a.m. (EDT) onJuly 26.

^ Bridgehampton Road Races Corp.
June 25 (letter of notification) 60,000 shares of common
stock (par $1). Price—$5 per share. Proceeds—To ac¬

quire property and for improvements and working cap-'

ital. Address—P. O. Box 506, Bridgehampton, N. Y.
Underwriter—None. ^

Bullard Co., Bridgeport, Conn. (7/7)
June 15 filed 121,440 shares of common stock (par $10)
to be offered for subscription by common stockholders
of record July 7 on the basis of one new share for each
five shares held; rights to expire on July 21. Price—To
be supplied by amendment. Proceeds — From sale of
stock, together with funds from private sale of $2,000,000
of 15-year notes, to be used mainly to finance the build¬
ing of a new foundry. Underwriters — Merrill Lynch,
Pierce, Fenner & Beane, Hornblower & Weeks and
White, Weld & Co., all of New York.

Byrd Oil Corp., Dallas, Texas (7/6-9)
June 15 filed 260,000 shares of 6% cumulative cohverti-
ble class A common stock (par $7.50) to be offered for
subscription by common stockholders at rate of one
new share for each 2.5 shares held. Price—$8.10 per
share to stockholders $9 to public. Proceeds—For pay¬
ment of notes and accounts payable and for working
capital. Underwriters— Dallas Rupe & Son, Dallas,
Texas, and Straus, Blosser & McDowell, Chicago,, 111./ (lattet handling books).

* IN DICATES AD DITION S
SINCE PREVIOUS ISSUE

• ITEMS REVISED

California Electric Power Co. /'April 22 filed 105,000 shares of cumulative preferredstock (par $50). Price—To be supplied by amendmentProceeds — To redeem two issues of $2.50 preferredstock (par $50), totaling 98,800 shares, and, togetherwith proceeds from proposed issue of $8,000,000 of newfirst mortgage bonds, to redeem $8,000,000 37/8% bonda
presently outstanding. Underwriter—Merrill Lynch.Pierce, Fenner & Beane, New York. Offering—Tem¬
porarily deferred.

• Century Acceptance Corp. (7/12-16)
May 27 (letter of notification) 58,000 shares of class A
common stock (par $1). Price—$5 per share. Proceeds
—For working capital. Office—1334 Oak Street, KansasCity 6, Mo. Underwriter—Paul C. Kimball & Co., Chi¬
cago, 111. ■

; ;
Cherokee Industries, Inc., Oklahoma City, Okla.May 10 filed 5,000,000 shares of class B non-voting com¬mon stock (par 1 cent). Price—$1 per share. Proceeds—For construction, operating expenses and working capi¬tal. Underwriter—None. : ' ~

Chicago, Aurora & Elgin Ry., Wheaton, III. 'May 18 (letter of notification) .5,000 shares of common
stock. Price—At market (estimated kt $8.87M» per sh.).Proceeds—To Earl C. Nagels, President. Underwriter—Rodman & Renshaw, Chicago, 111. .

NEW ISSUE CALENDAR

New York. Boston Pittsburgh Chicago
Philadelphia San Francisco Cleveland

Private fVires to all offices

July 2 (Friday)
Inland Uranium, Inc . Common

(Rocky Mountain Securities) $100,000

Western Gold & Uranium, Inc. Common
(G. C. Haas & Co.) $176,000

July 6 (Tuesday)
American Electronics, Inc, Common

(Van Alstyne, Noel & Co. and Crowell, Weedon
& Co.) 160,000 shares

Byrd Oil Corp.__ Class A
(Dallas Rupe & Sons and Straus, Blosser & McDowell)

, , 260,000 shares

Comanche Uranium Co., Inc Common
(Uranium Mart) $200,000

Comstock Uranium & Oil Corp.___ Common
(J. A. Hogle & Co.; Coombs & Co.; and associates) $150,000
Essex Universal Corp Common

(Hunter Securities Corp.) $300,000

Harley Patents, Inc Common
(E. E. Smith Co.) $31,250 *

July 7 (Wednesday)
Bullard Co. Common

(Offering to stockholders—to be underwritten by
Merrill Lynch, Pierce, Fenner & Beane; Horn-

blower & Weeks; and White, Weld & Co.)
121,440 shares

Long Island Lighting Co ..Common
(Offering to stockholders—to be underwritten by Blyth

& Co., Inc.; The First Boston Corp. and W. C.
Langley & Co.) 690,062 shares

Marion River Uranium Co Common
(Gearhart & Otis, Inc. and Crerie & Co.) $300,000

Minneapolis, St. Paul & Sault Ste. Marie
RR. Equip. Trust Ctfs.

(Bids noon CST) $1,950,000
Pioneer Natural Gas Co.___ Common

(Bids 11 a.m. EST) 767,721 shares

July 8 (Thursday)
Chicago, Milwaukee, St. Paul & Pacific RR.

Equipment Trust Ctfs.
(Bids noon CDT) $5,100,000

Inter-Capadian Corp. — Common
(White, Weld & Co.) $2,500,000

King Copper Mining Corp. Common
(D. Gleich Co.) $147,500

Southwestern Public Service Co Bonds
(Dillon, Read & Co. Inc.) $20,000,000

Southwestern Public Service Co ....Preferred
(Dillon, Read & Co. Inc.) $2,000,000

July 12 (Monday)
Century Acceptance Corp Class A Common

(Paul C. Kimball & Co.) $290,000

Sangamo Electric Co
... Common

(Hornblower & Weeks) 100,000 shares

July 13 (Tuesday)
General Telephone Co. of Ohio ....Preferred

(Paine, Webber, Jackson & Curtis and Stone & Webster
Securities Corp.) 60,000 shares

Hercules Cement Co Common
(Offering to stockholders—underwritten by Stroud &

Co., Inc.; Reynolds & Co.; Newburger & Co.; and
Warren W. York & Co.) 40,555 shares

Missouri Power & Light Co Bonds
(Bids 11 a.m. EDT) $7,500,000

Northern Natural Gas Co.. Debentures
(Blyth & Co., Inc!.) $25,000,000 '

Peoples Gas Light & Coke Co (..Bonds
(Bids 10:30 a.m. CDT) $39,950,000

United Gas Improvement Co Bonds
(Bids noon EDT) $10,000,000

(July 14 (Wednesday)
Public Service Co. of New Hampshire..Preferred

(The First Boston Corp. and Kidder, Peabody & Co.)
$7,500,000

July 15 (Thursday) >-

Arkansas Natural Resources Corp.... Common
(Eaton & Co., Inc.) $299,500'""'

Great Northern Paper Co Preferred
(White, Weld & Co.) $10,000,000 .

Industrial Hardware Mfg. Co ■. Common
(Milton D. Blauner & Co., Inc.) 185,000-shares

Southern Materials Co., Inc Common
(Bache & Co.) $1,484,375 "

July 19 (Monday)
Consolidated Gas, Electric Light/& Power Co. / ,of Baltimore 2 Bonds

1 ' (Bids noon EDT) $40,000,000

July 21 (Wednesday)
Colorado Interstate Gas Co Bonds

/(Probably Dillon, Read & Co. Inc.) $30,000,000
Colorado Interstate Gas Cct^ Preferred

(Probably Dillon, Read <Sc Co. Inc.) $11,000,000
McDermott (J. Ray) & Co., Ine._-i__ Common

(Dominick & Dominick and Kidder, Peabody & Co.)
1 200,000 shares

Ultrasonic Corp. 1 Common
(A. C. Allyn & Co., Inc.) 200,000 share's

July 22 (Thursday)
General Motors Acceptance Corn.. .Debentures

(Morgan Stanley & Co.) $150,000,000

July 26 (Monday)
Boston Edison Co Bonds

(Bids 11 a.m. EDT) $18,000,000

July 27 (Tuesday)
Consolidated Natural Gas Co... (.-Debentures

(Bids 11:30 a.m. EDT) $25,000,000

July 29 (Thursday)
Loma Uranium Corp ... Common

f, (French & Co. and Peter Morgan & Co.) $1,250,000

August 16 (Monday)
Pacific Power & Light Co .•—Bonds
•]••'' * (Bids to be invited) $30,000,000

August 24 (Tuesday)
Arkansas Power & Light Co Bonds

(Bids to be Invited) $7,500,000

September 28 (Tuesday)
New England Electric System___i____. Common

(Offering to stockholders—bids to be invited)

You reach the two major midwest investment markets—pro¬
fessional buyers and the general investing publics-most effectively
at one low cost when you advertise securities and services in
the Chicago Tribune. - •

For facts designed to help you sell more prospects in Chicago
an$ the midwest, consult your advertising counsel or nearest
Chicago Tribune advertising representative.

$■ '

L

CHICAGO TRIBUNE
The World's Greatest Newspaper

The Tribune gives to each day's market tables and
reports the largest circulation given them in America.

J
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it Chief Consolidated Mining Co.
June 24 filed 1,252,408 shares of preferred fctock KPar
50 cents) and 626,204 preferred stock purchaseWar¬
rants to be offered for subscription by common stock¬
holders on the basis of one share of preferred and an

option to purchase one additional share of preferred
stock. Price—55 cents per unit. Proceeds—For develop¬
ment program and working capital and general corporate
purposes. Office—Salt Lake City, Utah. Underwriter—
None. •

it Colonial Uranium Co., Grand Junction, Ohio
June 18 (letter of notification) 544,000 shares of com¬
mon stock (par one cent). Price—50 cents per share.
Proceeds—For equipment. Office—429 Colorado Avenue,
Grand Junction, Colo. Underwriter—L. D. Sherman &
Co., New York.
• Comanche Uranium Co., Inc. (7/6)
June 17 (letter of notification) 5,000,000 shares of capital
stock (bar one cent). Price—Four cents per share. Pro¬
ceeds—For mining expenses. Office—628 S. State St.,
Salt Lake City, Utah. Underwriter—Uranium Mart, 146
S. Main St., Salt Lake City, Utah. ^

^Commercial Uranium Mines, Inc., Denver, Colo.
June 21 (letter of notification) 9,996,999 shares of com¬
mon stock (par one cent). Price—Three cents per share.
Proceeds—For exploration. Office—704 Ernest & Cran-
mer Bldg., Denver, Colo. Underwriter—Carroll, Kirch-
ner & Jaquith, Inc., Denver, Colo. ;> ■
• Comstock Uranium & Oil Corp. (7/6)
June 17 (letter of notification) 1,500,000 shares of com¬
mon stock (par two cents). Price—10 cents per share.
Proceeds—For mining expenses. Office—600 Utah Sav¬
ings & Trust Bldg., Salt Lake City, Utah. Underwriter
—J. A. Hogle & Co.; Coombs & Co.; Harrison S. Brothers
& Co.; W. D. Nebeker & Co.; P. G. Christopulos & Co.;
Cromer Brokerage Co.; A. P. Kibbe & Co.; Whitney In¬
vestment Co.; James E. Reed Co.; and Walter Sondrup
& Co.; all of Salt Lake City, Utah.
Consol. Edison Co. of New York, Inc.

April 7 filed $50,000,000 of first and refunding mort¬
gage bonds, series K, due May 1, 1984. Proceeds—To be
applied towards cost of redeemihg $27,982,000 New York
Steam Corp. first mortgage bonds and $25,000,000 West¬
chester Lighting Co. general mortgage bonds. -Under¬
writer—To be determined by competitive bidding. Prob¬
able bidders: Halsey, Stuart & Co. Inc.; Morgan Stanley
& Co.; The First Boston Corp. Offering—Originally set
for May il, but has been postponed because of ..market
conditions. No new date set. ^ ■■

it Consoildated Gas, .Electric Light & Power Co.
of Baltimore (7/19)

June 24 filed $40,000,000 of first refunding mortgage
sinking fund bonds, series Z, due July 15, 1989. Proceeds
—Approximately $24,900,000 to be used to redeem 3%%
series Y bonds and the balance used for construction ex¬

penditures. Underwriter—To be determined by com¬
petitive bidding. Probable bidders: Halsey, Stuart &
Co. Inc.; White, Weld & Co. and The First Boston Corp.
(jointly); Kuhn, Loeb & Co.; Harriman Ripley & Co.,
Inc. and Alex. Brown & Sons (jointly). Bids—Expected
to be received up to noon (EDT) on July 19.

