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EDIT EDITORIAL

-As We See It

It is as yet too soon to undertake. anything in
the nature of a definitive appraisal of the record
of the Eisenhower ‘Administration in the 83rd
Congress. Too much uncertainty still exists as re-
gards the final disposition of a number of im-
portant .pieces of legislation, and too much ob-
seurity at this time surrounds therprecise terms
of complex legislation still subject to alteration
in the final steps of passage to the statute books
of the nation. The outcome is apparently rather
certain fo contain some constructive achievements
and fully as certain to carry a good deal that
sober reflection suggests should not become law.
Though far from flawless, the measures now ap-
parently scheduled for passage are, it would ap-
pear, less burdened with the anti-business venom
and the socialistic slants than have been most
legislative programs. of recent years, but how
great or how vital the difference remains for the
future to disclose.

Meanwhlle the closing days of this session of
Congress have furnished a forceful reminder of
some of the shortcomings of “politics” and of the
defects of the practical workings of democracy as
practiced in this country—and, if the truth be
told, as practiced anywhere in the world. One
need but review the career of the pending tax
bill to be reminded once again that fiscal states-
manship is always in danger from the’ ordinary
garden variety of politics. Here is a measure which
has been undertaken with the hearty and hard-
working cooperation of many: specialists to give
the country a carefully drawn tax system con-
sistent within itself and effective from an admin-
istrative standpoint. It also in an extremely, even

Continued on page 39
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How Realistic Is Our
Foreign Economic Policy?

By HON. FRANK CARLSON*
U. S. Senator from Kansas

Senator Carlson covers the whole field of foreign trade

, policy in both its domestic and.international aspects.

Says first plank in our foreign economic policy should
be a sound dynamic and progressive domestic ‘policy .
and cities responsibilities of Federal Government under
the Full Employment Act. Lists as objectives of our
foreign economic program: (1) curtailment of foreign
financial aid; (2) encouragement of private investment
abroad; (3) facilitation of currency convertibility, and
(4) expansnon of our foreign trade. Concludes our for-
eign policy is realistic and should be tested by the degree
in ‘which it results in a higher level of two-way trade.

By Ilmltmg ourselves to the question of how realistic
our policy is, we are spared the necessxty of debating
the details of an ideal policy—that is, the kind of a
policy which we might feel was appropriate and which
we might hope to pursue in a more
stable, friendly world.

We are spared also the necessity
of going over the pros and cons of
free trade or protectionism. These are
issues upon which untold speeches
have been made in the United States
Congress -and -the ‘debating - forums
for decades. They are issues upon
which honest differences of opinion
exist and probably will continue to
exist for many more  years. By
focusing our attention upon the
question of realism, we may be
saved from much of the tradition-
; ?lism arlld-emotionalism twhich S0
o requently intrude when tariff pol-

Hon, Frank Carlson  j.u";¢" giscussed, In discussing the
realism of our foreign economic - policy, we must, of
course, have some meeting of minds upon our pollcy

Continued on page 14
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*An address by Sen. Carlson at the Colgate University Foreign
Policy Conference, Hamilton, N. Y., July 14, 1954,

SECURITIES NOW IN REG!STRATION e Underwriters,‘dealers and investors in cor-
porate securities are afforded a complete picture of issues now registered with the SEC
and potential undertakings in our “Securities in Registration” Section, starting on page 34,
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Major Depressions Are
A Thing of the Past!

By GEN. FRANK R. SCHWENGEL*
President, Joseph E. Seagram & Sons, Inc.

Gen. Schwengel bases his conclusion that boom-and-bust
periods belong now to the past.on (1) measures that
have been taken to make the American economy more
stable, and (2) the potential developments and strength
inherent in the American economy. - Lists as -develop«
ments ensuring stability: (1) measures to prevent bank
failures; (2) sound 'regulation of bank credit; (3)
widespread improvement in home financing; (4) broad-
ened social security legislation, and (5) progress in
better labor-management relations. Denies prosperity
rests on huge defense expenditure.

Events since the end of World War II have led'to the
heartening conclusion that the United States has learned
how to avoid deep depressions accompanied by large-
scale unemployment. Nine years have passed since the
end of hostilities and yet in spite
of the great malad]ustments created
by the war — in spite of the great
political uncertainties that prevailed
for the greatest period atter the war,
business activity in the United States
during this period remained near its
highest levels.

To be sure, the country witnessed
a rolling readjustment in 1948-49
which affected primarily the soft
goods industries — and again one
which we saw began in July 1953,
which in turn affected primarily the
durable consumers goods. In both
cases, however, the declines were
relatively minor in character; the
total number of unemployed -re-
mained relatively small while the gross natlonal product

F R. Sch wengel

-and the disposable income of the people remained at a

high level.
While perhaps not enough time has passed to render

Continued on page 29

*An_address by Gen. Schwengel at the Seventh Annual Meeting
of the Seagram-Distillers Corporation, New York City, July 12, 1954,
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The Security I Like Best

A continuous forum in which, each week, a different group of experts
in the investment and advisory field from all sections of the country
participate and give their reasons for favoring a particular security.

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

HERBERT E. GREENE

Coburn, & Middlebrook Inc.,
Boston, Hartford, Portland, Me ot
Providence, New York City

The Philippine Long Distance
Telephone Company

After long and successful ex-
perience dealing -in the securities
of the companies controlled by
Theodore. Gary . and Company,
principally-
associated.
Telephone and .
Telegraph
Company ' and
Telephone
and.
Share Com-:
pany, it is only
natural to look.
for further
money - mak-"
ing opportuni-
ties in andther
company
under the
same manage-
ment.5Sub-
sidiaries' of Theodore Gary and
Company which controls and
manages Telephone Bond and
Share Company, the second larg-
est independent telephone system
in the nited States, own 57.5%
of the capltal stock of the Philip~
pine Long 'Distance Telephone
Company. The rebuilding and de-
velopment of this Company is in
the hands of top management,
some of whom have had over 40
years experience in the telephone
business in this country.

The political and fiscal situation
in the Philippines is greatly im-
proved as a result of the program
instituted by the new regiune
elected last year. Then: too, the
over-all Southeast Asia picture is

Herbert E. Greene

‘much clearer as a result of.the

current truce agreement . at
Geneva. The threat of war seems
removed.

The Company’s properties have
now been fully restored, to their
prewar condition, The demand for
telephones in Manila is relatively
as great, percentagewise, as was
our postwar ‘demand. It is likely
that-the Company’§ gross revenues
will double in the next five years,
as the pent up demand must be
satisfied and capital formerly de-.
nied to the Company is now avail-
able for that expansion,

* The price of shares of Tele-

; phone holding companies in this
i country,
. with large amounts of preferred
| stock,
| ranging from 10 to 12 times a
» year earnings to yield 5 to 5% %.
. The common stock of this oper-
; ating telephone Company .looks

heavily indebted and

currently sell - at prices

mighty attractive to me, selling at
five times indicated 1954 earn-

. ings to yield 8%, after Philippine

¢ Government -withholding and ex-

¢ cise taxes.

This-company, the result of con-
solidation of five independent
concerns separately operated, was
incorporated under the Laws of
the Philippine Islands on Nov. 28,
1928 for ‘a term of 50 ‘years. It
has been successfully and profit-
ably operated since its-inception
with the exception of the period
of ‘the Japanese occupation.

The Philippine Islands have an
area of over 114,000 square miles
and a population of 20 millions.
Manila with a population in ex-
cess of 1,000,000 is the principal
city and capital.
~ Prior to World War II, a com-
prehensive telephone network of
land and toll lines, .submarine
cable and radio telephone chan-
nels were serving the City of Ma-
nila and 23 other municipalities
through 26 .central office ex-
changes and three radio-telephone

stations. The system furnished
telephone service throughout the
Istands through its own facilities
and those.of eonnecting services.
The principal islands served were
Luzon, Panay, Cebu, Negros and
Mindanao. - The Davao Telephone
Company, wholly owned, operated
in Mindanao. .

Direct connection between tele-
phones of the company’s system
with those in the United States
was maintained by-means of radio

' channels . between. the. island. of
Luzon and California, which: af- -
forded -communication “by ‘tele- :
phone;, throtigh™ the facilities. of :
the . American Telephone and.Tel- .

egraph Company to statlons in
every part of the world:

“Overseas radio telephone-serv-
. ice was maintained- between the-
. Islands .and the United = States,

Europe, Java,” Japan and Malaya
under operating . arrangements
covering ‘the fise of radiophone
owned by the company and equip-

‘ment owner by RCA Communica-

tions, Inc.

1

The company and its wholly
owned subsidiary on Jan. 1, 1941,
had 31,419 telephone stations and
4,298 connecting stations in serv-
ice. Other facilities consisted of
65,289 miles of exchange lines and
3,522 miles of toll lines, six auto-
matic exchanges, four common
battery manual exchanges, 13
magnetic exchanges, one common
battery toll exchange and two
magneto toll exchanges.

A damage. claim filed with the
United States Philippine War
Damage Commission for $7,520,000
has been adjudicated for $3,973,-
016. Of this amount $1,177,254.80
was received by the company in
February, 1950' supplemented by
an additional payment of $887,-
566.18 in September, 1950.. Just
when the balance will be received
is problematieal as the moneys
have not as yet been appropriated.

Rehabilitation of the company’s
plant which had been largely
‘destroyed during- the war pro-
ceeded slowly until 1948. During
that year -4,234. telephenes-were
installed brmg;ng the total num-
ber of telephones in service as of
the 1948 year-end to -10,848- of
which 5,771 were in the City of
Manila. Rehabilitation of the two
central offices in Manila was com-

pleted and initial units of auto- §&

matic equipment were placed in
service.

Long distance telephone.cifcuits‘ ;

were largely restored to prewar
capacity, overseas radiotelephone
service to Shanghai was resumed

during 1948 and service was re- |
established to the Island of OKki- |

nawa, inter-island radio-telephone
was re-established in 1949 be-
tween Manila and Cebu and other

. prewar inter~island -circuits. .

Additional overseas service was
established during 1952 with New
Zealand, Guam and Macao. Com-
plete commercial overseas service
is now prov1ded to all principal

points .in North America, - Aus--

tralia, Europe and- Asia except
those poxnts that are restncted by
political barriers.

Consistent -growth of telephone
service continues and established
an all time peak in 1953 of 33,712
at the year-end, the first time
since the war the number sub-
stantially exceeded the prewar
figure. The company presently
owns and operates 85% of the
total telephone exchange facilities
and all of the inter-connecting
and long distance radlophone cir-
cuits.

The following tabulation of con-
densed balance sheet ‘items indi-

This Week’s—
Forum Participants and
Their Selections

The Philippine Long Distance
Telephone Co. — Herbert E.
Greene, Coburn & Middlebrook,
Inc., New York City. (Page 2)

Mars Metal Corporation Class A
Participating. Preference Stock
—Florence -W. Stephens, F.-W.
Stephens Co., New York Clty
(Page 2) .

cates -the  results of the rehablh-
tation program:

YEARS ENDED, IN PHILIPPINE PESOS
Assets—/ 1953 - 1949

Telephone. plant___ P28,713,352 rw,{u:,lzs‘

Current- assets.__.. 5,206,093 20':7.1‘51

T‘tzl lllbﬂiNCL_ Pﬁﬂ,&‘iﬁ 629 P29, 7’12 461.

Liabilitie S
Capital .stock.__ ‘
’h#'r? 200

Cu.rrent liabilities. - 1,356,930

< Total h:blliﬂesﬂ_ 38,855,629 ' P29,732,461..

' Represented by."'1,120,395 shares,
United States: funds.

..The tabulation below indicates
annual ‘earnings per share as re-
lated to number of. telephones in
service:
Earnings per . Telephones
Share in Service
20 §39.000
0.66 33,712
9.05 28,961
5.87 23,381
4.54 19563
97 15.408
48 10.848

¥First quarter
*First quarter
1First quarter

1954
1953
1952
1451

1950
1949
1948

1First quarter
iFirst quarter
1First quarter
1First gquarter

¥Based on .1,208,4°0 shares.
1.120.395 shares.
§Estimated.

“In-a nut shell,” we have here
a soundly.financed, well managed
utility company, paying extremely
liberal dividends with a- terrific
growth factor, selling for less‘than
one-half of the price of compa-
rable stock of similar quality in
this country. '

- The stock is traded in “over-
the-counter” market and the San
Francisco: Stock Exchange. Ap-
proximate price 4%.

FLORENCE W. STEPHENS

JF. W..Stephens Co.,
New York 5, N. Y.

Mars Matal Corporation Class A
Participating Preference Stock

Occasionally ‘a .company goes
through growing pains for a num-
ber of years ‘before the public is
aware that a substantial industry
is developing.
By that time
it is often too
late to' bene-
{fit.- In the case
of Mars Metal
Corporation
the impetus
has been get-
ting under
way gradually
until at pres-
ent, like a
well-rooted
tree, it is
branching out
in several di-
rections, .but
is st111 in the development stage.

Mars Metal - started as .a sole
ownership in 1914, became a part-
nership in 1937 when the son of
the first owner took over, and in
March; 1953 was formed into a
corporation, Its principal business
was, and still is, the dealing in
secondary ‘non-ferrous metals.
This metal is acquired chiefly
from ' large~ industrial concerns
and governmental installations
and is partially processed and sold
to various brass mills, lead and
brass smelters, copper refineries
and others throughout the United
States.

Before World War I the United
States was an exporter of various
primary and secondary non-fer-
rous metals including copver, zinc
and lead. Since World War II,
due to the increased industrial

Continued on page 8

*Based on
iBased on 70,571 shares.

F. W. Stephens

L P11,265,080 | P7,057,100°

P—Peso- ‘official ‘rate of nchznge 50c
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" By JULIAN D. WEISS

General Partner, First Investment Company,

g ‘Investment Courisellors, Los- Angeles, Cal.

4 On the-basis of his analysis of business and stock market ‘con-
ditions, Mr. Weiss concludes business activity in the second
-~ half: of 1954 is likely to be better than the first half. Warns,
' however, stock market is no longer in area of. uudervaluahon,-~
",-and while its technical action is good, caution is warranted.
Holds no ma;or -decline need be anhcrpated ‘and long-range
© trend, remains upward. Contends in next few years: the-Dow-
Jones Industrial” Average is likely to exceed the 1929 Ingﬁ:.«'

Analysis of -the busmess and datlon or a shake—out The 1ong .
- market situation provrdes basis -term-trend remains upward. There

- for the followmg concluswns

- -is- he + change in ‘our “previously ..

Business -

For the past nine months there: likely to’exdeed. fthe 1929 highs ‘of
> has been a readjustnrent stemming - 384 on .the Dow-Jones: Industrial
' from- (a) in-=. ; . Average: -’

ventory : re- Many -people have stated “the
* duetion, (b) bubble must break.” . What we
: cutb_acks in have is more than a “bubble oIt S
© Hovernment is fundarnental. The major factors
pending,>and,” which are likely to prove the des
- (e). reduction: terminants of the long-term busi= -
by ‘consumers . ness-and market trends are sum-
: in their_ e x - marized below: L
. penditures. for
'durabIégpods
.. It.is ‘probable
* that the major -
; -portion-of the °

staritial - growth ' in - population,
which* inereases: aggregate ~ con~ -
- sumption’- in " this ‘country. 3 Bt

rection has
been wit-

» creases “iny ‘the: 1ati
* hessed, Retail- Popu

Juu.n'n w'i
o ‘ the young and’ “old; ‘i

W ‘at"hb

‘ers and other buyers have been ends-of the population curve: Tins“

"coming. back into the' market. means a - relatively greater in-
Government expenditures for-de- crease in consumers than it, does.
fense purposes will increase. Pubé +in the “middle-age groups” whi¢h

. lic purchasing power-is high; and constitute the bulk of the work-
disposable . income' ‘has- declined ing population,

g only slightly from 1953 peak, Ac-
tually, there has been a contrac-
tionr-in- consumer. instalment out-:
standings. Business aetivity in-the -
Second half of 1954.is likely to
-bettervthe first half results, Busi-

much broader. base in the distri-,
bution. of -national incorne.. - This .-

-ucts, a good part of which for-
merly was-a. “class market.”

modérsite. improvement being :
Imanifested the past few ‘months.:

- short term.