^Consolidated Natural Gas Co. (7/27)
June 25 filed $25,000,000 of 24-year debentures due 1978.
Proceeds—To redeem on Sept. 1, 1954, a like amhiint of
3%% debentures due 1978. Underwriter—To be'deter¬
mined by competitive bidding. Probable bidders: Halsey,
Stuart & Co. Inc.; White, Weld & Co. and Paine, Webber,
Jackson & Curtis (jointly); Morgan Stanley & Co! and
The First Boston Corp. (jointly). Bids—Expected to be
received up to 11:30 a.m. (EDT) on July 27.

^Cooperative P&C Family Foods, Inc. *
June 14 (letter of notification) 1,000 shares of 4%'^um-
ulative preferred stock. Price—At par ($100 per share).
Proceeds—For inventory. Office—2100 Park St., Syra¬
cuse, N. Y. Underwriter—None.

. - " -■! ■

Crown Uranium Co., Casper, Wyo. —

June 11 (letter of notification) 2,400,000 shares of com¬
mon stock (par 5 cents). Price — 10 cents per share.
Proceeds—For'mining expenses. Office—205 Star Bldg.,
Casper, Wyo. Underwriter—Forbes & Co., First National
Bank Bldg., Denver 2, Colo. >

Danaho Refining Co., Houston, Texas [
June 14 filed $625,000 of 6% debentures and 375,000
shares of common stock (par 10 cents) to be offered in
units of $50 of debentures and 30 shares of stock/Price
—$100 per unit. Proceeds—For additions and improve¬
ments. Underwriter—None.

Danaho Refining Co., Houston, Texas
June 14 filed 110,000 shares of common stock (par 10
cents). Price—$2 per share. Proceeds—For addition^ and
improvements. Underwriter—None. .

it deVegh Mutual Fund, Inc., New York
June 25 filed 100,000 shares of capital stock. Price—At
market. Proceeds—For investment.

• Eastern Utilities Associates -; J
June 9 filed 82,451 'shares of common stock (pa£ $10)
being offered for subscription by common stockhplders
of record June 29 on the basis of one new share fo? each
12 shares held (with an oversubscription privilege);
rights to expire on July 15. Price—$29 per share'v Pro¬
ceeds—To pay off $2,000,000 bank loans. Dealer-Man¬
ager—Kidder, Peabody & Co., New York. ■>

-

• Essex Universal Corp., Boston, Mass. (7/6^-8)
June 4 (letter of notification) 500,000 shares of copamon
stock (par 10 cents). Price—60 cents-per shareinPro-
ceeds—To produce and market fluffed topping kfaown
as "Sta-Wip." Office—10 High St., Boston,'Mass. Under¬
writer—Hunter Securities Corp., New York. $

• Fairchild Engine & Airplane Corp.
June 8 filed 577,551 shares of common stock (par $1)
being offered for subscription by common stockholders
of record June 29 on basis of one new share for each
four shares held; rights to expire July 14. Price—$11.25
per share. Proceeds—For additional facilities, machin¬
ery and equipment and general corporate purposes.
Underwriter—Merrill Lynch, Pierce, Fenner & Beane,
New York.

Financial Credit Corp., New York
Jan. 29 filed 250,000 shares of 7% cumulative sinking
fund preferred stock. Price—At par ($2 per share). Pro¬
ceeds—For working capital. Underwriter—E. J. Foun¬
tain & Co., Inc., New York.

it Fosgate Citrus Concentrate Cooperative
June 21 (letter of notification) 50 shares of class A
stock (par $100) and 2,950 shares of class B stock.
Price—At par ($100 per share). Proceeds—To pay mort¬
gage indebtedness. Address—P. O. Box 7127, Orlando,
Fla. Underwriter—None.

General Gas Corp., Baton Rouge, La.
March 19 filed 100,000 shares of common stock (par $5).
Price — To be supplied by amendment. Proceeds — To
selling stockholders. Underwriter—Kidder, Peabody &
Co., New York. Offering—Postponed indefinitely.
it General Motors Acceptance Corp. (7/22)
June 30 filed $75,000,000 10-year debentures and $75,-
000,000 15-year debentures. Price—To be supplied by
amendment. Proceeds—To redeem on July 29 $87,500,000
21/4% debentures! and $40,000,000 3%% debentures and
for working capital. Underwriter—Morgan Stanley &
Co., New York.

it General Telephone Co. of Ohio (7/13)
June 23 filed 60,000 share of $1.25 cumulative preferred
stock (no par value). Price—To be supplied by amend¬
ment. Proceeds—To repay $1,400,000 of bank loans and
for additional construction expenditures. Underwriters
—Paine, Webber, Jackson & Curtis and Stone & Webster
Securities Corp.

Gray Manufacturing Co., Hartford, Conn.
June 10 filed 58,119 shares of common stock (par $5)
to be offered for subscription by common stockholders
on the basis of one new share for each four shares held.
Price—To be supplied by amendment. Proceeds—For
general corporate^purposes. Underwriter—None.
it Great Northern Paper Co., Bangor, Me. (7/15)
June 25 filed 100,000 shares of cumulative preferred
stock, series A (par $100). Price—To be supplied by
amendment. Proceeds—For current expansion and mod¬
ernization program. Underwriter—White, Wejd & Co.,
New York.

Green River Oil & Uranium Co.
June 11 (letter of notification) 3,000,000 shares of com¬
mon stock (par one cent). Price — 10 cents per share.
Proceeds — For oil and mining.activities. Office — 235
Atlas Bktg., Salt Lake City, Utah. Underwriter—Rocky
Mountain^#ecurities, 508 Atlas Bldg., Salt Lake City,
Utah*-,-r.c , '

Gulf States Utilities Co.

Mayi4 filed 160,000 shares of preferred stock (par $100).
Proceeds — To redeem 50,000 shares of $4.50 dividend
preferred stock, 60,000 shares of $4.40 dividend preferred
stock, 1949 series, and 50,000 shares of $4.44 dividend
preferred stock at the prevailing redemption prices of
$105, $105, and $105.75, respectively. Underwriter—To
be determined by competitive bidding. 'Probable bid¬
ders: Stone & Webster Securities Corp.; Lehman
Brothers and Equitable Securities Corp. (jointly); Kuhn,
Loeb & Co.; Glore, Forgan & Co. and W. C. Langley &
Co. (jointly). Bids—Had tentatively been expected to be
received up to 11:30 a.m. (EDT) on June 15 at The
Hanover Bank, 70 Broadway, New York, N. Y., but of¬
fering has been postponed. i

Gulf States Utilities Co.

May 14 filed $24,000,000 of first mortgage bonds due
June 1, 1984. Proceeds—To redeem $10,000,000 of 3%%
first mortgage bonds due 1981 and $10,000,000 of 3%%
first mortgage bonds due 1983, and for general corpo¬
rate purposes. Underwriter—To be determined by com¬
petitive bidding. Probable bidders: Halsey, Stuart &
Co. Inc.; Lehman Brothers; Merrill Lynch, Pierce, Fen¬
ner & Beane and White, Weld & Co. (jointly); Salo¬
mon Bros. & Hutzler and Union Securities Corp.; Kuhn,
Loeb & Co. and A. C. Allyn & Co., Inc. (jointly); Lee
Higgihson Corp. and Carl M. Loeb, Rhoades & Co.
(jointly); Stone & Webster Securities Corp. Bids—Had,
tentatively been expected to be received up to 11 a.m.
(EDT) on June 15 at The Hanover Bank, 70 Broadway,
New York, N. Y., but offering has been postponed.

it Hadley (Charles R.) Co., Los Angeles, Calif.
June 18 (letter of notification) 500 shares of common
stock (par $100) to be offered for subscription by stock¬
holders and certain officers and employees. Price—$170
per share. Proceeds—For working capital. Office—330
N. Los Angeles Street, Los Angeles, Calif. Underwriter
—None.

it Harley Patents, Inc. (7/6)
June .23 (letter of notification) 25,000 shares of capital
stock (par 10 cents). Price—$1.25 per share. Proceeds
—For working capital and general corporate purposes.
Office—580 Fifth Ave., New York 36, N. Y. Under¬
writer—E. E. Smith Co., New York.

Hilo Electric Light Co., Ltd., Hilo, Hawaii
May 10 filed 25,000 shares of common stock being offered
for subscription by stockholders of record J#ne 5 on the
basis of one share for each four shares held. Unsub¬
scribed shares to be offered to employees; rights to ex¬

pire on July 19. Price—At par ($20 per share). Proceeds
—To repay bank loans and for additions and improve¬
ments. Underwriter—May be named by amendment.

Hercules Cement Corp. (7/13)
June 22 filed 40,555 shares of common stock (par $10)
to be offered for subscription by common stockholders
of record June 15, 1954, on the basis of one new share
for each four shares held. Expected July 13 with a 14-
day standby. Price — To be supplied by amendment.
Proceeds — For expansion and modernization. Under¬
writers—Stroud & Co., Inc., Reynolds & Co., and New- ,

burger & Co., all of Philadelphia, Pa.; and Warren W.
York & Co., Allentown, Pa.

it Hollywood Angels, Inc.
June 21 (letter of notification) 500,000 shares of common
stock (par one cent). Price—50 cents per share. Pro¬
ceeds—For working capital. Office—29 West 65th St.,
New York 23, N. Y. - Underwriter—None.

it Home & Auto Loan Co., Inc.
June 25 (letter of notification) $25,000 of 5% subord¬
inated debenture notes due Oct. 1, 1959 and $135,000
of 6% subordinated debenture bonds due Oct. 1, 1963.
Price—100% of principal amount. Proceeds—To redeem
notes due in 1954 and 1955. Office—200 Burke Bldg.,
Rochester, N. Y. Underwriter—None.
• Industrial Hardware Mfg. Co., N. Y. (7/15)'
June 14 filed 185,000 shares of common stock (par 50
cents), of which 106,602 shares are to be offered for
account of company and 78,398 shares for account of
Louis Offerman, Vice-President. Price—$3 per share.
Proceeds—To repay bank loans and pay taxes, and for
working caiptal. Underwriter—Milton D. Blauner & Co.,
Inc., New York.
• Inland Uranium, Inc. (7/2)
June 17 (letter of notification) 5,000,000 shares of capi¬
tal stock (par one cent). Price—Two cents per share.
Proceeds—For mining expenses. Office—240 S. 2nd St.,
East, Salt Lake City, Utah. Underwriter—Rocky Moun- £
tain Securities, 508 Atlas Bldg., Salt Lake City, Utah.
• Inter-Canadian Corp., Chicago, III (7/8)
April 19 filed 100,000 shares of common stock (par $1).
Price—$25 per share. Proceeds—For venture or semi-
venture investment situations in Canada. Underwriter—
White, Weld & Co.,, New York.
Interstate Uranium, Inc., Salt Lake City, Utah \

June 14 (letter of notification) 10,000,000 shares of com¬
mon stock (par 1 cent). Price— 3 cents per share. Pro¬
ceeds—For mining expenses. Underwriter—Cayias Bro¬
kerage Co., Salt Lake City, Utah.

Kendon Electronics 'Co., Inc.
April 21 (letter of notification) 150,000 shares of com¬
mon stock (par 10 cents). Price—25 cents per share.
Proceeds—For working capital and general corporate
purposes. Office —18 Clinton Street, Brooklyn, N. Y.
Underwriter—20th Century Pioneer Securities Co., New
York, N. Y.

it Kimball Manufacturing Corp., San Francisco, Cal.
June 17 (letter of notification) 3,800 shares of preferred
stock (par $10); 7,600 shares of common stock (par $10);
and 3,800 rights to purchase 3,800 common shares; to be
issued in units of one preferred and, one common stock,
plus one right. Price—$20 per unit. Warrants are exer¬
cisable to July 1, 1957 at $15 per share; then to July 1,
1959 at $20 per share. Proceeds—To repay indebted¬
ness, expand plant facilities, purchase equipment and
for working capital. Office—1270 Pennsylvania Avenue,
San Francisco, Calif. Underwriter—None.
• King Copper Mining Corp. (7/8-9)
June 2 (filed under Regulation "D") 295,000 shares of
capital stock (par $1). Price—50 cents per share. Pro¬
ceeds—For expansion, diamond drilling, working capital
and general corporate purposes. Office—1519 Pine Ave., (

West, Montreal, Canada. Underwriter—D. Gleich Co.,
New York. , .

Las Vegas Continental Hotel, Inc.
May 17 filed 500,000 shares of preferred capital stock
(par $9.90) and 500,000 shares of common capital stock
(no par—100 stated value) to be offered in units of one
preferred and one common share. Price—$10 per unit.
Proceeds—To build and operate a luxury hotel and for
working capital. Office—-Las Vegas, Nev. Underwriter
—Lester L. LaFortune, Las Vegas, Nev.