.Busmess and Securmes

expressed. op;mon -that the .mar- "
ket, “in - the|-next . few - years, is”

(1_) Huge . Popula.tion—lncreasé Y
With: probability of : further' sube :

~(2)More" Consumers. The | fact: .
that relatively the" héaviést: if=

(3) “Broader Income Base The -

‘makes.a “mass market” for prod--
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Remains to Be Done
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Agrieuiturat Histiny oWt (Boxed)..:

Middle West -

(4)° Deficit Financing.. In:most" . ]
years the Federal Government has -

= No‘inflation is’ probable over the: oPerated at a_deficit; and this, in
In-our opinion, 1954 furn, means. a further expansion

_Wwill- be the second :best’ year, in il ‘the’ money supply, with acon- "' . .
* “history: from an’ ‘overatk eo’;giotmc sequent effect ‘ori.the price level - -

Viewpoint:: “We definitely do not °f the country, ‘The money supply

; env‘ga; a depressmf o n the United States. has trinled
A smce 1939 .and quadrupled since
i, Stock Market

ly 1929.
.+ 'The stock market has been act-

" ing better than even.the most op- reasons,
" timistic éxpected. There has been’ espouse high mterest rates and. a :
. @ rise of 82 points ori the Dow- hard money policy. : Refererce.is

Jones -Industrials -since ‘nid- Sep- made to the present Admmlstra-,

tember, 1953. .(The .decline in‘ tion’s- abortive. effort to -tighten .
" production has. approximated our -money the first half .of 1953; and -
10% forecast of Aug. 31, 1953.) the fac¢t that. political necessxties
‘We have pointed out many times forced a reversal of that policy, ..

the tendency of the stock market with - reduction in member .bank:

- 1o move opposite to business over reserve requirements, the redis-
the past decade. The market fun- count rate; etc. All this means a
damentally ‘is not overpriced in continued background of easy
relation to current and prospec-- money. g
tive dividends, but no longer is in (6) Corporate Cash Flow We
an area of undervaluation. It is refer to the huge cash throw-off
now in the area of the upper from depreciation and emergency
trend line (long term) and whileé amortization and the fact that for
the technical action of theé market ‘many major companies the cash
is good, we, nonetheless, feel cau- throw-off from these sources in
tion is. warranted, thinking in the past four or five years has
terms of the months ahead. A ma- more than doubled.
jor decline on d bear market trend (7) Dividends. Because of the
is not anticipated. s
{' The probabilities, over the
months ahead, point to consoli-
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A Long-Range View Toward

Higher Stock Market

By GEORGE

C. ASTARITA

Boettcher and Company, Colorado Springs, Colo.
Members, New York Stock Exchange

“Mr. Astarita finds stock market conditions sound, though he
i ‘warns “blue chips” are relatively high and may have tempo-
rary set-back. Sees greatest speculative opportunities in sec-
ondary. stocks, but holds there“is ‘solid basis for an almost
.. continuing-upswing " of stock ‘prices during the next two

2 7 decades: ‘Holds:new theory of

.compensatory spending ~helpful

S i e ~—to prosperity, :
e

For the first time in history, a
business recession has not been

~ accompanied by falling industrjal

and retail prices and any per-
ceptible dimi- ‘ f
nution in pur-
chasing power.
Production
has been low-
ered- as the re-
sult of inven-
tory adjust-
ments and soft
spots have ap-
peared in the’
economy such
as the auto-
motive and
other seg-
ments of the
consumer du-
rable goods in-
dustries, to.say nothing of the de-
terioration of agriculture. It can
be said that the nose and ears of
the portrait are slightly marred but
that the picture as a whole is one
of a healthy man, A saucer-like
formation of business is now evi-
dent with an over-all rise immi-
nent as the result of the gradual
demise of the attrition forces and
the revitalization of defense or-
ders.. The immediate future,
sparked by easy money .and an
Administration friendly to busi-
. ‘ness, appears bright but a plentiful
amount of production with its at-

George C. Astarita

tendant factors of price pressure .

and -lower profit margins would
‘seem to temper too great a deal of
enthusiasm. On balance, however,
a favorable attitude toward busi-
ness would seem to be justified.
Political ‘consideratiéns, ‘as  No-
wvember approaches, will deserve
careful appraisal. .=~ ° |

" In view of having successfully .

weathered a mild business reces-
-sion and in the meantime having
.enjoyed a substantial stock mar-
ket rise, what is the outlook for
the market during coming
months? Is it true that the rise
has  been concentrated more or
less in what is termed the “blue
.chip”  stocks and that perhaps
some 65% of all listed stocks are
still below their 1946 highs. It is
also true that the Dow Jones
" Averages, which are made up for

the most part of blue: chips, are
much cheaper today in relation to
assets, - earnings and _dividends

than at ‘former bull market peaks. :

it should be remembered, how-
ever, that we are living under the
threat of war and for that reason
former generous = multiples - of
earnings and dividends probably
will not be attained. %
The fact also exists that the
recent rise has accomplished 'a

~ ‘great deal within a short period of

time and for this reason .alone
the market is entitled to a resting
spell which might last one year
or longer. During this interval, it

| would be reasonable to Suppose

that the blue chips will mill
around for the purpose of digest-
ing their large advance and the
‘secondaries in many  instances
should work higher in order to
get more into line with the blue
chips. It would seem likely, also,
that during the same interval a
technical reaction should occur
which conceivably could take.the
Dow Jones Industrial Average
back to within striking distance
of the 300 level. - After this con-
solidating phase, the market
should work to still higher levels
based upon dynamic long-term
factors which will continue to
operate and which should bring
about considerably higher prices
in the-years to come.

Based upon these assumptions,
the long-term investor need have
no concern about prices but the
short-term trader should be alert
to the opportunities present in the
secondary stocks and he should no
longer attempt to make money-in
the blue chips which have perhaps
discounted .the: future for some
time to come.

Long-Range Outlook

If thus far a note of caution has
been struck, such caution can be
largely disregarded in considera-
tion of the next two decades. Not
only has the American economy
enjoyed full employment 80% of
the time throughout its long eco-
nomic history, but the prospect is
for a still better performance in
the future as the result of built-
in stabilizers introduced since the
‘last war. Consumer demand,
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which has held at near peak rec-
ords during the recent business
recession, has done so and will
continue to manifest stability in
the future as the result of old-age
assistance, unemployment com-
pensation, pension benefits, farm
supports and mounting wage in-
creases. A steadily rising dispos-
able income superimposed on that
part of the economy accounting
for two-thirds of total spending
power is hardly. conducive to de-
pression atmosphere, | )
Contributing in large part to a
stable economy -is the new theory

‘of compensatory spending adopted.....
by government and both political. -
parties. . Any decline in the over- .-

all economy is. immediately, com-

‘bated by more spending, lower -

taxes and -easier -money. Rein-
forecements of this magnitude-serve
as insurance against-business de-
clines and a rapid cure should the

decline eventuate.. The -economic

philosophy behind  this practice
may- be questioned but it-is-a fait

accompli and. as such has become-

a permanent part of our économy.

Another new and apparently
permanent economic_stabilizer is
to be found.in defense expendi-
tures which, despite attempts at
paring, will probably- exceed $65

billion during the 1954-55 fiscal _

year. Proposals for bolstering
civil defénse against the hydrogen
bomb. may. well increase this fig-
ure by a substantial amount. Such
expenditures, while reducing the

people’s welfare, nevertheless con- .

tribute greatly to an active econ-

omy and incidentally to. govern--

ment deficits. The larger the gross
national product grows; however,
the less burdensome becomes the
government. debt.

These are compelling - reasons
why the economy today and in the
future will enjoy:a far greater de-
gree of stabilization than in the
past. Lest the reader, however,
be lulled .into the false concept
that business recessions are passe,
it should be noted that recessions
will again occur, resulting main-
ly from the necessity for inven-
tory adjustments. Such  adjyst-
ments, however, are self-liquidat-
ing and after the painful period
passes, the economy always re-
sumed its long-term upward trend
initiated by the inevitable growth
in both population and produc-
tivity. ‘

The economy of the future de-
pends ‘upon the -available - labor
force, the length of “work week
and productivity per man-hour.
Without using subs)tantiating fig-
ures, which are readily available,
the “conclusions can be reached
that within the next 20 years the
population will increase by ap-
proximately ~50 million persons
and the work force will multiply
proportionately. The work week
may decline somewhat but only
slightly. Productivity per man-
hour should continue to increase
by at least its historical rate of
from 2% to 3% per year. These
almost immutable projections
should bring about a doubling of
the nation’s industrial production,
which now is $1 billion per day!

One may, therefore, visualize in
1974 perhaps 100 million.instead
of 50 million motor vehicles on a
network of roads double their
present size, tens of millions ;of
new houses and still more millions
of all the items used in the home.
The vision which will beeome a
reality spells prosperity for the
growth = for individual
companies and amassed wealth for
the investor. One must, therefore,
possess faith in.America and in-
vest for the purpose of enjoying
his inherent right to participate in
the large and inevitable growth
which lies ahead.

" pension funds,

- the pursuit of that. nettlesome goal.of democratizing security
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Observations . . .
By A. WILFRED MAY =

Time-Buying in the Stock Market -

) “When to buy?”; “What to buy?”, “When to sell?” have ‘tradi-
tionally been the. three.foremost:questions’ besetting inyestors. .
Perplexity over the first, the when, is being importantly relieved .
by the periodic-accumulatjon-plan technique, the growth. of whose _,
om0 popularityis | currently - highlighted - by two -
- sources;y—results of the New York Stock  Ex-

| change’s, Manthly_Investment:Plan as. reported -~
by President. Keith Funston; and by :Arthur
Wiesenberger,: long-time dean of the special-
ists /in ‘investment company’ securities, in his
. -:deseription-of-accumulation plan doings-in the

;mutual ‘funds -area in.the-1954 .edition .of ..
- INVESTMENT COMPANIES, ($20) the stand-
ard annual reference work in that field.
.. . -Making 'a progress report on the Ex-
_change’s . Plan; Mr.--Funston . discloses - that
. sincé jts:inauguration January 25 last, more
# ~ than. 19,000 plans have been -initiated, and
-..they.are coming in at the:rate of 100-150 a

.. day. ' The payments made since-the .start gre

- approaching $4 million and. the orders figured
- at their completion amount exceed $45 million.

_A. Wilfred May

Spreading the Wall Street Wealth A
~_ Of course, the impact of ‘this buying power on the overall
market,_structure is negligible when viewed in the context ‘of
other. stimuli: as, the $700 million of annual new equity invest-
ment by -individuals, the $250 million yearly stock purchases by
the $160 million of common stock acquisitions by
life insurance companies during the first five months of this year,
“or the mutual funds- portfolios’ 'acquisition of $641 million of
equities during the first half. But the MIP is all-important in
own-
ership—90 of the Plan’s participants being new investors. “Such
democratization additionally is being furthered enterprisingly by
the tying-in of payroll deduction plans, such as are so widely and
soundly used in the Treasury’s distribution of Savings - Bonds.
Deductions from an employee’s. salary may run as low as $3.08
weekly. Four industrial companies already have permitted Ex-
change houses to institute pay-roll plans, and with registered
representatives earning commissions thereby, the trend should be
extended. : : il

Any relief from “double taxation” of dividends derived from
the forthcoming Revenue Bill. will also supply at least a psycho-
logical fillip to Main Street stock distribution. Sl ,

Implications of the Dollar-Averaging

The Exchange’s Plan, of course, constitutes “dollar  averag-
ing.” Dollar Cost Averaging is: the technical term denoting the
investing of approximately equal amounts. of money at regular
time intervals. While its growing number of proponents. are.con-
vinced that “it is a means of turning to one’s advantage the faet
that stock prices do fluctuate and of capitalizing upon declines
in stock prices when the occur,”* this writer disbelieving in this
particular favoring argument, doés instead strengly. cémmend the
device on the ground of its supplanting tempting forecasting pro-
clivities with a disciplined .and automatic time-table,

__ The set periodic schedule of buying, eliminating the hazard-
ous and. trouble-making problem of market timing, is extremely
sound, justifying the incurrence of any minor disadvantages of
such averaging. ’ ,

In other words, the dollar-averaging plans supply a most
valuable forecasting antidote. s .

But the Stock Exchange’s Plan still runs into the question
regarding the what to buy. Which single or few stocks shall the
non-professional choose? His current arrival at a specific choice
is not clearly defined—apparently he is influenced by his broker’s
recommendation or by the glamor appeal, 'or, even as the profes-
sional, by blue chip-itis—or a reciprocal compromise of the three.
What he does buy is evidenced in the following table of the most
popular stocks with the Monthly Investment Plan buyers:

Stock

Radio Corp. of America
Dow Chemical
General Motors.
American Tel. & Tel
Standard Oil (N. J.) oo i
General Electric

- Tri-Continental ___.
Long Island Lighting
U. S. Steel Gt

- International Nickel
du Pont___ 270

* 'Socony-Vacuum__Z. 238~ s

Your columnist assuredly is not going to quarrel with these
‘or any other specific choices that may be made. But it'is important
“to point out that it is more logical and practically effective to solve -
“the what (to buy) problem by taking advantage.of- the instru-
mentality of the investment company. By this means initial
diversification eliminating hazardous concentration,. as well: as
continuing ‘management,-are secured—at-low -cost. .Wiesenberger
lists nearly 100 different mutual funds which can be purchased
on a convenient periodic basis. . W

No. of Plans
1,057
911
867
740
540
529
396
319
.302
279

Expert Guidance Gratis ) N
- And there is even a‘way for the purchaser to eliminate this
cost—and actually to have a “minus cost”—whbile gaining the
benefit of diversification and ‘management; ‘that ‘is by using the
. closed-end investment company as the issue to time-buy. For sev-

*“Investment Companies,” Wi b

ger, 1954 edition, page 41,
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" eral entltles of this type are permanently available at discounts,
ranging up to 40%, from the market value of their portfoho
Incidentally, a discount of 40% from book sales value is equiva-=
lent to an appreciation above cost of 662:%.

Of course, the realization of proflt on such differential may
be academic, at least for'a long time, in the absence of the port-

folio’s hquxdatlon by open-ending or other form of sale. But in any
event, the investor benefits continually. from the time of purchase
through the corresponding yield in income. And where the dis-
count exceeds the management expense, the expert management
is secured free, plus a bonus.

.Hence the inclusion of Tri- Continental in the above table of

the .Exchange’s: most popular' Plans is highly justified (the high
leverage on this company’s:portfolio, in accentuating fluctuation,
may constitute an addmonal advantage to the ‘dollar-averager, at
least psychologically). :
¢ Greater public consciousness of ‘such or other availability (}f
income would be constructive. ‘And judged by the low yield ex-
tending down to 1.8%), of many of the; stocks picked in ‘present
MIP plans thls is needed

Bear Market Implications

‘In the above we have discussed various factors in the Planned ;

‘acquisition ofa stock.: Boéund -up. therewith are guestions con=
nected with its possible subsequent’ sdle, as an individual transac-
tion, ‘as well:-as the market and-economic repercussions? ~At any”

time an MIP plan purchase-schedule ¢can’ be terminated, and also "~

stock already bought whether. fully paid: for or not, can be cashed.’

+ If the c¢urrent one-way bull market should ever .develop . into '’
a real- bear period, how-would-our time-buying laymen:behave?."

Would"they ‘liquidate  midst -emotionally. -disturbing - deflation?
‘While - this -assureédly ' constitutes ‘a $64 :question; .the conclusion

seems warranted' that a time-buying schedule would at least tend .

to induce a more phlegmatic . attitude .over. the : long-term, and
thus is-highly constructive on a’ very broad scale,.

a

. The |
- State of Trade
- and Industry

Steel Production
Electric Output
Carloadings
Retail Trade
Commodity Price Index
Food Price Index

Auto Production
! -Business Failures
\ >
The Federal Reserve Bank’s National Summary of
Business Conditions

<A Washington July 15 release by the Board of . Govemors of
The Federal Reserve Bank cOmmentmg on the national summary
of business and financial conditions in U S. A for June and the
first week of July follows:
" ““Industrial and construction activity changed little “in -June.

Retail auto sales,” were exéeptlonally active and retail sales: of -

other goods also mcreased Steel prices were advanced -early in
July, following ‘an increase in wage rates, while prices of most
other .commodities ‘were 'stable ' after mid-June. Common stock

prices reached new highs.” For the Reserve’s interesting and in--
formative summary of conditions in the various departments. of -

industry and -finance please refer- to another page in this- issue.
This ¢ondensed 'analysis- is- worth careful con51derat10n by every'
busmtss man. :

: “Iron Age” Vlews Future Steel Productlon s
‘With ‘Optimism:

. Steel orders are expected to. pick up noticeably w1th1n the

. next 30 days, according to “The Tron Age,” national metalworking
weekly. . Orders . placed’. during" that’ time .will be largely for

September productioh, Steelmakers expect September to.spear-

head a steady fall upturn. .

- Meanwhile, July steel business is fully as sluggish as had
been predicted. August business, which is now.pretty well on the
books, will provide scant improvement.

' Biggest reason for slow business now:is plant-wide vacations
of many steel consumers.’ Over-ordering in June as a hedge
apgainst a possible steel strike has- also resulted in less business
now. In addition there has been some tapering of auto production
as producers are getting ready to introduce new models.

i A number of factors which make the steel market seém ripe
for an upturn are:

(1) Business_in general has weathered the ‘“adjustment”
period, ‘now seems- headed into a period of steady if gentle
improvement.

- (2) Inventory:correction on top of overall economic adjust-
ment-has caused steel business to:be curtailed more sharply than
most manufaeturmg industriés.. 'Now that inventory correction has
]ust about Tun its course the- plckup i steel will be sharper than
m most other industries.

~{3) -Seasonal fgctors are 1mpor13nt again,.. This makes it as
n-aiural to. expect an uptum in the fall, as it is to expect a lull
in-the summer, . -

! Steelmakmg( operatlons this week are schedu]ed at.66.0% of
rated capacity, a gain-of 1% pomts over last week’s revised rate. .
The steel ingot production index is estimated at 97.9 (1947-49—=100.)

¢ Market for sheetsand istrip; both hot- and cold-rolled is
g’enex‘ally dull. ' Spurfred’ by ‘grain. bin program, galvanized sheets
are’'very firm: Tinplate is begmnmg to ease from pace of last.

. few months. Ceonstruction ‘items are-very popular, though wide’

Railroad demand-is:weak: Farm produ¢ts are: moving fairly well.
", (.. .Steelmaking scrap. prices edged up this week, after 6 consecu-
-~ tive_ weeks_of-decline. Increases raised The Il:on Age. Steel Scrap

Composxte Price 25¢ 10.$26.83 per grogs ton. '~

i “Steel” Is. Optxmxstu: Ahout"lm‘pmvement in the T

Ry . ~Steel Industry

o BT ‘Basic_soundness of business’ Jis- reflected -in -the . rebound. of
_-steel -production’ after- the Fourth of July heliday, says-“Steel,”.

- Continued-on page 31
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Financial Depariment Stores

By IRA U. COBLEIGH

Enterprise

Economist

A teller’s window view of two of the fastest growing commer-
cial banks in America, Tha Franklin National Bank (Long
Island) and The Valley National Bank of Phoenix, Arizona.

The spectacle of a bank emulat-
ing a chemical or electronic com-
pany in rate of growth may ap-
pear a bit startlmg to those ac-

customed to

. lodging. their

. .Wampum or

® gleaning
°. -erédit aecom-

. modations in
. . the  First ‘Na-
. tional Bank of
.. New. York, er
;-.the.. Northern
L Trust Com=
. - pany- of. Chi-
.- ¢ago. Today’s

piece is, how-
. _ever, -devoted
" :t0 two enter-

‘prises. that
.. have gener-
ated terrific. fmancxal forward mo-
tion, by virtue of geographical lo-

- Ira U, Cobleigh .

" cation, . progressive branch - bank-

ing, widening the -horizons. of
service to depositors, and man-
agements assaying high in initia-
tive,.vision and judgment.

The first of these.eminent ex-
amples of - effective .expansion is
the Franklin National Bank doing
a thriving business in eight of-
fices in Nassau and Suffolk Coun-
ties on Long Island, the fastest
growing - section of New York
State, and one of ‘the most ex-
panding areas in the entire nation.

Franklin National Bank

' Just look at the way Franklin
National . has moved. ahead. At
the 1943 year-end, .deposits stood
at $9% million. Ten .years later
they were $178.6 million and.on
June 30, 1954, three short weeks
ago, deposits were just a whisper
short of $225 million. Since 1945
Franklin National has zoomed
ahead from 807th bank (in deposit.
size) in the U. S. to 100th right
now,

All this progress is, as _the
physicists might say, the.resultant
of a number of forces. First, dur-
ing the War, aircraft and elec-
tronic plants blossomed and flow-
ered on Long Island. Sperty, Re-
public, - Grumman, Hazeltine to
name a few:. This brought a lot
of peoplé needing homes. Post
wat, Lohg Island, flat. and acces-
sible, becamé the stiburban Mecca
for tens of thousands, and house-
building became the No. 1 indus-
try. With the possible exception
of the Long Island R. R., every-
thing was flourishing. Small busi-
ness located on Long Island, king
size super markets arose, and
huge streamlined shopping cen-
ters localized the buying habits of
residents.

Management’s Role .

In such an economic climate,
almost any bank would have had
a chance to prosper, but it took

. management to: maximize thesej
potentials for the particular ben-. :

efit of Franklin National and its
shareholders — management to-an
important degree; the lengthened
shadow of Arthur T. Roth, Pres-
ident.
loan ' and instalment 'buying de-
partments, were the order 'of the
day.- Virtually -no- legitimate re-
quest for  reasonable - credit- by

_responsible -individuals was Te-
. fused, and many- small business= "
‘flange beams-are-zrlittle-easier: Oil country goods are still 'strong. -

men were amazed to find a bank
s0. sympathetic . to .their banking

_ needs and s0. tager to see them
'_vprosper ¥

To a veteran- opemng & dmer
a mechanic opening a garage or

a builder of houses, Franklin Na- -
' tional was ready with- intelligent

advice,.-and < accessible facilities
for .depesits .or-loans. . For. indj- -
viduals, 12. month loans as low

as-$80 were! madelavailable and

Drive=in banks, personal -

last year the bank made about
8,000 such loans for either pur-
chase of cars or appliances; or for
personal needs like doctors’ bills
or a vacation trip. ‘The June 30,

1954 statement shows. loans to-

businesses—individuals—at = $81.6

millioh. Mortgage loans to busi--

nG:ss—mdlmduals——were $38 mil-
lion.

Now - let’s talk about profxts
Since De¢,. 31, 1945, Capital, Sur=

plus and Undmded Profits_have

grown from $1,091,066 to $15,372,-
289 at June 30, 1954 ‘In January
1950, 100 shares of -Franklin Na-
tional - stock: would' have , cost
around $5,500. ‘ Since then $277 50
has been paid in cash on this hold-'
ing and- 234 shares given:as stock
dividends. . Today without putting
a penny up (over -and above, the

“original - $5,500) ‘ you’d have 334

shares: worth over $17,000." Not
bad for five years. - Shares selling
now about 58. They should earn
above $4.25 this year.

Valley National Bank

Now we switch out to the South-
west where, but for a different
set of reasons, conditions have
also been excellent. - We’re going
to-make a few notes about Ari-
zona in general, and the Valley
National Bank of Phoenix, in par-
ticular.

First — Arizona in the past 15
years has been the fastest grow-
ing state in point of population.
retail sales,-farm"income and last,
but not least, bank deposits. ‘'The
number one factor in all this fan-
tastic progress has been the cli-
mate.. Moderate temperature, low
humldlty, and plenty of sunshine,
have in particular, made it a top
retirement section of the country:
Pensioners and oldsters from other
states have ‘been moving in at.a
great- rate with their goods, their
funds and their incomes. This has

-caused ' quite - a -building- boom,

around 16, 000 homes a year cur-
rently. v b g

"On the indUStﬁal ‘side; there ére.
“three Air Force.bases with Targe

Government . expense Outlays, a
number of aifcraft and accessory
plants; and Arizona has Iong been
famous for. minerals,, producing
over 40% of our. coppér as well
as sizable tonnages of lead, zmc,
gold and silver,

Agriculture is still the top in-
come item with cotton the lead-
ing crop. and cattle important.

About banking, branches’ have

" outstanding.
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been standard and Valley National
Bank has 35 offices and total de-
posits of over. $340 million, up
from $200 million in 1945.

A gentleman named -Walter
Bimson took over the presidency
of Valley National (he is now

‘Board Chairman) right after the

depression, when the bank’s de-
posits were below $10 million, and
set the stage for its expansion by
his belief in branches, and his de-
sire to broaden the services to de-
positors. In particular that meant
loans and today the bank not only
handles the traditional farm cred-
its, but '35% of its' loan port-
foho is ‘in—consumer and install-
ment loans.. Fact.is most any
straightaway - loan demand, per- .
‘sonal, collateral, or real estate can .
be handled . .
Unlike some of pur Eastern
commertcial bahks; Valley does‘a *
big time deposit, or thrift depart-
ment, business and although -it’s
‘had conslderable competition from -

_Savmgs and Loan Associations it
_still is able to keep,its -share of

this trade, partly by liberalizing
interest payments and partly by

'offermg so 'diverse a banking
‘service in all its branches.

About the stock, it’s been good

‘to its shareholders and after re-

cent offering of 200,000 new shares
at 22, will have 1,200,000 shares
Indicated dividend '
rate is $1.00 against 1954 esti-
mated earnings of around $1.65.
Seven' dividend "increases have
been posted since 1946. - Present
quote 23%. )
"This little ‘piece has been of-
fered to "suggest, to those who
have viewed bank shares as a
rather 'stolid defensive type of
security, that there are banks
which by fine management, -op-
erating- in ‘opulent regions, can
shoot up earnings, dividends, and *
market  prices- of  their shares.
Either of the ones we've limned
today displays "a - growth rurve -
which, -if- projected,” could -easily *
describe -investor contentment in
the foreseeable future. These fi-

nancial -department stores have
wonderful wares to offer—money :
that is—and they’ve been -able to
glean - interest. returns on this’
commodity ' whether by bonds,
‘mortgages, loans of all kinds, so
‘that the rise in. deposits and rise
in profxtabxhty have ‘gone hand :
in hand. They’re sound banks—
and their latest statements sound
good too., )

The lowering - of reserve re=
qulrerne'hts ,and “c¢urrent forward
motion in the bond market sug-
gest now as a not unfavorable
time for purchase of bank shargs.
Perhaps the two issues we've dis—
cussed today may deserve your
further inspection.
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A Long Range Appraisal of
i The:Electronics Industry

By ROSS D, SIRAGUSA *
President, Admiral Corporation

Electronics executive, commenting on the rapid rise of elec-

tronics industry in past 30 years, reveals that production in

this field now totals some $5.billion per year, making it one

of nation’s largest manufacturing industries. Cites progress

of Admiral Corporation as case in point, and makes a long-

term appraisal of the TV and appliance markets. Holds beth
have a tremendous bright future.

1
‘
1
l,
| A
4

Twenty years isn’t: very long in freezers, room  air conditioners
some industries but in the elec- ‘and dehumidifiers, 5
tronics field it covers roughly = You will note that we confine
two-thirds of the industry’s life ‘ourselves exclusively to consumer
span as a ma- products. The exception, of course,
jor commerc- 7 'is military production. During
ial entity. It ‘World War II our production was
is less than 50 ‘solely military and we have again
years since the -been very active in government
invention - of iwork - since - the Korean War
the vacuum 'started in 1950.
tabe and only ; Admiral. concentrates on con-
30 years since ‘sumer products for two reasons.
electronics 'First, we feel that in the long run
came .into ‘they are more profitable than in-
broadscale dustrial. and other non-consumer
commercial - yitems. Second, we believe that a
use ‘through scompany which can  successfully
radio, In those
30 years the and establish preference for its
industry has -brand enjoys the greatest security,
risentosuch Although good will may not even
spectacular heights that today Pe carried on the balance sheet—
production of electronic equip- 2nd it is not on Admiral’s—we
ment of all kinds totals some $5 'Pelieve that possessing it, along
billion a year, making it one of with p.rOdUCthn and s_ales know-
the nation’s largest manufacturing 'hOw_ gives a corporation greater
industries. stfablllty b;tr far than a limited list

It is always surprising’ t6 me .of corporate customers or even a
that so few Chicag%ians gseem to P AleLL OPOPOIy‘ l
know how_ important this youth- - HAmials HEOCUCHE Hie. ATl
ful industry is to Chicago and Jfactured in 12 plants, comprising
conversely, how. important Chi-’ ‘:p;oc%al of 2,000,000 square feet of
cago ‘is to the industry. "I don’t % 4 ;
khow whether you havg done thi; from our sales figures, we have
arithmetic yourself but the elec- sheen gleadily Expanding piant par
tronic sales of just three public- -paciiy -Slglce World . War. II.
owned Chicago manufacturers last you.uight, alao: deduce frorq th’e
year exceeded half a billion dol- ‘T5ceaCY Of our, growth, Admiral's
lars. ‘The three companies whose yolants ALy S0 EFipemely monern
figures I have combined are Ad- -and equipped with the newest in

B .methods and machines.
miral, and two of our very able "1 4y, 19 }I'l::ars from 1944 to
competitors, Motorola and Zenith. 11953 "oy gross investment in

In addition. there is the sub- plant an ipme
stantjal -electronjc - production: of .ﬁ,lﬁngﬁ. R o A
such companies as Western Elec-,  While I 'am on the subject- of
tric ‘_z_md the activity of many plants, I. would like -to. correct
zg::ahl'lzz tgl;t Bev:ggnlfnn%wn' ,’f_ll‘mi_ ;a misconception. some pleople.

Division of “geem 1to.H

‘ R_ag:t.heqrﬁ ;{&’;ells-Gardn“ér‘ seem to_have about our company
,nel and Hallicrafters. . Their.pro-assemblers. rather than manufac-
duction, - along, with .that .of the  turers.. The reverse is the.fact.
.“large number of - Chicago .com- . We make all plastic parts for all
Jpanies which produce’ components>of our civilian’ and -government
~~used” in all ‘types of ' electronic :worki Plastic components repre-
egquipment, would ‘add very sub- ,sent 3 very important cost item
--stantialy to our- better than. half 'in, relation -tor over-all cost.” We
billion total, : ) .manufacture in. two..very modern
~ Chicago’s impertance. to the in- >
dustry can be :gauged by two fig-'of the wood TV’ cabinets’we use.’
« ures.. During World War II; 35% The rémaining 50%- are purchaséd
of -all electronic production .for: from.a.dozen suppliers. .We also-
the armed forces came from the .manufacture reeord changers for:
Chicago industrial district.” Cur-" phonographs and-do a vast amount!
xently it is estimated that 20 to of stamping -and plating;’ Ourl
35% of all electronic -equipment Galesburg Plant is .a combletei
made in this country is produced unit for the production of refrig-:
*here. erators, freezers ,and.ranges. We
% Those figures, I think, speak bave invested $7% million in that
Well for the ability of Chicage’s Plant alone. .It-may- not be the
electronic industry and I am prouq largest plant of .its_ kind--but we
Admiral is a major part of it. believe it is the most mechanized.
. Ever: sin -
. Admiral Corporation; a Case  ness Admira hac (bansht o oveng
: . In Point of mass production and-a mass
P | be;heve. ‘you -are most -inter- -market. - We design for highest
asted in having a speaker provide quality, then -engineer 'for the
Z_r;nformqtlop on his company, the maximum, ;standardizationy and
mdustrtlles 1liﬂfvhic§ ith operates and mechanization in production.- i
ine outlook for both as he sees . When vou imin ;
- -+inem. As you know, Admiral was mass max}',ket a;gualr:ln&;ltg bfgrptr};g
f.’Junded in 1934 to manufacture pared to spend heavilyl for your
“7{.1011}8 rad(;os. Our sales have mul- hasics; First, research on product
g tPlied 1,000 times in the 20 years jmprovement; second, research on
funce—rising from $250,000 in1934 jmprovement in production meth-
£ $250 million in 1953. Our prod- ods; third, tooling and{machines
¢ts now include a complete line. to put your newest developments
itelevision, radios, radio-pliono- jntq effect; and. fourth,i advertis-

Ross D. Siragusa
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-aphs, and household appliances . ing and promotion. § "
onsisting pf refrigerators, ranges,- - We have done all of these things

: S s 2 i ' consistently and extensively over
| tAn eddress by Mr. Siagisa befere the years. Admiral maintains,a
¢»30, Chicago, Ill. July 14, 1954. research hs,taff of 700 engineers and

POt o
~Eg

itized for.IER"A'éE‘RM
b://frager.stlouisfed.org/

:compete in the consumer market °

As you can well imagine ;

, Senti- ;—namely, that we are primarily. .

technicians. Half work exclusively
on civilian products and better
ways to manufacture them and
half work on military research,
which .is highly classified.

Almost four acres or seven and
one-half per cent of Admiral’s
total plant space is occupied by
laboratories. . I could cite an al-
most endless number of illustra-
tions of the fruitfulness of our
investment in research over the
years.

Our work in plastics is typical.
Admiral has consistently pion-
‘neered in the development - of
Jarger presses and bigger molds.
For example, three years ago -we
came out with the first one piece
plastic liner for a refrigerator
door. On the 12 foot Admiral
Dual Temp the liner has an area:
of 1,200 square inches. The com-
pleted product weighs only seven
pounds but it is produced by a
massive die weighing five and
one-half tons. The press required
in this operation is a 2,000 ton
monster standing 3% stories high,
This development saved. steel at
a time when steel was critical,
and gave the congumer a more
durable chip-proof product at no
increase in cost. Almost the en-
tire refrigerator industry has fol-
lowed our lead.

Electronics Research

Two current developments from

our electronics research are the
first application of printed circuits
to a television chassis and the use
of automation in television and
radio production. In our 1955
TV line, which was introduced a
month ago, we have a six-tube
section employing printed cir-
cuitry. This section alone does
away with one-third of the ex-
posed and soldered wiring in pre-
vious. sets.
In . the field of automation, we
have just started operating a bat-
tery -of machines into which elec-
trical components are automatic-
aly fed and from which we get a
‘completely assembled unit repre-
senting 30% of the finished TV
chassis. - This equipment was de-
signed and built by Admiral en-
-gineers. el

Our laboratories spent thousands -
of manhours on these two devel-
opments. . Then, to put them into.
‘production. we made .an .invest-
ment of a quarter of a million
‘dollars_in tools :and. equipment..
The. fourth -basic I mentiched
‘earlier in which-a mass producer,
‘of consumer. goods -must:inyest:
heavily - is. ‘advertising-‘ad ‘pro-
'motion.-This is necessary not only’
to get public acceptance;- but’ tg.
build and hold-a hard hitting"dis-"
“tributor-dealer: organization, -

-A total.of $100 milliop

-highspeed mechanized plants 50%

imoting ‘the’name ‘Admiral <in :th

last-10 years: - Huge as that figure”
is; it represents a -very -wmeodest:
ratio to sales. For “the -10-year-
period; Admiral. sales: have :to==

talled . approximately one:and a*

quarter billion dollars.- The sale

of-Admiral products at retail.havée’
approximated two 'billion “dollars
so.that. the .advertising and pro-
motion expenditure is only 5% of-
retail volume. 3 D,

‘Admiral’s. sales are handled

through 90 exclusive distributors

and some 30,000 independent. re- :
tail outlets. - Fifteen of the wholé- "
sale distributing housées:are
wholly-owned subsidiaries of Ad-
miral. These subsidiary compan-

ies operate in major markets, such"

as New York, Chicago, Los An--
geles, San Francisco and Boston..
They account for approximately -
40% of our volume, S
Wherever possible, we prefer. to
operate ‘through independent dis-

tributors. , In the large,- highly.-
competitive markets, it is not. al-*peen hearing so. much for <o lon

because the television. and appli--
ance industries. have ‘grown so.bhig

ways. possible .to do so, however,
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a million dollar capital is required
for a distributorship ‘in a market
the size of Boston.

Admiral exports to all parts of
the world outside the iron curtain.

This part of our business is ex-
panding very rapidly and is han-
dled by independent wholesalers
and retailers. They are supplied
from our U. S. plants. In Canada,
where we are the largest TV pro-
ducer, we have our own plant.

Although I know you have full
financial data available to you, I
would like to highlight a few im-

portant faects about our company. -

We have earned a profit -in
every year since the compapy was
founded in 1934. Nineteen fifty-
four is the 12th consecutive year
in which dividends have been
paid, - Dividend- payments have
been consecutive - because - our
growth. has been financed by re-
invested earnings. All of our
plants were built out of earnings.
The. company’s initial capitel of
$3,500 has grown to a present net
worth in excess of *$54,000,000.
All of this, except approximately

$2,000,000 which was provided by -

public equity financing 10 years
ago, has come from plowed back
profits. ¢

You will see if you look at our
1953 - Annual Report - that as of
Dec: 31 we had current bank+bor-
rowings of *$6,000,000. Thisloan
is to finance government work

‘and represents approximately 40% -

of our investment in inventories
and receivables on . government
accoynt.
$15,000,000 term loan from a group
of benks. These funds have been

used to. finance inventories .and.

receivables of company owned
distributing houses in -additional
maior markets, which I discussed
earlier, ] :

‘Appraisal of :'TV and. Appliance
) . Markets a

: Now I would like to give you a

quick rundown on our long term

appraisal of the TV and appliance

markets, :

In the next three years we ex-
pect TV receiver sales for the in-
dustry. to .total about 20,000.000
units—or-an average of some..6%
million a year. . Here is a.basis for

Last year we made 2.

They will unquestionably obsolete
all previous color sets. v

This new tube will provide an
unmasked full view 245 square

inch picture, which is 25% larger

than the largest color tube now
available, a 19 inch circular tube
giving a picture only a little larger
than the standard 17 inch black
and white tube. Because the tube

has a short neck it will fit into a -

smaller .cabinet making ' possible
lower costs and much more at:
tractive appearance. f

Sets using the present 19 inch
round color, tube are priced from
$900 to $1,000.
year’s service policy run an ad-
.ditional. $150, making a package

Installation and a

costing anywhere from $1,050 fo .

$1,150. Production economies re-
sulting - from the smaller cabinet

and ‘simpler circuitry-required by -

the new 21 inch color tube should
enable manufacturers’'to offer it

for less than the price of today’s

19 inch set.

With this .development
ahead Admiral will not program
any production of the smaller cir=
cular tube.. We will jump directly

just .

from the 15-inch’ set we brought ~

out in January to the new 21 inch
size. ; S

: We believe there will be a lux-
ury market for the 21 inch set,
especially - since - an -increasing

number of color programs are *
promised for the coming fall and

winter season.-- e i
Before: color ‘ean be: sold to the
mass* market, howéver, the price
for a-large 'sereen set has to-be
brought down to $500.

I would: ¢

hazard a guess that two and prob- .

ably three years will pass before
that point is reached. In the
meantime you may see small
sereen color sets offered for as low
as $500. But it is questionable in
my mind whether the public will
buy small screen color in any

quantitv, so long as they already -

have black and white. I think

this is especiallv true because. peo- -

ple will remember the miraculous

job the industry did in bringing -

the price of 21 inch black and',
white down to the initial cost.of .
10 inch sets in only. three years

time. :
Sales of Major Appliances

Although TV is more*spectacu= :

that- figure.- Within . three. years lar,.the major.electrical appliance
95% . of -American families: will business-is'an-even bigger indus-
have TV just.as they now have.{ry. Last.year, for example,.the

‘radio,. At present 29,000.000 fam- _total . value -of ‘major -appliances =
.ilies have. sets, leaving.14.000,000 sold came tg three and a quarter
-still to buy..before 95%. coyerage  billion-dellars..  And yet.most ma-

is reached.  In addition, new fam-.:jor appliances have
ilieg -are:being formed -at. & .rate:scratehed their market.
of- 950,000 annually.. Almost .al]

Chardly ..