Loma Uranium Corp., Denver, Colo. (7/29)
June 18 filed 1,000,000 shares of common stock (par 10
cents). Price—$1.25 per share. Proceeds—For explora¬
tion and development costs, purchase of equipment, and
reserve for acquisition of additional properties. Under¬
writers—French & Co., Houston, Tex., and Peter Mor¬
gan & Co., New York.

Long Island Lighting Co. (7/7)
June 17 filed 690,062 shares of common stock (par $10)
to be offered for subscription by common stockholders
of record July 7 on the basis of one new share for each
eight shares held; rights to expire on July 22. An ad¬
ditional 64,685 shares are to be offered for subscription
by officers and employees. Price—To be supplied by
amendment. Proceeds—To reduce bank loans incurred
for construction. Underwriters—Blyth & Co., Inc., The
First Boston Corp. and W. C. Langley & Co., all of
New York.

it Managed Funds, Inc., St. Louis, Mo.
June 24 filed $9,600,000 of its Personal Investment Plan
Certificates. Proceeds—For investment.

Marion River Uranium Co. (7/7)
June 14 (letter of notification) 300,000 shares of common
stock (par 10 cents). Price—$1 per share. Proceeds—
For develooment expenses. Underwriters—Gearhart &
Otis, Inc., New York; and Crerie & Co., Houston, Tex.
it Market Basket, Los Angeles, Calif.
June 17 (letter of notification) 9,641 shares of common
stock (par 50 cents) to be offered to officers and em-
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sloyees. Price—$11.50 per share. Proceeds—For work¬
ing capital and general corporate purposes. Office—

6014 S. Eastern Avenue, Los Angeles, Calif. Under¬
writer—None.

it McCluskey Wire Co., Inc., New Haven, Conn.
June 21 (letter of notification) $95,000 of 5% debentures,
series A, due July 1, 1962, and $95,000 of 6% debentures,
series B, due July 1, 1970. Proceeds—To acquire assets
and business of H. & T. McCluskey & Sons, Inc. Office
—-527 Grand Avenue, New Haven, Conn. Underwriter—
Barnes, Bodell & Goodwin, Inc., New Haven, Conn.
it McDermott (J. Ray) & Co., Inc. (7/21)
June 29 filed 300,000 shares of common stock (par $1).
Price—To be supplied by amendment. Pr^peds—To
certain selling stockholders.. Business—Contracting and
engineering services for inshore and offshore drilling.
Underwriters—Dominick & Dominick and Kidder, Pea-
body & Co., both of New York.
R McNeil Machine & Engineering Co.
June 17 (letter of notification) 4.500 shares of common
stock (par $5). ^rice—At market. Proceeds—To Frank
H. Jennings, the selling stockholder. Underwriter—Mc¬
Donald & Co., Cleveland, O. . ,

^Mechanics Finance Co., Jersey City, N. J.
June 24 (letter of notification) $250,000,of 8% debenture
bonds due July 19, 1964. Price—At 100% of principal
amount. Proceeds—For working capital. Office—586
Newark Ave., Jersey City, N. Y. Underwriter—None.
• Merritt-Chapman & Scott Corp.
June 4 filed 286,027 snares or common stock (par $12.50)
being offered for subscription by common stockholders
of record June 25 on the basis of one new share for each
five shares held (with an; oversubscription privilege).
Rights will expire on July 19. Price—$21 per share;
Proceeds—To retire $4,050,000 of .4.%% notes ;held by an
i^jeurance company and for further expansion,' Under¬
writer—None. I; • <7 :"

Midland General Hospital,, Inc., Bronx, N. Y. ,

May 17 filed 900 shares of common stock (no par). Price
—$1,000 per share. Proceeds—To erect a hospital in the
Borough of Paramus, N. J., and for working capital, etc.
Underwriter—None.
Mission Indemnity Co., Pasadena, Calif.

March 29 filed 600,000 shares of common stock (par 65
cents) to be offered first to stockholders and to gen¬
eral public. Price—$2 per share. Proceeds—To increase
capital and surplus. Underwriter—None.
Missouri Power & Light Co. (7/13)

June 10 filed $7,500,000 of first mortgage bonds due 1984.
Proceeds—To redeem outstanding $4,000,000 3%% bonds
on Aug. 19, 1954, to,repay bank loans and for construc¬
tion program. Underwriter—To be determined by com¬
petitive bidding. Probable bidders: Halsey, Stuart &
Co.i Inc.; White, Weld & Co., Kidder, Peabody & Co.,
Shields & Co. and Auchincloss, Parker & Redpath
(jointly); Equitable Securities Corp.; Salomon Bros. &
Hutzler; The First Boston Corp.; Carl M. Loeb, Rhoades
& Co. and American Securities Corp. (jointly). Bids—
Tentatively expected to be received up to 11 a.m. (EDT)
on July 13.

Missouri Public Service Co.
April 23 filed 50,000 shares of cumulative preferred
stock (par $100). Price—To be supplied by amendment.
Proceeds—To redeem outstanding first preferred stock
($3,475,000), to repay $750,000 bank loans and the bal¬
ance for construction program. Underwriter—Kidder,
Peabody & Co., New York. Offering— Postponed in¬
definitely.
it Monarch Uranium Co., Salt Lake City, Utah
June 21 (letter of notification) 2,000,000 shares of capi¬
tal stock (par four cents). Price—Six cents per share.
Proceeds—For mining expenses. Office— 530 Judge
Building, Salt Lake City, Utah. Underwriter—James E.
Reed Co., Salt Lake City, Utah.

.^Monterey Oil Co., Los Angeles, Calif.
Feb., 2 filed 257,338 shares of common stock (par $1).Price—At the market price then prevailing on the New
York Stock Exchange, or through special offerings or
secondary distributions. Proceeds—To Lehman Borthers
<400 shares); partners of Lehman Brothers and members
of their immediate families (150,458); and The Lehman
Corp. (106,480).- Underwriter—None. No general offer
planned.

Mountain States Uranium, Inc.
May 18 (letter of notification) 30,000,000 shares of com¬
mon stock. Price—At par (one cent per share). Proceeds
—For mining expenses. Office—1117 Miner St.* Idaho
Springs, Colo. Underwriter—Underwriters, Inc., Sparks,Nev.

Natick Industries, Inc., Natick, Mass. * . nMarch 10 (letter of notification) 58,800 shares of com¬
mon stock (par $1). Price—$5 per share. Proceeds—For
working capital, etc. Underwriter—J. P. Marto & Co.,Boston, Mass.

National Uranium Corp., New York
June 17 (letter of notification) 298,000 shares of common
stock (par five cents). Price—$1 per share. Proceeds—
For. mining expenses. Office—25 Broadway, New York,N. Y. Underwriter—Jay W. Kaufman & Co. and Vickers
Brothers, both of New York.

New Mexico Copper Corp., Carrizozo, N. M.
June 14 (letter cf notification) 198,000 shares of capital
stock (par 25 cents). Price—50 cents per share. Proceeds
—For acquisition of power plant, improvement of mill,
development of properties and general corporate pur¬
poses. Underwriter—Mitchell Securities, Inc., Baltimore,
Md, .. i .

North Electric Manufacturing Co.
June 16 (letter of notification) 20,322 shares of common
stock (par $10), to be offered for subscription by com¬
mon stockholders of record July 1, 1954; rights to expire
on Aug. 2, 1954. Price—$12 per share. Proceeds—To
repay loans. Office—501 S. Market St., Galion, O. Un¬
derwriter—None.

it Northern Natural Gas Co. (7/13) ,

June 23 filed $25,000,000 of sinking fund debentures.
Price—To be supplied by amendment. Proceeds—For
property additions and improvements. Underwriter—
Blyth & Co., Inc., New York and San Francisco.
Pacific Telephone & Telegraph Co.

May 7 filed 1,004,603 shares of common stock to be of¬
fered for subscription by common and preferred stock¬
holders in the ratio of one share for each seven shares
of common and/or preferred stock held. Price—At par
($100 per share). Proceeds—To reduce bank borrow¬
ings.. Underwriter—None.

it Pacific Western Oil Corp.
June 25 filed 100,000 shares of common stock (par $4).
Price—At market. Shares to be offered from time to
time on the New York Stock Exchange, and may be of¬
fered to specific persons, firms or corporations in off-
the-floor sales. Proceeds—To J. Paul Getty, President.
Underwriter—None.

it Packaging Materials Corp., Providence, R. I.
June 23 (letter of notification) 2,250 shares of common
stock (no par) and $$105,000 of subordinated 5% deben¬
tures to be offered in units of $700 of debentures and
15 shares of stock. Price—$1,000 per unit. Proceeds—
To reduce bank loans, and for equipment and working
capital. Office—607 Hospital Trust Bldg., Providence 3,
R. I. Underwriter—None.
* Peoples Gas Light & Coke Co. (7/13)
June 14 filed $39,950,000 first and refunding mortgage
bonds, series I, due July 1, 1979. Proceeds—To redeem
$15,000,000 series F bonds and $24,950,000 series H bonds.
Underwriter—To be determined by competitive bidding.
Probable bidders: Halsey, Stuart & Co. Inc.; The First
Boston Corp^Glore, Fofgan & Co.; KUhn, Loeb & Co.
Bids—Tentatively expected to be received up to 10:30
a.m. (CDT) July 13 at 122 So. Michigan Ave., Chicago
3, 111. ; v;' "

Petaca Mining Corp., Santa Fe, N. Mex.
June 9 filed 600,000 shares of cumulative sinking fund
preference stock and 300,000 shares of 10-cent par
common stock to be offered in units of two preference
shares and one common share. Price—$3 per unit. Pro¬
ceeds—To retire 40,526 shares of outstanding preferred
stock, for power line extensions and electric transform¬
ers, equipment and machinery, exploration and working
capital. Underwriter—Barrett Herrick & Co., Inc., New
York.

it Pinellas Industries, Inc., Petersburg, Fla.
June 15 (letter of notification) $241,610 of 8% convert¬
ible debentures due 1964, and 16,500 shares of class A
common stock (par $1). Price—Of debentures, at par;
and of stock, $3.50 per share. Proceeds—To construct
plant and for working capital. Office—34th Street and
22nd Avenue, North, Petersburg, Fla. Underwriter—
Eisele & King, Libaire, Stout & Co., New York.
Pubco Development, Inc., Albuquerque, N. M.

June 16 filed 908,967 shares of common stock (par $1)
to be issued and sold at $1 per share upon exercise of
outstanding subscription warrants (dates advanced to
period July 15 through Oct. 15). Proceeds—For general
corporate purposes. Underwriter—None.

it Public Service Co. of New Hampshire (7/14)
June 25 filed 75,000 shares of preferred stock (par $100).
Price—To be supplied by amendment. Proceeds—To
redeem outstanding 50,000 shares of $100 par 5.40% pre¬
ferred stock and to reduce bank loans. Underwriter—
The First Boston Corp. and Kidder, Peabody & Co.

Royal Uranium Corp., Salt Lake City, Utah
June 14 (letter of notification) 2,500,000 shares of capital
stock (par five cents). Price—Six cents per share. Pro¬
ceeds—For mining expenses.1 Office — Walker Bank
Bldg., Salt Lake City, Utah. Underwriter—Whitney In¬
vestment Co., Saljt Lake City, Utah.
. Sangamo Electric Co., Springfield, III. (7/12)
June 18 filed 100,000 shares of common stock (par $10).
Price—To be related to market price on the New York
Stock Exchange at time of offering. Proceeds—To re¬
duce bank loans and for working capital. Underwriter—
Hornblower & Weeks, New York.
Smith-Dieterich Corp.

May 27 (letter of notification)) 1,775 shares of common
stock. Price—At par ($2.50 per share). Proceeds—To
P. Stanley Smith, the selling stockholder. Office—50
Church St., New York, N. Y. Underwriter—Cooke and
Lucas, New York City.

Somerset Telephone Co., Nporridgewock, Me.
June 11 (letter of notification/ 2,200 shares of capital
stock. Price—At par ($5 per spare). Proceeds—For-^ex-
pansion and neW equipment. Underwriters—E. H. Stan¬
ley & Co., Waterville, Me.; and Clifford J. Murphy Co.,
Portland, Me.

* Souhegan Mill, Inc., Wilton, N. H.
June 21 (letter of notification) 7,500 shares of convert¬
ible preferred stock (no par) and 7,500 shares of com¬
mon stock (par $l). Price—Of preferred, $19 per share;
of common, $1 per share. Proceeds — For expenses of
reorganization, payment to creditors and for working
capital. Underwriter—None.