Only the.eleectric: refrige_mtb:; T

.of them will buy TV. “Finally, re- has a high percentage of coverge,* .
" placement demapd among existing. And , refrigeratofs,> Which™ toda

sety.owners” should” total’ at.least are in-90%- of “elettrified homes, ;“
-2-000.000. units-.annually . for . ghe~provide &' tremendous: annual re-

;. next.three years:.. Fully one-guar=. placement ‘business. - Based 0n a-.... -

ler ‘of .the present 30,000.000 sets 12 vear 3ife; ¥Me potential replace= ,
n''service -are . outmoded’ small ument market. for -electrical refrig- ;
screen models. 8 -erators comes to more than 3,000, ;

+*These figures add up to more 000 units a year.. That’s almost a ,

ot sinclude.=seeond: set ~buying, I have-not. included 'the . marke

=iy

than :20,000,060; units, and they; do: billion dpllar anrual business,.:ani., .-

which ds stéadilw increasing.:.... ~- from newly-formed families; y
‘There is another factor in tele- = To jllustrate the virgin market
vision’s future which few people..remaining in other urincipal ap-..
seem {o°consider. TV: sets do.wear pliances,-let me  eit: two-eXam= -
.out; and -improvements. are .con- Plﬁv"QQlX _one out “of seven elec= -
stantly being:made which tend t~*%rified homes Has a-tréezer. Elec-
-obsg'ete them. . They. are. and. will - tric ranges have beca sold, 16 ox

be. just ¥ke automobiles and ra=<-one out of-four-famili :
dios. in-this respect.' At Admiral. pect that within five years almost -
v estimate that.when TV reaches: half of-America’s families will be~ .
its full penetration of 95%; annual .cooking with-electricity-and ‘more
replecement: business- will. total :at. than = half’* will ~ have' -either: @
least - 6,000,000 black and white - freezer-or-a combination freezer-:
sets; o .o ... . -refrigerator:-American homemak- *

I have used a lot of figures, bul, ers are as :ready for these two

I know no other way to give you. products today- as-they -were. for

a picture of. the market that b'ack 3 replacement for-the old icebox
and white TV alore has created. 25 years ago. e

It is a two billion dol'ar plus en- :

The. story is'the same. v;aryiﬁg.: .

nual industry and it has become
a permanent part of the American
scene. ) o % .
~-Color TV, about which:you have
g,
is  still"down ' the -road -for the

imass buyer: . However, very. sub-.

stantidl progress-has . been .made

.have:
that wholesale distribution in ma-«j; {he-last year and by.Christmas ~them. .
jor markets is. no. longer.a‘small’ the first color sets with a.21-inch .

only in degree, for practically -all -

the other large appliances.

You may thiok I am overly
bullish-on.TV.and appliances.-But™ . |

.even if you discount my figures 1
think - you will “agree. that both
a-tremendous. future, before

I.have been.using. some rather ~. -

business operation. For example, screen, will -be on “the -market. - heady - figures. onthe  electrenics .
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and .appliance industries and you
-are probably asking yourselves,
“What is Admiral’s position in’ all
of this?” Here it is in a nutshell.
Today more than three million of
the 30,000,000 TV sets in service
-are. Admirals. Our share of the
business this year will run ahead
-of that ratio. In evaluating these
.figures remember that there are
approximately 95 manufacturers
praducing TV sets. The best fig-
ures we can obtain indicate that
Admiral holds the top sales posi-
- tion in the industry.

In radio, we make a full line of
table, portable, and clock radios.
At today’s prices radios are prac-
tically an impulse purchase. For
the last several years the big sell-
ers have been portables and clock
mod_els. So long 'as people love
music, so long as they are inter-
ested in news, and so long  as
hqusewives busy with their work
wish to listen to soap operas, there

. will ‘be a substantial radio busi-
ness.

Admiral has been the largest
producer of radio-phonograph
combinations since before World
War II. . A year ago we entered
the high fidelity field with a very

- expensive console unit. that' was
.Judged by manv critics as the best
of its kind.. For our new 1955
line we have produced three Hi-

:* Fi models for the mass -market—

.

a portable, ‘a table model and ‘a
“consolette. They are priced from
$100 to $150. These are true Hi-
"Fi instruments, with a total range
fro:_n 3,000 to 15,000 cycles. Hi-Fi,
which until now has been 'an ex-
pensive hobby for a-small number
of music lovers, is on-its way as a
popular mass product.
: A_dmiral entered - the. apnliance
business after World War II. We
had to start slowly because of the
steel shortage and because we had
to build production facilities, Now,
however, appliances account  for
35% of our civilian sales.
~Admiral’s share of the re’rig-
erator business has risen from
1%% in 1948 to 6% currently,
The revolutionary “up-si“e cown’”
refrigerator-freezer ' combination
we develoved and introduced with
oyr new line in January has re-
ceived tremendous acceptance. We
have not been able to make them
.fast_enough: to -keep-up with or-
|, ders. . Our -sales.of electrie ronves
and freezers are running reck and

neck with last year when they set -

hew. records.  Sales ‘of room air
conditioners will ‘more.than dou-
_ble our sales last. year.

+ = I'll close by giving you-ovr an-
praisal of Admiral’s outlook for
1954. . The correction, readjust-
ment -or whatéver you. choose to

" - “call it ;that: American businessibas

been undergoing ‘began- for the
TV ‘and appliarce industries 12
> months -ago. - The  signs in “our
.business strongly indicate thdt it

Has run its-course,-and we believe .

+ thata the drop ,in ‘our ‘salesand
,earnings is dbehind-us.. -

We are budgeting bothsales:ard

earnings for the second half at the

levél -of the second -half ‘of 1953.. .

*On- this. basis :our :sales for all of
: 1954 . will. come-" within--15%. 'of

A Share in America”

v By ANTONIO JUAREZ*
‘Senior, Williams High School, Williams, Arizona

In short essay, young Mr. Juarez points out investment in
stocks and bonds serves two main purposes: viz:. (1) it en-
ables indus!ry to grow and expand, thus working for the benefit
of society as a whole; and .(2) it provides income and increase

in -capital values

America is the richest country
in the world — richest from the
point of view of productive te-
sources and the American’s abil-
ity to ucze them ‘with discerning
judgment. No other mnation has
greater industrial capacity than
America. - America has the in-
ventive: genius -to -develop fac-
tories, machines and raw mate-
rials to obtain the greatest good
for ‘mankind. The American
genius of organization has devel-
oped industries -into- efficient,
well-organized enterprises. * The
large number of industries and
the goods which they produce ac-

count for our | country's great
wealth. Whaq -wouldn’t want a

*Mr. Juarez is winner in the ‘Statewide
essay’ contest ‘conducted by ‘the Arizona
Association . of Security Dealers, which
furnished him with an all-expense paid
trip -to New York and, Chicago.

for the investor.

share in our great American in-
dustry?

We know that the problem of
meeting life’s risks is a great one.
There are many factors that can
easily destroy life’s necessary
foundation for financial security.
Depression, accidents, and sick-
ness are a few of these factors.
One should prepare to meet'life’s
emergencies by savings and in-
vestments.. A great number of
people ' have - surplus incomes
which provide a means of secu-
rity. These cash resources or re-
serves, when invested periodi-
cally in securities, provide the
investor with cash dividends
which often help to increase the

value of the original investment,.

Investment in stocks and bonds
is the best way of enabling one’s
surplus income to earn more

money and to work for society.
With the ecapital invested in
stocks and bonds, industry ‘will
grow and expand. In this way the
capital invested ‘is working for
society by making it possible to
have more products on the mar-
ket at lower prices.: The capital is
also earning dividends for the in-
investor.

A purchaser of stock in any
company becomes part -owner - of
the enterprise. He shares in the
profits of the business and is usu-
ally entitled to vote in the com-
pany’s -affairs. The stocks which
one can buy may be divided into
preferred and common. Preferred
stock precedes ‘common, stock in
receiving dividends, but its rate
is usually low and remains un-
changed. The dividend rate. on
common stock -is not fixed and
when a company is making large
profits the common stockholder
may receive greater dividends
than the preferred. The risk of
preferred stock is less and the
returns: more stable.

A bondholder .is an outside
creditor. - The company promises
to pay him a stated amount of in-
terest each year and also promises
to pay back the amount borrowed

at the end of some specified time.

We can see that- buying a
share in an American; industry

I 4

would be a wise thing to do"and

-that it would be like having a:

share of our 'great country. In-
corporated businesses . have done
a great deal to develop our coun-
try and these incorporated busi-
nesses are owned and controlled
by millions of individuals.

Every person interested in in-
vesting in stocks and bonds should
know that business today is led
by efficient men-who-look-on’all
sides of the problems presented
to them and that they realize
their responsibilities to the stock-
holders. Their ‘employees often
have a stake in their enterprises
and by meeting with them as
occasion demands, the organiza-
tions are kept working harmoni-
ously. The cooperative efforts of
the directors of industry and the
stockholders will always make in-
vestment in industry an excellent
means of -building income re-

serves for future needs.

With H. L. Robbins

(Special to THE FINANCIAL Cﬂnoqu.:) :
WORCESTER, Mass. — Henry
Freeman is now with H. L. Rob-
bins & Co., Inc., 40 Pearl Street.
He was formerly with Bonney: &

Moor, Inc. ’ . ;
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This announcementis neitheran offer to sell nor a solicitation of an offer to buy any of these Debentures. -

The offer is made only by the Prospectus.

$150,000,000

General Motors Acceptance Corporation

DEBENTURES -~

. Dated July 15, 195}

375,000,000 Fifteen-Yea

Dated July 15, 1954 .

$75,000,000 Ten-'Year 2%% Debentures Dde 1964

' Due July 15, 196}

r 3% Debentures Du

‘Interest payable January 15 and July 15 in New York City

o
[

PRICES ‘
~Ten-Year Debentures 95%*
+* Fifteeni-Year Debentures 100%%"*

.. *And Aecrued Interest.

")

-

¥

A

Copies of the- Prospectus may be obtained [rom only such-of -the undersigned-as may legally offer
Debentures in compliance with the securities laws of the respective States.

e 1969

Due July 15, 1969

- .—-equalling-the $250,000,000 1953 to- . e o MORGAN STANLEY & CO. 1

#..tal.. .Karmings :should. be- within i .; el s i :

gl of last.year's$8,250,000 fig- - DILLON,READ & CO.INC. THEFIRST BOSTON CORPORATION - KUHN, LOEB & CO.

S+ BLYTH & (0., INC: DREXEL & CO. EASTMAN, DILLON & CO.
GLORE, FORGAN & CO. GOLDMAN, SACHS & CO. HARRIMAN RIPLEY & CO.

KIDDER, PEABODY & CO. - LAZARD.FRERES & CO. -

' Gearhart @fis Wire' =
-+ To Crerie.in Houston -

LEHMAN BROTHERS

MERRILL LYNCH, PIERCE, FENNER & BEANE  SALOMON BROS. & HUTZLER

‘- Gearhart & Otis, Inc., 74 Trinity . .
i ' Place, New York ‘City, announce

SMITH,SBARNEY'&'TCO.“ ©7 " -STONE'& WEBSTER SECURfTIES‘ CORPORATION-
UNION SECUI@_‘_ITIES CORPORATION WHITE, WELD & CO.

. - the installation-of;a direct wire
to -Cljé;ie. &. Co., Houston, ‘Texas."
July-21, 1954. -~ .

‘Walston ' Adds to Staff
"~ Charles D. Brooks has become
"% .associated with Walston and Com-
A bany,,’jx;éﬁxpérs.New .York Stock
Exdhange, as a. registered repre-
. . s:pemdative in the company’s office
- + Aty3&Wall Street, New York City.

-
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:”De'aler--Brokér In've'stment-»‘
) Recommendations & Literature

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

Area Resources—Booklet on rfla‘t'ti"a;l resources of area served’ ;
“ by the: Utah' Power ‘& Light Co.—Dept."M., Utah Power &' *
' Light. Co;;"P."0.’ Bg‘x'_899,".Sa!t’Lake City"10, Utah. - il
’ Automation——Analysis—Bache ‘& Co.,- 36 -Wall Street, New
York ' 5; N. Y. e
Bond Market—Bulletin—New York Hanseatic Corporation, 120
Broadway, New York 5, N. Y
Engineering Services—Illustrated booklet describing services
of the Engineering Division—Foster D. Snell, Inc., 29 West
15th Street, New York 11, N, Y.
Foreign Investments in the Japanese Stock Market—In cur-
rent issue of “Weekly Stock Bulletin”—The Nikko Securi-

ties Co., Ltd., 4, 1-chome, Marunounchi, Chiyoda-ku, Tokyo,
Japan.

Investment Opportunities in Japan—Circular—Yamaichi Secu-
-rities Co., Ltd., 111 Broadway, New York 7, N. Y.

Is The Market High?—Study of the Felation of the stock mar-
ket to various basic economic indices—National Securities &
Research Corporation, 120 Broadway, New York 5, N. Y.

Japanese Corporate Earnings for fiscal half-year ended March
31, 1954—In current issue of Monthly Stock Digest—Nomura
Securities Co., Ltd., 1-chome, Nihonbashi-Tori, Chuo-ku,
Tokyo, Japan—61 Broadway, New York 6, N. Y,

“Let Robot Do It"—Circular on automation—Troster, Singer &
Co., 74 Trinity Place, New York 6, N. Y.

New York City Bank Stocks—June 30th quarterly analysis—
Laird, Bissell & Meeds, 120 Broadway, New York 5, N. Y.

Oklahoma—Survey of counties, cities and towns—R. J. Ed-
wards, Inc., Globe Life Building, Oklahoma City 2, Okla.

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. )

Put and Call Options—Explanatory. booklet—Thomas, Haab &
Botts, 50 Broadway, New York 4, N. Y.

Railroad Earnings—Bulletin (No. 168)—Smith, Barriey & Co.,
14 Wall Street, New York 5, N. Y.

* L4 L L

Baltimore & Ohio Railroad Company—Analysis in current is-
sue of “Gleanings”—Francis I. du Pont & Co., 1 Wall Street,
New York 5, N. Y. Also in the same issue is an analysis
of Monsonite Corporation and a portfolio of “Laggard
Stocks.”

Blaw-Knox—Bulletin—Mellott, Thomsen, . Pitney & Co., 220
East 42nd Street, New York 17, N. Y. Also available are

, data on Glen Alden and Joyv_IV_lanufaQturing Co.

Bulova Watch Company—Data—Abraham & Co., 120 Broad-

 way, New York 5, N. Y. In the same circular are data on

,: Colgate Palmolive Company, Filtrol Corporation, and Re-

. | vere Copper & Brass, Inc. -
s = l‘!urton Ma.nufac.turlng Co. — Analysis — Hill Richards & Co.,
| 621 South. Spring Street, Los: Angeles 14, Calif.

Cana.diqn Industries, Ltd.—Analysis—Dominion Securities Cor-

i pqratmn, 40 Exchange Place, New York 5, N. Y.

i Correon & Reynolds—Analysis—Dreyfus & Co,,"50 :Broadway;
New York 4, N. Y. 4 p ’
L G. Farben Successor Companies—Information—O
| & Co.,.25 Broad Street, New York 4, N. Y.
. Heuston Oil Comnany nf Texas—Analysis—W. A. Fi
1 Wall Street, New York 5, N, Y. R
* Mueller -Brass Co.—Bulletin—Gartley ‘& Associates, Inc., 68
William Street, New York 5, N. Y.

National Aluminate Corporation—Analysis—Van: Alstyne, Noel
& Co., 52 Wall Street, New York 5, N. Y. e

Pan American Sulphur — Analysis — Walston & Co., 35 Wall
Street, New York 5, .N. Y. Also-available is-aleaflet on
Central IHinois Electric & Gas.

¢ Pittston «Co.—Memorandum—Eastman, Dillon &. Co.,.15. B .
Street, New York 5, N. Y. ’ B

. Resistoflex—Analysis—Stieglitz -& Co., 40 W
York 5, N. ¥ | g 0 all Street,‘ New

ppenheimer
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A. O, Smith Corporation—Analysis—Filor,

39 Broadway, New York 6, N. Y. . ‘

Snap-on-Tools Corporation — Report — Lerner & Co., 10 Post

" Office Square, Boston 9; Mass.

Texas Eastern Transmission Corp.—Report—Loewi & Co., 225 °
East Mason Street, Milwaukee 2, Wis.

‘Bullard - & Sniyth,
|

duce it at a cost of 40c to 50c per”
.pound. Machinery is on order qnd
should: ‘be - capable .of . producing

- . about 8,000 pounds. of -nylon pow-

der per day. Mars Metal estimates
.that its investment in-connection
with the above program will. not

balin
etcetera.

Continued from page 2- .

The Security I Like

activities. “In ‘line with earlier -owned slag-pile if. Texas diverse -

developnient of this ‘country and
also- due  to-. partial depletion’ of
natural - resources, the @ United-
States has become an importer, of
these metals and hence the re-

_ covery of such secondary metals

has become increasingly impor-
tant. The waste material industry

is now over a $1 billion industry. .

Upon fabrication by customers
using various kinds of metal, there
is left over a large quantity of the
original metal which sometimes
exceeds 50%. An example is a
manufacturer of brass door knobs.
After the required round discs are
cut from the sheet of brass, the
frame is left which can be used
only as scrap. To avoid re-torting
such metal it has been the custom
of the mills to repurchase the
scrap from their customers
through an agency which has fa-
cilities for picking up the metal
by carload lots and grading and
classifying it before reselling it to
the mills. This business has con-
tinued in bad times as well as
good. When metal is scarce this
practice aids the mills and when
metal is in good supply it aids
the customer or fabricator.

Mars Metal Corporation acts as
representative for acquiring sec-
ondary non-ferrous metals for a
number of mills including Chase
Brass and Copper Co., Scovill
Brass Co., American Brass Co.,
Bridgeport Brass Co., Revere Cop-
per and Brass Co., Mueller Brass
Co., Western Brass Co. (a sub-
sidiary of Western Cartridge Co.),
and also Aluminum Company of
America. These contracts have
been in effect over a period of
years and have obviously proved
satisfactory to both parties.

The corporation is located in
San Francisco and owns about
two acres of land at the foot of
Tunnel Avenue, just outside. the
city limits, with a spur track to
the. Southern .Pacific. Railroad
main line from Los Angeles. In
addition to offices the site con-
tains a steel building of approxi-

~mately 15,000 square feet with

covered space for smelting opera-

tions and storage, and is equipped

with smelting - kettles, furnaces,
ing machines, fork lifts, trucks,

«Diversification

. The .secondary. metal “activities

»:0f “thecorporatioa .is- the- “bread
* -and butter”-business which returns

a definite -profit from year to
year. The reputation  which. has
been established.gives Mars Metal.
an: advantage -over ‘competitors.
However, the - .management - ‘has
been recently “making concrete
plans for -expansion and has
Jooked for-new -industries which

. offer greater promise of:lucrative
- returns, and -has -spent consider-

able time' searching -for. outlets
with ‘greater potential, where the
investment of ~venture _capital
could be kept at a minimum. This,
without-curtailing the scrap metal -

exceed $100,000. -

Possible Additional -Interests
Mars has’ made -an offer to the
Z e U. S. Government to buy, subject
s. - ° - to a royalty. of 8%, the right ta
R - ~reeover from a:U. S. Government
demonstrated: processes ~ w Hiich- minerals: -The pite: consists of ‘ore -
have proved satisfactory, arrange-". imported. by: ithe " government - in
ments are being -made to. have-war-time for. extracting tin. “The .
substantial companies take on and..management of Mars is -of -the
finance the manufacturing and opinion that recoverable minerals
distribution of the new items. may have a value of over $6 mil-
lion. “This is a field in which
Safety Socket Mars Metal is experienced. Simi-
As a result of the search, by lar projects have been handled in
qualified experts, Mars Metal has the past on a joint venture basis
acquired five United States pat- with large metal firms such as
ents, together with improvements, Phelps Dodge and others obviat-
on an electric light socket of a ing the need for direct investment
completely revolutionary nature, on the part of Mars Metaal. -
the main feature being that it is The present capital structure of
completely shockproof, waterproof . Mars Metal Corp. shows a mort-
and fireproof. It is molded of gage on real estate of $48,112.80,
plastic .and has no metal parts, which is being retired at the rate
and has been approved by Under- of about $900 per month, a ‘bank
writers Laboratories and U. S. Joan of $168,149 which is part of
Testing Laboratories. The socket 3 revolving = credit; authorized
has been introduced in the mar- common stock, 3,000,000 shares
ket on a small scale by the former | 10c - par, issued- 1,621,500 shares;
patent owners in Christmas Tree class A participating preference
Lights, where the element of stock (the stock mentioned here-
safety is of paramount impor- jn) authorized 200,000 shares:10c
tance. A subsidiary has been par, issued 199,000 shares. An ad-
formed, The Safety Electric Corp., -ditional 120,000 shares of class A
to handle the manufacture, sales stock is being registered with the
promotion and further develop- SEC.
ments of the Safety Socket.  mpe ¢ass A stock is redeemable
George J. Lewis, former Execu- ,4'¢3 ner share plus one share of
tive Vice-President of Paper Mate .y mon stock. It is non-cumula~
Pen Co, is the President. It ;.0 bt pefore any dividends may
should not take more than about y,, 1054 on the common stock. the
$100,000 to launch the production g i net earnings each year are to
and promotion of the socket pro- be avplied to the payment of divi~ -
gram. Mars Metal Corp. owns a gon4s ypon the outstanding A
controlling interest in The Safety stock until an aggregate of 15¢

Electric Corp. through an ex- .. share for each year has been

change of stock.

Permanent Fuse

Mars Metal has acquired an op-
tion on a new type of permanent
circuit-breaker or fuse on which
a U. S. patent has been granted.
This fuse, by breaking the circuit
without burning or melting con-
nections, may be re-set by merely
pressing a small button: built into
the head of the fuse. This will
be submitted for testing by: Un-
derwriters Laboratories and
should add a million doHar mar-
ket. Quantities of fuses, in addition
to household . use, are required
wherever electricity .is. used. for.
power or light. Potentjal market:
is military -as well as. civilian and

- covers the Tield of airplanes, Pull- .
man.cars, electric precision instry-.

ments, automobiles, -and ‘number-:
less other fields. This will remain

under “the - \direct:: owaership- of.

paid. Thereafter the balance of
net earnings up to $60,000 must
be applied to the redemption by
lot at $3 per share and accrued
dividends to the date of redemp-
tion of outstanding shares of class
A stock, after which the A .and
the common stock shall participate
share for ‘share equally in .any
dividends declared out ' of ’net
earnings. . el g
Class. A. stock was first.-issued .
July~'8, 1953, at-.$1.50 per share: -
and.-is‘traded “over -the ‘counter.
It ha§ paid the full 10%.dividend -
of 15¢ for .the year. Although' the
‘hole set-up is speculative sq far
as ‘general “plans .are .co'nce{ned,
the 'corporation -is”earning _more
than enough to pay. dividends-on .

Mars Metal ‘but could: be easily::.
handled by the sales organization: business, even -after quite large
of Safety Electric Corp. with lit- expenditures exploring and’ ac-
He-gided o quiring the .new industries men-
Plastics tioned above. The need of paying
Mars Metal has a majority con-. the high-dividend. should;be-con-
e o et i rubmlacistes Lo A lg e giock g1 sooty
by -2 new process, nylon-powder: 25 possible. .
out of waste products. The powder .
.is-used for injection and-compres-=:t
‘sion molding. Nylon raw material -
is now selling for $1.50 to $1.65 "
per pound. .Alpha expects to pro-

i
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We  think you will ufind food for thought

In our ‘new  circular on 'automation titled

“Let Robot Do It”

TROSTER, SINGER & Co.

Members: N. Y. Security Dealers Association
74 Trinity Place, New York 6, N. Y.
[

HA 2-

2400 NY 1-
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Domura Securities
o, T

Member N.AS.D.
.Broker and Dealer

Material and Consultation
‘on
Japanese Stocks and Bonds
without obligation
61 Broadway, New York 6, N. Y.

Tel.: BOwling Green 9-0187
Head Office Tokyo

'DEPENDABLE MARKETS

DENPSEV-TEGELER & C0.

- URANIUM
CORPORATION ..

COMMON STOCK

per ‘Share

B TELLIER & &
| | Exchonge PL, lemy:ﬂv X
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'Au-Condmonmg

Needs OnlySale

Jobto Become a Universal Comfort.

By GEORGE S. JONES, JR.*

' Managing Director,
Air Conditioning and Refrigeration Institute, Washmgton, D.C.

Mr. Jones reveals recent rapid growth of air conditioning,
_which he ascribes to a universal desire for physical comfort.
Sees further expansion, depending largely on refinement in the
air conditioning process and lower cost equipment, combined
with ‘improved selling - and-promotional techniques. Calls for
cooperation in instalation and - service by electric. power

companies -as aid fteward

Air-conditioning, that is sum-
mer-comfort-cooling, is so new
.that everybody in the room can
remember their first ride in an
; air-condi-

tioned ' train,
their first
"meal in an

air-condi-

tioned restau-
rant their
first - visit to
an air-con-

' ditioned:-
" theatre, their

first ‘purchase
at an air-con-
ditioned de-
partment
store, and
their first
night’s sleep
in an air-conditioned hotel room.
Yet, today, competition for the
consumer’s dollar has created a
business of $1% billion annually
in these commercial and indus-
irial phases of air-conditioning
and no longer are new buildings
and facilities of this type built
without including air-condition-
ing as regularly as they include
heating,

"As dramatic and as important
as this segment of air-condition-
ing is; it is the air-conditioning
of the home that is even more
dramatic and I think, at this time
at least, even more important, We
would like to tell you some of
the reasons for this and to ex-
plore with you the almost fan-
tastic potentials of this rapidly

Geo. S. Jones, Jr.

' . growing industry.

In 1953 there were 1,125,000
room: air-conditioners manufac-

tured “in this country. That is.

almost three times the number
produced in 1952 and as a matter
of fact it is almost as many as
have been produced in all of the
years before 1953. That this phase
of our industry is still growing is

" evidenced by the fact that in the
first quarter of 1954 there were
produced 95% more room air-
conditioners than in the same pe-
riod of 1953.

In 1953 there were installed. in

this country approximately 55,000
- central station type of air-condi-
tioning units to completely air-
condition homes. This is up nearly
four times over 1952 when our
records show -approximately 15,-
.- 000, Public interest and manu-

facturers’ confidence'in this area
is evidenced by the fact that sales
for 1954 of the so-called central
type of residential air-condition-
ing units should exceed 100,000
and should amount to approxi-
mately 125,000 units. The people
who are investing their money
and their future in the air-con-
ditioning industry estimate that
‘some five years from now, per-
haps by the year of 1958, there
will. be an annual sale to the
homes of this country of 700,000
of these complete air-condition-
ing units.

Reasons for Phenomenal Growth

One of thé reasons for this
phenomenal growth, I am sure,
is that the weather is a perpetual
subject of conversation. Physical
comfort is of prime importance
to all mankind. For centuries

*An address by Mr. Jones at the “Air
Conditioning Meeting” of the New York
Sales Executive: Club, New York City-
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widespread air-conditioning.

~man moved. across the face of the

earth somewhat in proportion to
his ability to keep:-himself warm-
when the -temperature dropped

below the comfort zone and I-

think it proper. to say that the
standard of living is pretty much

in direct proportion to the num-.

ber of centrally heated homes:.
Certainly the 25,000,000 homes
that are centrally heated in- this

country are indicative of the peo-.

ples’ desire to. be comfortable.

Just about 50 years ago, 1902 to
be éxact, Willis Carrier used the
refrigeration cycle to control the
humidity. in a lithographic ' plant
right over here in Brooklyn and
this is usually accepted as the
beginning of the air-conditioning
industry in this country. Just
how long it will take us to catch
up with the number of buildings
that are heated in the United
States I do not know but cer-
tainly that is the measure of our
potential. How soon this potential
will be realized depends on sev-
eral things; it depends on further
refinements and lower costs in
order to bring the products down
within the purchasing power of
the lower income brackets but
of equal, if not greater /impor-
tance it depends upon our ability
to tell the full and complete story
of just what air-conditioning is,
what do we mean by air-condi-
tioning, what are its benefits, how
does it effect, and how is it ef-
fected by, the various segments
of our lives, 'and how and when
am(ii where can that story be best
told.

Some Outstanding Selling Jobs

We are not bringing to you any
outstanding - sales . promotion or
selling techniques, although some
outstanding jobs have been done
byindividual companies. We
would rather prefer to put stress
on the fact that many companies
listed among the blue ehips of
American industry have employed
their tried and true techniques
and facilities and many new-com-
ers to this particular industry
have brought with them a fresh-
ness and a vigor in the applica-
tion of the techniques that they
have learned from the successful
manufacturers and distributors of
consumer durables. We would
like to point out that practically
every city in the United States of
any consequence has carried a
special section on air-conditioning
in their local newspapers this
spring. -National magazines have
carried article after article on the
technical problems and on the
benefits and in answers to ques-
tions that are being asked more
and more every day. Perhaps that
is the interesting thing from a
sales manager’s standpoint about
our industry, there are no com-
panies who dominate completely
this industry, although there are
some who are doing more than
that 10% which is the first ob-
jective of any planing in any seg-
ments of our industry. A recent
survey by a national magazine at-
tempted to establish brand pref-
erence for room air-conditioners
and found that no brand was pre-
ferred by more than 54%. In-
cidentally this, same survey con-
centrating on southern markets
found that 15% of the people sur-
vcyed own conditioners today and
said they would buy air-
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condltloners w1th1n the 1mmed1ate
(futufe.- It is this broad interest in
our ‘industry - that .we. want . to
bring to your attention today. We
are. particularly; impressed by the
- interest shown ™ in the part of
- builders and on the part of the

- mortgage finanecing organizations.
. We are convinced. that in the not

too distant future the lack of air-
conditioning in the home will be
a definite factor of obsolescence.

‘The Problems Ahead

I would like to emphasize that
‘while there seems tp be no clouds
on.the horizon as far as our in-
dustry is -concerned, there are
_problems that must be solved by
the individual companies.if they
are to remain and be successful
in this industry.

I am sure that we can depend
on the engineers and scientists, on
the production manager and the
‘man on the assembly line to get
the lowered costs and the con-
tinued improvements that they
have contributed time ‘and time
again fo American industry, For
40 years I havé been  engaged in
the distribution side of our econ-
omy and certainly at no time dur-
ing those many years have I been
more aware of the important part
that sales management and all of
the components of our distirbu-
tion system must play in this rela-
tively new industry.

It would be unfair to say that
our, industry has done an inade-
quate job in selling the idea of
air-conditioning. But the fact
remains that we have stressed the
luxury-comfort features.
may not be unsound in, the initial
stages of a new product but to
reach the mass market a much
better job must be done in carry-
ing to the public the real story of
air-conditioning . . . the story of
health . .. of efficxency of the

down-to-earth utilitarian value of
air-conditioning — as it protects
from dust and pollen and from
man-made fumes and dirt, soot
and odors . . . a more aggresswe
job of pointing out the savings by
avoiding ill health, by reducing

This.

or eliminating the cleaning of fur-
niture and f1xture.= and
clothing.

We lived for many, many years

. without electricity—without . gas

— without running - water —— and

without convenient heating.. They .

Of -

(G13) 8-

With Paine, Webber
(Special to THE FINANCIAL CHRONICLE) ‘
BOSTON, Mass.— Everett W.
Wheelwright, Jr.; is now affiliated
with . Paine, Webber, Jackson ‘&

Curtis, 24 Federal Street.

are accepted requireménts—if ‘not: - * -

necessities—in our everyday lives
now. We even got along without
automobiles which is difficult for
our teen-agers to realize today.
Just as ‘these things are accépted
today, so will air-conditioning be
accepted on that tomorrow when
our, industry becomes saturated all
the way from the top to the bot-
tom with the knowledge and the
facts of air-conditioning.

I do not think I'm being unfair
to say that much of our growth
today has been without that kind
of selling that we as sales exec-
utives know this country is ca-
pable of doing.

There are other problems the
sales manager must face,

Need Cooperation of Electric
-Companies

Regardless of how good the
product is, it must be properly
appltied. We need adequate in-
stallation facilities, we need ade-
quate and permanent service fa-
cilities, we need above all else an
integrity of purpose and ability to
tell the correct .and complete
story and to bring to the atten-
tion of the buying public the
many benefits of this product. We
need cooperation with and from
the utility companies who are
facing a tremendous job in sup-
plying adequate electrical serv-
ices. We need a united effort
along with all of those engaged
in the sale and installation of
electrical appliances of all kinds
to see that our homes and our
buildings are adequately wired.
We need in other words to dem-
onstrate that unique phenomenon
of the American way of life which
is to create wants and to provide
facilities for having those wants

supplied by the product which
we have to offer,

Joins Palmer, Pollacchi
(Special to THE FINANCIAL CHRONICLE)
BOSTON, Mass. — Harry A.
Stathopoulos 'has become .associ-
ated with Palmer, Pollacchi & Co,,
84 State Street,

~ Joins Sutro Staff

(Special to THE FINANCIAL CHRONICLE)

LOS ANGELES, Calif.—~Edwin
W. Durand has become affiliated
with Sutro & }Co., Van Nuys
Building, He "was formerly with
Standard Investment Co. of
California.

W. 0. I(urlz, Jr.V P
of Am. Bank & Trusl

CHICAGO,. 1L, — William. - O,
Kurtz, Jr., has -been appoinfed
Vice-President, of -the-‘American
National .Bank; and" Trust -Com-
pany of Chicago it was announeed
by Robert E. Straus, Executive
Vice-President. ‘Mr, Kurtz has
been with - the bank for many
years. ’

American Secs. Branch
Opened in Hariford

HARTFORD, Conn.—American
Securities Corporation has an-
nounced the opening of an office

at 75 Pearl Street, with Elisha C.
Wattles in charge.

Mr, Wattles, who has spent
more than 35 years in the secu-
rities business, joined American
Securities earlier this year. He
has lived in Hartford since 1924
and was formerly with Coffin &
Burr, Incorporated.

1

BEAR, STEARNS & CO.
L. F. ROTHSCHILD & CO.

INCORPORATED

BAXTER, WILLIAMS & CO.

THE ILLINOIS COMPANY

GREGORY & SON HIRSCH & CO.

NEW YORK HANSEATIC CORPORATION

. WM. E. POLLOCK & CO.,

$40,000,000

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

HALSEY, STUART & CO. INC.
BLAIR, ROLLINS & CO.

INCORPOHATED

SCHOELLKOPF, HUTTON & POMEROY, INC.. WEEDEN & CO.

R. L. DAY & CO.

JOHNSTON, LEMON & CO.
INC.

SHEARSON, HAMMILL & CO. STROUD & COMPANY
IRA HAUPT & CO.
BACHE & CO.

STERN BROTHERS & CO.

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

Consolidated Gas Electric Light and Power
Company of Baltimore

First Refunding Mortgage Sinking Fund Bonds
Series Z 3%, due July 15, 1989
Dated July 15, 1954

Price 100.65% and accrued interest

DICK & MERLE-SMITH

INCORPORATED

INCORPORATED

H. HENTZ & CO.
COURTS & CO.
KEAN, TAYLOR & CO.

L July 21, 1954,
\

|
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Labor-Management Relations: (
. How Accountants Can Help

By A. W. RUCKER*

President, the Eddy-Rucker-Nickels Company
Management Consultants, Cambridge, Mass.

Management consultant lists as actions wherein the cost-
accountant can contribute substantially to improved labor-
management relations: (1) developing and making clear the
distinction between labor cost per man-hour, per unit of
product, and per economic unit of production value; 2)
developing double-entry cost accounting, and (3) developing
a realistic and true measure of productivity as guide in wage
policies and as means of gauging a firm’s economic contribution

man of the same century. The

pbook which contained this myth

is printed in almost every known

language; its name is “Das Kapi-

tal,” and the man who wrote it

- was Karl Marx. The myth which

' Marx propounded was simply this:

“Under the private enterprise sys-

. tem, the position of the working

. man must and does steadily de-

7 ‘teriorate; the worker.is robbed of

. his rightful share of the fruits-of
the labor he exerts.”

In discussing the accountant’s
and the corporate treasurer’s con-
tributions to labor-management
relations, it seems to me we have.
first to deal
with a Mys-
tery and a
Myth.

Few of us
havetakenthe
time to reflect
that account-
ing, to nearly
all workers
and fellow
human beings
whom we call -JESg
“labor,” is a
mystery,
wrapped up
in a puzzle
and conceal- Allen W. Rucker
ing an enigma. Its language often
is as different from shop language
as German is from Spanish; its
symbols are just as often as un-
comprehensible as those on some
ancient Egyptian pyramid; and
the end result of our computa-
tions frequently means less to the
worker  than an astronomer’s
computations of the positions of
the planets do to you and me,
Let’s mark it down, when we ap-
proach labor-management rela-
tions, that accounting is a mystery
1o most men, and one which we
must first clarify.