* Southern Materials Co., Inc., Norfolk, Va. (7/15)
June 25 filed 156,250 shares of common stock (par $2).
Price—$9.50 per share. Proceeds—To Clyde F. Gregson,
President, and four other officers of company. Under¬
writer—Bache & Co., New York. * .

Southwestern Public Service Co. (7/8)
June 17 filed $20,000,000 of first mortgage bonds due
June 1, 1979. Price — To be supplied by amendment.
Proceeds—Together with other funds, to redeem out¬
standing $10,000,000 3%% first mortgage bonds due 1982
and $12,000,000 3.65% first mortgage bonds due 1984.
Underwriter—Dillon, Read & Co., inc., New York.
Southwestern Public Service Co. (7/8) ) r

June 17 filed 80,000 shares of cumulative preferred stock
(par 25). Price—To be supplied by amendment. Pro¬
ceeds—Together with other funds, to redeem outstand¬
ing bonds. Underwriter—Dillon, Read & Co. Inc., New
York.

> 0 ;

Sun Oil Co., Philadelphia, Pa. m

April 15 filed a maximum of 139,662 shares of common
stock (no par) to be offered for possible public sale
during the period July 1, 1954 to June 30* 1955. Price—*
At market. Proceeds—To selling stockholders. Under?
writer—None. The shares will be sold through brokerage
houses.

Taylorcraft, Inc., Conway, Pa. ^- f
April 30 (letter of notification) 150,000 shares of 6%
cumulative convertible preferred stock, of which 100,-
000 shares will be offered to public and 50,000 shares to
creditors. Price—At par ($2 per share). Proceeds—For
working capital. Underwriter—Graham & Co., Pitts?
burgh, Pa.

Temple Mountain Uranium Co.
June 11 (letter of notification) 3,500,000 shares of com¬
mon stock (par 2Vz cents). Price — 3 cents per share.
Proceeds—For mining expenses. Office—39 Exchange
Place, Salt Lake City, Utah. Underwriter—Walter Son-
drup Co., Salt Lake City, Utah.
Texas International Sulphur Co., Houston, Texas

June 21 filed 455,000 shares of common stock (par 10
cents), of which 385,000 shares are to be offered for
subscription by common stockholders at the rate of one
new share for each AV2 shares held; and 70,000 shares
are for account of certain selling stockholders. Price—To
be supplied by amendment. Proceeds—For exploration
and drilling, and payment of bank loans and advances.
Underwriter—Vickers & Co., New York, on a "best ef¬
forts" basis.

Thorofare Markets, Inc.
June 18 (letter of notification) 10,000 shares of common
stock (par 10 cents). Price—To be named later. Pro¬
ceeds—For working capital. Office — 17th and Small-
man Sts., Pittsburgh 22, Pa. Underwriter—Glover &
MacGregor, In<p., Philadelphia, Pa.
Three-In-One Gold Mines Corp., Reno, Nev.

May 3 (letter of notification) 1,993,333 fa shares of capi¬
tal stock (par one cent). Price—15 cents per share. Pro¬
ceeds—For mining expenses. Officje—139 N. Virginia
St., Reno, Nev. ,

• Transportation Development Corp.
April 26 filed 100,000 shares of common stock (par $1).-
Price—$6 per share. Proceeds—To finance the costs of
obtaining contracts for the construction of the com¬

pany's transportation system, for working capital and
for other general corporate purposes. Underwriters—
L. H. Rothchild & Co.1, New York. Offering—Expected
any day.
Trican Petro-Chemical Corp., Montreal, Canada.

April 30 filed 500,000 shares of common stock (par $1).
Price — To be related to the market price at time of
offering. Proceeds—For development costs and general
corporate purposes. Underwriter — To be named by
amendment.

it Ula Uranium, Inc., Dallas, Texas
June 18 (letter of notification) 5,000,000 shares of com-*
mon stock (par one cent). Price—Five cents per share.
Proceeds—For mining expenses. Office—506 Gulf States
Building, Dallas, Texas. Underwriter—None.

it Ultrasonic Corp., Cambridge, Mass (7/21)
June 28 filed 200,000 shares of common stock (par $5).
Price—To be supplied by" amendment. Proceeds—For
working capital.* Underwriter^-A*. G. Allyn & Co., Inc.,
Chicago, 111. - - i . v . ■ .•

. ; ; . . .

United Benefit Fire Insurance Co., Omaha, Neb.
June 14 (letter of notification) 25,000 shares of common
stock to be offered first to stockholders. Price—At paf-
($10 per share). Proceeds—To increase surplus. Office^
2565 St. Mary's Ave., Omaha, Neb. Underwriter—Stew¬
art, Smith & Co., Inc., New York, N. Y.
United Gas Improvement Co. (7/13)

June 11 filed $10,000,000 of first mortgage bonds due
1979. Proceeds—Td repay bank loans and for new con¬
struction. Underwriters—To be determined by com¬
petitive bidding. Probable bidders: Halsey, Stuart &
Co. Inc.; Blyth & Co., Inc.; Kidder, Peabody & Co.; Mor¬
gan Stanley & Co. and Drexel & Co. (jointly); The
First Boston Corp.; Blair, Rollins & Co. Inc. Bids—
To be received by the company in Philadelphia, Pa., up
to noon (EDT) on July 13.

if Uranium Industries, Inc., Grand Junction, Colo. !
June 23 (letter of notification) 3,000,000 shares of com¬
mon stock (par one cent). Price—10 cents per share.
Proceeds—For mining expenses. Underwriter—Petrol¬
eum Finance Corp.* Oklahoma City, Okla.

it Utco Uranium Corp., Denver, Colo.
June 18 (letter of notification) 1,500,000 shares of com¬
mon stock (par one cent). Price—10 cents per share.
Proceeds—For mining expenses. Office—718 Majestic
Building, Denver, Colo. Underwriter—Amos C. Sudler
& Co., Denver, Colo.

West Coast Pipe Line Co., Dallas, Tex.
Nov. 20, 1952 filed $29,000,000 12-year 6% debentures
due Dec. 15, 1964, and 580,000 shares of common stock
(par 50 cents) to be offered in units of one $50 deben-

1
ture and one share of stock. Price—To be supplied by
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amendment. Proceeds—From sale of units and 1,125,000
additional shares of common stock and private sales of
$55,000,000 first mortgage bonds to be used to build a

1,030 mile crude oil pipeline. Underwriters — White,
Weld & Co. and Union Securities Corp., both of New
York. Offering—Postponed indefinitely.
West Coast Pipe Line Co., Dallas, Tex.-

Nov. 20, 1952 filed 1,125,000 shares of common stock (pai
60 cents). Price—To be supplied by amendment. Pro¬
ceeds—Together with other funds, to be used to build
pipeline. Underwriters—White, Weld & Co. and Union
Securities Corp., both of New York. Offering—Post¬
poned indefinitely. \ ^» < r

# Western Gold & Uranium, Inc. (7/2)
June 11 (letter of notification) 44,000 shares of common

• stock (par 10 cents). Price—Not over $4 per share.
Proceeds—For mining expenses. Offices—Leeds, Utah,

1
and 42 Broadway, New York, N. Y. Underwriter—^G. C.

- Haas & Co., New York.
. / 1' :'

Western Plains Oil & Gas Co.

May 24 filed 100,000 shares of common stock (par $1).
Price—$4.75 per share. Proceeds—To redeem 1,250 out¬
standing preferred shares ($125,000), to repay bank

- loan, etc. ($2,500); for purchase or acquisition of addi¬
tional mineral interests, leases and royalties in ••• the
United States and Canada and for other corporate pur¬

poses. Office—Glendive, Mont. Underwriter—Irving J.
Rice & Co., St. Paul, Minn.
Williston Basin OH Ventures, Inc.

May 20 (letter of notification) 2,500,000 shares of com¬
mon stock (par one cent). Price—Two cents per share.
Proceeds—For exploration costs. Office— 420 Fidelity
Bank Bldg., Oklahoma City, Okla. Underwriter—Tellier
& Co., Jersey City, N. J. " .

. > •

it Wuest's, Inc., Seguin, Tex.
June 21 (letter of notification) 1,150 shares of 5%%
cumulative preferred stock. Price—At par ($100 per

share). Proceeds— For equipment and inventories.
Office—317 West Cedar St., Seguin, Tex. Underwriter
-—None.

Wyton Oil & Gas Corp., Newcastle, Wyo.
April 20 filed 1,000,000 shares of common stock (par $1).
-Price—$1.12^2 per share. Proceeds—For general cor¬

porate purposes. Underwriter — National Securities
Corp., Seattle, Wash., on a "best efforts basis."

• *

Prospective Offerings
American Natural Gas Co.

April 28 stockholders approved a proposal to increase
the authorized common stock from 4,000,000 to 5,000,000
6hares to enable the company to sell additional shares
when necessary. Offering will probably be made to
present stockholders. Proceeds—To subsidiaries for their
construction programs. Underwriter—None.
it American Telephone & Telegraph Co.
June 30 it was reported the company is planning a huge
issue of straight debentures. Underwriter—To be de¬
termined by competitive bidding. Probable bidders:
Halsey, Stuart & Co. Inc. and The First Boston Corp.
{jointly); Morgan Stanley & Co.

Arkansas Louisiana Gas Co.
Feb. 22 it was reported Cities Service Co. may sell Its
holdings of 1,900,000 shares of this company's stock. If
sold at competitive bidding, bidders may include Smith,
JBarney & Co. and Blyth & Co., Inc. (jointly).

Arkansas Power & Light Co. (8/24)
Feb. 8 it was reported company plans to sell an issue
of about $7,500,000 first mortgage bonds due 1984. Pro¬
ceeds—To redeem $4,900,000 of outstanding bonds and
for construction program. Underwriters—To be de¬
termined by competitive bidding. Probable bidders:
Halsey, Stuart & Co. Inc.; The First Boston Corp.; Leh¬
man Brothers, Stone & Webster Securities Corp. and
White, Weld & Co. (jointly); Blyth & Co., Inc., Equit¬
able Securities Corp. and Central Republic Co. Inc.
{jointly); Merrill Lynch, Pierce, Fenner & Beane and
Union Securities Cofp. (jointly). Bids—Expected about
Aug, 24.

it Central of Georgia Ry.
Bids are expected to be received by this company in
July for the purchase from it of about $2,500,000 equip-

- ment trust certificates. Probable bidders: Halsey, Stuart
<& Co. Inc.; Salomon Bros. & Hutzler; Kidder, Peabody
.& Co.; Blair, Rollins & Co. Inc.

Central Illinois Electric & Gas Co.
Dec. 9 it was announced company intends to offer and

^«ell around the middle of 1954 an issue of $4,000,000 firit
mortgage bonds. Proceeds—To repay bank loans and for
new construction. Underwriters—To be determined by
competitive bidding. Probable bidders: Halsey, Stuart
Sc Co. Inc.; Stone & Webster Securities Corp.; Kidder,
Peabody & Co. and White, Weld & Co. (jointly).

Chicago, Milwaukee, St. Paul &
Pacific RR. (7/8)

Bids will be received by the company at Room 744,
Union Station Bldg., Chicago 4, 111., up to noon (CDT)
on July 8 for the purchase from it of $5,100,000 equip¬
ment trust certificates, series SS, to be dated July 1,
1954, and to mature in 30 equal semi-annual instalments
of $170,000 each from Jan. 1, 1955 to July 1, 1969, inclu¬
sive. Probable bidders: Halsey, Stuart & Co. Inc.; Salo¬
mon Bros. & Hutzler; Kidder, Peabody & Co.; Blair,
Rollins & Co. Inc.

City Title Insurance Co., N. Y. C.
May 20, it was announced that company is planning to
issue and sell not to exceed $1,000,000 of new preferred
stock. Proceeds—For working capital. Underwriter—
Chilson, Newberry & Co., Inc., Kingston, N. Y.