Most people are not figure-
minded; many of them even lack
the language that goes with the
figures. And of course their well-
known tendency to think or even
openly to .declare, “Figures don’t
lie but liars do figure,” is tae
Number' One ‘ hurdle to mutual
understanding.

Qut of this mystery and in be-
hind this hurdle, there has grown
up an amazing myth. “Some say
the myth really began with a-lit-
tle lawyer who sat writing in the
British Public Museum . Library
about a century ago; what- he
wrote has probably influenced the
thinking and .the lives of more
nations and more millions of hu-
man beings than nearly any other

more than a century; you can
easily test it for yourselves. If I
were to ask you now “What share
of American production does the
American worker receive?”, how
many could answer? If I were
also to ask you “Is that share less
today than it was ten or twenty
of fifty years ago?”’ how many
hands would show as, “yes”? Were
a Gallup poll taken in Worcester
or in Massachusetts and New Eng-
land, how many  would likewise
say, “Yes, the worker’s share in
production is growing less”?

Our opportunity as accountants
and our great contribution to
labor-management relations can
begin at the point where, in our
own firms, we settle once and for
all the myta of Marx and the
mystery of our own figures. For
instance:

What is the share of labor in
American manufacturing output,
What part or percentage of the
value of production goes to pay-
ment of hourly-rated factory
workers? And is that share great-
er, or less, today than it was at
the . time of Herbert Hoover, or
Woodrow Wilson, or William Mc-
Kinley? It is worth knowing that:

(a) Total wages paid each year
in ‘American industry are 39.3%
of production value, taking all
manufacturing as a whole; and,

(b) This percentage, with only
minor changes, has persisted since
the beginning of this century.l

And, just to keep the books bal-
anced, the-amount of production
value for each $1 of wages paid

Sty 1 SOURCE: “Progress in Productivity

*An address by Mr. Rucker before the and Pay, All U. S. Manufacturing, 1914~
Worcester Chapter, National Association 1952”; The .Eddy—ﬂucker-Nxckels Com-
of Cost Accountants, Worcester, Mass., pany, Cambridge, Mass.

- Offered as a Speculation
25,000 Shares i
HARLEY PATENTS, INC.
Capital Stock

Harley Patents, Inc. is engaged in the manufac-
ture and sale of clasps, buckles and other quick
release and quick fastening equipment for use .
in high speed aircraft, air cargo planes, airborne -
military equipment and the civilian consumer
market. Its office is at 580 Fifth Ave., N, Y. 36.

NEW ISSUE

Priée: $1.25 per share

|

For a copy of the offering circular phone or-write

“E. E. SMITH COMPARY
15 William Street, New York 5, N.Y.

Telephone: DIgby 4-4740

P

This myth has persisted for:

in U. S. Manufacturing tends to
be consistently $2.54.

These figures are not account-
ing abstractions; they . are :com-
puted from a highly official rec-
ord, the U. S. Census of Manufac-
tures. That Census.is one con-
sisting of the actual book records
of some 250,000 individual estab-
lishments.

It turns out that the American
private enterprise system develops
$2.54 of production value for every
dollar of wages paid and pays
wages consistently averaging
39.395% of production value.2  In
brief, Karl Marx propagated ’a
myth, to state the matter in the
best light. .

Since I developed these figures
some 20 years ago simply by, ap-
plying my own cost-accounting
training, I have found that similar
near-constants - exist “in almost
every type of manufacturing busi-
ness. The figures will naturally.
differ for each business, but they
tend to be consistently the same
year after year. Two years ‘ago,
in the plants of a mid-West chem-.
ical manufacturer, the industrial
engineers and cost accountants
assured me that it could not be so
in that firm; they had cut labor
costs by 18.5% in the preceding
five years. Yet. when the eco-
nomic audit was made for those
plants, labor’s share of production
value in every one of those years
same out to 16.32%, with a devia-
tion from that five-year average
not exceeding on-half a percent-
age point in any year.

Just this past week, a client in a
machinery business sent me the
record of labor-time reduction in
his plant within a three-year pe-
riod. The reduction was 17.8%.
Nonetheless, in all these years, he
paid labor as wages an annual
amount of 44.53% of production
values.,

How is it possible to reconcile
this constant sharing with labor
and the undoubted reductions in
labor-time? Here is one of those
mysteries that the cost accountant
can help to solve and, with the so-
lution, aid to start a new era of
understanding between labor and
management. - My own approach
is along these lines:

Labor Cost Per Hour and
Labor Cost Per Unit

If you will take your own rec-
ords and compile a five or ten-
year .record of average hourly
earnings in your plant, you will
find that the trend is constantly
upward .This is an easily available
record. The effect of the upward
trend of average hourly earnings
in the plant is to offset and to
counterbalance the downward
trend. 'in average man-hour per
unit ‘of output.

- But, and here is the core of
accounting mystery, few plants in-
deed have any physical measure
of units of output. Unless we ac-
countants can develop such a
measure, or its equivalent, we ac-
tually do not know, on a plant-
wide perspective basis, the aver-
age labor cost per unit. Those of
us who have tried to construct
some measure which would cor-
rectly express tatal plant output
in physical units are willing to
say that it is impossible in any
multi-product plant, especially in
any jobshop. And for practical
purposes, I think that to be the
case. Even more important, even
if we constructed such an index,
-it would ‘be increasingly less use-
ful with the passage of time and
the' changing -specifications of our
products. So, for multi-product
plants, we have no way of obtain-
ing an average labor cost of unit

2 The figures, 39.3959%, as labor’s share
of production and 7$2.54 per dollar -of
wages, are the Rucker Near-Constants.
The standard deviation is plus 1.665%.
See “Progress in Productivity and Pay,”
supra.
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of product for comparison with
average- labor- costs per hour- of
time.

However, we are not without'
‘recourse.

There is one measure
common to all products. It is dol-
lars of “production value,” i.e., the
market worth of your . output
minus your costs for materials,
supplies, etc. That figure will be
the economic worth of your own
production efforts, as distin-
guished from "the  costs of ‘ma-
terials, or in other words,: your
own Production Value.' This fig-
ure. reflects- not only changes in
your prices and labor wage-rates,
but also changes-in specifications
of .your products. It.is presently

the most accurate method I know °

of measuring“economic or market
production. “And ‘it enables one to

find his own figures for (a) labor--

cost’ per economic ‘unit and (b)
with ‘his payroll, to find his cost
per labor man-hour. For example:

Using figures from the U. S.
Census of Manufacturers and de-

flating Production Yalue (value

added) by the price index of the
Bureau of “Labor Statistics, we
have for any series of years the
economic output of all manufac-
turing combined in constant dol-
lars. In 1914, to illustrate, we used
1.30 man-hours per dollar of eco-
nomic output; in 1953 we: used
only 0.41 man-hours. Thus, labor-
time per economic unit has been
cut no less- than 68.46% in 40
years, a phenomenal achievement
in productivity  improvement.

In the same 40 years, however,
average labor earnings per hour
have risen to 791% of the 1914
level. Had it not been for reduc-
tion of 68.46% in labor-time per
economic 'unit, labor-cost per unit
would have risen as much as

Fourly labor costs. As shown by~

Figure 2 here, we have had a con-
stantly widening spread between
(a) hovrly labor costs and (b)
unit labor costs. This spread
measures ‘“labor savings” in dol-
lars as shown on Figure 2, for the
period 1914 to 1952, inclusive.

A similar approach with the
figures of a single firm will en-
able you to disclose the difference
between labor cost per unit and
labor cost per hour. By so doing
you will have mrade a 'lasting con-
to labor-management
un-erstanding.

You may make still another
contribution, perhaps of even
greater value.

Double-Entry Cost Accounting

I may shock you slightly by
saying that too much cost ac-
counting is scarcely more than
single-entry bookkeeping. We duly
enter every item of cost, often
down to the split-minute of ma-
chine-time, and we end up with a
tabulation looking like a Federal
budget. but all the items are in
one volumn. What about the off-
setting credit to those charges?

This is no idle question. If we
stop a moment to reflect, we easily
see that labor is paid by the hour
or by the piece, but is kept in
darkest ignorance of what value
the firm received for the part the
worker played. At the heart of
most arguments about wages 'is
this same ignorance; the worker
does not know what his firm got
for his hour of work, or for each
overation or-piece he turned out.
He literally cannot begin to bal-
ance the books in.his mind. .So,
it isn’t strange if the typical work-
ingman begins to feel that some-
how labor doesn’t receive its pro-
per or equitable share. In other
words. so long as the hourly com-
pensation bears no relation to the
economic worth. of the effect, or
no visible ‘relation, it is hard to
blame a man and his-union for
feeling and acting as if that share
were too small. I susvect that one
of the great pressures behind the

' Specimen Rucker-Plan Standards

Productivity, per $1 of wagés
Labor’s Share

"7 ¥ * Mariagemeént’s ‘Share ____

$2.1887 100.00%

$1.0700 -~ 45.69%
1.1887 5431

demand  for - ever higher wage
rates per hour is the fairly strong

.conviction on the part of labor

that it: just doesn’t get -its fair
share. | ] 3

This conviction is naturally
strengthened whenever the indus-
trial  engineer or - methods en-
gineer, with his new ways of
doing .things and his stop-watch,
sets in to cut labor-time on'an
operation. The worker sees before
him the imminent likelihood that
his “working ‘time is being: cur-
talled; he has no way of knowing
that the sales department is meet-'
ing competition and likewise ‘cur-
tailing the firm’s .income from
that operation. In the absence of
double-entry cost accounting, the
amazing thing ‘is that there is not
far more pressure than exists for
increasing wage-rates, -

Here is an area of opportunity
wide: open to .the cost accountant
who would make a genuine con-
tribution to labor-management
understanding . and cooperation.
When one goes fully into the mat-
ter, he usually finds that most, if
not all, of the reductions in unit
costs sooner or later  find - their
way into the hands of the cus-
tomer in the form of lower prices..
Would it greatly surprise you to
see from the figures of our over-
all manufacturing record of the
past 40 years that:

(a) Costs per unit have been cut.
almost 70%; but

(b) Prices per economic uhit.
have likewise been cut the same?

In other words, it can and prob-
ably does help labor-management
relations for employees to know
that improvements in productivity
are passed along to the consumer
in the form of lower prices; they
are not retained as added profits.
by management, certainly not for
long. . e

Earlier this year, I had an in-
teresting experience in this con-
nection. A 'multi-plant. firm' ex-
pressed a genuine interest in the-
Rucker Plan, but objected to ‘al--
lowing for labor a constant per-
centage share of production value..
Briefly, the objection was based
upon the contention, backed with
ample evidence, that plant execu-
tives had markedly reduced labor
costs ‘and increased productivity
without any incentive to em-
ployees other than regular ratés of’
pay. It turned out that the execu-
tives. were..absolutely correct in
their figures, -as our Economic
Audit clearly showed; the only
mistake was that the figures were:
not carried out far enough to re-
veal the two most essential facts:

First: The disconcerting fact
that prices to the customer had
been reduced exactly as much as
costs had been cut;.and :

Second: The gratifying fact that.
with the price reduction, the total
volume of output had risen so
much as to provide a rich reward
in added employment, pay and
profits. .

These are the sort of facts that
we cost accountants can and per-
haps should develop and reveal to-
management. In blunt terms, we-
can and perhaps we should de-
velop double-entry cost account—
ing and thereby clear uo much of
the mystery as to what the figures
really mean. e

Measuring Productivity e

Now there is a third area, adja—
cent to the two which I have just
discussed, which presents an -at-
tractive ovoportunity for advance-
ment to the cost accountant with
imagination and ambition. Let me
develop it a bit in detail.

For some years past, we have
beard much of labor-management
discussions and of some contracts
based unon an “improvement fac-
tor.” General Motors led the way,
agreeing to increase wage-rates
each year by 4c an hour, or about
2Y4%. The justification -for that
increasé is the estimated average
annual increase in. ‘productivity
per man-hour, said to- average
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-+ - hationally: about 21/4 to 21& an—

nually ¥
~“As we come to hear ‘more- and
more ‘about productxvrty, many of
our firms ‘are -going to -discover,
to their “cost, that they have no
easure . of - productivity ‘on a

plant-wide basis.. Clearly; the na--

tional average will have no neces-
sary relation: to the' average-in
your plant. Is it less'than 2% %?

If so; then an “increase .yearly. in
‘your wage rates by 2% to 2% %
will surely inerease your :costs;
tend-to raise your. prices or to de—
press the earning- capac1ty of -the

business of narrowmg1 margms or

‘curtailing ‘demand -

< Somewhere " in " the’ top ~man-
agerlal ranks of every firm, there
must be some harassed - executlve
“who’ would ‘give ‘a_great ‘deal to
‘know precisely what productivity
+ 'gains- his. firm- is making. -—— and
‘whether .or -not 2% % as:a wage

‘Increase .is .too ‘much, too little or "

‘just right. - And-how ‘much ‘it has
‘already been -utilized-to ‘give the

‘customer a: price’ as low .as. that,

of his competitors. *

+Just this past-Monday, I'saw .the
:hgures for a job show (tools.and
dies), broken ‘down by -individual
orders, according to the method L
-am outllning below, For overone-
-half ‘of these products, the figures
‘were horrifying; had" it not been
for a few orders .in the lot, the
firm could not possibly have kept
-its head above water. Yet, accord-
Aing to the regular c05t-acc0untmg
“method, every single order showed
a- proflt And there wasn’t- any-
‘thmg wrong whatever -with - the
cost ‘accounting, except that it'was
single-entry accounting. This: firm
has. only recently given a.‘pro-
ductivity improvement . increase”
.and is now awakening to the sad
#fact that'its’average.gain’in prod<
uctivity, all " products- . included,
does not-‘come anywhere near to
the increase in-wage-rates.-

.The lack in this. instance, is ' not
one ‘of correctnes,s and accuracy, in
-costs, but one of . reliable ‘produc-
Hivity: measures... This- is the usual

laek, indeed it is almost a univer-,
ﬁal lack, there -just _are-not: any.
measures of ‘plant-wide produc-.

‘tivity in" other than' a few :firms.
-:And I . consider : that ilack' due

largely to- single-entry  cost .ac-

countmg, to too much emphasis on

xtems .of ‘expense, and too little or.

“ho consideration_of the counter-
‘balancing real income.- For in-
.stance,. how many executives. ac-
,tually: know ‘what _the production
“yalue income is in their. plants,

taken as a whole or by individual -

“products. or - orders? And how
:many know. the: relation-of .wage
costs to production value, and of
“production value ‘to labor man-
-hours.

_In one well managed plant, we
‘have re-engineered the entire cost
_system; not.only .on a plant-wide
basis, but by individual products.
_'The resulting Rucker-Plan- stand-
‘ ards for the entire plant look are
-as shown in the accompanying
r tabulation.

. ~Any job.which will not yield
$2 1887 for each $1 .of labor cost
“comes ‘under immediate scrutiny;
- first to make sure the cost sheet
is properly figured; second, if so,
~to make sure that the ‘industrial
-engineers and. methods.men have
" done their utmost; then third, to

" put pressure on the sales depart-
ment either to obtain.a price suf-

. ficiently high to yield $2.19-per

, wage dollar .or to reduce the or-
ders taken for jobs which yield
less ‘than $2.19 per wage dollar.

- Conversely, any job which does

. yield: $2 18887 ~per $1 wages . or

- better is the signal to put the sales

- emphasis .on such jobs, assuming
the figures are correct and can be
-realized in actual operation.

In the final analysis, the .cost

* accountant who can provide a
complete picture of the economic

- end-results will be a-man marked

’ Ior promotion. These end-results
‘must be, I think, expressed in

“ terms of the firm’s economic con--

tribution. That/is not total sales

‘formation- and- understandjng will*

. The Commereial:-and Financial Chroricle -

.

value'or-sales:value-per sunit:of ;-
- product; it is, instead;* product'ron v
-value. The reason is- sunply this: -

“total sales-value of ‘output’ in- .~

cludes two sets. of ~values; 'the' '~
value of the raw materials; sup--"?in
‘plies, power and a‘variety: of other - -

items bought from others, not pro-*
duced by the firm; and-the second;

FIIA Termed (Greatest Boon to Home Owners

George -C. - Johnson, Presndent of the Dime Savings Bank of

Brooklyn, largest savings. bank holder: of home: mortgages,
says FHA is one of few Federal agencies tllat operates

at'a proflt.

“The: Federal Housing Adminis-
‘set-of “values ‘are those added’to tratron

“has” been the. greatest

raw - materials by ‘the processing :boon ever conceived to benefit the
in your-plant.. It is the change’in’ home-buymg public,” declares

the form,-dimensions, color; chem= *
ical’ nature -or-other-changes.. £
raw materials; to convert them-in-
to.a-product your customer. wants. !
That:--value is-your own produ_c_—‘*;

" tion value, ‘distinct’ from the pur-;
-chased cost of Taw -materials- pro-

duced by others.”

Production "Value: is 100 0%
the true production-in-'any pla
it is ‘also 100.0% ‘of the plant’s i
ternally-disposable income: “That- |
is “ the "Figure “to ~obtain, Jand: to'.
which' all others must be r ated -
For: instance: =

(a)- What
value: per $1 of ‘wages;per man-
hour of labor-time? :

(b) “How, much_ is it: changmg,
and is the change an 1mprovement
or a’reduction in productivity?”

is- your productlon »George C Johnson

George C.
- Johnson,Pres-
ident of ' The
- Dime Savings
""Bankof
Brookl ym,
.which origi-
. natesandholds
‘morehome
- mortgages
‘than any-other
savmgs ‘bank
in’ America,
Mr John:
.’ son’s comment’
was made: as
the FHA ob-
‘'served the

th anmversary ‘of the formation
“of - that - Federal agency. Pointing
‘out.that “The FHA is ene of the
+very. few ~Federal ' agencies that

(c):What should ‘management do ‘has cost the taxpayer nothing, and,
about it in wage. negotlatrons,_m in“fact, has operated at a profit, »

selling?
Here is an:entirely  new ¢ area

the banker stated:

“t “Until establishment of the FHA
full of promise and -prospect ferr in'June of 1934, the purchase of a .

the man of imagination -who in-, home ‘was extremely difficult for
sists on seeing the ‘whole, as -well,the . average famxly Usually - it
as the individual .part, of this in-:was necessary to serimp and save

tricate ‘economic:

interaction - offor many years to accumulate the

wages, hours; productivity, pay,. high"down payménts” until” then

prices and costs.

Summary

srequired, ranging from 35 to 50%.
Then,. when this money was fi-
- nally accumulated, a three or five

Out of that relatlonshlp can- year-straight- mortgage was writ-
come .an understanding ‘on’ the: ten:at high interest-rates. .When
part of -management and. a means the mortgage came due at-the end

. of - developing . that same under - of - that short term, “few ‘home-
standing on the part of. employees ‘buyers were able to pay it off and .

and - their unions. I can‘say -that- the ‘mortgage had to be renewed,
the -man..who .initiates and- who for, which large fees were charged.

-equips hiniself to develop.such in--.
be marked for promotion .and ‘ad-:

surpnse lum

exceptions, needs better figures. in:
the sense’that they are:morecom- -
prehensive’-anid provide: perspec-«
tive.” In"this paper, I have:liste

-and touched upon: ‘three ‘areas;’
‘wherein the cost' accountant .can™

contribute ' substantially -to im-:
proved, :labor-management rela--
tions and to hisown advancement .,
They are:

(1) Developing and makin g
clear the distinction between labor’

cost. per- man-hour, per unit;-of: i
product,. and per- economic ‘or dol-, : -

lar unit of production value; - -

(2) Developing double-entfry-
cost accounting, wherein not. only,
input - of effort and:eéxpenses ‘are :
shown, but also the resulting out- .
put of value; .

*(3) ‘Developing -a .realistic and ;
true measure.of productivity as-a -
guide in wage policies and as a
means of gauging the firm’s true
economic contribution.

These .are new fields for most;
but this is a new age-in more than
one -respect. New fields can be
fields of opportunity, not only.for
personal advancement ‘but for
genuine contributions:-to: the ‘ad-
vancement of human" relations.
You can-help to make our private
enterprise system more intelli-
gently democratic and, also, our
democratic system more mtelh-
gently capltahstxc

Slayton Adds to Staff

(Spectal to THeE FINANCIAL CHRONICLE)
QUINCY, Ill. — James McN."
Duncan is now with Slayton &
Co., Illinois State Bank Building.

With Harris, Upham
(Special to THE‘FINANCIAL CHRONICLE) :
BOSTON, Mass. — Bernard P.
McParland is now with Harris,
Upham & Co., 136 Federal Street.

Frequently, unscrupulous lenders
would .foreclose, since- such action
vancement in. a’ degree that/ may was. ‘entirely: within -their rights-

e - if-the mortgage-was not paid when
Any and’every plant with few due.: It was rare that the average‘

famxly of - moderate means was
.able to own 1ts home ‘free and
clear.

“But all that was changed- w1th
the advent of the FHA. It brought
with: it an ‘entirely new concept
of mortgage financing,, and has
made home ownership possible for
millions of families. Today, nearly
60% of the families in America
either.'own or. have substantial
equities . in - the homes in” which
they live, '

““This " has . been accomphshed
through.low down payments, low
interest -rates and long-term ‘self<
amortizing mortgages, all of which
were developed. by the FHA as

*,one of its cardinal policies.

“After a low down payment,
compared with what was formerly

:required, an FHA-insured- mort-

gage is written for a.term of 15
to 25 years. Equal monthly pay-

‘ments on principal, interest, taxes
‘and insurance are made" by 'the

home-buyer. In .this - way, . his
monthly - payments are no more
than rent for comparable living
quarters, and every month he is
increasing the equity in his -home.

‘At the end of the mortgage term,

he owns his home free and clear.

“Foreclosure is extremely rare
today. During the past 20 years,

‘the FHA has insured more than
20 million loans aggregating near-
-1y $31 ‘billion. Total foreclosures

last year on all types of home
mortgages were less than 21,500.
This compares with 252,000 fore-
_elosures 'in "1933, the year before
the. FHA was established.

#“It must. be .remembered . that
the ' FHA does not lend money. It
simply ‘guarantees that the : mort=

-gage lender will not lose\fn ‘the

transaction.. Because of this in-
surance, it ‘is p0551ble for-lenders
to ‘write mortgages" with - lower

(315) 11

down payments-and for longer

‘terms  than would be possible ‘un=" -

der most state banking laws !
“Actually, the FHA- is a flI‘St-v

- rate example of government and

business -in- partnership* with n
cost to the taxpayer. The FHA has
reduced the formerly extremely
high price- of mortgage credit by
spreading the risks over the en-
tire nation. Because of the ap-
proximate 40 cents per month per’ *
$1,000 of mortgage insurance
which.the FHA receives from the
borrower, the FHA has operated’
at a-profit through the 20 years:
of its existence. Early this year,.
the ‘FHA -announced that it had’
repaid to the U. S. Treasury the.
$65 500,000. advanced to set up its]
insurance program, plus $20, 350-
000 interest at 214 %. )
+ “The  Dime~ Savings Bank - of.
Brooklyn has supported the FHA,
Frogram from -its inception ' and’
day we have nearly 13,000 FHA
insured -loans in .our mortgage‘
portfolio with the current balance
in excess of $86,000,000. Relatively.
few of these 13,000 home buyers
would ‘have' been able 'to embark
on "home ‘ownership had it not
been for the FHA. In-addition, we:
hold more than 21,000 home mort-
gage loans guaranteed by the* Vet~
erans Administration; and these
two -types- of government-backed
loans. account for approximately.
half of the 67,600 home mortgage

‘loans now held by our bank.

“The home building industry is
a cornerstone - in -the -American
economy, since one -out of -every.
six persons' gainfully employed
depends upon that industry for his
livelihood, either directly or ‘in-
directly. In turn, the FHA is a
cornerstone in home building, and
has been for 20 years. This agency
must never- be allowed to become
a political football, nor allowed to"
be shoved aside into some minor
position” in the Federal Govern-
ment. Instead, I sincerely hore
‘that by the.end of another 2¢
years, the FHA will have helpec
make owneTrship“possible for mil-
lions more ‘American families. -

f /u.r annauncemenl inot an qffer of wecurilies joﬁ Ja le ora Jaltulalzon ofan ojfer lo buy securilies..

New Issues

Colorado Interstate Gas Company-
'” ‘}$30,'000 000 First Mortga'ge Pipe Line'Bonds, 3:35% Series due 1974 .
110,000 Shares Cumulative Preferred Stock 5% Senes

Par Value $100 per Share

$100 per share for the Preferred‘ Stock

plus accrued interest and accrued dividends; .

Copch oj the prospectus may be obtained from such of the umimrl ighed (who are among
the underwrilers named. in the prospeclus) as.may legally offer
these securities under applicable securdies laws.

The First Boston Corporation-
Glore, Forgan & Co.

‘W. C. Langley & Co.

Merrill Lynch, Pierce, Fenner & Beane
Stone & Webster Securities Corporation

Prices:
100% for the Bonds-

respectively, from July 1, 1954

|
‘Dillon, Read'& Cé. Tné.
- Blyth-& Co., Inc.
Goldman, Sachs .&'Co. :
Lazard Fréres & Co.

Eastman, Dillon & Co.
Harriman Ripley & Co.

Smith, Barney & Co.
White, Weld & Co.

July 21, 1954

" Incorporated
Lehman Brothers

jitized for FRASER
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— — moments of strength; neither-
|l are they particularly conspic-
THE MARKET AND Yn“ ~ )l uous when there is selling
2k w370 around. An exception might
By WALLACE STREETE be Missouri Pacific which oc-
e casionally races ahead and did
e so this week after a rather
" Stocks have spent the popularity with little spectac- protracted rest. This stock,
greater part of two weeks now ular about it. Pan-American .. i ple’ at a few pennies
proving that they can back World Airways was SOme- ,uer $4 a5 recently as 1950,
and ‘fill ‘at- historically high thing of a trading item, ap- y54 ‘heen holding in a range
levels”‘whilé' a handful of pearing on good volume more o010  times that figure as
favored groups take over the days than not and at the best 4110 various plans or recapital-
spotlight on strength enough price level in half a dozen jation come up and. are
to attract profit-takers at the years. Braniff Airways, divi- scrapped in turn. The peak of
first sign of a pause. This type dend-less. for a- couple of 4 hopes was reached in 1952
of action was especially prom- years, which set a ‘postwar oy it approached the $60
inent in the aircrafts which low this year, also turned j,qel. :
soared for several successive firmer and occasionally fea- :
sessions before bumping into tured in fair activity.
a somewhat sharp selloff. At ® k. %
the climax, which came asthe = For the oils it was a case. of
week  started, no less than pore of the same, general
seven plane issues dominated yweakness persisting as more
the eight most active issues t0 ¢ompanies reduced their re-
post something of an unusual finery runs to keep inven-
show of unanimity. tories of finished products in
B line. The oils dominated the
The preference for aircrafts daily new lows, notably Tide
was also somewhat surprising Water, Wilcox, Pacific West-
since their spectacular gains ern and Shell Oil, most of

* * *

Outstanding Secondary Issues

Mack Trucks continued as
something of an enigma, with.
all sorts of merger. rumors
aroused by the persistent
buying but none working out.
Northeast Capital Corp. must
be given credit to a major de-
gree for the activity, the June
report showing holdings up to
411,000 shares. This included
acquisitions of 14,200 in

earlier this year had carried
them as far as appropriate
to discount the splits that
came along subsequently and
the excellent earnings which
also fulfilled all the hopes.
But their-siesta was brief and
the ability to spurt ahead
again despite statistical con-
siderations and the fact that
the general market was in
something of a stalemate,
bred a follow-the-leader popu-

larity.

* ok

Atomic Energy a Magnetic

Issues that have any con-
nection with atomic energy
also built up an occasional fol-
lowing, Carborundum, Vana-
dium Corp., and Climax Mo-
lybdenum showing an ability
to spurt occasionally. Unlike
the aircrafts, however, they
didn’t feature in setting all-
time highs; notably Vana-
dium, which has made im-
pressive strides in recent
years, but still only reached
about half the level of its rec-
ord high of 1929. Nevertheless
it has tripled in price in half

a dozen years.

* * *

Firming Airlines
The airlines are a similar
case of a return to moderate

cumoxe'iu »
| URANIUM M
URACORPORATION
COMMON STOCK
Price 15 Cents per Share
Write for

hone of )
:)ﬁ:ring Circular C22

LLIER & CcoO.

1 Exchange pL, Jersey City 2, ll.l».
Jel. Dilaware 3-3801

N.Y: Phone: Dighy an

them repeaters. The Standard
group, and Standard of Cali-
fornia in particular, were a
bit more steady, although
Indiana Standard was a softer
item with some definitely
week spells.
* * *

Royal Dutch Petroleum,
which withdrew its listing
from the Stock Exchange 18
years ago rather than comply
with the accounting regula-
tions of the Securities & Ex-
change Commission, returned
to listed trading. this week
which, - considering the low
state of the petroleum section,
was a somewhat inauspicious
bit of timing. When the shares
were removed from trading
in mid-1936, the issue had had
a range that year of 48-57. In
counter trading the following
year the stock reached a high
of above 80. Since then there
have been a couple of stock
dividends, including 20% in
1946 and 2% in 1952. The ini-
tial sale as it returned to list-
ing was 59%4.

*

* *

Textiles Simmer Down

The fanfare started by
Burlington Mills, first with an
offer for Pacific Mills at a 14-
point premium and then for
Goodall-Sanford with a pre-
mium of around $7, simmered
down largely although Good-

all was able to show gand.

market action occasionally.
The Pacific Mills tender was
all over so quickly, with a

- weekend .intervening, that
- holders "able- to take -advan-
. tage of the .offer. apparently
.were only a handful. With a
Jonger deadline on the Good-

all offer, the $20 tag spurred
a rather unusual group- of-

.cash sales so that the stock

could be tendered immedi-
ately. :

* * *

Rails continue to lag with
__the' consolation - that- -while-
they aren’t overly buoyant on

March, 14,800 in April, 14,700
in May with a sizable increase
to 34,320 shares in June—
rather concentrated attention
by one holder with little in
the way of official explana-
tions for it. The issue, conse-
quently, has pushed to suc-
cessive new highs for several
years. The postwar high’ for
the issue was achieved shortly
after it was split in 1948 and
it now' is working toward
eaualling the intervening
1951 high only a fraction
away.
* .
International Telephone
was another secondary issue
that was given far more at-
tention than the lesser quality
shares generally. In a rather
subdued way it pushed ahead
withdeterminationand
finally eclipsed the 1952 high
to make it the best price for
the issue since' its 1946 top
when speculation was far
more rife. This and the gen-
eral play in the market served
to indicate that for a change
some of the issues other than
the blue chips were attracting
some attention, both from the
public and from the institu-
tional investors.
* *
Technically, the market ac-
complished little in its
meandering. ‘Selling pressure
wasn’t heavy or spirited
enough to do anything of con-
sequence to the averages. The
high for the move, made a
couple of weeks: ago, is still
intact™ for the industrials. In
the interval, the rails "have
.succeeded in nudging their
high along the route but with
the air of doing it only as an
incidental, or perhaps acci-
dental, achievement.

*

*

[The views expressed in this
article do mot necessarily at. any
time _coincide with  those of the,
Chronicle. They are presented as
those of the author only.] .
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From Wcﬁington
- Ahead of the News

By CARLISLE BARGERON

One of the Administration’s greatest accomplishments in its
first two years of office, although:it won’t have much vote appeal
for the man in the street, will likely be the putting of a dent in
that octopus known as the TVA, and giving a set-back to the vast
organizauon ot public power lobbyisis. “They ’ ! ;
have been pretty much having their own way
for some 20 years. The Administration’s deter-
mination in this respect and, its -turning of
deaf ears to . the powerful education ‘lobby,
should. rate the hearty plaudits of all “right
thinking” people, as the expression goes. .

Its policy towards the education lobby has

. been negative rather than affirmative. It has

simply shrugged off their fantastic demands,
asking Congress, instead, for a minor appro-
priation to set up a conference with the State
Governors next year to dicuss the situation. -

But in the power fight, it has turned
thumbs down on the efforts of TVA to get
money for another plant to furnish power to -
the Atomic Energy Commission; and directed
that a contrart be made with two private
utilities, the Middle South Utilities, Inc., and the, Southern Com-
pany, to build the plant instead. !

1t is this proposition that has been causing the public power
lobbyists to scream their lungs out and tie up the Senate for more
than tvyo’ weeks. Their noise has apparently lacked the substance
of sufficient votes and the indications are, at this writing, that
the Administration will win. S

It is not my purpose to pass upon the merits of the particular
contract. Nothing but another TVA plant would suit the public
power crowd. But the plain fact is that something has got to be
done to stop the spread of the TVA if private enterprise is to
continue in the electric energy field. TVA was put over on the coun-
try as an adjunct to flood control and navigation. The Federal Gov-
ernment has the responsibility for flood control and navigation,
had to do something in the Tennessee Valley area, it was argued,
and it should have the right to dispose of the incidental hydro
power. The argument was palpably false at the-time. Flood con-
trol and navigation were the incidental phases of the project and
were used as constitutional pegs for a great public power splurge.

TVA has long since gotten away from water power. For the
54 fiscal year it will use 45% water power and 55% steam.
When its present construction program is completed in 1956 it will
be using 70% steam. $

There has been little or no resistance, certainly no effective
resistance, to the TVA’s steady expansion to meet the increasing
needs of power in its area. It long ago pushed the private com-
panies out, so manifestly if the increasing needs of the area were

Carlisle Bargeren

to be met the TVA must meet theni: """

" But now it is. threatening to spread out to the periphery.
That is where the 'present Administration is calling a halt. TVA’s
present production. is about 10 million kilowatts. Of this the
Atomic Energy Commission takes about 30%. But in a couple
of years AEC will be taking from 30 to 50%. It would hardly
seem that the government will go on making atomic weapons and
stockpiling them forever. A cutback, we have every reason to expect
unless we are to go nationally insane, is bound to come. TVA
would then have a tremendous amount of surplus power on its
hands and there is no doubt what it would do with it. It would
flood the surrounding private companies and ruin them. This is
the main reason the Dixon-Yates combine are anxious to build
the new plant. :

Although it has not been so much to the fore in the debate
on the Dixon-Yates proposition, there is a deep underlying opposi-
tion to the Administration’s provisions in the pending Atomic
jEnergy Act dealing with the future usé of atomic energy for
industrial uses. The Administration’s policy is to turn this over
to private enterprise. The public power lobbyists are yelling that

this is a giveaway of $10 billion. e T
We taxpayers, it is argued, have put up that amount for the

-development of atomic energy, and we taxpayers should hold onto

its ownership. It'so happens, in the first place, that the monéy

.so far has been spent.largely on bombs, and secondly, I,.as one

taxpayer,have no desire to be the owner of atomic energy ‘in the
future with the government administering- it and not giving me

.any dividends. on my "steck. ‘I now own, as a taxpayer, the

Mississippi - Valley development, a St.- Lawrence “seaway,”. an

-intracoastal waterway, all-sorts of other waterway developments.

‘It lqoks as though I might soon have a piece of a project to
harness the tides at Passamaquoddy Bay. I even own a piece of .
TVA. But they all' cost me money.. They‘ don’t return ahy
dividends to me. A '
I should like to see enterprising gentlemen who will know
how to make money out of it, take over the industrial development
of atomic energy so they will pay taxes on what they make an

reduce‘the size of the burden that I have to carry. :
But you would be surprised.if you sat in the Senate or House

" gallery. ahd heard how plausible the public power crowd makes

their arguments sound.
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Carburetors, Fuel Pumps
and Filters

Artillery Shells

Nuclear Energy Products

0il Field, Plpe Line and
Industnal Valves

.The'Commercial and Fi:ﬁan’cial Chronirle

‘A Fine Old Company
Highlights its Report
under a New Name

‘When the American Car and Fqundry_ Company was

incorporated in 1899, and for many years thereafter, its

name was descriptive of the company’s principal activities.

Today’s activities, however,

- extend to many other fields:

aircraft, nuclear energy products,
electronics, and more recently, the
revolutionary new Talgo train.

Because of this forward-looking
policy of expansion and ;
diversification, it was decided to
adopt a new name, one that ﬁore
accurately describes the scope of

‘present and future operations.

Thus, it is under the name of
QCf Industries, Incorporated,
that we submit highlights of our
earnings and op_eratidns during
the past twelve months.

ac

- Highlights from the
55th ANNUAL REPORT

for the fiscal year
ended April 30, ]954

GROSS SALES $245,086,908

PAYROLL 60,782,521
159,971,557
12,730,222

DEPRECIATION . . . . . 3,824,188

NET INCOME 1,178,420

EARNINGS P’ER SHARE:

Preferred . . . . o § .. 26.87.