Colorado Interstate Gas Co. (7/21)
June 8 it was announced stockholders will vote July 8
on increasing the authorized preferred stock from 200,-
000 shares to 500,000 shares (par $100). It is reported
that company has announced plans to market some $11,-
000,000 of preferred stock and $30,000,000 of new bonds,
which are likely to go into registration within the next
fortnight. Underwriter—If through negotiation, may be
Dillon, Read & Co., New York.
Colorado-Western Pipeline Co;

March 5 it was announced company has applied to Colo¬
rado P. U. Commission for authority to build a $21,500,-
000 natural gas pipe line, in Colorado, to be financed
through sale of about 70% of bonds and 30% of equity
capital. John R. Fell, a partner of Lehman Brothers, is
a Vice-President. ;

Columbia Gas System, Inc.
March 5 it was announced company plans to issue and
sell later this year $40,000,000 additional senior deben¬
tures (in addition to $40,000,000 debentures due 1979 for
which bids are expected to be received on June 28—see
a preceding column under "Securities Now ill Registra¬
tion"). Proceeds—To repay bank loans and for new con¬
struction. Underwriter—To be determined by competi¬
tive bidding. Probable bidders: Halsey, Stuart & Cq.
Inc.; Morgan Stanley & Co. ..."
Cott Beverage Corp. /

May 5 it was reported 160,000 shares of common stock
are to be publicly offered—100,000 shares for account of
company and 60,000 shares for selling stockholders. Price
—In neighborhood of $10 per share. Proceeds—For gen¬
eral corporate purposes. Underwriter—Ira Haupt & Co.,
New York. Registration—Expected in June, 1954.
• Daystrom, Inc. •

June 28 stockholders approved a proposal to permit the
issuance of convertible debentures at the discretion of
the board of directors, and authorized an issue of 200,000
shares of cumulative preferred stock (no par) and in¬
creased the authorized common stock (par $10) from
1,250,000 shares to 2,000,000 shares. No immediate financ¬
ing is planned. , . ' . '

Florida Power Corp. : i V."\
March 27, it was announced that the company plans new
financing late this summer which would require issu¬
ance of common stock and probably $10,000,000 of bonds.
Proceeds — For new construction. Underwriters — For
common stock (first to common stockholders), Kidder,
Peabody & Co. and Merrill Lynch, Pierce, Fenner &
Beane (jointly). For bonds, to be determined by com¬
petitive bidding. Probable bidders: Halsey, Stuart & Co.
Inc.; The First Boston Corp.; Lehman Brothers; Kidder,
Peabody & Co. and Merrill Lynch, Pierce, Fenner &
Beane (jointly). Common stock was increased by stock¬
holders on March 25 from 2,500,000 shares to 5,000,000
shares, and the preferred stock from 250,000 shares to
500,000 shares.

Food Fair Stores, Inc.
June 18 it was announced stockholders will vote Aug.
24 on increasing the authorized indebtedness from $25,-
000,000 to $35,000,000. In February, 1953, a $12,500,000
4% debenture issue was sold through Eastman, Dillon
& Co., New Yoijt. Proceeds — To refinance $12,500,000
outstanding 4% sinking fund debentures due Feb. 1,
1973, and for expansion.

• '
• ' ' "

1

General Beverage Canning Co. of Florida
June 15 it was reported company plans to issue and
sell 300,000 shares of common stock. Price—$1 per share.
Underwriters — Roman and Johnson, Fort Lauderdale,
Fla., and possibly Aetna Securities Corp., New York. "

General Beverage Canning Co. of Tennessee
June 15 it was reported company plans to sell around
300,000 to 400,000 shares of common stock. Price—$1
per share.. Underwriter — Elder & Co., Chattanooga,
Tenn.

Green River Steel Corp.
June 9 it was reported company is planning to issue
and sell $2,000,000 of 15-year first mortgage convertible
bonds. Underwriter—Equitable Securities Corp., Nash¬
ville, Tenn.

Indiana & Michigan Electric Co.
Jan. 27 it was announced company plans to sell around
November, 1954, an issue of about $16,500,000 first mort¬
gage bonds due 1984 and 40,000 shares of cumulative
preferred stock (par $100). Underwriter — To be de¬
termined by competitive bidding. Probable bidders: (1)
For bonds—Halsev, Stuart & Co. Inc.; Union Securities
Corp., Goldman, Sachs & Co. and White, Weld & Co.
(jointly); The First Boston Corp.; Harriman Ripley &
Co. inc.; Kuhn, Loeb & Co.; (2) for preferred—The First
Boston Corp.; Smith, Barney & Co.; Lehman Brothers;
Union Securities Corp. . .

it International Bank of Reconstruction and
Development ("World Bank")

June 23 it was reported this Bank may sell late this
year about $100,000,000 additional bonds. Underwriters
—Morgan Stanley & Co. and The First Boston Corp. and
associates.

Kansas City Power & Light Co.
March 8 it was announced that company may sell in ths
latter part of 1954 $16,000,000 first mortgage bonds. Pro¬
ceeds — To repay bank loans and for new construction.
Underwriters—To be determined by competitive bidding.
Probable bidders: Halsey, Stuart & Co. Inc.; Lehman

i Brothers and Bear, Stearns & Co. (jointly); Kuhn, Loeb
& Co., Salomon Bros. & Hutzler and Union Securitiei
Corp. (jointly); Glore, Forgan & Co.; Blyth & Co., Inc.
and The First Boston Corp. (jointly); White, Weld & Co.
and Shields & Co. (jointly); Harriman Ripley & Co., Inc.,
Equitable Securities Corp. Meeting—Stockholders on
April 27 aprpoved new financing.

Kentucky Utilities Co.
June 21 it was reported company plans , to issue and sell
$15,000,000 first mortgage bonds, series F. Underwriter
—To be determined by competitive bidding. Probable
bidders: Halsey, Stuart & Co. Inc.; Harriman Ripley &
Co. Inc.; The First Boston Corp. and Lehman Brothers
(jointly); Union Securities Corp. and Merrill Lyrich,
Pierce, Fenner & Beane (jointly); Blyth & Co., Inc.;
Kidder, Peabody & Co. and White, Weld & Co. (jointly);
Equitable Securities Corp. Bids — Expected to be're¬
ceived in October or November. •-

Kentucky Utilities Co. '
June 21 it was reported company plans to issue and sell
to its common stockholders some additional common

stock, either on a l-for-9 or an a l-for-10 basis.; At
April 30,, 1954, there were outstanding 2,286,784 shares.
Underwriters—Previous common stock offering, in April,
1953, was underwritten by Blyth & Co., Inc. and J. J. B.
Hilliard & Sons and associates. ; , / -v" , . U ; I >
Long Island Lighting Co.

April 20 it was announced company plans later in 1954
to issue $20,000,000 ^mortgage bonds. Proceeds—To
finance construction program. Underwriter—To be de¬
termined by competitive - bidding. Probable bidders:
Halsey, Stuart & Co. Inc.; W. C. Langley & Co.; Blyth
& Co., Inc. and The First Boston Corp. (jointly); Smith.
Barney & Co. •; T.

Louisville & Nashville RR.
Nov. 12 it was reported that the company may issue and
sell an issue of bonds late in 1954. Proceeds—To retire
$24,610,000 Atlanta, Knoxville & Cincinnati Division 4%
bonds due May 1, 1955, and for general corporate pur¬
poses. Underwriters—May be determined by competitive
bidding. Probable bidders: Halsey, Stuart & Co. Ind.f
Morgan Stanley & Co.; White, Weld & Co. and Salomon
Bros. & Hutzler (jointly).
• McBride Oil & Gas Corp. .

June 23 it was announced 1,500,000 shares of capital
stock will be publicly offered this month.' Price—$1 per
share. Proceeds—To finance improvements. Underwrite^
—Kramer, Makris & Co., Houston, Tex. ;:M

.

Mercantile National Bank of Dallas, Texas
June 16 it was announced bank plans to offer to: its
stockholders after June 30, -1954, 175,000 additional
shares of capital stock (par $10). Price — $22.50rpe*
share. Proceeds—To increase capital and surplus. . Un¬
derwriters — Previous offering was underwritten by
Rauscher, Pierce & Co. and First Southwest Co., both
of Dallas, Texas. • ,

Metropolitan Edison Co.
Dec. 16 it was reported company may sell in 1954 about
$3,500,000 first mortgage bonds due 1984. Proceeds—For
construction program. Underwriters—To be determined
by competitive bidding. Probable bidders: Halsey, Stuart
& Co. Inc.; White, Weld & Co.; Kidder, Peabody & Co.
and Drexel & Co. (jointly); Kuhn, Loeb & Co. and Salo¬
mon Bros. & Hutzler (jointly).
Minneapolis, St. Paul & Sault Ste. Marie RR.

(7/7)
Bids will be received by the company up to noon (CST)
on July 7 at First National-Soo Line Bldg., Minneapolis
2, Minn., for the purchase from it of $1,950,000 equip¬
ment trust certificates, series B, to be dated Aug. 1, 1954,
and to mature in 30 equal semi-annual installments to
and including Aug. 1, 1969. Probable bidders: Halsey,
Stuart & Co. Inc.; Salomon Bros. & Hutzler; Kidder,
Peabody & Co.; Blair, Rollins & Co. Inc.
Montana-Dakota Utilities Co.

March 17 it was reported that company plans to issue
and sell late this year some additional first mortgage
bonds. Proceeds—To repay bank loans and for new con¬
struction. Underwriter—To be determined by competi¬
tive bidding. Probable bidders: Halsey, Stuart & Co.
Tnc.; Blyth & Co., Inc., White, Weld & Co. and Merrill
Lynch, Pierce, Fenner & Beane (jointly); Blair, Rolling
& Co. Inc.

.
. • -

Mountain States Telephone & Telegraph Co. ' *
June 16 it was reported company plans to issue and sell
$20,000,000 of debentures. Proceeds— For construction
program. Underwriter—To be determined by compete
tive bidding. Probable bidders: Halsey, Stuart & Co.
Inc.; Dean Witter & Co. and Drexel & Co. (jointly);
Morgan Stanley & Co. Bids — Expected to be received
somtime in August. '
• National Fuel Gas Co.
June 25, L. A. Brown, President, announced that the
company plans to offer additional common stock to
common stockholders this Fall on a l-for-10 basis (with
an oversubscription privilege). Proceeds—For construc¬
tion program. Underwriter — None. Registration—Ex¬
pected in October, 1954.
• New England Electric System (9/28)
April 29 it was announced company plans to offer to
its common stockholders next Fall additional common
stock on a l-for-10 basis. There are outstanding
9,108,824 common shares. Proceeds — For construction
program of subsidiaries. Underwriters — To be deter¬
mined by competitive bidding. Probable bidders: Blyth
& Co., Inc., Lehman Brothers and Bear, Stearns & Co.
(jointly); Carl M. Loeb, Rhoades & Co., Ladenburg,
Thalmann & Co. and Wertheim & Co. (jointly); Merrill
Lynch, Pierce, Fenner & Beane, Kidder, Peabody & Co.
and White, Weld & Co. (jointly). Bids—Tentatively
expected to be received on Sept. 28.

New Jersey Power & Light Co.
Dec. 16 it was reported this company tentatively plan*
issue and sale in 1954 of about $3,000,000 first mortgage
bonds due 1984. Proceeds—To repay bank loans and for
new construction. Underwriters—To be determined by
competitive bidding. Probable bidders: Halsey, Stuart

Continued on page 46
I " '

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



46 (46) The Commercial^nd Financial Chronicle... Thursday, July 1, 1954

y Continued from page 45
■ & Co. Inc.; Kuhn, Loeb & Co. and Lehman Brothers
(jointly); Equitable Securities Corp.; Union Securities
Corp. and White, Weld & Co. (jointly); Merrill Lynch,
Pierce, Fenner & Beane.

New Orleans Public Service Inc.
Feb. 8 it was reported company plans to offer for sale
$6,000,000 of first mortgage bonds due 1984 late this
year. Underwriters—To be determined by competitive
bidding. Probable bidders: Halsey, Stuart & Co. Inc.;
Equitable Securities Corp.; Union Securities Corp. and
Harriman Ripley & Co. Inc. (jointly); Lehman Brothers;.
Kidder, Peabody & Co. and Stone & Webster Securities
Corp. (jointly); The First Boston Corp.; White, Weld &
Co.

New York, New Haven & Hartford RR.
May 26 it was reported company will offer and sell $6,-
600,000 equipment trust certificates due Jan. 1, 1955 to
1969, inclusive. Probable bidders: Halsey, Stuart & Co.
Inc.; Salomon Bros. & Hutzler; Kidder, Peabody & Co.;
Blair, Rollins & Co. Inc.
Northern Pacific Ry.

June 14 it was reported that company may consider a

refunding program in September. Underwriter—To be
determined by competitive bidding. Probable bidders:
Halsey, Stuart & Co. Inc.; Morgan Stanley & Co.; Blyth
& Co., Inc.

* Northern Pacific Ry. (7/20)
Bids are expected to be received by this company on
July 20 for the purchase from it of about $5,200,000
equipment trust certificates. Probable bidders: Halsey,
Stuart & Co. Inc.; Salomon Bros. & Hutzler; Kidder,
Peabody & Co.; Blair, Rollins & Co. Inc.

Northern States Power Co. (Minn.)
\ Feb. 8 it was reported company is planning the issuance

and sale of approximately $20,000,000 of first mortgage
bonds due 1984 in October of 1954. Underwriters — To
be determined by competitive bidding. Probable bid¬
ders: Halsey, Stuart & Co. Inc.; Lehman Brothers and
Riter & Co. (jointly); Smith, Barney & Co.; Glore,
Forgan & Co.; Merrill Lynch, Pierce, Fenner & Beane,
Kidder, Peabody & Co. and White, Weld & Co. (jointly);
Equitable Securities Corp. and Union Securities Corp.
(jointly); Kuhn, Loeb & Co., A. C. Allyn & Co. Inc. and
Wertheim & Co. (jointly). ,

Pacific Power & Light Co. (8/16)
May 25 it was reported company may issue and sell
about $30,000,000 of new bonds later this year. Proceeds
—To refund all outstanding Mountain States Power Co.
(merged with Pacific Power & Light Co. debt and for
new construction. Underwriters—To be determined by
competitive bidding. Probable bidders: Halsey, Stuart &
Co. Inc.; Blyth & Co., Inc. and White, Weld & Co. (joint¬
ly); Kidder, Peabody & Co.; Union Securities Corp.;
Lehman Brothers, Bear, Stearns & Co. and Salomon
Bros. & Hutzler (jointly). Bids—Expected to be re¬
ceived on or about Aug. 16.

Pembina Pipe Line Co. (Canada)
April 14 it was announced company has been granted
the right to obtain a permit to build a 72-mile pipe
line to transport crude oil from the Pembina Oil Field
in Alberta to Edmonton. Financing will be handled
jointly by Mannix Ltd. of Calgary, Dome Exploration
(Western) Ltd. of Toronto, and Carl M. Loeb. Rhoades
& Co. of New York.

Pioneer Natural Gas Co. (7/7)
June 14 it was reported holdings of 767,721 shares of
this company's capital stock (par $7.50) will soon be
sold by Sinclair Oil Corp. Bids—To be received by 11
a.m. (EDT) on July 7. The issue will not be sold pub¬
licly but will be offered to a limited number of pros-

* pective purchasers.

Public Service Co. of Colorado
April 12 it was reported company plans to finance its
1954 construction program through temporary bank
loans, with permanent financing delayed until later in
the year. Previously, the company had planned to float
an issue of $15,000,000 first mortgage bonds, due 1984,
early in 1954. Underwriters—To be determined by com¬
petitive bidding. Probable bidders: Halsey, Stuart & Co.
Inc., Kuhn, Loeb & Co.; The First Boston Corp.; Harris,
Hall & Co. Inc.; Harriman Ripley & Co., Inc. and Union

Securities Corp. (jointly); Lehman Brothers; Kidder,
Peabody & Co.; Blyth & Co., Inc. and Smith, Barney &
Co. (jointly).

Puget Sound Power & Light Co.
April 5 the directors approved a program designed to
refund the company'!? long-term debt. Bidders may in¬
clude Halsey, Stuart & Co. Inc.; Lehman Brothers; Stone
& Webster Securities Corp.
Resources of Canada Investment Fund, Ltd.

April 27 the SEC authorized the company to register as r

an investment concern and to make a public offering of
securities in the United States.

Ritter Finance Co.
June 8 it was announced stockholders will on Aug. 17
vote on increasing the authorized preferred stock (par
$50) from 14,000 shares to 50,000 shares, and the author¬
ized class B common (par $1) from 950,000 shares to 2,-
000,000 shares. Underwriter—Stroud & Co., Inc., Phila¬
delphia, Pa. i

Rochester Gas & Electric Corp.
May 17 it was reported company may issue and sell this
year some additional bonds and preferred stock. Pro¬
ceeds— For new construction. Underwriters—(1) For
bonds to be determined by competitive bidding.- Prob¬
able bidders: Halsey, Stuart & Co. Inc.; Kidder, Pea¬
body & Co. and White, Weld & Co. (jointly); Salomon
Bros. & Hutzler; Shields & Co.; Blyth & Co., Inc.; The
First Boston Corp.; Union Securities Corp. and Equit¬
able Securities Corp. (jointly). (2) For preferred stock,
The First Boston Corp.

San Diego Gas & Electric Co.
April 28 it was reported company plans to offer late
in 1954 (probably first to stockholders) 800,000 shares of
additional common stock. Underwriter — Blyth & Co.,
Inc., San Francisco and New York.

St. Joseph Light & Power Co.
March 30, C. A. Semrad, President, announced that th$
company may raise new money this year through the
sale of $1,000,000 first mortgage bonds or from tempo¬
rary bank loans for its 1954 construction prqgram, which,
it is estimated, will cost $1,661,000. Underwriters—May
be determined by competitive bidding. Probable bid¬
ders: Halsey, Stuart & Co. Inc.; Smith, Barney & Co.,
and Glore, Forgan & Co. (jointly); Union Securities-
Corp.; White, Weld & Co.; Equitable Securities Corp.
Scott Paper Co.

April 27 stockholders approved proposals which in¬
creased the authorized common stock from 5,000,000 to
10,000,000 shares and the authorized indebtedness of
the company from $25,000,000 to $50,000,000. The
company has no specific financing program. Under¬
writers—Previous offering of $24,952,800 3% convertible
debentures, in September, 1953, was underwritten by
Drexel & Co., Smith, Barney & Co. and Merrill Lynch,
Pierce, Fenner & Beane. -

• Seattle Trust & Savings Bank (Wash.)
June 16 it was announced that stockholders of record
June 23 will be offered rights to subscribe on or before
July 18 for 2,000 additional shares of $50 par capital
stock on basis of one new share for each eight shares
held. Price—At not less than $85 per share. .

if Shasta Water Co.
June 24 it was reported the directors plans to issue and
sell some additional common stock (par $2.50), probably
between 20,000 and 40,000 shares.

Southern California Edison Co.
June 4, Harold Quentin, President, may sell later this
year $25,000,000 of bonds or preferred stock. Proceeds—
For construction program. Underwriters — (1) For
bonds, to be determined by competitive bidding. Prob¬
able bidders: Halsey, Stuart & Co. Inc.; Kuhn, Loeb &
Co.; Blyth & Co., Inc.; The First Boston Corp. and Dean
Witter & Co. (jointly). (2) For preferred stock, previous
financing was handled by The First Boston Corp. and
Dean Witter & Co. (jointly). :

Standard Coil Products Co.
June 21 it was reported an issue of about 200,000 shares
of common stock will be registered with the SEC. Price
—To be named later. Proceeds—To selling stockholders.
Underwriters—A. C. Allyn & Co. Inc. and Dempsey &
Co., both of Chicago, 111.

Tennessee Gas Transmission Co. A
May 24- it was reported company plans issuance and sale
of $20,000,000 of debentures later in 1954 (in addition
to $25,000,000 bonds filed May 26 with SEC). Proceeds—
For new. construction. Underwiters—To be determined

by competitive bidding. Probable bidders: Halsey,
Stuart & Co. Inc.; Stone & Webster Securities Corp. and
White, Weld & Co. (jointly).
Trans-Canada Pipe Lines, Ltd.

March 26 it was annouced that the cost of the building
of the proposed cross-Canada gas pipeline would be ap¬
proximately $292,000,000, which would be financed
through the issuance of about $36,500,000 each of com- .-}
mon stock and debentures and $219,000,000 of first mort- \
gage bonds. Underwriters—Lehman Brothers and Wood, p
Gundy & Co., Inc., both of New York. ,

Transcontinental Gas Pipe Line Corp. y
March 16 it was reported company plans later this year
to do some permanent financing to repay temporary !
bank loans necessary to pay for new construction esti-
matecl; to cost about $11,000,000 for 1954. Underwriters—
White, .Weld & Co. and Stone & Webster Securities
Corp.*both of New York. ;
Tri-Continental Corp.

March 30 stockholders voted to reclassify 500,000 shares
of presently authorized but unissued $6 cumulative pre- i
ferred stock, without par value, into 1,000,000 shares of a
new class of preferred stock, $50 par value, making
possible a refunding of the outstanding $6 preferred '
stock at an appropriate time, when conditions warrant
Underwriter—Union Securities Corp., $ew York.
if United States Steel Corp.
June; 29, Benjamin F. Fairless, Chairman, announced
that the corporation will sell $300,000,000 of serial de- -

benhires maturing in one to 10 years, of which $225,- *
000,0'p0 principal amount will be offered publicly and
$75,000,000 reserved for offering to the United States
Steel & Carnegie Pension Fund, trustee of a pension
fund-established for the benefit of United States Steel f
Corpbemployees. Proceeds—To restore in part working >
capital expended in recent years in the corporation's !
expansion and modernization program; Underwriter—I
Morgan Stanley & Co., New York. Registration—Will be *

made as soon as possible. " • ...

if Valley National Bank of Arizona (7/7)
June 23 it was announced Bank plans to offer 200,000
additional shares of capital stock-(par $5) to stock¬
holders of record July 7 on a l-for-5 basis; rights to ex- -

pire on July 23. Price—$22 per share. Proceeds—To in¬
crease capital and surplus. Underwriters — William R.
&taa&*$t Co. and Blyth & Co., Inc..
Welex Jet Services, Inc.

June 14 it was reported company may in September
announce plans to issue and sell additional common h
stock to stockholders. Underwriter—If underwritten, it
may be Laird & Co., Wilmington, Del. Two previous1
offerings to stockholders were not underwritten. .

West Coast Transmission Co.
Oct. 14, 1953, it was announced company now plans to
issue $29,000,000 in l-to-S^-year serial notes; $71,000.,000
in 20-year, first mortgage bonds; and $24,440,000 in sub¬
ordinated long-term debentures and 4,100,000 shares of
common stock to be sold to the public. Proceeds—To
finance construction of a natural gas pipe line from the
Canadian Peace River field to western Washington and
Oregon. Underwriter—Eastman, Dillon & Co., New York.
Western Pacific RR. Co.

June 4 it was announced stockholders will vote June 30
on approving a proposal to allow company to sell first
ancTrefunding bonds without obtaining approval of
preferred stockholders. It is planned to issue and sell
$6,500,000 of these bonds. Proceeds— To reimburse
company for capital expenditures already made and for
future improvements. Underwriters — May be deter-
miaeu by competitive bidding. Probable bidders: Halsey,
Stu&rt- & Co. Inc.; Union Securities Corp. and Glore.
Forgan"& Co. (jointly); Blyth & Co., Inc.; Lehman
Broilers and Bear, Stearns & Co. (jointly).
ir Wheeling Electric Co.
June* 28 it was announced company plans permanent
finriacing. Proceeds—To retire bank loans. Underwrit¬
er—previous bond financing in 1922 was handled by'

Read & Co. Inc.
.

This week brought something of
a mixture of the bitter and the
sweet for underwriters. A Triple
A rated utility bond issue, "street-
size," was brought out on a 3%
yield basis, and snapped up
quickly.
But a single A rated offering of

debentures, priced to yield ap¬
proximately 3.40%, encountered a

reluctant market and was last re¬
ported to be dragging its heels.

Up to this point the full impact
of the Federal Reserve Board's

action in reducing member banks'
reserve requirements, which was
followed by similar action for
State banks in New York, ap¬
parently has not made itself felt
in the basic money market.
But financial officers for some

of the larger recurrent borrowers
of capital funds are losing no time
in taking cognizance of its import.
This became apparent with the
announcement by General Motors
Acceptance Corp., of plans to re¬
finance $127,500,000 of its out¬

standing obligations bearing 2*4%
and 3%% coupons.

The big financing organization
filed this week to sell $150,000,000
of new debentures, equally
divided in 10- and 15-year ma¬

turities, but filing the necessary
registration with the Securities

and Exchange Commission.
It will use the proceeds largely

to anticipate $87,500,000 of 2J/4%

debentures due April 1, 1955 and
$40,000,000 of 3%% notes, due
May 1, 1965. The balance will be
added to working capital. It sold
$150,000,000 or 3%% debentures,
due 1961, last September.

i

Opposite Tacks

Duquesne Light Co.'s $16,000,000
of new 3%% bonds, for which
bidding was close, were taken up

quickly when reoffered publicly
at 102.461 for a yield of 3%.