DIVIDENDS DECLARED:
Frnm. Current Year's Earnings
Preferred . . » 2,026,150
Common 2,900,992

INCOME RETAINED IN BUSINESS 2,851,278

(317) 13

INDUSTRIES

INCORPORATED

.30 CHURCH STREET * NEW YORK 8, N, Y.

The Revolutionary Talgo, Train;
: : Builty by-QCf/ . -

hitized for FRASER
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“Economic Sky

Grows Brighter”’

By HON. SINCLAIR WEEKS*
Secretary ofICommerce

Secy. Weeks, in decrying gloomy prediction of a depression,

points to a business revival and states “We are on our way to

a fall season; spurt in business and employment that may

‘require even optimistic forecasters to revise their figures

upward.” Lists accomplishments of Administration and ex-

presses confidence Congress will carry out President Eisen-
hower’s economic program.

There is' no end to America’s
flight forward if the Federal Gov-
ernment and the American people
continue to give their free enter-
prise system a
chance to op-
erate and our
economy a
chance to
grow,

Just this
weekour
Census Bu-
reau survey
for the month
of June esti-
mated em -
ployment at
62.1 million—
a jump of one
million over
the number at
work a month ago. When more
than 62 million men and women
have jobs, it takes more than a
parcel of pinks to panic them.

To day the clouds are lifting
and the economic sky grows
brighter every month. But the re-
vival is not on accident. The ad-
justment from a war to peace
economy did not snowball into the
depression  which the calamity
howlers had predicated because:
First, your National government
took positive steps to instill pub-
lic confidence, to check decline.
and to spur recovery; and second-
ly, the American people, their,
confidence bolstered, took advan-
tage of the economic “measures
fostered by their government and
used their private enterprise sys-
tem to accelerate business:' and
make jobs.

Without resorting to any of the
deadly socialistic drugs prescribed
by the left-wing medicine men,
the government in cooperation
with the people has brought qur,
economy back to a relatively nor-
mal basis’and is’ preparing the,
ground for new economic growth.

We are 'on our way to a fall
season spurt in business-and em-
ployment' that may require even
optimistic. :forecasters - to revise
their figures upward. o .

I predict better days ahead be-
cause I believe that the most vital
parts of President Eisenhower’s

Sinclair Weeks

economic program- will pass the -

Congress.

It seems too frequently to be the
fashion to ‘accuse -the Congress of
doing nothing when in reality
hard-working Senators and Rep-
resentatives have been studying
and enacting an exceptional
amount of worthwhile legislation,

*From an address of Secy. Weeks at
the dedication of the New Airport Ter-
mg;al Bldg., Charlotte, N. C., July 10,
1854.

the benefits of which will last for
years,

I believe that the bulk of the
President’s program to put more
money in people’s pockets will
pass this month because the public
wants it passed. A majority of
public-spirited members of Con-
gress — regardless of the party
label—will vote for that program
in response to bipartisan and na-
tionwide demand.

It will pass becauseé both the
public and the Congress know it is
the strongest new force in our

_economic life to make jobs, to aid

big and little business, and to
speed up ‘prosperity. )

Here is a nutshell are a few
measures already taken by the
Administration to stimulate busi-
ness and agriculture and to create
employment: |

The cost of government has
been reduced. ’

Controls on prices, wages and
inventories have been removed.

An all-time record tax cut has
been made and further cuts are
now before Congress.

The St. Lawrence Seaway pro-
ject has been approved.

The Reciprocal Trade Agree-
nients Act has been extended.

Sound monetary policies have
resulted in stabilizing the cost of
living. { \

The greatest two-year highway
program in history has been aus
thorized, with North Carolina ap-
portioned  $21.1 million for the
first year, an increase of 54% %
above current annual Federal aid.

Further Administration meas-
ures—now -before Congress— de-
signed to soup up the economy
and to benefit our people include:
" Expansion of Social Security.

A strengthened health insurance
systém. |

Accelerated depreciatjon- allow-
ances and’ other tax incentives to
businessmen and.farmers to make
jobs. : i
A revision in the

Atomic Energy

Act to-encourage.commercial uses. .-

More _flexible price support
polieies to benefit both farmers
and consumers, y ‘

- Foreign -aid that alsg promotes
our national interest. :

New .teeth 'in- laws, to catch,
Communist traitors and spies.

Easier credit to encourage

home-building, - enlargement’' and -

modernizations.

And finally here is our record
on cleaning Communists out of
our midst since Jan. 20, 1953: one
person convicted of treason and
two of espionage; 41 Communist
leaders convicted and 28 more in-
dicted- under the Smith Act; 26

' citizens with subversive records

This advertisement is neither an offer

NEW ISSUE
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buy any of these securities. The offering is made only by the Offering Circulur.

1,495,000 Shares
FRONT RANGE
URANIUM MINES, INC.

COMMON STOCK
Price : 20 Cents Per Share
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being denaturalized; 93 alien- sub-
versives deported and 286 . more
undesirables- on the way; 62" new
groups .added to the Justice De-
partment’s list of subversive out-=
fits, making a total of 255.

That, in brief, is what the Jus-
tice Department has been doing.

The record proves that no other
agency or individual in govern-
ment is doing as much or.as well
to get rid of Communists as Herb
Brownell and J. Edgar Hoover.

The  Administration’s: entire
record and program are aimed at
helping aviation, business, - agri-
culture, labor and all segments of
American life in all parts of
America. And for that reason it
has won bipartisan support in all
sections of the nation and in both
houses of the Congress.

It is liberal in dealing with
human problems and in assisting
those suffering from misfortune.
It is conservative in dealing ‘with
your economy and your money: 1t
is'a warm, humanitarian program
to give more people more of the
good things of life than they ever-
had before. :

It is a sound conservative pro-
gram to give business. the incen-
tives and the opportunity to pro-
duce more and better goods, to

expand plant and equipment and

to hire more workers. :

It is ‘just what the  public
ordered this year. :

I sincerely believe-that as it is.
adopted and put into practice it
will give the American people the .
confidence and the economic tools
to go forward in the next few
years to the greatest and longest
period of prosperity in all & our
history.

Kuhn, Loeb Places
~ Utility Preferred Shs.

The Central Illinois Public
Service Co. has placed privately,-
through Kuhn, Loeb & Co. an is-
sue of 50,000 shares of 4.25% cu-
mulative preferred stock at par
($100 per share). )

The proceeds frem ‘this sale,
together with other funds, were -
used to redeem on.June 30,.1954;:
the 5C,000 shares of 5% % pre- .
ferred 'stock then outstanding. ’

Charles -Garlsonwilhj, 4
- Julien -Gollins Go.

(Special to THE Flivu.lcul. Qunoﬁx&ni) 4
CHICAGO,- 1lII. — "Charles ‘W.:
Carlson -has become . associated”,
with Julien- Collins & Company,"

105 JSouth LaSalle: Street,~ mem=1

bers.of the:'Midwest Stock Ex-.
change. He was formerly treasur-
-er of Harris, Hall' & -‘Company. - .

Joins' Clement A.'Evans

- (Special to THE FINANCIAL .C‘HRDN_!CLE) 2

WEST  PALM BEACH, Fla, —
William C. Roper has-become af-
filiated with Clement A. Evans &
Co., Inc., of Atlanta, Ga. !

Varnedoe,.Chisholm Adds -

(Special to THE FINANCIAL CHRONICLE)

" SAVANNAH," Ga. — Carl- L.’
Meadows is now with Varnedoe,
Chisholm & Co., Inc., Savannah
Bank & Trust Building.

With Arthur Krensky Co.

(Special to THE FINANCIAL CHRONICLE)
» CHICAGO, IlL—John G. Park
has become connected with Arthur
M. Krensky & Co., Inc., Board of
Trade Building, members of the
New York and Midwest Stock
Exchanges. D

With King Merritt

(Special to THE FINANCIAL CHRONICLE) !

' SOMERSET, Mass. — Manuel *

Rocha has been added to the staff
of King Merritt & Co., Inc.
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Continued from-first page

“How Realistic Is Our
Foreign Economic Policy?

objectives, at least in- a general
way. For this purpose our objzc-
tive ' may be stated simply. Our
aim is to maintain domestic pros-
perity while advancing the con-
cepts and ideals of freedom and
peace over those of the national-
istic, authoritarian philosophies. I
take it that we can all agree that
the theme of this series of confer-
ences, ‘“Economic and Political
Stability in a Free World,” is it-
self a pretty good statement of
objectives.

Foreign trade policy is so in-
extricably a part of over-all for-
eign policy that we must judge
its realism by the contribution
which ‘it makes to stopping the
advance of totalitarian ideologies.
In part that means keeping our-
selves “and our economic system
strong and ready. In part it
means winning, meriting, and
keeping strong allies.

Keep American Economy Sound

. Paradoxical - as it may sound,
the first plank in our foreign eco-
nomiec, policy it, therefore, to keep
the American economy sound, dy-
namic, and progressive in -iiself.
There ‘are iwo reasons-why this is
important.

First, we all know that our
economic system is being tested
in the minds of hundreds of mil-
lions of people in the uncommited
parts of the world. While we in

‘the United States are thoroughly

‘“sold” on the free capitalistic en-
terprise system as the best and
most productive way of organiz-
ing our economic resources, it is
a .basi¢c dogma of Communismj
that our system won't work. It
is- destined, they say, to stagger
through successive economic in-
stabilities and finally collapse,
all because of the very freedom
of choice which it permits.

The fact that dire prediction
has been propagandized about the
world’ means that we cannot, in
the sight of the rest of the world,
afford’ marked deviations from
full -and '‘productive employment
at home. The struggling and less
well-off parts of the world -watch
and, carefully .weigh:. what: our
system « offers- compared to the

achievements and, doubtless even,
‘to” the, promises, .of the Commu-/
“nistie system.:The so-called “new
look” in Russian-econpmic policy;

‘aimed’at’ permitting. a - higher
level-of ‘domestic consumption, is

buta:part of.the calculated Soviet -
program-’.‘designed. ‘to; match - the -
-appealyof- American. plenty.: :

“ Another .reason -why " domestic

.-stability - is' so important : to -in-
“’ternational, stability~ comes from -
“ the®sheet size’; of ' the: role which.

the, United- States- has .come  to
:play in sthe world picture. -

~ “While _the 'United: States  has
only - about 5% ~ of the world’s
population, we produce well over
40% ' of .the world’s output of
goods and services.~The Randall
Comnmission on Foreign Economic
Policy, estimates that the United
States alone generates perhaps as
much as two-thirds or more of
the world’s flow of savings. This
has.made it possible for us to
become the world’s greatest ex-

- porter of cavital and tie world’s

greatest credilor nation. Ix 1952,
our. exports amounted to over
20% .of the total world export
trade and our imports to about
15% .of total world imports. In
some, of the raw materials fields
our- share of the world total is
much larger.

While'merchancise exvorts at
present constitute oniy 5% of our
national income, in many of the
countries with which we deal the

much. larger. As a consequence,
any drop, -in -our imports tends

- +to-have-a much greater depres-

importance of export markets is.

sive effect upon the economy of
those countries whose trade with
the United States - represents a
relatively large proportion of
their total, national production.
Under the circumstances, it is not
surprising that, until quite re-
cently, it had become almost trite
to say and believe, as the London
“Economist” one observed, “When
America sneezes, the sterling area
catches pneumonia.”

While, as we shall see later, the
recent decline in American busi-
ness has not yet produced the
dreaded foreign repercussions, all
will agree that domestic policies
calculated to keep us from sneez-
ing or catching cold here at home
are basic elements in any real-
istic ‘foreign policy.

In the interests of keeping the
domestic economy on a reason-
ably even keel, the Federal Gov-
ernment in ‘the Employment Act
of 1946 recognizes its responsi-
pility for doing all that govern-
ment, under the free enterprise
system, can do to aid in-prevent-
ing a 'major economic depression.
At the outset, 'we recognize that
the Federal Government cannot
guarantee employment.for every-
one. Nor does it guarantee that
economic recession can never
overtake us. As Americans, we
value our individual liberty and
the free 'enterprise system much
too highly to -accept the promises
of a government which would as-
sure everyone of a job at the cost
of becoming an essentially slave
state. .

The responsibility which the
Federal Government has under
the Employment. Act is, nonethe-
less, a positive responsibility and
not merely passive resistance to
economic fluctuations. The gov-
ernment’s role consists in creating
an economic climate conducive to
dynamic growth and a rising level
of living. Its role consists in
keeping open the incentives and
opportunities . for private busi-
ness, labor; agriculture, and con-
sumption. v j

Over the past year we have
had ‘in the United: States a slack-
ening in" the rate. of ‘industrial .~

-production and a rise in"the levels

of . unemployment;® In: keeping
with its responsibilities, the Fed-
eral” ‘Government’s - program - in
recent” months “has “been'-to

-strengthen “and- ‘develop” the" so-

called .built-in-: stabilizers; ~-and ',

otherwise -seek- to encourage <the -

private: economy -to take over‘as
the’ government’s direct. eontribu-

-tion“in>the. form’ of- defense’ pur

chasés declines;« - 5
-~ 'We -have : put - into" effect - the -
largest tax- cuts ‘ever made in a
singlé year, and-are working on
the first over-all:study and re-
vision of our tax:laws in more
than a generation, ‘This has been
done with an eye specifically on
reducing the impediments to pri-
vate investment as well as to
broadening the consumption base.-
We have at the same time pur-
sued an aggressive policy of mon-
etary and credit ease. Taus far the
program appears to' have been
quite successful. It is perhaps too
soon to say that all of the our
worris about recession can be dis-
missed. But it is safe to say that
the readiustments in economic
tempo which we have thus far
undergone are perhaps no more
than should have been expected as
we move {from:a booming wartime
and cefense economy to a more
stable growta pattern.

That the free world contries
have Lenefited by our success in
holéing our domestic decline
within narrow bounds can hardly
be disputed. It is true, of course,
tr at their own improving strength
bas als> contributed. That im-
provement' is one of the most
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gratifying: elements ‘in .the recent
‘world picture. :Happily, -such re-
cession . as ‘we have. experienced
has not brought on the pneumonia
nor the calamity abroad .which
was predicted and feared. There
are several reasons for this.

European Monetary and Economic
Conditions (mproved

'Thanks to our policy of helping
to rebuild the strength of the
Western European countries, mon-
etary and * economic  conditions
there are today better than at any
time since the war. The need for
-monetary discipline seems better
understood and more generally
accepted.” In most  countries in-
flation has been checked and the
currencies are today: fortified by
larger reserves. During the first
quarter of 1954, foreign.gold and
dollar assets increased another
half million dollars, continuing
their  uninterrupted growth since
the second quarter of 1952. The
build-up of industrial capacity in
Western Europe is paying off in
* Increased production, providing a
_broader base for. their stabiliza-
tion efforts and relieving  their
dependence upon us. As-a result
of the improved economic health
abroad, ‘the other ‘free world na-
‘tions.are trading more :and ‘more
with one another. .

Any_ larger degree of recession
‘here -at ‘home ‘might well have
‘dampened -or overwhelmed -these
-developing strong points in.the
free .world situation. As it is, the
experience of 1949, 1937, and 1929
has not been repeated. This time
our slump has not precipitated
‘new currency troubles.abroad with
a new round of .devaluations ani
trade restrictions. -Whatever the
complex of causes may be, the
contribution to ‘the strengthening
of ‘the Western world ‘which our
aid policy has made in the past,
and our steps limiting the recent
economic Cecline here at home,
‘must clearly be characterized as
realistic and pragmatically suc-
-cessful.

Major Parts of Foreign Economic
) Program

In its international aspects our
foreign economic program consists
ef four major parts. In a message
to the Congress on March 30,
President Eisenhower summar-
ized the interrelated objectives of
foreign' economic policy, citing:’

Aid—which we wish to curtail;

Investment—which we wish

to encourage; =

Convertibility—which we

wish: to. facilitate; and

Tradé—which we wish to

expand. '

In the furtherance of these ob-
jectives. ~the President recom-
mended, -among other things, that
the Trade Agreements Act be ex-
tended for * three - years ‘with
amendments authorizing selective,

" ‘planned reductions
‘tariff rates over. the .three-year
period. .. ' i :

Now;-under our. system.of gov-
-ernment, it .is: the: President’s: re-
-sponsibility. to.'recommend - pro-
.grams to*the Congress.  But it is

" equally’ the resvonsibility- of  the-

|

It has, nevertheless; been-
charged ‘that the one-year- exten-s
sion of -the Reciprocal Trade. Act,
as voted - by:“the Congress, will
prove_ disturbing to the :foreign
nations. It is said that they are

. thereby left in doubt .as to ‘the

sincerity of our asserted long-run
interest freeer world trade and
lowered trade barriers all around.
While  recognizing that a longer
term extension of the Act might
have relieved some of this un-
certainty, we also have a- right
to expect our foreign friends to
take ‘a realistic attitude on the
subject. This program has aiready
gone on for two decades. No mat-
ter what happens to the legisla-
tion, not a single trade agreement
heretofore negotiated has or will
expire until it does so under the
terms of the agreement itself. Our
allies in the free ‘world have,

/-

moreover, had repeated demon-

strations. of the sincerity of our.
concern for their survival and:

well-being.

We in, America, of course, un-.
derstand and. are proud that the.

ways-of-democracy allow time for
discussion, time for :considering
opposing views, and time' for ma-
jority opinion to crystallize and
express itself. Our friends over-
seas. must recognize this. In the
nature of things this country is
somewhat  less dependent than
certain other countries upon world
trade. An appreciation of that
fact helns also to explain some of
the slowness and hesitancy with
which we move toward lowered
tariffs.

After all, we, too, have a right
to be disturbed and fearful at
some of the restraints to free pro-
duction and distribution which we

see persist in' other friendly na-
tions in their internal as well as
international commerce. Curtail-
ment of cartel practices, less re-
sistance to measures making for
greater productivity, acceptance
of improved. distribution methods
would be welcome - evidence on
this. side of sincerity. and good
faith on the part of others in the
free world.

“Less Aid—More Trade”

. Returning to our long-run ob-
jectives as outlined by the Presi-
dent, the recommendation *less
aid, more trade” is clearly a prop-
er and desirable plank in foreign
economic policy. Just as aid for
postwar reconstruction has, in
large part, given way to military
aid, we all look forward to a time
when . military strength abroad
will have been built up to a point
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where a reduction in the direct
costs of military aid “can be -ex~
pected. "At-that time the present
tendency toward a statistical bal~
ance between our exports, ex-
clusive of grant-aid, and our im-
ports may be upset. Our total ex-
ports of agricultural products and
manufactures will then be reduced ’
unless we replacé military aid by
some other forms of grant-credit
or increase our acceptance of im-
ports .as an. offset to increased .
commercial exports. Military aid
is clearly the counsel of realism '
today. But by the same token the
counsel of realism for the future !

(dictates tha