A large New York bank which

handles several pension funds,
plus a number of California funds,
touched off the demand for this

one which was reported over¬

subscribed in short order.

Columbia Gas System's single
A debentures, however, for a

total of $40,000,000, when re-

offered as 3V2S, priced at 101%,
to yield 3.40%, were reported as

slow. This issue taad the handicap
of a wide spread/in bids to over¬

come, the indicated "cover" being
figured as about $11.50 a bond.

! The FinalChapter
JEj,...

The Reconstruction Finance
Corp.'s sale of itsjioldings of $64,-
000,000 of Baltimore & Ohio Rail¬
road collateral trust bonds, wrote
"finesse" to thiS Operation which
had been the center of much con¬

troversy over the, years.

Only a little while back the
now defunct. federal lending
agency received offer of 85*4
for the large block of heavily se¬
cured bonds. Biji it turned this
down, and seemingly with justifi¬
cation. |
For as things worked out, it has

realized an average price of about
95% for the bundle, with the
issuer having purchased back a

little over $4^006^600 of the total.

Limited Calendar
The new issue calendar reveals

evidence of seasonal shrinkage as
as we move into the summer

season, although there, are indica¬
tions that things could pick up
now that corporations are eying
the high-coupons on some issues
floated within the last year or so.
If money conditions should ease

materially, a certain amount of
refinancing of such offerings is
almost sure to be attempted. But
for the moment the situation is
slow.
Next week's largest undertaking

will involve $20,000,000 of bonds
and 80,000 shares of preferred
stock of southwestern Public
Service Co., a negotiated deal.
Two others, one an offering of

690,062 shares of Long Island
Lighting Co. common, and the
other 121,440 shares of Bullard
Co.,- will - be made initially to
stockholders, with banking groups
"standing by."
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Strength in Business Activity Continues
Business Survey Committee of National Association of Pur¬
chasing Agents says orders are supporting production, and
stability and strength are indicated in industrial material

markets.

A composite opinion of purchas¬
ing agents who comprise the Na¬
tional Association of Purchasing
Lgents Business Survey Commit-

tee whose
Chairman is

Robert C.
Swan ton, Di¬
rector of Purr

chases, W i n-
c h e s ter Re¬

peating Arms
Co., New Ha-
v e n,1 C o n n.,
find that the

trend to level

off and im¬

prove business
activity,which
started in

Robert C. Swanton March, was
well m a l n-

Itained in June. Production inched

up over May, and orders are re¬

ported to be fully supporting the
production increases. Some of the
new June business is attributed to
advance orders to cover require¬
ments while supplier organiza¬
tions are on July vacation. Stabil¬
ity and strength are indicated in
industrial material markets.Stocks
of purchased materials 1 are re¬

ported sharply down from May,
when there was evidence that
much of the industrial inventory
adjustment had been made. Em¬

ployment is up a bit over May;
75% report holding the previous
month's enrollment or increasing,
compared to 53% so reporting in
January. Buying policy is still in
a conservative short range.

Nothing appears in the June re¬

ports that changes the mildly op¬
timistic view of purchasing exec¬
utives expressed in the past two
months. Allowing for the plant
vacations in July and August,
Purchasing Agents' opinion is that
the third quarter will continue to
show a gradual increase in indus¬
trial activity,

- •'; . . . . . .• i • '

Commodity Prices

.Some strength, but more stabil¬
ity, characterizes the committee
members' views of the industrial

rqaterial price structure in June;
the lowest number this year re¬

port that decreases are outbal¬
anced by increases. With most
materials readily available, allow¬
ing more time to negotiate, buyers
are finding it profitable to en¬

courage broader competition. Very
little interest is indicated in the

possibility of increased steel wages
setting a general pattern for price
increases. Purchasing Agents look
for competition to keep steel
prices in line; but they probably
will hold firm through the Sum¬
mer.

Inventories

The slight indication that un-

worked material inventories were

tending to stabilize, reported in
May, is not confirmed in the June
survey. The effort to reduce stocks
continues at about the same rate
as earlier in the year. The rea¬
sons: midyear inventory taking,
vacations, ready availability, ac¬
cent on turnover. The possibility
of a steel strike seems to be pretty
well discounted by large steel
buyers.

Employment

Just a little better than May,
but much improved over January.
Many industrial layoffs are find¬
ing outdoor work. Students are

having difficulty getting jobs. A
ripple of cutbacks on government
orders is the cause of some of the
new unemployment. Productivity
is showing improvement. Labor
turnover is low.

Buying Policy

Practically no charige is re¬

ported in the conservative buying
range, of hand-to-mouth to 60

days, which has been the major
policy for many months. A few
have extended from 30-to-60 into
the 30-to-90 day range. With
most materials easy to come by,
and inventory curtailment policy
continuing, this short-range pro¬
curement policy is expected to
follow through the Summer.

Canada

Canadian reports in the June
survey are not as optimistic as
those from the States. Production
and orders are lower than in May,
and lower by comparison with
June in the United States; this is
a reversal of the May report.
Prices show stability but not
strength. Inventories are about in
line; so is employment, but, turn¬
ing from a longer-range buying
policy, Canadian Purchasing
Agents are taking a closer view
than members in the States. Im¬

provement is expected this Sum¬
mer.

Bankers Offer Florida with g. h. Walker & Co.

Production for Use vs. Profit
July issue of "The Guaranty Survey," published by the
Guaranty Trust Company of New York, points out in a free
market economy the people vote constantly for and against

thousands of competing goods and services.

An editorial article entitled

"Production for Use," in the July
issue of "The Guaranty Survey,"
monthly publication of the Guar¬
anty Trust Company of New York,
attacks the "time-worn dictum
that goods should be produced di¬
rectly for use, and not for sale at
a profit," and points out that, un¬
der a free market economy such
as exists here, there is no antag¬
onism between production for
"use" and production for "profit."
"A free-market economy is the

most perfect possible example of
rule by the will of the people,"
the article states, adding: "Po¬
litical democracy has nothing to
approximate it. In a political
democracy the people vote pe¬

riodically or occasionally for and
against a few candidates or issues
at a time. In a free-market dfcon-

omy they vote constantly for and
against thousands of competing
goods and services. Their votes,
instead of being merely affirma¬
tive or negative, express minute
gradations of preference, and
these gradations shift not only
daily but hourly.
"Advocates of production for

'use' seem to think that the deci¬
sions of bureaucrats would come

closer to expressing the people's
will in economic matters than do
the votes actually cast by the peo¬

ple in the form of price offers. An
army of bureaucrats, completely
dedicated to what they believed
to be the people's will, swayed by
no consideration of personal ad¬
vantage or favoritism, and en¬
dowed with as much intelligence
and ability as are granted to
human creatures, could not even

remotely approach the exactness
with which the bewildering com¬

plex of popular wants and prefer¬
ences is expressed by the people
themselves in their buying prac¬

tices, and is served by business
concerns competing for the con¬
sumer's dollar.

"Indignation is sometimes voiced
at the fact that the output of each
commodity and service is limited
to the amount that can be sold at
a profit, when it is evident that
the people's wants are far from
being completely satisfied. Those
who take this attitude forget that
it is not in the order of nature
that people's wants ever should
be completely satisfied under any
conceivable system of production.
The productivity of industry is
large and increasing, but it is not
and can never be unlimited. A
consumer can enjoy one satisfac¬
tion only by foregoing others.
Wants must be satisfied in the

order of their urgency, with due
regard to the relative costs of
satisfying them. When the rela¬
tive cost of the satisfaction ex¬

ceeds the relative urgency of the
want, it becomes unprofitable to
produce more of the commodity
or serivce in question. This is
only another way of saying that,
costs being considered, the con¬
sumer prefers to spend his money
for something else.
"Much of the confusion that

gives rise to such ideas as that of

production for 'use' is probably
due to the complexities of modern
economic society. Viewing these
complexities, the observer tends
to lose sight of the comparatively
simple principles underlying them.
He cannot see the forest for the
trees. He forgets that the com¬

plexities are matters of organiza¬
tional detail. They are necessary
in the interests of efficiency, but
they do not essentially alter the
fundamental realities of economic
life.

"Actually, there is no , conflict
between production for use and
production for sale at a profit.
The latter is production for use.
The sale at a profit is only the
monetary expression of the rela¬
tionship between the usefulness
of the product and the cost of
producing it."

Federal Land Bank

Bonds to Be Redeemed
R. B. Tootell, Governor of the

Farm Credit Administration, an¬
nounces that the Federal Land
Banks are completing arrange¬
ments for the redemption as of
Aug. 1, 1954, of all outstanding
consolidated Federal Farm Loan

2lA% bonds of Feb. 1, 1953-55.

Mr. Tootell stated that funds for
this purpose are to be obtained
chiefly from the proceeds of a

public offering of consolidated
Federal Farm Loan bonds, the de¬
tails of which will be announced
at a later date.

CONSOLIDATED

NATURAL GAS

COMPANY

30 Rockefeller Plaza

New York 20, N. Y.

Dividend No. 26

The board of directors

has this day declared a regular
quarterly cash dividend of Sixty-
Two and One-IfalfCents(62I/2(i)
per share on the capital stock of
the Company, payable on August
16, 1954, to stockholders of rec¬
ord at the close of business July
15, 1954.

'

R. E. PALMER; Secretary

June 24, 1954

Merrill Lynch, Pierce, Fenner &
Beane and Kidder, Peabody & Co.
jointly head two syndicates which
are offering 245,000 shares of
common stock and 50,000 shares of
4.32% cumulative preferred stock,
series D, of Florida Power &
Light Co. The common stock is
priced at $47 per share, and the
preferred stock at $102 a share, to
yield 4.235%.
Net proceeds from the sale of

these shares will be used by the
company to pay short term bank
loans estimated not to exceed $5,-
500,000, incurred prior to the sale
of the securities; to provide addi¬
tional electric and gas facilities
and for other corporate purposes.
Florida Power & Light Co. is

engaged in supplying electricity
and gas entirely within the State
of Florida. It is not i,n direct com¬
petition with any privately or©
publicly owned utility company,
and about 97% of its total operat¬
ing revenue is electric. The aver¬

age number of all customers of
the company was 441,862 for the
12 months ended April 30, 1954,
compared with 429,702 for the
year 1953.
For the 12 months ended April

30, 1954, total operating revenues
of the company were $72,946,000
and net income was of $9,144,000,
equal, after preferred dividends,
to $3.34 per common share. For
the year 1953, total operating
revenues were $69,597,000 and net
income was $8,392,000, equal after
preferred dividends, to $3.07 per
common share.

(Special to The Financial Chronicle)

BOSTON, Mass. — Gerard A.
McCue is now with G. H. Walker
& Co. He was formerly with
Goodbody & Co.

With Renyx, Field
(Special to The Financial Chronicle)

NEW ORLEANS, La. — William
W. Ellis, Jr., has become con¬

nected with Renyx, Field & Co.,
Inc.

DIVIDEND NOTICES

DIVIDEND NOTICES

COMBUSTION ENGINEERING,
INC.

Dividend No. 203
A quarterly dividend of Seventy-five Cents

(75c) per share on all the outstanding stock
of the Company has been declared payable
August 3, 1954 to stockholders of record at the
close of business July 15, 1954.
Second quarterly dividends in recent years

have been paid on or about July 29. Payment
this year has been postponed past the normal
payment date so that stockholders can benefit
if proposed easing of taxes on dividends be¬
comes law and is effective on payments after
July 31.

OTTO W. STRAUSS,
Vice President and Treasurer.

OTIS
ELEVATOR

COMPANY

Common Dividend No. 189

A dividend of $.62|/2 per share
on the no par value Common
Stock has been declared, payable
August 2, 1954, to stockholders
of record at the close of business

on July 2, 1954.
Checks will be mailed.

H. R. Fardwell, Treasurer
New York, June 23, 1954.

Ilililliilllillllllii

LONG ISLAND LIGHTING COMPANY

Notice of '

Quarterly
Dividend

COMMON STOCK

The Board of Directors has declared a

quarterly dividend of 25 cents per share
on the Company's Common Stock, payable
August 1, 1954 to stockholders of record
at the close of business on July 2, 1954.
This dividend will not be distributed to

holders of the old Preferred and Common

Stocks of the Company (or Certificates of
Deposit for said Stocks) or to holders of
the old Preferred Stocks of Queens Bor¬
ough Gas and Electric Company and Nas¬
sau & Suffolk Lighting Company until
such shares have been surrendered and

exchanged for the new Common Stock.

VINCENT T. MILES
Treasurer

June 23, 1954

DIVIDEND NOTICES

Wichita River Oil
Corporation

On June 25, 1954, at a special meeting of
the Board of Directors of Wichita River Oil
Corporation, a dividend of 10^ per share on
the $1.00 par value Common Capital Stock
of the Corporation was declared payable on
August 16, 1954, to stockholders of record
as at the close of business on July 16, 1954.

Joseph F. Martin,
June 28, 1954. President.

Vanadium Corporation
. of America

420 Lexington Avenue, New York 17

Dividend Notice
At a meeting of the Board of Di¬

rectors held today, a dividend of sixty
cents per share was declared on the capi¬
tal stock of the Corporation, payable
August 17, 1954, to stockholders of record
at 3:30 o'clock, p. m., August 6, 1954.
Checks will be mailed.

B. O. BRAND, Secretary.
Dated June 22, 1954.

At a meeting of the Board of Direc¬
tors of The Gamewell Company, held
today, Tuesday, June 29, 1954 a divi¬
dend of $.35 cents per share and an

extra dividend of $.60 cents per share
was declared both payable August 2,
1954 to stockholders of record at the
close of business on July 21, 1954.

W. C. Beck, Treasurer

YALE &TOWNE
^ DECLARES

266th DIVIDEND

SOfi PER SHARE

On June 24, 1954,

dividend No. 266 of

fifty cents (50$) per

share was declared

by the Board of Di¬
rectors out of past

earnings, payable on

Oct. I, 1954, to stock¬
holders of record at

the close of business

Sept. 10, 1954.

F. DUNNING

j Executive Vice-President
and Secretary

THE YALE & TOWNE MFG. CO.

Cash dividends paid in every year since 1899

SOUTHERN STATES

Iron Roofing Company
SAVANNAH. GEORGIA

Dividend on Preferred Stock
A quarterly dividend

of thirty-one and one-

quarter cents (31.25c) per
share on the Preferred
Stock of this Company
has been declared, pay¬
able on July 1, 1954, to
stockholders of record at

the close of business on

June 21, 1954.

Ross G. Allen
Secretary and Treasurer
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Belund-the-Scene Interpretations
from the Nation's Capital

(
And You

BUSINESS BUZZ

WASHINGTON, D.C. — Con¬
gress is about to demonstrate,
probably with the approval of
the President, that the age of

'

miracles is no monopoly of the
.scientists, whether they be
poetry-loving and politically
naive, or hard-headed and wise.
Congress is going to show—

and this is its" own opinion—
that when it really sets to work
on a most difficult domestic

problem, it cannot only solve
that problem but can with a few
strokes of the pen work enor¬
mous collateral benefits for
other foreign and domestic
problems.
The problem is the farm com¬

modity surpluses accumulated
as a consequence of price-sup¬
porting operations. There are
now nearly $3 billion of these
surpluses accumulated in gov-
vernment-owned and rented
warehouses. Another $3 billion
of commodities under loan are

likely to end up in these ware¬
houses unless there is another
war to give the government an
excuse as happened during War
II to give away tobacco, bread,
cotton, wool, clover seed, butter,
and so on to allies, gallant or

otherwise, and bail the Com¬
modity Credit Corp., out from
its losses.

Or there could be something
else. Congress thinks it has this
something else. It is Senate Bill
2475 styled the "Agricultural
Trade Development and Assist¬
ance Act of 1954."

This bill, as the debate in the
House disclosed, contains in the
opinion of the honorable mem¬

bers, a few simple provisions.
Point No. 1 in the miracle

proposition is the plan to sell
.surplus farm commodities for
foreign currencies.
When the Indians or Indo¬

nesians, the French or the Hot-
tentors, have spent every U. S.
■dollar they can raise for the
purpose to buy American farm
commodities they want, then
normally, they could purchase
no more.

But, ah! That's where you are

wrong. Uncle Sammy would
■come in and sell additional sur¬

plus farm commodities for
rupees or francs, sea shells or

pretty stones, or whatever the
foreigners were using for
money.

Springs From MSA Act
This idea sprang from an

amendment of last year to the
Mutual Security Act. Last year
Congress allowed MSA to sell
$250 million of farm commodi¬
ties for foreign currencies.
These foreign currencies, how¬
ever, could be spent directly in
countries in which America was

building bases and training
foreign military personnel, to
Lelp pay some of the local ex¬
penses of the foreign aid opera¬
tion. Most of the $250 million
has been allotted, so Congress
got the idea that here was a

.gimmick with possibilities.
I So they set out to use it, but
pre carrying the idea farther
than merely offsetting some of
the costs of foreign military aid
by trading surplus commodities
to help pay for the aid. This is
going to be a straight sale of
surpluses for foreign currencies,
the better to get rid of sure

pluses, "strengthen the econo¬
mies" of foreign countries, btilid
-up good will, and enhance the
illusion that because the United
States follows the leads of it£
allies, it is a great present day
-world leader in the fight to se¬

cure the free world against
communism.

Reimburses Commodity Credit

. Initially, in the bill about
to become law, Congress will
reimburse Commodity Credit in
appropriated dollars for the sea
shells, pretty stones, francs, or

■ rupees, because with such coin
of other realms Commodity
Credit cannot balance its books
and show the true low cost of

price support operations. This
was exactly the same procedure
used when farm surpluses of a

previous decade were worked
off under Lend-Lease, UNRRA,
Greco-Turkish aid, and so on,
to the tune of more than $15
billion.

Say Cost Is Nil
! Any idea that this is going to-
cost the taxpayer money, how¬
ever, is nonsense, or at least that
was the tenor of the

. over¬

whelming number of opinions
expressed in the House debate
on the bill.

For these foreign currencies
can be used to buy critical and.
strategic materials needed for
the U. S. critical stockpile,
thereby avoiding for the tax¬
payer the necessity for appro¬

priating such sums for the stra¬
tegic stockpile. (No , mention
was made of the fact that the

government is currently em¬

barking upon a metals and
minerals price support program
because such materials are in

danger, like farm commodities,
of falling in price without gov¬
ernment support.)
However, the collateral bene¬

fits of this kind of an operation
are of a benefit which defies
the imagination, according to
the debate. Senator Andrew F.

Schoeppel (R., Kans.) was

quoted along this line, in the
course of the House debate.
The currencies acquired will

become a huge revolving fund
of capital which the free world
needs for its expansion, quoth
Senator Andy. The Senator
furnished a hypothetical illus¬
tration of how this would work.

"(1) We sell $100 million
worth of wheat to Japan for
yen.

"(2) We loan the yen to In¬
dia to buy Japanese industrial

; products for Indian's economic
development.
"(3) We accept Indian rupees

in repayment of that loan.
"

"(4) We use these rupees for
any of the purposes of the act,
including the purchase of stra¬
tegic materials."

Thus the new "Agricultural
Trade Development and Assist¬
ance Act Of 1954 appears to be
the

, most ingenious invention
since the Federal Reserve Sys¬
tem, which provided that money
spent could be treated as assets,
and these assets could secure

loans of further money for
further spending to create more
assets for further spending, etc.
(For further explanation read- ,

ers are referred to the Hon.
Andrew F. Schoeppel, United
States Senate, Washington, D.C.,

I and not to this correspondent.)
1 Avoids Economic Sins

Furthermore, these benefits of
surplus disposal and strength¬
ening the economies of foreign
countries, building up good will ,

; toward the United States, feed- •'<
; ing the world's hungry, creat- *
: ing a future larger market for
« American farm commodities (all ;
' explicitly listed in the interest-
! ing House debate of June 15),*
is going to avoid two obvious *

'*1 had a feeling when he said he was a big wheel in the
market I should have asked 'which market'?"

economic sins, the honorable
members stated at innumerable

points in the debate:

(1) Private trade is going to
be used to the maximum extent

possible and commercial exports
of the United States are not go¬
ing to be displaced by this op¬
eration.

(2) The United States is not

going to use this device to dis¬
place or compete unfairly with
the commercial exports of
friendly countries. In other
words, nothing under this pro¬

gram wM be done to wrinkle the
brows of the Canadians with
their present mountain of wheat,
or the Australians, or the Af-
gentinos (believe it or not).

- Sums Up Sentiment

With only one notable excep¬

tion, every member who arose
on the floor to discuss this new

program commended the Agri¬
culture committee for its for¬

ward-looking program. Rep.
Richard H. Poff (R., Va.), gave
the bill a puff which expressed
the total sentiments of the en¬

tire House when he said:

■- "I want to commend the gen¬
tleman and all the authors and

patrons of this legislation and
the committees of both Houses
for at long last coming to grips
with the problem to which we

have too long closed our eyes
in the vain hope that it would
somehow simply solve itself."

Other Simple Provisions

The sale of surpluses for for¬
eign currency is the principal
but not the only miracle made
possible by the new legislation.
The President has authority
equivalent to the value of $300
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the best means of solving the
surplus food problem. j

[This column is intended to re¬

flect the "behind the scene" inter¬

pretation from the nation's Capital
and may or may not coincide with
the "Chronicle's" own views.]

million worth of CCC commod¬
ities to give away these com¬
modities for foreign emergen¬

cies, such as the famine in In¬
dia of a couple of years ago. He
can also authorize CARE or any

non-profit foreign charity to
distribute these commodities for
the benefit of the needy poor.
In other words, foreign coun¬
tries do not need to surrender
either their U. S. dollars or their
own currencies, for if they make
a case, they can get it for free.
On the domestic front the

surplus commodities would be
made even more freely avail¬
able. At present school lunches
can get surplus commodities un¬

der one piece of law or other¬
wise if there is danger the com¬
modities will spoil. The latter
limitation is withdrawn from
law. And these commodities
under the new program can be
distributed free to any state or
Federal institution or public
hospital. Where unemployment
is above normal, the President
can give away food commodi¬
ties in surplus.

The Rotten Apple
• In every House, as in every

barrel, there is, so to speak, a
"rotten apple." Rep. Karl C.
King (R., Pa.) added the one
sour note:

"I want to point out to you,"
said Mr. King, "that the pro¬

visions in this bill dealing with
domestic distribution put the

finishing touches on the per¬

fection of the purest socialistic

scheme ever perpetuated on this

country."

He suggested that a national

campaign to promote obesity as

Agricultural Price Policy and In¬
ternational Trade — D. Gale

Johnson—International Finance

Section, Department of Eco¬
nomics and Social Institutions,
Princeton University, Princeton,
N. J. (paper), copies on re¬

quest.

American Bureau of Metal Sta¬
tistics—33rd annual year book-^-
American Bureau of Metal StTa-

tistics, 50 Broadway, New York;
: 4, N. Y. (paper), $3.
Bituminous Coal Annual— Facta
and figures on the industry—.
Bituminous Coal Institute,
Southern Building, Washington
5, D. C. (paper). -

Executive Skill: What Makes a

Good Administrator?—Professor
Robert L. Katz—Director of Re¬

search, Amos Tuck School of
Business Administration, Dart¬
mouth College, Hanover, N. H.
(paper), copies on request.

Labor and Industry in Britain:
Quarterly review of economic
and social developments—Brit¬
ish Information Services, 30
Rockefeller Flaza, New York 29,
N. Y. (paper). ;

Legal Aspects of a Corporate Gift
in Support of Higher Education
—Council for Financial Aid to

Education, Inc., 6 East 45th
Street, New York 17, N. Y*
(paper).

Medical History of the Second
World War: Vol. 1 —Medicine-
& Pathology—Z. Zacha^y Cope
—British Information Services*
30 Rockefeller Plaza, New York
20, N. Y.—$11.

Operating Results of Department
and Specialty Stores in 1953—
Malcolm P. McNair— Harvard!
Business School, Soldiers Field*
Boston 63, Mass. (paper), $4.

Problems of International Con¬

vertibility—Creditanstalt-Bank-
verein, Vienna, Austria (paper).

Treasury and the Money Market,.
The—Publications Division,Fed¬
eral Reserve Bank of New York*
33 Liberty Street, New York
45, N. Y. (paper), copies on re¬

quest.

War in France and Flanders 1939-
, 1940—Major L. F. Ellis—Brit¬
ish Information Services, 30)
Rockefeller Plaza, New York
20, N. Y.—$8.75.

We suggest to investors seeking
a liberal return and

«

potential growth

SNAP-0N-T0GLS
CORPORATION

CAPITAL STOCK

Report available

LERNER & CO.
Investment Securities

10 Post Office Square, Boston 9, Mass.
■ Telephone * Teletype
Htlbbard 2-1990 BS<&

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis




