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EDITORIAL

- As We Sée It

A regional planning official in New York State
last week expressed the opinion that further
shortening of the work week would bring more
leisure to the wage earner than all the gains of a
like sort have brought him during the past gen-
eration. Upon this premise, he warned his asso-
ciates that a very substantial increase in recrea-
tional facilities was to be regarded as a “must”
in the immediate future. Whether this speaker is
right or not about what is to take place in the
next few years we, of course, have no way of
knowing, but what he had to say in any event
supplied, or should have supplied, some whole-
" some food for thought to all too many who have

been taking far too much for granted in this
- matter of continually shortening the work weel
and in other ways limiting the output of wage
earners, and at the same time increasing demand
for geods and services.

S0 much is heard these days about output per
worker per hour, or “productivity” as it is usually
ternmied, that many who should know better tend
to forget that increases in output per manhour
may add nothing at all to a man’s output per
week or per year. The fact is that the unions con-
stantly demand steadily rising weekly wages, and
insist upon such changes in hourly rates of pay
as will bring that increase. One of the shortconi-
ings of current comparisons of wages and output
is failure to set weekly or yearly wages over
against output for a similar period.

But there are other aspects of this situation
which are frequently overlooked, scmetimes by
the very elect. What the words of the regional
planner should remind us of is the fact that the

Continued on page 26
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Fast Growth Pace of
The Chemical Industry

By MAURICE CRASS Jr. & MARJORIE CAMPBELL*

Respectively Secretary-Treasurer, and Assistant to the
Secretary of the Manufacturing Chemists’ Association,
Washington, D. C.

Steadily advancing chemical production and sales in
early 1957 promise, the authors hold, another record-
setting year for the industry, Continued optimism for the
long-term future is expressed in the projection showing
“chemicals will continue as a ‘growth industry’ and that
future developments and prosperity will dwarf those of
the past.” The writers note that the industry expects
capital outlays in 1957 to exceed record-breaking 1956
and that the next two years should equal or exceed this
record-breaking expansion. Report net profits for the
first quarter were below last year’s for the same period,
and predict business in the second half of 1957 will
increase by 109%, accompanied by improved earnings.
‘Chemical sales for the second half of 1957 are ex-
pected to exceed those of the first six months by ap-
proximately 10%, except for operations of seasonal
nature. This favorable trend will be accompanied by
an improvement in earnings, which should become more
mirked over the next two-year period. Emphasis on re-
search will be increased, and a majority of chemical

companics will approve augmented: budgets for this
purpose,

These and other findings were obtained from execu-
tives of 44 leadling chemic# companies who were polled
for authorilative views on a variely of subjeéts per-
taining to the present and future status of the industry.

Forty responses were received—including replies from
the cight largest companies. . This material has been
thuroughly sifted, and views on which an overwhelm-
ing consensus was established have been woven into the
text, As costs continue to rise, there will be fewer of
the traditional downward price adjustments which the

Continued on page 23

*From an article in the “Chemical and Engincering News,” Sept.
2, 1957.

SECURITIES NOW IN REGISTRATION—Underwriters, dealers and investors in corporate
securities are afforded a complete picture of issues now registered witl} the SEC and Poten-
tial urdertakings in our “Securities in Re gistration” Section, starting on page 38.
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How Tight Is Tight Money?

Dr. Palyi exposes what he describes is a myth “of mone-
tary controllers gallantly fighting the monster called
Inflation . . . propagated by some economists of the
Federal Reserve . . .”, and four closely interrelated illu-
sions. Reproves Federal Reserve Chairman for placing
the blame of inflation on the doorstep of the Administra-
tion, and President Eisenhower for, in turn, shifting the
blame to business and labor.

On all levels of civilization, men are driven by a
subconscious urge to produce myths and to live by them.
Legends fire the imagination of poets and warm people’s
hearts. But in politics, they are extremely dangerous,
as illustrated by the Marxian saga
of the automatic self-destruction of
the capitalistic order, to say nothing
of the one about the Germanic racial
supremacy—invented by a French-
marn.

The supposedly hard-headed fi-
nancial community is by no means
immune to visionary fits. Each time,
economists provide the pseudo-.
scientific formula to the wishful
fantasies of the day. Witness the
popularity of Irving Fisher's Eternal
Prosperity that should live forever
as a reminder that undiluted non-
. sense can take hold of otherwise
very realistic' minds, ‘The Keynesian
variation on the Munchausen theme:
raising oneself by one’s own boot straps, is another illu-
minating example. And even Keynes would turn over
in his grave if confronted with such Slichteriana as the
forecast of a perpetual “slow” inflation of prices—in the
midst of a boom. :

Dr. Meichwor Paivi

A New Myth

Here we are now, in the process of “swallowing” an-
other legend, the image of monetary controllers gallantly
fighting 'the monster called Inflation, actually holding
it at bay. This is dangerous because we may be lulled
into the belief of being safely tucked in behind mone-
tary defenses. On closer scrutiny, the strength of the
myth, propagated by some economists of the Federal

Continued on page 34
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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.).

EDMOND L. BROWN
Vice-President, Carothers & Company
Dallas 1, Texas

Several Sulphur Companies

Many investors owning sulphur
securities are viewing the last two
years’ high compared to the cur-
rent quotations of sulphur securi-
ties with a \
puzzled, jaun-
diced eye.
There is no
need to repeat
the vast ver-
biage relating
to the many
uses of sul-
phur that has
been in print
since 1950.

Sulphur is a
vital necessity
in industrial
expansion -as
well as in war
conditions. In
the post-war period, 1957 is the
first” year the sulphur producers
have been able to increase the
above-ground stockpiles from the
dangerous six-month supply level
to a present uncomfortable nine-
month supply. Pre-war, the nor-
mal stockpile kept on hand by
various companies was a 24-month
supply.

According to an eminent group
of chemical research economists,
the world demand for ' frasch
elemental sulphur should increase
70% by 1965, from 6.4 million tons
demand in 1955 to 10.9 million
tons in 1965, The demand-reserve
ratio will be reduced from the
present 15-year supply to a 10-
year supply in sight by 1965 un-
less additional domes are dis-
covered.

With the increased production
from Mexico, the 70% world re-
quirement increase can be met
only if the present several large
domes in the U. S. that account
for. 75% of the present world
frasch sulphur - production con-
tinue their present prolific rate of
production. As of July 1, 1957,
Boling dome had produced in ex-
cess of 49,000,000 tons of the total
121,887,909 tons produced by the
frasch process from all sulphur
domes since 1897 which is 40.2%
of the elemental sulphur produced
in the world.

14

Edmond L. Brown

There have been three great
sulphur discoveries of magnitude
in the world: Texas Gulf Sulphur
Company’s Boling dome, Pan
American Sulphur Company’s
Jaltipan dome and the ‘Freeport
Sulphur Company’s Grand Isle
dome (Humble Oil’s offshore dis-
covery). Grand Isle, six miles off-
shore in the Gulf, is about four
years away from production, with
countless engineering and operat-
ing problems yet to be solved.
There are about 290 shallow salt
domes in the Texas and Louisiana
Gulf Coast. Twenty-seven have
indicated mineable sulphur re-
serves. Since 1924, 13 producing
domes have been depleted and
abandoned. The coming years will
see many of the remaining aban-
doned.

A review of some of the state-
ments made in the 1956 annual
reports and the 1957 interim re-
leases on these companies together
with comments are as follows:

Texas Gulf Sulphur (TG)

(1956-57 Price Trend)
3834

The 1956 annual statement dis-
closes such statements as:

“The company’s production of
sulphur during 1956 exceeded any
other year in the company’s his-
tory.” “The gross revenues were
the third highest in the company’s
history.”

The 1956 earnings on TG’s 10,-
200,000 shares were $2.81 a share.
The first six months of 1956 were
$1.09 per share. In 1956, TG
added about 600,000 tons to its
stockpile which is now approxi-
mately 2Y; million tons. This
sulphur stockpile carried at a
cost of $18,609,152 on ‘the books
is worth about $56,250,000. With
this hidden profit in their stock-
pile and with their cash, secu-
rities and receivables, TG has
about $100,000,060 in quick assets
in the till, The main source of TG
sulphur is the Boling dome which
has produced in excess of 49 mil-
lion tons of sulphur and is now
producing about 2'; million tons
a year, Perhaps this great dome
will gradually be depleted over
the coming years; however, on the
plus side, one must keep in mind
that, including the Fannett Dome
plant now being built, TG has
built sulphur plants on five. sul-
phur properties in the postwar
period. TG is continuing world-
wide sulphur exploration on an
enlarged scale in the Gulf of
Mexico, Canada, Sicily, Italy,
Alaska, Ethiopia and Mexico.
The indications are that TG will
be able to replace the Boling
dome output, as it gradually de-
clines, with new production. TG
is now producing sulphur:on-its
Nopalapa dome in the Tehantepec
area in Mexico. While reduced
profits are expected to continue

- for the near term, there is no

question as to' the company’s
long-range prospects as a sub-
stantial dividend payer and blue-
chip investment. Stock listed on
NYSE,
Ed ES Ed
Freeport Sulphur Co. (FT) .
(1956-57 Price Trend)

86
10115

The President’s report for 1956
states, “I am glad to report that
our net earnings in 1956 estab-
lished a new record for the 5th
consecutive year.” “Qur produc-
tion and sales of sulphur, despite
more intensive competition for
world markets were the highest
in history.” FT earned $5.35 net
in 1956. The estimate for 1957 is
$5.70 and future years should
show a steady growth in earnings
and dividends. The indicated
dividend is $3 per share.

FT is truly a diversified world
natural resource producer—Sul-
phur, Oil, Gas, Nickel, Cobalt and
Potash in substantial quantities,
FT also has a wholly-owned Mex-
ican subsidiary now investigating
possible sulphur properties and
is making plans to enter the Mex-
ican sulphur mining field in the
fabulous Tehuantepec sulphur
area of Mexico. FT, with its
modest capitalization of 2,506,675
shares compared to TG’s 10,200,-
000, is a ripe candidate for a
stock split. (The stock was split
3-for-1 in 1951.) The Grand Isle
discovery by Humble Oil Com-
pany in the Gulf of Mexico,
which now belongs to FT, mate-
rially inecreases FT’s future re-
serves. Humble Oil and Refin-
ing Company will receive half the
profit from the Grand Isle dome.
Estimating Grand Isle at 25 mil-
lion tons, this could mean ap-
proximately a 100 million dollar
profit for FT and the same for
Humble Oil Company. FT is the

" nois

This Week’s
Forum Participants and
Their Selections

Several Sulphur Companies—Ed-
mond L. Brown, Vice-President,
Carothers & Co., Dallas, Texas.
(Page 2.)

Peoples Gas Light & Coke Co.—
Morris Peckman, Research Man-
ager, Ladenburg, Thalmann &
Co., New York City. (Page 2.)

_— = —

MORRIS PECKMAN
Research Manager
Ladenburg, Thalmann & Co.
New York City
Peoples Gas Light & Coke Company

In today’s market, making the
choice of a security carrying the
dynamics of issues of the past few
years, entails too great a risk to
the investor.
My choice of a
security that
would qualify
in today’s
markets would
be a first qual-
ity issue hav-
ing defensive
characteristics
while offering
areasonable
yield with a
likelihood of
gradual ap-
preciation.
Hence the se-
lection of Peo-
ples Gas Light & Coke, currently
selling at 40, to yield 5% on a se-
cure $2 annual dividend.

This company is an integrated
natural gas system serving a pop-
ulation in excess of seven million
in. six ‘mid-western- . states.- Its’
primary market is the Chicago
area. Through subsidiaries it owns
pipeline facilities from the Pan-
handle and Gulf Coast areas to
its points of distribution, and en-
gages in exploration and develop-
ment of oil and gas reserves.

Through the Natural Gas Stor-
age. Company. (jointly owned by
Natural Gas Pipeline and Texas
Illinois - Pipeline) the company
controls extensive gas -storage
areas in Illinois. . Chief subsidi-
aries are briefly described below.
With the exception of Texas Illi-
Pipeline, they are 100%
owned by Peoples Gas.

Natural Gas Pipeline Company
of America is a natural gas trans-
mission system serving other utili-
ties as well as Peoples Gas and
extends from the Panhandle area
to a point near Joliet, I1l. It also
engages in oil and gas develop-
ment through its subsidiary, Tex-
oma Production Company, and
produces approximately 35% of its
gas requirements. Its wholly
owned gas reserves are reported
in excess of 1% trillion cubic feet.

Texas Illinois Natural Gas Pipe-
line Company (70.6% owned) op-
erates  a system extending from
the Gulf Coast area to Texas to
points near Joliet and Volo, IIl

Chicago District Pipeline Com-
pany connects the Natural Gas
and Texas Illinois Pipeline with
thoge of Peoples Gas.

Peoples Production Company, a
wholly owned company, not pres-
ently contributing to earnings,
was organized in 1954 for the pur-
pose of developing oil and gas re-
serves. Soon after formation, the
production company entered into
an agreement with a group con-
sisting of Sinclair Oil, Standard
Qil of Ohio, El Paso Natural Gas
and/or their affiliates, for the
purpose of off-shore drilling and
exploration in the Louisiana Coast
area. The group, consisting of the
three companies and Peoples Pro-
duction, participate equally on a
25% basis.

Demand for natural gas in the

Morris Peckman

Thursday, September 19, 1957
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The Outlook

for Business

By JOIIN D. WILSON* ’
Vice-President, The Chase Manhattan Bank

New York City banker opines that stock market uncertainties

have some basis in fact in view

of the general leveling out of a

still strong economy marked by divergent trends of slowly
rising consumer and government spending and, on the other
hand, flattering out of capital expenditures, and declines in
housing and inventories. Doubts impending general adjust-

ment of excess capacity in 1958 will be a drastic one :

in the event of a turndown,
rate from 79 to 6%;

suggests, -

a tax cut and a drop in the savings
and reviews positive factors favorable

to crucial auto and housing sales. Mr. Wilson denies his views -

are bearish, in emphasizing the underlying strong supports in

the economy, and avers we have passed the peak of ihe pres-
sures on price in this current cyclical movement.

I believe as we look back over
" the past nine months we must. all
recognize that business as a whole
has exhibited a marked tendency
' to level out.
Yet it has re-
mained .re-
'markably
strong - in the
face of:adjust-
ments in a
number. of
lines. Gross
National
Produet has
:continued to
rise when
measured in
terms of* cur-
‘rent prices.
We estimate
. that GNP ta-
i day is running at an annual rate
; of about $437 billion—which com-
. pares- with a’ rate of $426 billion
at year-end. However, the great
bulk- of this increase merely re-
i flects higher prices, and the tend-
. ency toward leveling out is very
clear when one examines the
: movement of the GNP in terms of
.- constant prices.

This tendendy toward leveling
out is even more evident in the
course taken by ‘industrial pro-

- duction. After reaching a peak of
147 in December of last year, the

“index of industrial production
backed down to a low of 143 in
April and has hovered around that
area since then.

Now this leveling out process
in 1957, just as in the earlier part
of 1956, has been the result of di-
vergent movements in different

- sectors of the economy. (see chart)
Consumer spending has continued

" to rise, although at a slower rate
through much of this year. Like-
wise, government expenditures

“.have moved higher—indeed, more

; rapidly than mast of us.had antici-

- pated.- Government - outlays. cur-
rently are at a rate of about $88
billion, as against a rate of. $83
billion in the final quarter of last
year. Both the Federal Govern-
ment ‘and state and local units
have shared about equally in this
advance,

Flattened Out Capital
Expenditures
On the other hand, spending by
business on plant and equipment
has flattened- out, and housing
starts have undergone a further

*
John D. Wilson

*An address by Mr. Wilson at the An-

- pual Mecting of the Business and Eco-

‘momic Statistics Section of the American

Statistical Association, Atlantic City,
Sept. 11, 1957,

decline, Starts this year are likely
to.add up to around 960,000 units
—a- fairly sizable drop from 1,-
118,000 starts a year ago.. But the
principal adjustment in 1957—and
the one that, has been felt' more
widely than any other—has oc-
curred in inventory spending by
business. - In the fourth quarter

of 1956 business was adding to its -

inventories at a rate of more than
$5 billion a year. By the first-

quarter of this year inventories:
were actually.being. reduced, *

While there has been some re-
newal of over=all accumulation
since: then — chiefly in retailing
and petroleum—many firms have:

persisted in_efforts to control in- --
ventories more rigidly. It has been

this development which has. acted
to reduce steel operations to about
83% of capacity, which has in-
duced weakness in non-ferrous
metals, and- which has even been
felt in a number of - consumer
goods lines, particularly the ap-
pliances.

Actually, a drop of $5 billion or
so in inventory spending repre-
sents quite an adjustment, and the
economy has shown remarkable
resiliency in bearing up as well
as it has. Final demand has re-
mained strong—on the part of
consumers, government, and in
capital expansion. Only in hous-
ing, as'we have seen, has there
been further weakness.

I might add, too, that the econ-
omy has received support froin
a very high level of exports. These
have climbed to a record rate of
$20 billion annually—a level
which I am afraid cannot be main-
tained indefinitely.

Sees Eased Price Pressures

Before - moving on .I perhaps ’

should say a:- word also about
prices, There continues to be a
great deal of talk .about -inflation,
and the consumer price ‘index has
moved up more than 3% in the
past year. Yet I believe we may
have passed-the peak of the pres-
sure on prices in the current cycli-
cal movement. With certain sig-
nificant exceptions, industrial
prices as a group have.not ad-
vanced much in 1957—the. first
period of relative stability for this
index since early 1955. Consumer
prices often lag behind wholesale
industrial prices, and I would ex-
pect a slower advance in the con-
sumer category in the period
ahead.

So much, then, for the situation
at present. What about the future?

Continued on page 30
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Are Prosperity and Stable
Prices Incompatible?

By CARROL M. SHANKS*
President, The Prudential Insurance Company of America

Life insurance head lists and

describes seven basic require-

ments necessary to insure both prosperity and stablc.: prices.
Admitting our economy has changed, Mr. Shanks points out,

however, that basically the U.

S. economy of 1957 does not

differ from that of 10 to 20 years ago. Believes appropriate
monetary policy should be applied more steadfastly angl fon: a
longer period, and that we should accept temporary price rise

and unemployment periods in

order to assure stable prices,

i.e., via periods of adjustment and compromise.

This is an opportune time to
discus¢ our economic situation —
a time when it should bhe thou_ght
about with all the understanding
and insight
we can mus-
‘ter. Of the
many eco-
nomic ¢ques-
tions and
problems fac-
ing us today,
one of the
most vital
and the 'most
difficult is
whether it is
possible, in a
free enter-
prise econ-
omy, to have
both prosper~
ity .and stable prices. We want:a

Carrol M. sln._-h

high level of employment, and we *

want- stable prices—can we have
both, or must we choose one or
© the other?

Our economy today is rolling
along on an unprecedentedly high
i plateau. The dollar value of all

goods and services. produced has
reached ‘a 435 billion rate,” and
it is possible that a’ 440 billion
rate will be surpassed before the

, vear is out.. Employment  stands
at an all-time high. Total per-
sonal. income .is greater than ever
before  and - is- rising:: We .are
stéadily adding. to our productive
plant, and bave embarked on-the
largest roadbuilding program in
our history. ‘Industrial output,
after .a mild slump earlier this
year, is beginning to move ahead
again; and retail sales, while not
measuring up to some earlier ex-
pectations, are nevertheless ahead
of last year. All of these things
add up to a prosperity, in dollar
terms, greater than we have ever
known -before,

Yet amidst all of this apparent
well-being there is an undercur-
rent of uneasiness nad dissacisfac-
tion—a feeling that we are not
measuring up to the goals we had
set ourselves. Despite the remark-
able success during the postwar

*An address/ by Mr. Shanks before the
Economic Club of Detroit on Sept. 16,
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period in achieving one of our
major economic goals—the goal of
1igh employment—there is grow-
g realization that we have failed
miserably in the attempt to
achieve our other major economic
Zoal—price stability,

The Consumers’ Price Index to-
day is 50% above the figure at the
and of World War II. During the
past 16 months alone, the cost of
living has risen over 4%. While
nost cconomic indicators have
Jhown good dollar increases over
the past year, the fact is that a
300¢ portion of these increases
1as not represented any real in-
wrease in output but has served
imply to measure the declining
ralue of the dollar, Retail sales
we running 3% above 1956, yet
when price increases are taken
into account it is doubtful if unit
sales have shown any increase at
all.. Private non-residential con-
struction is ahead of 1956 by 6%,
vet when it is recognized that unit
construction costs are up over 5%,
the. gain in real terms almost dis-
appears. It is estimated that more
than one-half ‘of the total increase
in  Gross National Product over
the past year has been accounted
‘or hy price rises, so that our
real output has gone up by about
27, inctead of the almost 5% in-
crease indicated by the oft-quoted

oblar figures.

In a perfectly competitive and
serfectly - mobile - -economy, - the
yroblem of rising prices would not
he too difficult. It would be
recessary only to et down money
demand to the point where the
Jrice rise was halted, yet employ-
vent remained high. In other
words, the adjustment to the cut
‘n demand would occur in prices,
but not in ouiput.

But, unfortunately, in our im-
worfect economy, a reduction in
fotal money demand for goods
and services may produce either
of two different results: First, it
is possible—but unlikely, 'if ex-
verience is a guide—that business
ang labor, seeing a diminishing
demand for their outnut, might
rease to demand higher prices
and wages. = The reduction in
wroney demand for their products
would then result in no curtail-
went of output but in a definite
curtailment of inflation. The sec-
and and more likely result is that
hoth business '‘and labor might
continue to press for higher prices
and wages regardless — in which
case the reduction in money de-
mand would result only in de-
~lining. unit sales, rising inven-
tories, a fall-off in production,
and eventually in rising unem-

o
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ployment — without curing infla-
uon. "
1t is this second situation which
has led many well-informed ob-
servers. to conclude tnat, given
the rigidities of the real world, it
is unlikely that a high level of
employment can be maintained
witnout subjecting the economy
to chronic inflation. Some of
these observers hopefully look for
what they term a relatively smal
amount of inflation—perhaps 1 or
29 per. year compounded — but
they are all agreed that thougn
the erosion of the dollar may ve
slow it will nevertheless be steady
and will be the price which must
be paid for high employment,

Recertly, this same argumen
has appeared in new form under
the name “the wage-price-spiral.”
It is argued that, historically, in-
flation was caused by too much
money chasing too few goods, and
that this type of inflation, called
“demand inflation” or “money in‘—\
flation,” was susceptible of con-|
trol through orthodox monetary\
and fiscal measures. But the new
type of inflation, so it is said,
stems not from the demand side
but from the cost side. Unions
push for wage increases in excess
of  productivity improvements,
and businessmen pass these
anigher costs along, with a per-
rentage take for themselves, . in
the form of higher prices. Prices.
are set not by money demand but
oy the cost push, and as a con-
sequence inflation cannot be
halted by an orthodox curbing of
money demand. In fact, if an ai-
tempt i¢"made to curb inflation
in the traditional way, the result
will necessarily be unemployment
since both labor and businessmen
will choose to accept less output
rathey than Jower _wages and
prices,

A of this could be dismrissed as
a. theoretical. auestion of no ‘par-
ticular urgency. were it not for
the -fact that the postwar history
of the economy. tells.us that we.
have in fact been facing the situa-
tion envicioned in these argu-
ments and we have ip fact,chosen
to sacrifice price stability to hi:h
employment witheut .any.real at-
tempt . to discover- whether- it
might be possible to achieve both
major economic goals. During
1955 ang the first half of 1956,
we experienced a brief period of,
high employment and stable
prices. But since the middle of
1956, . prices have once more
moved upward and the situation
facing us today is an almost per-
fect example of inflation with less
than full employment of our re-

sources.

The practical questions which
we must answer today are there-
fore these:

(1) Are we- willing to recion
ourselves to a steady year-after-
vear destruction of the savings of.
our people, and to an impoverish-.
ment of all those on fixed incomes
or unable to keep up with the
bargaining race? .

(2) Are tracitional monetary
and fiscal controls adequate to
the' type of inflation we are now
experiencing?

(3) Is a high level of employ-
ment incompatible with stable
prices? Specifically, should the
Federal Reserve now move to an
easy money policy in order to en-
sure (ull emploviment even though
prices are rising?

Have We a “New” Kind of
Economy?

The place wo start, it seems to
me, is 1o guestion the widely held
opinion that the U. S. economy of
1957 is basically different from
the U. S. economy of {five, ten, or
twenty years ago; I don’t think it
is.

The economy has, of course,
changed. And some of the changes
are important. It is undoubtealy
true, for instance, that the grow-
ing. strength of labor unions nas
made the economy less flexible,
and less adaptable, and therefore
less responsive to changes in fiscal
and monetary policy. It is quite
pessible that labor monopoly today
constitutes as serious a threat to
the proper allocating mechanism
of the free enterprise system as
did business monopoly at the turn
of the century. But I do not be-
lieve that these recent institu-
tional changes are the main cause
of the slower response of the
econcmy today to monetary and
‘fiscal measures, The main cause,
it seems to me, is a psychological
rather than an institutional one.

Quite apart from changes in
its institutions, a free enterprise
ecocnomy experiences great swings
from time to time in the degree of
its sensitivity to outside influ-
ences. There are times when the
economy can be turned upward or
downward by so ephemeral a thing
as the casual remark of a promi-
nent businessman or government

- official. A Treasury Secretary can

speculate on a depression “that
will curl your hair,” and you-can
hear the hatches being battened
down all over the land. There are
other
ceverest application of government

controls will have no, immediate

effect in moving the economy

from its-course. At the bottom of

a depression, for example, a mon-
ctary policy so” easy as to drive
interest rates down close to zero
may he quite ineffective in stimu-
lating additional’ investment be-
cause the psychology of the busi-
ness community "has become so
adverse that it can’ no longer en-
.vision the, possibility of a business
récovery, - Similarly, at the Top of
a boom; business may become s0
confident  that extreme monetary
pressure may be required to .re-
strain additional investment.

At present, following ten years
of almost continuous bcom, confi-
dence among consumers and labor

- and businessmen is so strong that

prices may continue to rise for a
time even though total money de-
mand is held very tightly in check.
During the past year. the Federal
Reserve has permitted only a frac-
tional increese in the money sup-
ply, with the vesult that final de-

mand for goods and services has

moved ahead rather clowlv and
excess capacity has begun to ap-
pear in a number of industries.
Yet wages and prices have con-
tinued to soar as rapidly as ever
This does not mean that the econ-
omy has suddenly become some-
thing quite ditferent from what
we had known before. It simply
means that we have had so many
years of continuous boom that the
ecoromv has become relatively
insensitive to external pressures.
Labor is so confident of continued
strong demand for its services
that small pockets of unemploy-
ment here and there are not
fricktoning and ava na doterrent
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times, .however, when the

to new wage demands. Business-
men are so imbued with the phi-
losophy that next year’s sales will
be still better that they have lost
their sensitivity to consumer irri-
tation at rising prices. It is not
too unusual tocay to see an indus-
try with excess capacity and rela-
tively high inventories granting
substantial wage increases and
announcing subsequent price in-
creases. The point I wish to em-
phasize is that the wage-price-
spiral does not stem primarily
ifrom some new element in the
economy, but simply from an ex-
cess of confidence.

Under these circumstances, the
job of preventing inflation and at
the same time preserving prosper-
ity is, of course, more difficult,
but it is also more imperative
Confidence is vital, but over-con-
fidence can lead not only to all
the injustices of inflation but also
to a subsequent serious business
reversal.

A Monetary Policy for Today'

What, then, is the appropriate
monelary policy at present? It
seems to me that the appropriate
policy today is mnot to -conclude
that, inasmuch as prices are ris-
ing, traditional controls are inef-
fective, but rather to recognize
that under present circumstances
those - controls must be applied
more steadfastly and for a longer
period. -Both labor and business
must be convinced that the mone-
tary authorities will not always
validate every increased cost and

"increased vricer which they may

wish to -pass along to the con-
sumer. Putting it bluntly, some -
of the -super-confidence-must  be
shaken out of the boom. s i)
It is,  of course, easier to talk
about high employment and stable
prices than to achieve them: . It
may well be asked, for example,
whether. the present tight money
policy which is designed to halt

“inflation -does not run-the risk_of

producing som e unemployment
and possibly even plunging usinto -
a recession, I-believe the tight
money policy does run’such a risk.
But  this ‘simply means -that our

‘policy is diffidult of implementa-

tion; it does not mean that it‘is
wrong or impossible. It means
also-—and I should like to empha-
size this pointi—that if we are
really sincere in our desire to
achieve both prosperity and price
stability, we must be willing to
accept short periods of price rise
in order to ensure high employ-
ment, and also short periods of
temporary rise in unemployment
in . order to ensure stable prices.
In other words, in the real world
there are bound to be periods of
adjustment and compromise.

At the present time, after over
a vear of substantial price rice, I
believe that we are justified in
maintaining a tight money policy,
even at the expense of causing
come derline in vrofits. and even
at the risk of a temvozarv rise in
unemployment., For what is the
alternative?  Is it in the interest
of labor, or management, or the
consumer that the real value of
wages be continuously eroded
through the steady rise in the cost
of living? Is not a temporary eas-
ing in the pace of the boom pref-

Continued on page 27
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UNFILLED STOCKHOLDING
RESERVOIR

Midst the wealth of commen-
tary on the bulwark to stock
buying power constituted by pen-
sion and mutual tund types of in-
stitutional in-
vestor, the
vast potential
from the life
insurance in-
dustry is gen-
erally over-
1 ooked.
Despite the in-
creasing “le-
gitimization”
of the equity
share, it is re-
vealed by the
currently is-
sued Life In-
surance Fact
Book for 1957
that whereas the life companies’
holdings of common stocks have
since 1952 risen from $820 million
to $1,900 million, they still com-
prise only 2.1 of these institu-
tions” gigantic asset total of $96
million. So, despite the seemingly
adament anti-stockmindedness of
some of these institutions, as the
Metropolitan/ it is evident that an
enormous closable common stock
void exists. And' this should be-
come even more effective with
the market’s decline. For the ac-
campanying higher yields afford
the opportunity for amortizing the
capital  invested as. an advanta-
geous investment proposition, and
in comparison  withr the  institu-
tions’ housing and realty. projects.

A. Wilfred May

VALUE vs, PSYCHO_ ANALYSIS
* The volcdnic reversals-and gen~
eral irritationality of - the ‘atmos-
phere “surrounding ‘thé” markel’s
recent performances' may- secem to

call for diagnosis by the psycho-:

rather than the security-analyst.
However, and for:the reassurance
of ‘those who fecl that the psy-
chology of the crowd is unfathom-
able, we offer the comforting faet
that the current market offers
opportunities for the businesslikc
use of their capital—on the yard-
stick of the hard-boiled wvalue
components. - For example, the
buyer’s receipt over the coming
25 years of an average dividend
yielding 7% % on the price pres-
ently paid, will completely amor-
tize the capital invested after
compensating ‘for the use of the
money. Thus, annual receipt. of
4% (1/25 of 100% ) plus the 3'5%
rental value of the capital, will
recoup the investor's entire stake,
lIcaving, as clear profit, his equity
in the property remaining at the
amortization’s termination period.
Surely at today’s prices many

issues give reasonable assurancce
of throwing off such 7V4% as the
annual average over the long-
term. Following are some stocks
listed at random from the present
market's many issues giving cur-
rent yields that are well-securcd
and might- provide the prospect
for such -adequate amortization
over the long-term (of course, no
recommendation regarding abso-
lute or comparative desirability of
any of these specific stocks - is
implied). ’
i CURRENT YIELD

Allied Stores
. American Metal
+ Anaconda

American Tobacco

Columbia Gas
. Great Northern

Kennecott
* Manhattan Shirt
1 Niagara Mohawk
:N. Y. Airbrake
1 United:Merchants ___.___"__ 71,
‘J. P, Stevens._____________ T,
- Gimbel.
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Observations . . .
By A. WILFRED MAY

Borg Warner

Texas Gulf _____

Swift

Southern Railway __ _
United Fruit

White Motor
Walgreen

Western Auto

These - issues are outside the
Blue Chip ‘category, where the
amortization provision can be less
stringent in the presence of pro-
spective ' progressive growth in
earnings; and outside the category
of companies selling near ‘their
realizable liquidating values, as
banks and insurance companies;
and also other issues selling below
their real break-up values — in
the case of all of which the com-~
plete amortization of the capital
invested would surely give the
purchaser an uncalled-for “break.”

It is not possible to glean cur-
rent amortization on the “growth”
stocks out of prospective divi-
dends. But where the growth 'is
real, this is unnecessary. On the
stocks in the Dow Jones Industrial
Average the dividend yield is
4.77%, and the earnings yield
8.4%; indicating the public's con-
fidence in at least the invulner-
ability of the ecarning power.

NEW BOND COMPETITION

The Treasury’s announcements
simultancously released last Fri-
day, of the unsatisfactory Savings
Bonds sales and redemption show-
ing in August, and the terms -of
its new bond, note,.and certificate
offerings, highlight the. further
difficultics * which ‘the:: sophisti-

catedly-held 'H ‘Savings issues will:

¢ncounter in‘future months. *For

1ot -only ‘do’ “the ‘newly-offered
opcn-‘market” issués carry, at' 4%,
a 'higher “yield, currént and . to-
maturity,” but the netv notes ma--

turing “in 1962 (following -last
month’s “4s ' of * 1961-1959)  will
poach on that hitherto unique at-
traction. of the Savings Bonds, in
also affording a before-maturity
redemption privilege to the bond-
holder (in lieu of the call feature
existing in bond contracts which
exclusively favors the borrowing
issuer).

An additional advantage in the
redemption feature of tne “2'ux
5s” giving the holder the option
of a 4% return for either 215 or
5 years, is the earlier redemption
date’s. guarantee to the holder
against any drastic before-matu-
rity depreciation of his invest-
ment.

FROM OUR “OTHER-SIDE"
DEPARTMENT

Continuing good factual reports
highlight retail trade as another
major item on our other-side-of-
the-bearish-coin. The new Federal
Reserve data reveal that retail
sales, seasonally adjusted, have
advanced in each month since
May, with department store busi-
ness at a new high in July. Such
timely statistics are coming forth
against the background of the
steady emergence of “the distribu-
tion sector as the economy’s largest

.generator of income.” The Study

of Consumer Expendilures cur-
rently conducted by “Life” maga-
zine shows the average U. S.
household’s 1956 expenditures on
consumer goods and services at a
new high of $4,110; with the groups
composing this demand exhibiting
a striking degree of homogeneity.
The Commerce Department yes-
terday reported a further rise in
personal income in August by an
annual rate of $1,000,000,000.

Let the investor in retail stocks
who is worried over the trickle-
down of volume to net-per-share

recall the favorable results of past
aerlationary periods; as .in the
early 1920’s when declines in the
prices of the goods bought, includ-
ing distress merchandise and ex-
cess inventories, gave the astute
retailer tne opportunities to
increase profit margins.

THE REAL BARUCIH

The public’s impression of Mr.
Baruch’s writings, accentuated by
efficient promotion of his current
best-seller “My Own Story,” is
unduly . tying him . to supposed
“revelation” of how-to-beat-the-
market. This concept (belied by
the volume’s refercnces 10 social
questions as the Negro problem,
and, in its final chapter “The
Years Ahcad,” to philosophy on
national and international ques-

tions ranging from domestic war- :
time economic management to the

implications of the bomb and mis-
sile) should be set right with the
public by Mr. Baruch’s following
volume, which he is now writing,
covering his life after World War
One.

A preview of such constructive
aspects is obtainable from re-per-
usal of his lectures before the
City College of New York in 1954
and publishea as “A Philosophy
For Our Time"” by Simon and
Schuster. There he offered a
seven-point program of adjust-
ments to protect our national
security; and explained how, in
puiitics, in economics, in our way
of living, and in education, we
can create new opportunities and
keep old freedoms. Basic thereto,
“BMB” traces a fine balance be-
tween interventionism and the
free market. On the anti-govern-
ment side, ‘on the onc hand, he
said: “No form of' government.-.
whether it be socialisin, ecommun-
ism,” fascism or ‘'some ism not yet
heard-of-—in itself can solve man’s
problems.. Government-is only an
instrument “for ‘regulating ‘soviety:
A-limited ‘democracy-~the politi-
cal form we:live ‘under—is bound
‘to have its faults since none of uy
who make ‘up " this democracy - is
perféet!” But  this ‘democracy - has
given each of us 'the opportunity
to better his own condition by hiy
own striving——and more than that
no government can give us,”

.Accompanying this anti-statism
plea he gives the following stern
warning: “The test is not one ol
faith but of performance, It will
not be enough to demonstrate that
we believe in self-government.
We must succeed in making self-
government work; first by think-
ing our problems through, and
second, disciplining ourselves 1o
whatever actions may be ncces-
sary.” ;

Also contributing to the coming
Baruch literature, and presumably

-in the non-ticker area, is a volume

about him, “Mr. Baruch,” by Mar-
garet Coit to be published = by
Houghton Mifflin in November.

N. Y. Fin. Writers
To Hold Dinner

The 16th annual dinner and
show of the New York Financial
Writers’ Association will be held
on Friday evening, Nov, 15, it
was announced by Raymond L.
Hoadley, President.

Leaders of business and finance
will join key figures in govern-
ment and labor to dine and view
the production of the “Financial
Follies of 1957,” in the Grand
Ballroom of the Sheraton-Astor
Hotel.
that subscription books will ¢lose
on Monday, Oct. 14, the deadline
for acceptances.

J. A. Friedman Co. Formed

Joseph A. Friedman Co. has
been formed with offices at 6 Har-
rison Street. New York Cily, 1o
engage in a! securitie¢ business.
Partners are Joseph A., Friedman
ang E. I'riedman. 5
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The steel trade last week made modest progress moving

slowly but steadily forward. This week the automotive industry

is at the height of its factory shutdowns for 1958:model change- .

overs, but according to “The Iron Age,” national metalworking
weekly, overall orders from the automakers are still not up to
what the mills had expected for-this time of year. Tweo of the
Big Three auto companies, it adds, “are showing more signs of
life” with “the third still dragging its feet.”

Reporting on retail trade, a National Retail Dry Goods Asso-
ciation survey reveals that a great majority of the storekeepers
expect business .to exceed that. of a year ago. It adds that about
70% of the merchants contend that business will'be 3% better
than a year ago for department and specialty stores; about 22%

{feel that it will be the same as a year ago and only 8% expect .

it to decline.

It further rotes that the entire rstail group, which includes
automobile and appliance dealers as well as department, specialty,
chain and mail order houscs, is enjoying business about 77%
ter than a year ago. e

The current employment. situation shows that temporary

bet- -

layofts in the auto industry accounted for much of an inecrease

in unemployment pay claims in the week ended Sept. 7, the
United States Department of Labor reported.

The number of new claims rose 26,900 from the previous
week to 217,000. A year ago, the figure was 205,500,

The largest number of new claims was in Michigan, where
auto plants are changing over to new models. Twenty<eight
states reported increaases irc new uneirployment claims, the Depart-
ment declared. . . by 2

Insured unemployment was down 51,500 from the previous
week to 1,088,300, Forty states reported declines. In the week
ended Sept. 8, 1956, the total was 994,200,

In a separate report, the Labor Department s»id unemploved.

workers. drew $1,500,000,000 in jobless pay" benrefits in the 1957

- fiscal year ended June 30.

The average. weekly number drawing nnemployment. com-

: pensation-.in the' year was 1,117,600, - but a total of*5,012,900. got:

“one or more payments, the. agency stated.. ” < P
"The: number of claimants- was ‘up- slightly - from : the million :

‘weekly average and 4,500,000 - total 'in the previous ,fiscal year..

Payments in that :year totaled $1,300,000,000.

" The!department added that the.fotal amount-of state rescrves, -

available to.'the states: for paying uncmplo,vmerntr “benclits rose

-$271,000,000 to", $8,5 14,600,000 ‘in fiscal 1957,

] The steel industry’s continuing. expansion.is helning to keep '
-its customers in’ the driver’s’seat, “The Iromr Age,” natienal metal~ -

working weekly, reported on Wednésdayrofithis weeks: ] ;

- The rapid growth’ of steelmaking and steel finishihg capacity
is an important factor in the present market. I explains why
steel users ‘are able to cell the tune in mest products ‘while

chewing un fonnages at a possible record pace ‘this year.

“The Iron Age” points out that actual steel consumption this '

year may set a record, or at least hold to a level comparable
with 1956. A consumption figure of 84,000,000 finished tons is
usually mentioned. This would include steel used from inventory,
which’is another big factor in this year’s market.

The metalworking weekly declared that steel users are taking
advantage of -increasing capacity to cut their own costs. - They
arce able to hold down their inventeries because they know the
steel will be there when they need it.

In a special survaey of steel’s expansion and modernization
plans, “The Iron Age” found that by 1959 industry capacity will
be up about 12,200,000 tons over this year. .This means that steel-
making potential will be around 145,600,000 ingot tons, an increase
ol nearly 60% since 1947, . )

The industry this year will spend a record-breaking $1,700,-
(00,000 for new steelmaking and finishing capacity. Since 19_47,
producers will have spent nearly $10,000,000,000 to keep pace with
their expanding market. § . 5 )

How much new melling capacity will be brought in this year

Continued on page 36
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Thex peutic Chemicals

By DR. IRA U. COBLEIGII -

Enterprise

Economist

A specialized treatment in capsule form of some major com-

panies whose profitability derives from promoting our _health

by tranquilizers, vaccines or vitamins; anq combating illness
by antibiotics, steroids and “Meti” drugs.

Pause to reflect for a moment
upon what a nerve racking world
we live in. Such age old standbys
as a cigarelte, a cocktail, a cup of

coffee, an as-

pirin or a cat
nap no longer
serve to
.soothe our
torrid ten-
sions, Some-
thing new has
been added —
tranguilizers.
This is not
just conversa-
tion or an idle
word, but big
business ($160
million this
year,) Look
i at the gelec-
tion -— Thorazine and Compazine
by Smith, Kline and French;
Sparine and Equanil by American
Home Products; Miltown by Wal-
lacq Laboratories; Atarax by
Plizer; Trilafon by Schering;
Ultran by Eli Lilly; and no doubt
a half dozen more now being re-
searched. These cover the whole
gamut of quieting us down from
mild emotional or mental jitters
21l the way to severe psychosis,

But my stint here is not philo-
sophi.cally to reflect upon the
atomic-age tensions that be-
sel us or to preseribe remedies
to}' same but {o cite some of the
elite ethical drug companies
whose common shares have
proved such good long-term in-
vestments as to promote financial
peace of mind. Insulation against
investment worries is, in itself, a
Yovely therapy!, V. p

Oql‘ comments will be limited
fo nine major companies. (There
would be 16 but we cannot easily
lsu]utg\ the Lederle Division of
American  Cyanamid from the
iotal operations of that renowned
cnte?prisc, whose stock we have
consistently favored.)

The‘ nine selected are Abbott:
A]’nencan Home Products: Eli
L‘llly;.Merck: Parke Davis; Pfizer;
Scl.lcrmg: G. D..Searle: and Smith,
Kline and French. (Upjohn be-
longs here too but its stock is
very closely held and sells above
$},1()0 a share—and we prefer to
discuss broad-market securities.)

Apbott has ‘been a dependable
pcr@om_mr. Its stock now around
4534, six points below the year’s
high, is of interest by virtue of
§l1e well covered $1.80 dividend,
its JAmportant  position in feed
agldltiyes, antibiotics and its spe-
cialty, Sucaryl. For 1957 we ex-
pect Abbott to attain a new high in
gross, and a net of $3.25 a share,
45 cents above 1956, On a
brice/earnings basis, Abbott is
one of the cheapest pharmaceuti-
cals, and its profit margin is
widening this year,

Ira U. Cobleigh

American Home Products has
been a magnificent market per-
former, this past year and its
common, now 158, has been most
responsive to the good news found
successively in its earning state-
ments. Almost 50% of gross sales
here (above $150 million an-
nually) are in ethical drugs in-
cluding Equanil, and a broad line
of antibiotics and. vitamins. Per
share 1957 carnings of $10 or more
are cxpeetable here with a divi-
dend payout totaling perhap
$5.75. .

Eli Lilly we wrote about at
some length in this column on
July 25 last. The stock looked
g00d then at 70 and we see noth-
ing to cause a change in viewpoint
today at 71. Current. indicated
dividend of $1.80 compares with
estimated 1957 net per share of
around $4.45. Progress this year
is good and long range potential
of Lilly is regarded as very favor-
able by a number of chemical
stock analysts.

Merck is big, broad and aggres-
sive, spending around $12 million
a year in research in the pharma-
ceutical products and markets of
the future. It ranges over anti-
biotics: vaccines (it is one of the
six producers of Salk vaccine, and
one of six to produce vaccine for
Asiatic flu); vitamins and plant
growth stimulants including the
exciting new one Gibberellic Acid.
Merck seemed to be in a plateau
a couple of years back but has
now reassumed a dynamic look.
Stock sells around 40. Pays $1
probably with a year-end extra
against per share net (1957) indi-
cated at about $2.10.

Parke, Davis & Co. has been
providing, among other things,
stockholder contentment for years.
TFor 79 years without interruption
it has paid cash dividends, the
current rate being $1.80 plus a 15
cent extra, Sales at Parke Davis
have doubled in the past decade,
and we look for sales to rise this
year close to the $150 million
mark, and anticipate a per share
increase from $3.59 last year to
$4.20 for 1957. A hardy perennial,
that blooms brighter as the years
go by. It is another maker of
Asiatic flu vaccine,

AAnother veteran in the drug
business is Chas. Pfizer & Co.
Inc. One hundred and -eight years
old, Pfizer has paid regular divi-
dends for the past 50 years, in-
creasing them in each of the past
six years. It scored “wonder
drug” firsts with Terramycin and
Tetracyn, and its tranquilizer,
Atarax is going very well. Sales
should cross $200 million this year
for the first time and per share
net should expand by at least 75
cenis a share to $3.70 or better.
Dividend for year $1.75, with a
possible extra. Stock sells around

““FOR

SALE"’

Phone:
REctor 2-9570

These Beautifully Bound Sets of

“CHRONICLES” 1895 to
1908 to
1914 to
1926 to

Available for immediate sale in New York City
Subject to prior sale.

Write: Edwin L. Beck
¢/o Chronicle, 25 Park Place
New York 7, N. Y. 1

1939—inclusive
1928—inclusive
1956—inclusive
1952—inclusive
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57—rather cheap on a price/earn-
ings ratio basis.

Schering has heen glamorized
this year by its continued success
in “Meti” drugs, its new tran-
quilizing drug Trilafon, and the
heavy buying into the company
by Revlon. At 72, paying $2, the
stork seems to have discounted
fairly well its near term prospects,
with 1957 indicated per share gain
of only about 20 cents over last
vear, to around $6.25. We would
certainly not list this issue as a
suitable medium for short selling,
however.

G. D. Searle which gained the
spotlight some years ago with its
introduction of Dramamine and
Banthine, now has a new diuretic,
Rolecton, and an oral anti-fertil-
ity drug, plus Nilevar, a ‘“tissue
builder.” A total sales increase
this year of between 79, and 10%
is expectable here, and probably a
10% rise in per share net to $1.65.
Stock is down 15 points or so
from year’s high and now sells
(Over-the-Counter Market)
around 43 with a $1 dividend.

Smith, Kline & French net re.
sults) for this year will probably
show but little change from 1956,
probably a few cents a share im-
provement, While Thorazine sales
have stopped expanding, the. new
tranquilizer, Compazine, may de-
liver $10 million gross this year.
Stock at 65 (Over-the-Counter
Market) with a $2 dividend may
be viewed as a desirable equily
for the long haul, although devoid
of any immediate earnings’
pyrotechnics. .

The quite amazing thing about
the foregoing group. of drug
chemicals is that in each instance
there should emerge an advance
in sales, an advance in net earn=
ings, and in most cases some
dividend increase this year. When
you look at some of the soggy
earnings figures now coming in
from many other industries, this
group stands out with shining
luster. Morcover, the market de-
cline in this group has been much
less acute than in such as machine
tools, coppers, steels and airerafts.

The steadily favorable earnings
results of these pharmaceuticals,
the increasing number of diseases
being conquered by products from
their laboratories, and the fact
that people pay for remedies and
health builders quite without re-
gard to general economic condi-
tions—all these factors plus our
growth in population give this
ethical drug industry an unusual
combination of growth potential
and resistance to depression. We
regard most of these shares as
long-term financial tranquilizers.

Form First Secs. Corp.

FT. WAYNE, Ind.—First Secu-
rities Corp. has been formed with
offices in the Lincoln Bank Tower
to engage in a securities business.
Officers are Richard C. McBride,
president; Robert W. Harper, vice-
president; and Robert E. Meyers,
secretary and treasurer. All were
{formerly with Patterson Securities
& Investment Co., Inc., of which
Mr. McBride was an officer.

Form Gen. Stock Options

General Stock Options Corp. has
been formed with offices at 333
West 86th Street, New York City
to engage in a securities business.
Officers are Marcel Wortmann,

president, secretary and treasurer;
Robert Wortmann, and Constan-,

tine Culianos, vice-presidents.

J. F. Lynam Co. Formed

CLAYTON, Mo.—J. F. Lynam &
Co., Inc. is engaging in a securities
business from offices at 111 South
Meramec. Joseph F. Lynam is
president and treasurer. He was
formerly with Hugh W. Long &
Co., Inc.

J. S. Rutley Opens

WASHINGTON, D. C.—Joseph
S. Rutley is concducting a securities
business from oifices at 4801

.

Connecticut Avenue, N. W.

Is It Administered Pricing
That Threatens Qur Economy?

By EDWIN G. NOURSE*

Former Chairman, Council of Economic Advisers
Economic Consultant, Washington, D, C.

Former head of Council of Economic Advisers traces the
evolution of capitalism to its present day form, and concludes
there must be a pragmatic reconciliation or working compro-
mise by Big Business and Big Labor “if we are to continue
the march of our national prosperity on an acceptable level.”
‘Mr. Nourse lectures management on its unwise flight into
“managerial prerogatives” when confronted by labor’s “intel-
lectual” approach. Recommends the use of professional econo-
mists, business, and government experts, in obtaining objective
fact in order to develop labor-management basic solutions.
Prefers broadening the current study of administered prices to
one on administered Big Business and Big Labor resources,
and disagrees with Sumner Slichter by asserting we have a
modified or laboristic capitalism, not a laboristic economy.

The recently sharpened concern
lest inflation may disrupt the for-
ward march of our postwar pros-
perity or the growth-with-stability
which was en-
visioned in the
Employment
Act of 1946
has raised
anew the is-
sue of monop-
oly (to usc
the narrow
phrase) or
concentration”
of economic
power (to usc
the phrase
made popular
by the TNEC
of the 1930’s).
The Banking
and Currency Conmmittee of the
House ‘has approached the prob-
lem of economic control from the
monetary angle. The Senate Com-
mittee on the Judiciary has ap-
proached it from- the legal angle
through its  Subcommittece on
Antitrust and Monopoly. The
Joint - Economic Committee has
skirmished with. it ‘over a broad
{ront, both in general hearings on
successive Economic Reports of
the President and through the
special studies of some of its sub-
committees. Quite recently, this
committee’s concern .about infla-
tion has prompted it o instruct
its staff to plan “a broad study
of the factors affecting prices.and
price-making.” This is an assign-
ment of staggering scope and baf-
fling vagueness—much in contrast
to_the Senate Subcommittee’s fo-
cusing of its inquiry on the spe-
cific phenomenon of “*administered
prices.” ; "

Personally, T am disposed to
suggest [that an” inquiry much
narrower than the whole gamut
of “factors affecting prices and
price-making” ~and -considerably
broader than the technical issue
of administered prices would
premise more help toward the

Edwin G. Nourse

-understanding and control of in-

flation and toward the stabiliza-
tion of -prosperity. Such a central
point of .inquiry seems.to me to
be the question -of where the
power to administer the produc-
tive resources of the nation re-
sides or how -it is distributed.
Some such defining of the issue
now confronting our economy I
‘undertook - as the {irst. witness
called in the initial and explora-
tory hearing of the Senate Sub-
committee on Antitrust and
Monopoly. As a first step I sug-
gested that, under modern condi-
tions of Big Labor, wages are
administered quite as truly as are
prices. To quote:

“It is my belief that the procc-
esses of price-making and of
wage-making are so intertwined
in the modern industrial world
that neither can be effectively
analyzed in isolation from the
other. I believe also that the phe-

*An address by Mr. Nourse befrre the

Western Economic Association, Salt Lake
City, Utah, Aug. 28, 1957.

nomenon known as monopolistic
competition or administered prices
manifests itself in essentially sim-
ilar ways and with essentially
similar consequences in .the two
cases.l The distinctive feature of
an administered price situation is
that prices, instead of being reg-
istered  automatically by the in-
teraction of supply and demand
forces [of .many small producers
and consumers| in an open mar-
ket, are formulated in executive
offices as matters of operating
policy or economic planning by

officials of corporations or unions.

who, through control over blocks
of capital resources or labor re-
sources. have considerable power
to implement the price schedules
they adopt.”

With that propostion as a foun-
dation, I proceeded "to take the
turther position that it is this:
power to implement such policy::
decisions through the administra-
tion of . economic resources at
centers of policy-making that
constitutes the really significant
issue of concentration of economic

‘power. This issue, I believe,-lies

at the center of the problem of
full = employment or economic
growth - with - stability in the
uniquely American way of eco-,
nomic life that we are evolving.
“Administered resources” might
be a better formulation than ad-
ministered prices.

You will note that I put my
statement of the process of evolu-.
tion in the active, not the passive
voice. For, while technological
progress and other exogenous or-
endogenous factors condition the
development of our economic in-
stitutions and practices, -we our=
selves have considerable power,
to decide how we shall adapt. our,
actions to these forces, adjust old.
institutions to new situations, re-.
mold the mores of producers and
producers, and invent new .de-
vices for maximizing the material
wellbeing of our society. To say
this is not to mark myself as a
fugitive from the hope of making
economics scientific or as a pre-
sumptuous invader of the field
of ‘abstract philosophy with its
age-old controversy between free' '
will and determination. It is sim-
ply to take the modest role of
reporter of the current economic
scene and to proceed from em-
pirical observation to realistic
analysis ‘of .the actual process of
today’s price - organized indus-
trialism. -

As this process' is developing,
we are modifying our traditional-
capitalistic system, with profound
changes not only in the degree of.
control which various parties are.
able to exercise over the course.
of business but also in the manner
of its exercise. These changes
need to be evaluated in terms of
their consequences upon the trend

Continued on page 32

1 As matters developed, the Chairman,
having seen my paper before the hearing
opened, . included wage making in his
opening statement of the purposes of the
investigation.
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~Not All Railroad

Follow the Same Pattern

y By HERBERT F. WYETH* i
Research Department, Shearson, Hammill & Co., New York City

The pitfalls of generalizing -about railroad securities are ex-
posed by expert rail security analyst who contends “that by no
means are all railroads falling behind in the race.”” Mr. Wyeth
asserts many railroads this year are expected to report all-time

peak earnings which cannot
groups favored with

¢ greater investment popularity than the-
rails. Names rails preferred at this time cn basis of earnings

be said for many industrial

prospects, speculation and price potentialities.

The.re has been considerable
ne.ga’qve, and in my opinion loose,
thinking and talking about rail-
road securities in recent months
I would like 2
to start out
my remarks
with the
thought that
at least so far
as . invest-
mentsare
concerned
there is no
absolute —
everything is
relative. The
operating per-
formance ~ or
the earnings
record of an
individual
company. ana the status and pros-
pects of an individual stock must,
in our business, be measured
against other companies and
against other stocks. - As a practi-
cal matter T think I may safely
say that under present conditions
no matter how bearish one
may be, one would not likely have
clients in -a completely liquid
position—cash and/or high grade
bonds. - Realistically, 90% of the
clients would not long*remain in
a ‘completely liquid position —
they would go find another ad-
visor  or broker. Aside from this
perhaps somewhat cynical “facts
of life” approach, it would ap-
pear suicidal to ignore equities in
an investment portfolio in view of
the underlying, and presumably
bermanent, inflationary pressures,
our basically dynamic economy,
our strong population growth
trend, and the constant seeking of
a higher standard of living:.

Regardless of our .individual
immediate feelings it seems al-
most certain that our clients will
have some representation in com-
mon stocks, whether it be 30% of
the portfolio for the outright
bears or 100% for the arrant
bulls. In determining which is-
sues shall make up the common
stock portion of the portfolio we
have only relative values and
relative prospects to guide us —
the stock of company “A” selling
at 10 times earnings is attractive
for purchase only if stocks of
other companies of similar cali-
ber, and with similar prospects,
are selling at the same or higher
price-earnings ratios. If the
stocks of companies of similar
caliber and with similar prospects
are selling five or six times earn-
ings then the stock of company
“A” is not attractive. This is
over-simplification but illustrates
the point that it is all relative, It
1s against this background that I
would like to pose my construc-
tive attitude toward selected
railroad stocks.

. We hear a lot about the damag-
Ing affect of inflationary influ-
€nces on railroad earnings and on
railroad credit. It is arguedq that
as$ a regulated industry the rail-
roads have difficulty " in raising
rates quickly as costs go up, and
that competitive pressures make
difficult the maintenance of the
higher rates once they have been
authorized. There is no question
but that inflation has hurt the

* Remarks by Mr. Wyeth at the Rail-

road Forum of New York Society of Secu-
kity Analysts, Sept. 6, 1957,

\

Herbert F. Wyeth

itized for FRASER
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ssteadily

railroads and that there has gen-
erally been a serious time lag in
instituting compensatory higher
rates. But profit margins in vir-
tually every industry have been
pared by the constantly mounting
costs. Relative to other indus-

tries have the railroads really lost

substantial ground? On the basis
of available statistics this would
not seem to be the case, at'least
in recent years. g
Reveals Better Profit Record
Extépt for a‘temporary recov-
ery in 1955 -the-trend of general
corpdrate profit margins has been
dowinward since  1950.
The extent-of the decline in-that
period is evident from the follow-

ing figures, derived from statistics .

of the Federal Reserve Board

covering 200 manufacturing com-'

panies, representative individual
industrial groups, and railroads.
The protit margins for 1950 and
1956 ‘are after all charges but be-
fore Federal income taxes.

1950 1956
200 mfg. cos....__.__ 17.9% 12.9%
Non-durable goods_. 18.1 14.0
Durable goods —_-___ 17.7
Machinery ____. - 16.8 9.
Automobiles __.______ 19.5 12.0
Railroads _ L3146 12.0

During this period of steadily
rising costs the profit margin of

,the railroads has’ declined rela-

tively less than any other of the
groups covered. In our business,
of course,  we do not measure

.'The Commercial and Financial Chronicle

Stocks

profit margins this way but on
the basis of net operating income
before Federal income taxes. Cal-
culated this way the railroad
profit margin dropped from 17.3%
in 1950 to 13.9% last year. Even
on that basis the profit margin
decline was less severe than for
the companiés used in the FRB
industrial figures, I think there
is a tendency to overplay the in-
flationary angle with respect to
railroads because of the marked
inability of some of the units in
the' industry to make headway.
What is often overlooked is the

© even more marked ability of some

of the carriers to.surmount the
difficulties presenteq by rising
(:(_)sts.

Overstated Earnings

. Another aspect of railroad earn-
ings that has been given a lot of
publicity during the past year or
so is the earnings overstatement
due-to-tax deferrals arising from
accelerated amortization. Here
again, it is my contention that the
matter is relative, and each -case
should ‘be examined and evalu-
ated on its own merits. For some
roads the tax deferral represents
a fairly large proportion of re-
ported earnings whereas for
others it' is relatively - unimpor-
tant. Last year, for instance, tax
deferrals represented only 8.5% of
Nicket Plate’s reported earnings
and only about 13% of Denver &
Rio Grande’s: Others- went close
to, and even above, 30%. More-
over, these benefits are not to he
totally lest unless ICC accounting
procedures are changed, The
railroads now get similar, al-
though mostly on a considerably
smaller scale, benefits through the
use of sum of digits or declining
balance methods of equipment de-
preciation,

Understated Earnings
I would also like to point out
that while this overstatement of
earnings has been widely pub-
licized we hear very little as to
how railroad earnings are under-
stated in comparison with the

accounting methods of indusfry
generally. This is because of the
replacement rather than deprecia-
tion method of accounting -used:
with respect to track structure,
No recent figures are available as
to the magnitude of this relative
understatement of earnings, - but
in leoking into the matter a few
years ago the ICC estimated that
substitution of depreciation for
replacement accounting would
have increased railroad earnings
by $472 million for the years
1935-1946, inclusive. The under-
statement relative to industrial
reports is almost certainly run-
ning at a considerably higher an-
nual rate at the present time.
Moreover, under this type of ac-
counting the railroads are absorb-
ing increased material costs and
wages through the income
account much more rapidly and
more realistically than is industry
generally. Industrial companies
are accruing depreciation on the
basis of original cost whereas the
plants must be replaced at much
higher prices and the inflationary
rise in costs is capitalized. The
higher cost of replacing rail is
absorbed immediately through the
incorhe account.

Somie Are Winning the Race

I certainly do not want to leave
the impression that I think the
railroad industry- is free from dif-
ficulties, There are many, includ-
ing thé serious one of non-rail
competition -and the question  of
constantly rising costs. Those are
problems faced by every industry
and it scems to me that the prob-
lem facing the analyst and the
investor is the evaluation of the
degree of success with which the
individual company is meeting
the challenge. It is my conten-
tion that by no.means are all
railroads falling behind . in -the
race,  There are, for instance,
many railroads that this year
will; almost™ certainly report all-
time ™ peak earnings. My’ col-
leagues assure me that this is
more. than .can be said for quite
a few industry groups that are

; - )
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currently enjoying much greater
investment - popularity than the
rails. !

Recommendations

There is at times a tendency to
think that all railroad stocks fol-
low the same market pattern.
Even a cursory look at prices over
a period of six months, one year,
10 years, or any period you might
choose will demonstrate that this
is fallacious. As a matter of fact,
only a short time ago, when the
Dow-Jones Industrial Avera ge
was attacking its all-time high
and the rail average was well
below its top, individual railroad
stocks were moving into new high
ground the same day that other
rail stocks were sinking to new
lows. Among those I particularly
favor at this time are the Poca-
hontas roads, Chicago Great West-
ern, Denver & Rio Grande West-
ern, and Great Northern, all of
which I believe will report new
all-time peaks in earnings this
vear. In the specialty group I
consider Northern Pacific has ex-
cellent price potentialities and in
the more . speculative - category
Baltimore & Ohio in my opinion
is outstanding. Western Pacific
also seems to be coming into its
own this year.

Salomon Bros., Hutzler
To Admit Partners

Salomon ' Bros. & Hutzler, 60

‘Wall Street, New York City, mem-

bers of the New York Stock Ex-
change, on Oct. 1 will admit Ches-
ter T. Bardsley and Julian L.

Meyer to partnership. Mr, Mever
is Manager of the firm’s Chicago
office at 231 South La Salle St.

Form Arthur-Hardgrove Co.

Arthur-Hardgrove Company has
Leen formed with offices at 9 East
45th Street, New Y, 'k City to en-
gage in a securities pusiness. Part-
ners are Francis J. Arthur and
Malcolm K. Hardgrove.

NEW ISSUE

September 19, 1957

Kuhn, Loeb & Co.
Hemphill, Noyes & Co.

1,062,765 Shares

Capital Stock

(Par Value $10 Per Share)

.

Chemical Corn Exchange Bank is offering to the holders of its outstanding Capital Stock
rights to subscribe for the above shares at the subscription price of $45.50 per share, at
the rate of one additional share for each five shares held of record at the close of business
on September 18, 1957. The subscription rights will expire at 3:30 P.M., Eastern
Daylight Saving Time, on October 7, 1957. During and after the subscription period,
the several Underwriters may offer Capital Stock as set forth in the Offering Circular,

Copies of the Ofiering Circular may be obtained in any State only from such of

the several underwriters named in the Offering Circular and others
as may lawfully offer these securities in such State.

| The First Boston Corporation
W. C. Langley & Co.

Chemical CornExchangé Bank
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Dealer-Broker Investment
Recommendations & Literature

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

Atomic Letter (No. 30)—Features the Nuclear Navy; an artist’s
conception showing all 21 of the atomic vessels now in
operation, under construction or planned; a table showing
the principle contractors for the ships and reactor com-
ponents; also mentions the large Swiss and Dutch holdings
of the Fund’s shares. Comments on High Voltage Engineering
Company and Foote Mineral Company—Atomic Develon-
ment Mutual Fund, Inc., Dept. C, 1033—30th Street, N. W.,
Washington 7, D. C. ;

Burnham View — Monthly investment letter — Burnham and
Company, 15 Broad Street, New York 5, N. Y. Also avail-
able is current Foreign Letter.

Investment Opportunities in Guatemala — Area Development
Department, American & Foreign Power Company, 2 Rector
Street, New York 6, N. Y.

Japanese  Stock Market—Monihy survey of economic picture
—Nomura Securities Co., Ltd., €1 Broadway, New York 6,
N. Y.

Japanese Stocks — Current information — Yamaichi Serurities
Company of New York, Inc,, 111 Broadway, New York 7,
New York.

Life Insurance Companies — Comparative figures on 50 com-
panies—Ralph B. Leonard & Company, Inc., 25 Broad Strect,
New York 4, N. Y. Also available is a bulletin on tax ex-
empt securities. . ;

Market Review—With a discussion of Stecks for Income with
Defensive Strength—Harris, Upham & Co., 120 Broadway,
New York 5, N. Y.

0il & Gas Holdings In Utah—Report on potential—Mid Amer-
ica Securities, Inc. of Utah, 26 West Broadway, Salt Lake
City 1, Utah.

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 —
I;Tagor‘:?l Quotation Bureau, Inc., 46 Front Street, New York

5N X

West Coast Petroleum Industry — Study of future growth —
Petroleum Department, The Chase Manhattan Bank, 18 Fine
Street, New York 15, N. Y.

E3 * &

_ Air Products Inc.—Memoranduin—Kidder, Peabody & Co., 17
Wall Strect, New York 5, N. Y. Aiso available is a memor-
randum on Thomas Industries.

Allied Mills, Inc.— Report—Thomson -& McKinnon,
Street,-New York 5, N. Y.

Allis Chalmers — Bulletin — Sprayregen & Co., 26 Broadway,
New York 4, N. Y.

American Beryl Corporation — Circular — Columbia Securities
Company Inec. of Wyoming, First National Bank Building,
Denver 2, Colo.

American Can Co.— Memorandum — Oppenhieimer & Co., 25
Broad Street, New York 4, N. Y.

American Gas & Electric Company—Analysis—Harris; Upham
& Co., 120 Broadway, New York 5, N. Y. Also available is a
list of selected stocks for Tax Exemption. :

American Pipe & Conslruction Co.—Memorandum—Goodbody
& Co., 115 Broadway, New York 6, N. Y. Also available is
a memorandum on Shulton, Inc. !

American Radiator & Standard Sanitary Corp, —- Bulletin —

11 Wall

Peter P. McDermott & Co., 42 Broadway, New York 4, N. Y. -

Associated Dry Goods—Analysis—Du Pont, Homsey & Com-
! pany, 31 Milk Street, Boston 9, Mass.
, A, J. Bayless Markets, Inc.—Analysis—Hayden, Store & Co., 25
Broad Street, New York 4, N. Y.
Canada ‘Cement Company Limited—Analysis—Ross, Knowles
& Co,; Lid., 25 Adelaide Street, West, Toronto, Ont., Canada.
Chrysler Corp.—Bulletin—Bache & Co., 36 ‘Wall. Street, New
York 5, N. Y. Also available is a bulletin of suggestions to
;?u;i, Sell or Hold,” and a bulletin on Jenes & Laughlin
Stee
Columbia Pictures Corp.—l\’lnn‘.orundun\.~—Hémphill, Noyes &
Co., 15 Broad Street, New York 5, N. Y. .
Dewey Portland Cement Co.—Rcport—Loewi & Co. Incorpor-
ated, 225 East Mason Street, Milwaukee 2, Wis.
El .Paso Nafural Gas Co.— Data — Joseph Faroll & Co., 29
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Broadway, New York 6, N. Y. Also in the same bulletin are
data on Mississippi River Fuel,

Employers’ Group Associates—Review—Blair & Co. Incorpor-
rated, 20 Broac Street, New York 5. N. Y. Also available is
a table of comparative figures on operating results of Insur-
ance Companies for the six months ended June 30, 1957 and
an analysis of Salem Brosius Inc.

Franklin Life Insurance Company of Springfield, Illinois —
:/r\nalysis—Kay and Co., Inc., 2316 South Main, Houston 2,

ex.

Franklin Stores Corporation — Bulletin — Georgeson & Co., 52
Wall Street, New York 5, N. Y, Also available is a bulletin
on Goldfield Consolidated Mines Co. i

General Cigar Co.— Memorandum — Hardy & Co., 30 Broad
Street, New York 4, N. Y.

Greer Hydraulics, Ine.— Analysis — Stieglitz & Co., 67 Wall

Street, New York 5, N. Y, 2

Gunnar Mines Limited—Analysis—Jemes Richardson & Sons,
173 Portage Avenue, East, Winnipeg and Royal Bank Build-
ing, Toronto, Canada. Also available is a table of yields on
Canadian Bonds i i

Kalamazoo Vegetable Parchment Company-—Analysis—William
Blair & Company, 135 South La Salle Street, Chicago 3, 11L

Midwestern Instruments fne.—Memoranduim—Fridley, Hess &
Frederking, Texas National Bank Building, Houston 2, Tex.

Monterey Oil Company—Analysis—Dean Witter & Co., 14 Wall -

Strect, New York 5, N. Y. Also available is a memorandum
on U. S. Gypsum Co.

Northwest Production—Report—Western. Securities Corp., 1
Exchange Place, Jersey City 2, N. J. Also available are re-
ports on Three States Natural Gas, Delhi Taylor 0il, and
Big Piney 0Oil & Gas.

0ld Ben Coal Corporation — Card memorandum — Scherck,
Richter Company, 320 North Fourth Street, St. Louis 2, Mo.

North American Car Corporation — Study — Glore, Forgan &
Co., 40 Wall Street, New York 5, N. Y.

Otis Llevator—Data—Herbert E. Stern & Co., 52 Wall Street,

 Currently Active—
Haloid Co.
Charles Bruning

Bought — Sold

TROSTER, SINGER & CO.

Members: New York Security Dealers Association

74 Trinity Place, New York 6, N. Y.

New York 5, N. Y, Also in
American Export Lines.

the same bulletin are data on

Pepsi Cola . Co.—Memorandum—A., M, Kidder & Co., 1 Wall

Street, New York 5, N. Y.

Sears Roebuck and Montgomery Ward—Discussion in current

issue of “Gleanings”’—Francis

1. du Pont & Co., 1 Wall Street,

New York 5, N; Y. ‘Also in the same issue are lists of stocks
with Recovery potentials; tax free stocks; and a suggested

portfolio on which payments

would be made every month.

Standard Qil Company of Indiana—Analysis—Jacques Coe &

Co., 39 Broadway, New York

6, N. Y.

Tropical Gas Co.— Memorandum — Scott, Horner & Co., First
Colony Life Building, Lynchburg, Va.

United ¥ruit Co.—Memorandum—Taylor, Rogers & Tracy, Inc.,
105 South La Salle Street, Chicago 3, IlL

United Steel & Wire Co.—Memorandum—Wm. C. Roney & Co.,

Buhl Building, Detroit 26, Mi

ch. Algo available is a memo-

randum ‘on WJR, Goodwill Station, Inc.
Viclad Industries, Ine.—Report—Eisele & King, Libaire, Stout
+ & Co., 50 Broadway, New York 4, N. Y. |\
Wagner Electric—Bulletin—J. R. Williston & Co., 115 Broad-

way, New York. 6, N. Y.

Weyerhaeuser Timber Co.—Memorandum—Robert S. Baird &
Co., 110 East Wisconsin Avenue, Milwaukee 1, Wis.

Form H. Mann Investors

SPRINGFIELD, Ill.—Horace
Mann Investors, Inc. has been
tormed with offices at 216. East
Monroe Street to engage in a se-
curities business. Officers a2
Charles F. Martin, president; Les-~
lie: W. Nimmo, executive vice-
president; Irving F. Pearson, vicc-
president; and Edna M. Siebert,
secretary and treasurer.

M. H. Matthew III Opens'

HENDERSON, Tex.— Matthew
H. Matthew III is conducting a se-
curities business from offices at
210 Kangerga’ buuding. He was
formerly with McLeod, Fisher,
Crook & O’Neall, In¢.

Metal Securities Corp.

Metal Securities Corp. has been
formed with offices at 50 Broad
Street to engage in a securities
business. Officers are Irving Saltz-
man, . president and treasurer;
Emanuel Saltzman, vice-president;
and Sidpey Seasonwein, secretary.

Joins Wayne Cowell
(Special to Tue FINANCIAL CHRONICLE)
TRAVERSE CITY, . Mich.—Ar-
thur R. Schubert is now associated
with Wayne G. Cowell & Co.,
State Bank Building. -

A. M. Kidder Adds
(Special to THE FINANCIAL CHRONICLE)
DETROIT, Mich. — Charles G.
Vogler is now affiliated with A.
M. Kidder & Co., Inc., Guardian
Building.

With J. C. Flax

SPRINGFIELD, Mass.—Samuel
L. Lepley is now with J. Clayton
Flax & Co., 1562 Main Street.

A. J. Matthes Opens

SARASOTA,Fla—Albert J.
Matthes is conducting a securities
business' from offices at 1436 John
Ringling. Parkway.

- Jos, Schrank Opens

TUCKAHOE, N. Y-—Joseph
Schrank: is engaging in a securi-
ties business from offices at 96
Bella Vista Street. :

DEPENDABLE MARKETS
5

DEMPSEY-TEGELER & CO.

" Northwest Production
Three States Natural Gas
Delhi-Taylor Oil

- Big Piney Oil & Gas

Special Reports on Request

Western Securities Corp.

One Exchange Place, Jersey City, N.J.
Telephone HEnderson 2-1000

Open-end phonetoN.Y.C.HA 2-0185

COMING
EVENTS

In Investment Field

Sept. 19, 1957 (Des Moines, Iowa)
Iowa Investment Bankers Asso-
ciation Field Day at Des Moines
Golf & Country Club.

Sept. 19, 1957 (New York City)
Corporate Transfer Agents As-
sociation annual golf tourna-
ment and outing at Colonia
Country Club, Colonia, N. J.

Sept. 19, 1957 (Chicago, X1l.)
Investment Analysts Society of
Chicago 2nd annual golf outing
at Medina Country Club. :

Sept. 2I5-27, 1957 (Santa Barbara,
al.) :
Investment Bankers Association -

Fall Meeting at Santa Barbara

Biltmore, ;

Sept. 27, 1957 (Philade!phia, Pa.)
Bond Club of Philadelphia 32nd
Annual Field Day at the Phil-
mont Country Club, Philmont,
Pa.

Oct. 7-8, 1957 (San Francisco, Cal.)
Association of Stock Exchange
Firms Board of Governors meet-
ing at Mark Hopkins Hotel.

Oct. 10, 1957 (Omaha, Neb.)
Nebraska Investment . Bankers
Association, annual frolic and
field day at the Happy Hollow
Country Club (to be preceded
by a cocktail party, Oct, 9 at the
Omaha Club), .

Oct. 10-11, 1957 (Los Angeles,
Calif.) ) i
Association of Stock Exchange
Firms Board of Governors meet-
ing at Beverly Hills Hotel.

Oct. 12, 1957 (New York City)
Security Traders Association of
New York annual dinner dance
at the Commodore Hotel.

Nov. 3-6, 1957 (Hot Springs, Va.)

' National Security Traders Asso-
ciation ‘Annual Convention at ’
the Homestead.

Dec.Fl-G, 1957 (Ilellywood Beach,

; la.) ’
Investment Bankers Association
Annual Convention .at Holly-
wood Beach Hotel.

Jan. 17, 1958 (Baltimore, Md.)
Baltimore Security Traders As-

_ sociation 23rd annual mid- -
winter dinner at the Southern
Hotel. ‘ ‘

April 23-25, 1958 (Houston, Tex.)
Texas Group Investment Bank- -
ers Association annual meeting
at the Shamrock Hotel.

June 9-12, 1958 (Canada)
“Investment Dealers’ Association -,
of Canada annual convention at
Manoir Richelieu, Murray Ba¥s
Quebec. b

Oct. 29-Nov. 3, 1958 (Colorade
Springs, Colo.)
National Security Traders Asso- -
ciation Annual Convention' at °
the Broadmoor, )

TRADING J\IARKET S
FLORIDA
SECURITIES

Bank, Insurance Com panies,
" Industrials

Florida’s
Triangle

- Invest in
- Golden

TRADING DEPARTMENT — -
TELETYPE MM51

R N
ALFRED D.LAURENCE:?
: & COMPANY g
] INVESTMENT SECURITIES
R

201 S.E. 1st Ave. Miami, ;
LPhone: Miami, FRanklin 3‘77]@

pitized for FRASER
p://fraser.stlouisfed.org/
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Agricultural Chemical Industry
And the Growing Farm Market

By VIKGIL D. REED* ;
Vice-President and Economist
J. Walter Thompson Company, New York City

A steadily rising demand for farm products in the next 20 years
is foreseen by J. Walter Thompson economist whe notes,
despite the decline of farm income in the past few years, that
“total incomes of those on farms have been and still are
increasing.” In linking the favorable agricultural chemical out-
look with the income, character, size and other revolutionary
farm changes, Dr. Reed points out that the economy as a whole
is strong, vital and dynamic, and will play an important role

in increasing the chemical business and the country’s stand-
’ ard of living,

Eight years ago, when many
businessmen and some economists
were worried about our economic
outlook, I made the statement that
“Farfromhav-
ing reached
maturity, or
the hopeless
senility attrib-
ated to itinthe
30’s, our econ-
omy has just
outgrown the
awkward,
self - conscious
age of puber-
ty. Much of
its growth pe-
riod is still
ahead.” Well,
we’ll all have
to agree that

that youth has certainly “gone to
town” in these eight years. He has
made the pessimists “bug-eyed.”
What'’s more, he still has the stam-
ina and vitality of youth. He still
has a lot of growing to do.
In August, 1949 our civilian em-
ployment was 59,947,000, In
- August, 1957 it was 67,646,000, an
. increase of 7,699,000 or 12.8%. By
1965 it should reach 73,000,000. '

In 1949 our gross national prod-
uct (all goods and services pro-
duced) was $257.3 billion. At
mid-year 1957 it was running at
an annual rate of $433.5 billion,
an increase of $176.2 billion, or
over 68%. By 1965 it should
reach $535 billion (in 1953 con-
stant dollars). If average annual
hours of work remained at 1953
levels, instead of decreasing by
about 200 hours by 1965, as ex-
pected, we could easily turn out
an additional $40 billion, or a
total of $575 billion. A $600 billion
economy by 1967, or 10 years from
now, is attainable,

Personal consumption expendi-
tures in 1949 were $180.6 billion.
At mid-year 1957 they were run-
ning at annual rate of $277.8 bil-
lion, an increase of $97.2 billion,
or 53.8%. By 1965 they should
reach at least $337 billion (in 1953
dollars). .

Total disposable  personal in-
come (income after taxes) was
$191.2 billion in 1949. For the
second quarter of 1957 it reached
an annual rate of $299.7 billion,
an increase of 56.7%. By 1965 it
should exceed $380 billion.

Let’s take a look at the con-
sumer market upon which this
dynamic and growing economy is
based.

Vergil D. Reed

Consumer Market

Although the agricultural chem-
ical industry sells its products
mainly to the farm market, its
future still depends entirely upon
the prosperity of the household
consumer—the consumer market.
The growth and expansion of the
farm market is primarily the re-
sult of rather than the cause of
the growth and prosperity of the
consumer market. After all, yours
is a derived rather than a direct
demand. When .retail cash regis-
ters slow down, so do the output
and purchases of farms and fac-

“An address by Dr. Reed before the

Naticnal Agricuitural Chemical Associa-
tion, Spring Lake, N. J., Sept. 4, 1957.

://fraser.stlouisfed.org/

tories; chemical plants and steel
mills, mines and public utilities.

As Professor David M. Potter of |

Yale so aptly states in his book,
People of Plenty, “In a society of
abundance, the productive capac-
ity can supply new kinds of goods
faster than society in the mass
learns to crave these goods or to
regard them as necessities. If this
new capacity is too used, the im-
perative must fall upon consump-
tion, and the society must be ad-
justed to a new set of drives and
values in which consumption is
paramount,

Assuming that management,
labor and government use even
a generous proportion of their
joint intelligence and combined
abilities, our economy and your
market have vast growth possi-
bilities.

If we tote up the plus and minus
scores of the five basic trend
makers—Cupid, the Stork, the
Grim Reaper, Immigration and
Emigration — our net population,
at present rates, will increase by
336 during this hour, 8,064 this
day and by almost 2,900,000 this
year. That is adding the equiva-
lent of an Ireland, or three Costa
Ricas or over five Hawaiis in a
year. To put it another way, that’s
adding the equivalent of a new
city of 60,400 in each and every
one of our 48 states in a year.

The longer range -population
trends combined with the income
trends of our people add up to a
future which ought to convert
even our double-dyed economic
hypochondriacs into optimists or
reasonable facsimiles thereof.

Population Changes

Our population has doubled in
the last half century in spite of
the lean rates of the '30s. Decreas-
ing death rates over the same
period have made a substantial
contribution to our growth. We
Lave added over 31 years to our
male and over 36 years to our
female life span since 1850. These
years added to the time 'a con-
sumer can buy, with the higher
purchasing power of today, are a
bigger gain than was adcing a
new customer to your grand-
tather’s market.

Since 1950 our population has
increased by 20,581,000, the equiv-
alent of six Irelands or more tian
a Canada. We passed the 171,000,-
600 mark in June of this year.
Between now and 1965 there will
be a Thailand or a Canada plus a
Denmark added. By 1975 there
will be about 222,000,000 of us, an
increase of 29.6% over 1957.

These increases are by no
means . equally distributed geo-
graphically. The three:  Pacific
States will have an eighth of our
total population in 1965 instead of
the present tenth. New England,
the Middle Atlantic and West-
North Central States will have
diminished proportions. The
changes will be far more striking
by states, metropolitan areas,
cities and counties.

Far more couples todav are
having second, third, fourth and
fifth children. The family pattern
is definitely changing. Compara-

' household formation

tively new small' houses are

" bursting at the seams.

Marriages were the highest in
our history in 1946 when they
numbered 2,291,045, Our marriage
rate has declined from 16.4 per
thousand of population in 1946 to
9.1 this year, but there will still
be over a million and a half mar-
riages in. 1957. Marriages will
show little or no increase between
now and 1961 due to the low birth
rates of the ’30’s. By 1961, our
“war baby crop” will begin to
marry and establish, homes in
large numbers. '

The number of new households
established each year is also down
slightly, due to the low birth rate
of the ’30’s and the resultant
present low marriage rates. The
rate will
continue to decline a little until
about 1961, then increase greatly.
There are today (September 1957)
approximately 49,925,000 house-
holds, an increase of roughly 800,-
000 over a year ago. New house-
holds will mean increased de-
mangd for many goods and serv-
ices. Beginning with the '60’s, the
accelerated Increase should be a
market gold mine, with the mar-
riages and new households of the
“war baby crop.” Households, not
individuals, are the users of most
types of consumer ‘goods, includ-
ing food and fiber.

The population over 65 years of
age increased a third between
1930 and 1940 and another third
between 1940 and 1950. Those
over 65 will number 15,800,000 by
1960 and make up 9.2% of our
population compared to 2.9% in
1870. There are today about 21,-
336,000 people over 60 vears of

age, of which about 14,500,000 are:

65 or over. These elders are a far
better market than those of previ-
ous generations.

The two fastest growing seg-
ments of our population are at the
opposite ends of the age range
and will long continue there, In
1957 there are 72% more children
under 10 years of age than in
1940, but there are also 59% more
elders over 60. In the five year
period 1950-1955, the number of
children under 15 years increased
by 8,000,0000 and accounted for

three-.fifths of the total popula-
tion increase. During the . same
period the population 13 to 29
Years of age declined by a million,

Suburbanization

America is going suburban, and
rapidly. This trend has been quite
marked since 1920. Cities of all
sizes are suburbanizing.

More than half the nation’s
population now lives in 168 met-
ropolitan areas * which = include
only 275 or 9.1% of the total
counties in the country. Within
their boundaries lie: (1) four-
fifths of our total population in-
crease of the last decade; (2) al-
most two-thirds of - total retail
volume; (3) about nine-tenths of
our national wholesale volume,

A look at what is happening in-
side these' metropolitan areas is
particularly significant. While the
central cities as a group increased
their population by 13.9%, the
“remainder of the areas” (the
suburbs roughly) increased 35.5%
in the 1940-1950 decade. Nearly
half our total increase in popula-
tion during that decade. was in
these suburban areas. During the
past several years, this trend to
the suburbs has been at a much
faster pace. For instance, between
1950 and 1955 the population of
the metropolitan areas increased
roughly 11,500,000, -Of that in-
crease 9,600,000 wera jn ¢--
suburbs. During the same five
years our total population outside
the metropolitan areas increased
only 300,000. In other words, 97%
of the total population increase
for the five years was in the
metropolitan areas. In the cor-
porate cities of the areas, popula-
tion increased only 4% while it
increased 28% in the suburbs.

Far over half the new homes
huilt in the nation since the war
have been built in the suburbs of
thoee 168 metropolitan areas. The
middle income families, and par-
ticularly the younger ones- with
children, are heading for the sub-
urbs. Their incomes exceed the
national average considerably.
Home ownership among them is
particularly high. Gardening and
“sun-down farming” are major
hobbies. "
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Americans literally live on
wheels. A year from today over
33,000,000 of our civilian popula-
tion one year old and.over will be
living in ‘a different house. Of
these, over 22,000,000 will move to
another house in the same county.
Almost 6,000,000 will move to an-
other county in the same state.
Over 5,000,000 will move to an-
other state. Losses anq gains of
population are very unevenly dis~
tributed -and require . constant
study. Prospects. an@ customers
can’t be reached where they were
but only where they are,

Education and Leisure Time

Our population is gaining in ed-
ucational level at' a. very rapid
pace. There are alveady 98% more
high school graduates in our adult
population than in 1940, or a total
now of over 46,000,000. Today ap-
proximately 7,000,000 of our peo-
ple have four years or more of
college education. - This is two-
and-a-third times as many as in
1940. Roughly as many more have
from one to three years in college.
Both the numbers and the propor-
tions. with higher education will
continue to increase. Our cultural,
as well as our material standard
of living is increasing. However,
our higher cultural levels create
new and more varied demands for
goods and services, There is a
definite community of interest be-
tween business and higher aes-
thetic culture. What is best for the
consumer is in the-long run best
for the farmer and for all business.

There’s far more leisure time
for both farm and factory work-
ers. In fact, our average workman
has over 1,000 hours more leisure
time per year than his grand-
father had.

Sherter working hours, more
and longer paid vacations, less
drudgery, and the increasing de-
centralization of factories and of-
fices to the suburbs and smaller
cities are greatly changing our
way of life. All this means more
travel, more varied demand and
more consumption of goods and
services from both farm and fac-
tory.

This rapidly increasing leisure

Continued on page 20

BLYTH & CO., INC.

September 17, 1957.

Dated Seplember 1, 1957

GOLDMAN, SACHS & CO.
SCHOELLKOPF, HUTTON & POMEROY, INC.
WHITE, WELD & CO.

This announcement is neither an offer to sell nor a snli:'iluli(:u, of an offer to buy any of these
Bonds. The offer is made only by the Prospectus.

$50,000,000

Niagara Mohawk Power Corporation
General Mortgage Bonds, 47s% Series due September 1, 1987

Interest payable Mareh' 1 and September 1 in New York City

Price 100.867% and Accrued Interest

Copies of the Prospectus may be oblained from only such of the under=
sisned as may legally offer these Bonds in. compliance with
the securities luws of the respective Stales.

MORGAN STANLEY & CO.
DREXEL & CO.

Due September 1, 1957

GLORE, FORGAN & CO.

KIDDER, PEABODY & CO.

SMITH, BARNEY & CO.
FRANCIS 1. duPONT & CO.
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Our

friend, Maurice Hart, of

good and reliable

New York Hanseatic Cors
poration, has again favored
us with a half-page adver-'
tisement for our Year-Book
Convention issue of the

“Chronicle.”

*William H. Gregory, III

#John M. Hudson

Ludwell A. Strader
*Edward J. Caughlin
«Clifford G, Remington

¢Edwin J. Markham

*E, E. Maguire

“Stanley Roggenburg

“Bernard J. Conlon

“Thomas Greenberg

“Henry C. Welch, Jr.

Lester J. Thorsen
George H. Angelos
“R. J. Powell
“J. Berges Reimer
#Joseph E, Smith
Richard J. Payne

“John N. Fuerbacher

*William Nelson, II

“Garnett O. Lee, Jr.
*E. E. Parsons
Clayton Lee

" “Mr. and Mrs.
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Gregory & Sons

Thayer, Baker & Co.
Strader & Company, Inc.
Edward J. Cauglilin & Co.

Woodcocl: Hess Moyer: &
Co., Inc.

Wertheim & Co.
Stroud and Co., Inc.
Roggenbury & Co.

P. F. Fox & Co., Iuc.

G. E. Unterbery, Towbin
& Co,

Lilley & Co,

Glore, Forgan & Co.
Charles W.
Poweil and Company, Iuc.
Berwyn T. Moore & Co.
Newburger & Co.

Wulter C. Gorey & Co.

Wualter, Woody &
Heimerdinger

Clark, Landstreet &
Kirkpatrick, Inc.
Scott, Horner & Co. -
Parsons & Co,, Inc.
United Securities. Co.

Scranton & Co,

New.York, N. Y.
Philadelphin, Pa.
Lynchburg, Va.
Philadelphia 2, Pa.

Philadelphia, Pa.
New York, N. Y.
Philadelphia, Pa:
New York, N. Y.
New York, N. Y,

New York, N. Y.
Philadelphia 9, Pa.
Chicago, 111

New Haven, Conn.

* Fayetteville, N. C.

Louisville 2, Ky.
Philadelphia, Pa.

San Francisco, Culif.

Cincinnati 2, Ohio

Nashville, Tenn.
Richmond, Va.
Cleveland, Ohio
Greenshoro, N. C.

changes the quality of water as to
make it unfit or  unsuitable for
further re-use, and when known
water treatment processes, short
of evaporation, are urable to re-
move the effect of its prior use,
not only is that volume of water
effectively consumed as regards
its potential re-usz, but, unless
confined in permanent storage, it
has the capacity to deteriorate the
quality of the diluting water into
which this industrially used water -
is discharged. The process water
used in the preparation of our
atomic fuels is one example of
this type of water usage and there
are many others.

However, it is not so much the
varied ways that water may be
used that set it apart from other
natural resources. Rather, it is the
unpredictable variations in the
quantity available from rain or
snowfall in any period of time
and in any locality. While no

Maurice Hal’t Aurea f. 115¢n B S - T i A

ALFRED F, TISCH, Chairman
National Advertising Committee
c/o Fitzgerald & Company
40 Wall Street, New York 5, N. Y.

BALTIMORE SECURITY TRADERS ASSOCIATION

The Baltimore Security Traders Association will hold their
Twenty-Third Annual Mid-Winter Dinner on Jan. 17, 1958, at the

Southern Hotel.

BEGISTRATIONS FOR 24TH ANNUAL CONVENTION OF NSTA
AT THE HOMESTEAD, HOT SPRINGS, VA. NOV. 3-6, 1957.

«John S, French
¢Justus C.-Martin, Jr.
“E. D, Muir
eGeorge J. Elder
#Paul I. Moreland
#*William G. 8impson
*William C. Elwell
Peter W. Brochu
¢Robert M. Topol
*Harry J. Wilson

Samuel F. Colwell
Martin J. Long

*Graham Walker
Barney Niemai

#Thompson M. Wakeley
F. Vincent Reilly

#John Latshaw

John F. McLaughlin
*D. M. Hawkins
«James A. Traviss
“Cecil W. McBride

«Allen L, Oliver, Jr,
*Otio J. Koch, Jr.
*Don W. Miller
*Churles E. Exley

*Johin W, Turner
¢Grant A. Feldman
Louis A. Gibbs
*B. I'. Kennedy
“Ernest R. Mulcock
“Walter L. Burns
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Legal anﬂ W}irl;able Devéﬁpmenl

Of Qur Critical Water Resources

By PROFESSOR ERNEST BOYCE*
Chairman, Department of Civil Engineering,
University of Michigan

Civil engineering head terms local water supply control an
anachronism, calls for workable and legally acceptable devel-

opment and best use of our

-critical water resources, and

castigates state and Federal governmental failure to finance

widespread collection of basic*data in this field. Professor

Boyce cites a Hoover Commission study to lend support to his

plea for creating agencies of sufficient scope to deal effectively

with this “matter of real public concern.”  Believes economic

necessity compels coordinating the varied interests of a river
basin-into a unified plan.

As the need for water utiliza-
tion develops to the point of com-
petitive demand, our best interests
will be served by the further
evaluation of
the functions
that this re-
source must
perform and
an extension
of the prin-
ciples. of law
that will es-
tablish the
orderly
procedures
necessary for
the highest
development
of this re-
source, con=
sistent with
society’s economic needs.

Ernest Boyce

When

" we tabulate the natural resources,

that man, with. science-directed
skill, has utilized to build the
toundations of the economy that
we know, we may classify these
resources in many ways—all of
them except water.

As a resource, water is a re-
quirement so bacie to man’~ avint_
ence that all other resources are
either dependent on its plentiful
supply or, in its absence, valueless
fgl"mall’s use and development.

Our lands, with their capacity
to produce our abundant food
supplies, cur forest and fiber
needs, and all the renewable re-
sources of organic growth, are
dependent for their productive-
ness on the timely availability of
this resource. The conversion of
our mineral resources into the
useful products of our manufac-
turing industry cannot be accom-
plished without the availability of
the necessary cduantities of process
water. :

Finally, we should note that
man, himself, as a living being,
requires the constant availability
of safe, palatable water for his
physical and domestic heeds. And,
through a knowledge of modern
sanitation, he has learned the

- health and comfort advantage and

*An address by Professor Boyce at the
Water Res~urce Conference, Ann Arbor,
Sept. 6, 1957.

necessity for the water-borne re-

moval of the- wastes of human:
-habitation. and: of -industry.

Economic- Necessity

While many of our natural re-
sources vanish. with use, most
water usages produce changes in
the position, quality, and/or quan-
tity of the water, depending on
how it is used. The multiple usage
of the resource, water, within one
hydrological - cycle, is frequently
an economic necessity. ;

: Water'power energy may be re--
£ covered from a change in position

of the water as it moves on its
way by gravity to some lower
clevation. This energy recovery
may not offer serious water usc
competition so long as other
energy sources are available, for
the water remains unchanged in
quantity and in quality. This is
nct a consumptive use of the
resource. .

However, many of the necessary
uses of water do produce changes
in either its quality or quantity. A
change in quantity is usually the
result of evaporation or transpira-
tion loss, as for example, in ir-
rigation, lawn watering, evapora-
tive cooling, and non-condensing
steam production. Water quality
changes are produced when the
use of the water causes it to pick
up and carry, in solution or sus-
pension, substances not previously
present. The water resource sig-
nificance of this change in quality
is to be found in the cost of the
renrocessing of the used water for
subsequent re-use, or in the pos-
sible limitation of the re-use
potential due to the fact that the
reprocessing procedures of water
purification, including sewage and
industrial waste treatment, do not
effect a 1009% removal of sub-
stances that may have been
added by its usage.

Consumption Use

With the increased demands for
the use of water in the many
manufacturing  and industrial
processes,'a new form of what
might be rerarded, for lack of a
better classification, as a con-
sumptive use of water, is emerg-
ing. When an industrial process so

natural resource has been more
amenable to man’s control than
water, no resource has so baffled
him with its cyclic variations of
flood and drought. As usage de-
mands approach or pass the avail-
ble water supply in periods: of

a
‘drought, a shocked public con-

cludes that the water resources
are failing and that something
must be done about it. Then, sud-
denly, the picture changes and
floods replace the shortages and

“ public interest ebbs.

Because the usage demand of
industry and the domestic water
supply of industrial areas con-
tinue with some degree of
uniformity through - seasons of
drought, it fellows that this de-
mand must be supplied from some
form of natural or constructed
storage, or a combination of the
two, so that waste flood waters
can he controlled to equalize the
source of supply.

Planned Measures

Because of the ever increasing
demands for water to supply the
needs of an expanding economy,
well planned expansions of ‘suit=-
able and economical water control
measures are becoming increas-
ingly important.

In certain of the arid sections of
the United States, where -the
availability of water controls land
use, water control development
has approached an economic limit
that is fixed by the increasing
cost of storage over a lengthening
period of time as more and morz
of the waters of the less fre-
quently occurring floods are im=
pounded for use.

While the situation in the more
humid regions of the United States
is, in ‘general, less critical, a fail-
ure on the part of those who plan
the expansion of certzin indus-
tries, with heavy water use de-
mands, to recognize the economic
significance of the cost of water
supply development to meet these,
demands, may easily create seri=-
ous local supply problems.

Legal Aspects .

The present interest in the legall
aspects. of water use and contro
stems, in part, from an awakening]
realization that the once ampld
water resources of the easter
states are in certain -areas nd
longer adequate, without furthe
development, to meet the maxi
mum use demands being placed
upon them. In mahy instances,
regulation of flow through. thg
construction of storage facilitie;
may be indicated. In other situa
tions, heavy water control expen
ditures might be avoided if som
legal restriction were to be im
posed on the development of cer
tain land areas for usages tha
will require unusual volumes o
water. In other words, many
our water shortage problems i
this section of the United State
are man-produced in that to|
often there has been a tacit ag
sumption that the existing wate

Continued on page 4
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Air Force Plans,

Programs,

And New Expenditure Conirol

By LT. GEN. CLARENCE S, IRVINE*
Deputy Chief of Staff for Material, United States Air Force

Top Air Force official states

‘new trend toward expenditure

centrol is, in itself, no cause for panic in the aircraft industry.”
In reviewing what has happened and what is happening now,
Gen. Irvine avers aircraft expenditure for present fiscal year will
be kept at 6% under the fast-climbing rate of the six months
preceding last July 1. Warns, however, there will be a “more
rigid review” of missile, electronic, and aircraft development
and procurement programs and, as. a result, keener competi-
tion for future contracts can be expected for major companies
as well as for small firms which sell parts and components.

Predicts spending will remain

at relatively stable $7 billion

level for next few years and that there will be fewer programs
and end items.

There are probably more Air
Force procurement programs con-
centrated in Soutnern California
than in any other similar geo-
graphic loca-
tion in the
- United - States.

More than
650 California
companies
have over
- 3,400 prime
contracts to
say nothing of.
local subcon-
tracts negoti-
ated by prime
contractors in
this and other
areas. As a
matter of fact, .
the face valu?
of the prime contracts exceeds
$10 billion, of which over $2.5
billion in end-items are yet to
be delivered. And, of course, ad-
ditional orders.are pending for
our FY ’58 program.

It is my understanding there is
some thought that the Air Force
may be considering changes in
its objectives for the Los Angeles
area. I want to clear the air of that
misconception right away. Rel-
atively speaking, you will be no
more affected by our actions to
control Air Force costs than any
other location. If it seems more,
it is because of the relatively
larger share of our business that
has come your way.

In order to make this clear, my
- purpose is to give a straightfor-
ward rundown of what our in-
mediate and long-range procure-
ment policies are, and why they
will follow a more austere pat-
tern. To do this, I first want to
outline the circumstances govern-
ing the Air Force plans and pro-
grams, with emphasis on ' the
- changing weapons scene, With this
background, I mean to detail the
cost of weapon systems versus
available funds, the impact on-
the aircraft industry as a whole,
and on California in partiular.

Lt. wen. C. D. trvine

Not "Aiding Business

In the national environment
which guides all of our long-
range planning, one basic require-
ment is paramount: The primary

. purpose of the Air Force is to de-

fend the United States and its
citizens. Every short-range step
that we take arid every long-
range ‘policy that we establish
must be within this frame of ref-
erence. Qur mission is not .to
- spread business around on a geo-
graphic basis. It is not to support
any segment of our industrial
complex or any portion of our
national population.

To accomplish our Air Force
mission, we have two concurrent
responsibilities: First to have a
strategic force-in-being which is
always ready to destroy the war-
making potential of an aggressor
nation, and, second, to have an
air-ground defense network which
is as penetration-proof as we can
make it. Further, if we are at-
tacked, we must be able to fulfill

these responsibilities with on-hand.

personnel and equipment—an Air
Force which is on the alert and
combat-ready. We cannot rely on
an industrial build-up after we
have been attacked.- We must be

strong enough to deter war if pos-

sible. If we are attacked, we must
be strong enough to win quickly,
so as to minimize the damage to
our homeland.

The second responsibility gov-

erning our actions is the impera-

tive requirement for us to main--
tain the necessary state of combat
' readiness
stable long-term program which.:

through 'a relatively

cur national economy can support

o indefinitely, if need be.
In previous years, we have re-.

quested funds from Congress,
based on our forecast of opera-
tional requirements. We adjusted
our program obligations, as neces-
sary, after the appropriation was
made by Congress. The material
was paid for, as it was accepted
and delivered. The expenditure
estimates contained in the Presi-
dent’s Budget, for a given fiscal
period, were not used as the pris
mary - control of deliveries—but
rather the urgency of the military
requirement and the rate of prog-

ress of engineering, were the real:

controls.

In the last fiscal year, 1957, the
great improvements in Air Force
procurement procedures that we
have been working on for the past

" several years, began to show their

effect in earlier deliveries. In
addition, the sharply reduced en-
gineering and production lead
times, resulting from improved
management by the Air Force-
Industry project teams further
tended to improve and solidify
contractor and Air Force esti-
mates of hardware deliveries.

This combination ‘of ‘increased -

efficiency. in both :industry and
the Air Force resulted in rates of
delivery of hardware, and there-
fore rates of expendituie of pub-
lic funds that were greater, par-
ticularly in the last six months of
fiscal year 1957, than previous ex-
perience had indicated.

Right here, I want to emphasize
that we in the Air Force feel most
strongly that the great majority
of our contractors have performed
in an outstanding manner. They
have carried out their obligations
to the Air Force and to the tax-
payers of this country in a man-
ner which fully justifies the great
American tradition of f{ree enter-
prise.

No Cause for Panic

Let me say here and now that
the new trend toward expenditure
control is, in itself, no cause for
panic in the aircraft industry.
True enodugh, it is a significant
factor. But it has been publicized
all out of proportion to its real
effect. As a matter of fact, I
seriously doubt that its impact is
as far-reaching as is the iwpact
of the changing weapon system
concepts, or 'the quality of com-
pany management,

To emphasize this point,; let me

briefly review what has happened
in recent years, what is happening
now, and what will probably hap-
pen on the ever-changing weapon
scerne.

If we had been forced into an
all-out war ten years ago, we
would have fought it with piston-
engine bombers—Ileft-over B-1T7s,
B-29s, and whatever B-36’s were
on hand. We would have had a
few jet fighters, and some of them
would “have been equipped with
rockets.

In that year, we were planning
ahead for a future Air I'orce of
jet engined bombers, pilotless air-
craft, air breaching and ballistic
missites, the hydrogen bomb, and
supersonic jet fighters,

If we had to fight a war today,
it would stitl be fought, primarily,
with manned air wvehicles., The
aifferences are tnal now they are
jet powered, they are much faster
and they pack far more punch
per aircraft. Additionally, they are
much ‘more automatic, unlimited
by weather — advanced guidance
systems, tracking devices, fire
control equipment, and superior
communications, :

Ten years from now, this pat-
tern should be drastically altered.
If we have to fight an all-out war
in 1967, we should have adequate
quantities of ballistic and  air-
breathing missiles which will ef-
fectively complement our manned
bomber force and our manned
fighter-interceptors.

Further, these will be faster,
higher-flying and more lethal than
anything we now have: manned
aircraft in standard categories,
with' speeds exceeding Mach. 3,
and development aircraft reaching
toward Mach. 10. Our missiles,
{lying at over 300 miles at hyper-
sonic speeds; will be greatly sim-
plified and reduced in size, cost,
and ground support requirements,

In looking at the past decade,
and the one just ahead, we' can
make two broad observations.
First, during the 1947-1957 period,
we suffered the peaks and valleys
of ‘budget variations,

not conducive to sound, long-range
planning - for technical advance-
ment of our weapon systems.

Yet the aviation industry not
only survived—it prospered. Now
the Air Force is planning its force
structure, and the solution of the
military mission,
ahead.. With this future relatively
stable outlook it would' seem that
the industry could adjust itself to
coming technological changes as
well as it did to the past dollar
fluctuations.

Different Aircraft

The second observation com-
pares the past outlook with future
probabilities. This is the crux of
the problems facing you— the
known and the expected air vehi-
cles of the upcoming period will
be extremely different from those
produced and developed in the
past.” Airframes will be consider-
ably smaller; their configuration
will differ radically from pervious
manned aircraft types; their fab-
rication will be from recently de-
veloped and tested types of ad-
vanced material; and electronic
components will become an even
more essential part of the com-
pleted weapon systems.

Of major importance is the im-
pact of these new systems on dol-
lars in our planning for a relatively
stable level of expenditures for
hardware procurement. For one
thing, as these forward looking
systems progress from research
and design through development

Certainly -
this unstable money period was:

fifteen years’

tion problems in a more efficient
manner,

Balancing these conditions with
the established fund ceilings, the
Air Force is finding it necessary
to observe a number of very prac-
tical safeguards. As some of you
know, our senior commanders, to-
gether with the Air Staff, work
out a system of mission priorities
and mission solutions, Our de-
velcpment and  production pro-
grams are established on this basis.

While this practice is not new,
it is currently receiving added
emphasis and requiring absolute
adherence to the established pol-
icies. For-one thing, we are mak-
ing a much more rigid review of
all development projects, with a
view toward retaining only those
which show distinct promise for
significant operational advantages.
Small improvements or low pri-

‘crity projects will have to fall by

the wayside.

We' are taking a similar ap-
proach in regard to our produc-
tion programs. I assure you that
we do not like to terminate or re-
duce our programs. But we have
to be practical, objective, and
coldly realistic. When world cir-
cumstances, our own national pol-
icies, or a scientific breakthrough
require us to reappraise our pri-
orities, we will make just such a
reappraisal--and alter our course
accordingly.

Some Cancellation

In accordance with the fore-
going guidelines, we may have to
cancel one of two programs, which
solve the same mission require-
ment, when a priority is low, or
costs are very high, Streichouts
are also based on relative priori-
ties, coupled with the opportunity
of incorporating improvements
during production instead of hav-
ing to tie.up aircraft or missiles

. assigned ‘to our operational units:

{for many months in expensive
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modification programs. The mod-
ified programs may result in 10 to
50% reductions in the very com-
bat potential they were purchased
to enhance.

Let- me emphasize this point:
Our philosophy here is not a result
of uncertainty and bad manage-
ment; we modify our plans solely
to improve our defense capabili-
ties. To follow a different course
of action could result in a lower
degree of national security—at a
time when national survival de-
pends on an Air Force superior
to the competition.

Now—if I stopped at this point,
you could deduce a number of im-
portant effects of our future plans
on the aircraft industry. Probably
most of your deductions would be
correct. But I don’t want to leave
these subjects to your imagination
for the simple reason that we can
pool our management’ resources
and work together best in an at-
mosphere where all know circum-
stances are brought into the open
—and are fully understood. Sa
let’s consider the specific impact
of dollar availability and mission
solutions on the primary and sup-
porting aireraft industries.

First, many major companies,
and their subcontractors, will ex-
perience slowdowns, stretch-outs,
or downright cancellation of their
programs—for the reasons I men-
tioned a moment ago. But, mind
you, these are not-company proj-
ects and programs to the Air
Force and the taxpayers.

In other words, we will not alter
or terminate a Douglas contract,
a Convair project, or a North
American program, as such. Our
actions will affect a specific weap-
on system program, regardless of
company or geographic location.
It is the mission solution we are
concerned with—not who is mak=-
ing it, or where it is being made,

As a case in point, we did not

v Continued on page 34
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and into production, we have been .

inclined to expect and accept a
sharp rise in cost.

This factor is compounded by
the fact that their increased capa-
bility will result in a considerable
increase in price per item unless
improved management. practices
evolve to accomplish the sharply
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Investment Policy and Inflatien

By HAROLD

B. DORSEY*

Argus Research Corporation, New York City

Investment economist challenges the prevalent argument that
persistent inflation is_inevitable, maintaining that current
administered wages and prices, and modern position of big
labor, big business and government have not overcome the
basic economic fact that rising prices curb demand and enccur-
age supply. Notes acute weakness in price of metals as showing
stocks of natural resource companies do not function as hedge
against inflation—which conclusion also applies to railroads,
airlines, building materials, textiles, home appliances, and
paper. Concludes positive investment program must allovy for
continuing business cycles, implying a balanced portfolio to
include good quality fixed income and defensive equity issues.

The investment manager cannot
get very far today in formumtgng
his decisions on tomorrow’s in-
vestments without colliding -with
the question
which is be-
ing debated 50
vigorously
these days in
economic, po-
litical and
business cir-
cles, Has a
new inflation
virus been de-
veloped that is
immune to the
corrective
forces which
restrained in-
flation in ear-
lier periods of
expansion, It may be of interest
to show how the problem looks to
the investment manager as he is
forced to cope with the intensely
practical aspects of the inflation
facts and theories in the process
of developing his investment poli-
cies.

riarold B. Dorsey

Opposing Schools of Thought

The somewhat violent behavior
of the stock mjarket in. the* past
month or so ‘has exposed two
well-defined, opposing, schools of
thought among investment mana-
gers. As in other circles that are
debating about the inevitability
of inflation, there is a widespread
belief that modern conditions have
nullified some of the economic
principles that have been consid-
ered as basic. It is argued that the
laws of supply and demand have
been displaced to a significant de-
gree as primary determinants of
wage rates and prices by the
strength of the modern position of
labor and of business. This par-
ticular school of thought further
argues that the modern concept
of -politics requires a benevolent
government to pursue policies that
negate the corrective effects of
heretofore natural economic forces.
Prices and wage rates are sup-
posed to be “administered” under
the new modern rules.

All too briefly, these are the
thoughts underlying the wide-
spread opinion that persistent in-
flation is inevitable. And I believe
that most investment managers
will agree that many investors
are holding common stocks today
on the strength of that opinion.
If the answer to the question about
inflation is that simple, then the
answer to the question of broad
investment policies should also—
at least in theory—be fairly sim-
ple: buy equities and avoid fixed
income securities; borrow and
spend; don’t save and don’t lend.

An Invalid Argument

However, the backbone of the
argument for persistent inflation
presumes that wages and prices
will rise in appropriate propor-
tions, so that the various segments
of the economy will maintain a
reasonably normal relationship. It
is at this very point that the argu-
ment for persisi€a. . o P
gins to disintegrate—at least from
the viewpoint of the investment

“An address by Mr. Dorsey before the

American Sta’istical As=<-~iation, Atlantic
City, N. J., Sept. 10, 1957.

analyst. In his daily operations he
is made more and more aware of
the fact that serious distortions
are developing in certain signif-
icant wage-price relationships, or
in the relationship of certain
prices to other prices, or between
the income of one segment of the
economy in comparison with
another, He encounters repeated
exceptions to the theory that
equities are a satisfactory hedge
against inflation. In fact, recently
he has bheen seeing so many
practical violations of the theories
that are supposed to support the
persistent inflation idea that those
cheories -are beginning to lose
adherents.

For example, the ownership of
natural resources is supposed to
be a good hedge against inflation.
In the past several months, the
prices. of copper, lead and zinc
have had sharp declines and so
have the earnings and the stock
prices of the producers of these
metals. The wage-price spiral idea
isn’t working; the old-fashioned
laws of supply and demand are
working; higher wages are not
being offset by higher, prices.

It has been argued that the de-
cline in residential- construction
was the result of tight credit, but
the pressure of higher wages and
other costs upon the prices of new
houses must have had some ad-
verse effect uponactivity in this in-
dustry. At any rate, for many pro-
ducers. of building materials the
lower volume and higher costs are
ausing lower earnings—even in
some instances where product
prices were increased. There is
nothing very inflationary in this
sequence of events for the stock-
holders of such companies.

Railroads on the Short End

Lt 1s quite obvious that the rail-
roads are coming out on the short
end of the wage-price spiral..Rev-
snues in the first half of the year
wvere about unchanged from a
_sear earlier, but earnings were
lown about 15% as the net result
of higher costs not completely off-
set by higher freight rates. Fur-
.nermore, 1t seems certain that
one effect of the lower earnings
for the railroads will be down-
ward trend in the rate of capital
:xpenditures by these companies.
50 far as the railroad industry is
:oncerned, the persistent inflation
dea is not working out well either
‘or the stockholders or for the
:conomy as a‘whole.

Similarly, the investment ana-
yst is finding it very difficult to
see where inflation is working out
to the benefit of the stockholders
£ the textile companies, or to ihe
benefit of the companies produc-
ing many different types of home
furnishings and appliances, or for
several lines of paper, or for the
airline industry. Even in some
significant lines of the much-
worshipped growth chemical in-
dustry, it is evident that it has not
been possible to raise prices to
offset higher costs.

Indeed, it is quite clear to the
investment analyst that some of
the foregoing industries are now
suffering from an old-fashioned
over-expansion. This makes him
wonder whether we may not be
much further along in the infla-
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tion cycle than many people sus-
pect. He recognizes, of course,
tnat the record high level of busi-
ness capital expenditures has been
stimulating business activity, as it
has usually performed in the late
phases of earlier expansion peri-
ods. But he also knows that in the
month of July the prices of various
types of producers’ machinery and
equipment were showing year-to-
year gains of 6% to 8%. These are
sharp increases and there must be
some point where this price factor
will deter business executives
from investing stockholders’ money
in new plant and equipment.
Higher prices in these lines nat-
urally enlarge the capital invest-
ments, and similarly enlarge the
financing problem and interest
and depreciation charges.
Illustrating the point that I have
in mind, an executive of a prom-
inent chemical company recently
pointed out to one of my statf
specialists that there had been a
rule-of-thumb that his company
could expect to obtain a dollar of
sales for each dollar invested in
plant and equipment. However,
due to the increase in the cost of
new plant and equipment, and due
to the fact that it was no longer
possible to raise the prices of the
products produced, the company
was no longer able to maintain the
dollar-for-dollar sales-investment
ratio. Furthermore, with higher
costs curbing profit margins, the
rate of return on the new capital
investment” was decreasing. He
stated that his company would

not have undertaken a certain $20-.

million investment in new plant
and equipment, if he had been
able to anticipate that competition
was going to be as sharp as it
turned out to be.

Curbed Demand and Enlarged
Supply

As the investment analyst ob-
serves at first hand some of these
very practical effects of. uneven
price changes, it occurs to him
that .most. of the. current heated
discussions about the inevitability
of ‘inflation do not spotlight the
age-old fact that a natural func-
tion of rising prices is to curb
demand and to encourage supply.
If many of the dollar measure-
ments of sales are adjusted for
higher prices, it can be seen that
the rising trend of unit consump-
tion is flattening out. If we adjust
personal consumption expendi-
tures for the second quarter of this
year for the increase in the con-
sumers’ price index, we find no
gain over the first quarter. On a
similar basis, personal consump-
tion expenditures for the first half
of 1957 showed a  year-to-year
gain of only 1.1%. Figures such
as these suggest quite strongly that
the economic function of price is
becoming cffective in so far as
rising prices recently seem to have
been preventing growth in unit
consumptlion of goods and services
commensurate with population
growth and with long term growth
in the standard of living.

On a per capita basis, unit con-
sumption of goods and services in
the latest quarterly period was
tending downward. That condition
is not surprising because the ris-
ing trend for the purchasing power
of per capita disposable income has
been flattening out. In fact, second
quarter per capita disposable in-
come, adjusted for price changes,
was slightly lower than a year
garlier.

Throughout the past year or so
the investment analyst has en-
countered a great many instances
where various combinations of the
foregoing supply - demand - price

concitions appear to be clean-cut

demonstrations of orthodox eco-
non.ic priciples that are at least as
old as Adam Smith’s “Wealth of

Nations.” Even though these facts

are out of tune with the modern

ecoriomic theory that persistent
inflation is inevitable, they are,

the investment analyst must base
his judgments. .

The continuing upward tread in
the consumers’ price index and the
wholesale price index may justify
calling this a period of inflation,
but the investment analyst has
only an academic interest in tue
title of the phenomenon when he
notices that the earnings of nu-
merous companies are deflating
and not inflating, and that the
adverse effeet of higher prices
upon unit consumption is threaten-
ing the earnings of many others.
He wonders how long the wage-
price spiral can continue to be in-
{lationary in fact, if the net result
is to be a decrease in real purchas-
ing power of per capita earnings.

Is This Inflation Different?

It is-against the background of

the foregoing facts that tae in-
vestment analyst must answer for
himself whether we really have a
new inflation virus teat is im-
mune to the corrective forces
which prevented perpetual infla-
tion in our earlier periods of ex-
pansion. As you may have judged,
it happens to be my view that the
current inflationary condition is
not a new, mysterious, economic
malady for which there is no cure.
The detailed work that is being
done by my staff of investment
. research specialists suggests very
strongly that administered wages
and prices, and the modern posi-
tion of big labor, big business, and
big government, have not been
ible to overcome the simple and
basic economic fact that rising
prices tend to curb demand and
encourage supply.

Hence, the investment policies
that I would prescribe will not go
along with the pattern of 'per-
sistent inflation, with its extreme
emphasis on equities, and preter-
ably, on equities that represent
basic natural resourcés. In fact,
the pattern that I envisage for
business, and the investment pro-
gram that seems most logical to
me, are both down-right old-
fashioned, insofar as they incluce
the suspicion that we are going to
continue to have business cycles.

Perhaps that is why I currently
observe that several factors are
now ari~ing to discourage the un-
usually high rate of capital expen-
ditures for new plant and equip-
ment, which expenditures have
been a significant stimulant for
business activity. Furthermore,
certain other forces are rising to
cast some doubt upon thecontinua-
tion of the recent high level of ex-
ports. In addition, I notice that
some of the ¢stimates from Wash-
ington suggest  that the annual
“rate of defense expenditures may
show a decrease of $6 billion
(about 14%) between the second
quarter of this year and the first
quarter of next year. Increases in
the expenditures of state and local
governments and in personal con-
sumption expenditures for goods
and services may provide some
offsets to the foregoing negative
possibilities, but the prospects on
balance would not seem to be con-
ducive to an atmosphere of in-
flation.

Our Low Liquidity

Meanwhile, interest rates at the
highest level in over twenty years
are telling us that the economy’s
financial liquidity is at its lowest
level in that long pcriod of time.
The ratio of money supply to the
economy’s need for money (as
measured by Gross National Prod-
uct) is the lowest in over twenty-
five years. The vclocity with
which this mone¢y supply is being
used has already reached his-
terieally high levels. The statistics
of the postwar period demonstrate
quite clearly that a substantial
proportion of the business activity
that we have seen has been the
result of converting a large open-
ing inventory of liquid assets into
a large current inventory of fixed

nevertheless, the facts upon which assets.

. be

On the basis of all of these
facts, if -you were an investment
manager;’you probably would not
get very enthusiastic about re-
commending that your clients
should buy the common stocks of
numerous companies whose unit
sales are getting hurt by the high
price factor, or whose profit mar-
gins are getting squeezed by the
fact that competition will not allow
priceincreasesthat would offset cost
increases. And you would not get
very worked up about recom-
mending the purchase of some. of
the so-called growth stocks at high
price-earnings ratios when the
earnings growth has visibly
flattened out, with numerous in-
stances of old-fashioned over-ex-
pansion. Furthermore, you would
not feel entirely complacent when
you npticed that youe analysts are
pointing out to you wita increas—
ing frequency the deterioration
that has heen taking place in the
financial position of numerous
companies in recent years. None of
these conditions would make you
feel very inflation-minded, if you
were an investment manager di-
recting the work of a staff of in-
vestment analysts who are ap-
praising the detailed operations of
the current inflation theories.

However, the responsibilities of
ll}c ‘investment manager are not
discharged when he expresses dis-
agreement with the theories and
investment programs oi those who
believe that inflation without im-
portant interruption is inevitable.
His primary function is to keep
investment capital employed.

An Affirmative Investment
Program -

Doubt about the persistence of
inflation does not necessarvily
justify the prediction of deflation.
v is the feeling of my organiza-
tion that this is one of those times
when  the investment manager
should think in terms of carrying
a balanced investment portfolio,
that is, balanced between good
quality lixed income securities
and equities. and, in the latter
category, a diversification among
the good quality stocks in the de-
fensive, as well as dynamic, in-
custries. In fact, until there is
more assurance that the inflation-
ary psychology of the last five
vears is not going to flop over to
the deflationary side, we would
inclined to look with more
favor on the defensive issues, It is
our view that the bond market is
in the process of making a signifi-
cant bear market bottom. We
would he inclined to examine
speculative risks very carefully
before making new commitments.

We do not anticipate anything
like the 1929-1932 affair. Rather,
the prospects suggest to us a less
dynamic business atmosphere —
and less dynamic business statis-
tics—than we have become accus-
tomed to in the past five years or
so. We envisage a period- which,
in retrospect, will be looked upon
as .a much-needed area- of con-
solidation. andidigestion that
should prepare‘a sounder base for
the ultimate resumption. of the
eccnomy’s growth, but a period
during which some companies and
industries ‘will do . poorly while
others are doing reasonably well.

[llinois Mid Continent Inv.

CHICAGO, IH, — The Illinois
Mid Continent Investment Co. has
been formed with offices at 676
St. Clair Street to corduct a se-

curities ' business. Officers are
Albert Clutter, President; Virgil
Griffin, Vice-President; Herbert
Johnscn, Secretary; Josenh Bell,
Treasurer; and Irving Campbell,
Assistant Secretary. '
Also associated with the firm
are Jack Paulk, Robert Branch,
Charles H. Bruce, William I..
Sawyer, Byron C. Veris. Herman
J. Villiger, Ernest P. Webb, and

Roger M. Wittenburg, Jr.
pitized for FRASER *
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From Washington

Ahead of the News

By CARLISLE BARGERON

Of all the important subjects in
the world which a correspondent
can discuss to advance the com-
monweal and in the interest of a'
greater under-
standing on
the part of the
people, I have
particularly
avoided that
of integration
or desegration.
It is not that
I couldn’t add
a lot of infor-
mation to the
confused
thinking of
the times be-
cause I do
know the
principals- in
what is a great political game and
what their motives are. But I have
decided that perhaps it is the bet-
ter part of valor to write about
something else,

And even now I make no effort
to go inte the merits of gregation,
either desegration or integration.
But in the tremendous propaganda
that has flowed around the Ar-
Kansas situation there is an in-
teresting observation.: The issue
down there, it seems to me, is not
whether Negroes should be per-
mitled to attend white schools hut
whether & Federal judge or the
governor cf the State is the more
powerful man,

The Eastern editors with a sin-
gle accord and the President have
decided that the Federal judge is
the law of the State. This in the
face of the President’s recent nlen
to the State governors to assume
more responsibility, to return
their States to the sovereignity
which they originally enjoyed un--
der the constitution but which
they got away from under the be-
nign reign of Roosevelt the Great.
The Kkowtowing to the Federal
Government which the State gov-
ernors got- into through grabbins
at the Federal food trough is bad;
Mr. Eisenhower believes, ‘and. so
does most ‘every other student of
government.

. Well sir, as if responding to Mr.
Eisenhower’s' plea, the Governor’
of Arkansas has acted in a matter
affecting his state. A Federal
judge has stepped in with an in-
Jjunction directing the Governor to
appear before him and explain
why he should do- this. Immedi-

Carlisle Bargeron

ately there is a howl from the '

Eastern press claiming that this
Federal judge is the law of the
land. When he says something
you've got fo abide by -it. Of
course, you can appeal the judge’s
decision, but if we are to maintain
the magistracy of the courts in
our land, you've got to do what
this judge  says, even the Gov-
ernor of a:state onr presumably the
Supreme-Court of the state.

Without posing’ as a constitu-
tional or a legal authority, it is
interesting in connection with this
posture to know something ahout
Federal judges and where they
come from. I have a wholesome
respect for them: I have a whole-
some respect even for the fellows
who in -all their judicial endow-
ment can szy “$50 or 30 days in
jail.” :

I also have a healthy respect for
the Governers of our states, Even
In our smaller states they are
housed in what is known as the
Governor’s mansion and they are
accompanied by gun toting state
troopers when they go a-visiting.

The judge in Arkansas, the Fed-
eral judge, who says the Goveruor
of that State must do what he says
happers to be a visiting judge. He
hails from the State of North Da-
kota. . How ¢id he attain the em-
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inent power which he now pro-
fesses? Mainly, he was a friend
of that great statesman, Senator
Langer. He was a hard working
North Dakota lawyer, schooled in
the hurly burly of North Dakota’s
weird Non-Partisan League pol-
itics.

I am not suggesting for one mo-
ment that he isn’t as clean as a

hound’s tooth, but the Non-Par-

tisan League of North Dakota and
Senator Langer—neither is likely

to ascend into Heaven in a spiral
of smoke like Elijah. Both the
league and the Senator are very
definitely schooled in the practi-
calities of life. It is a little diffi-
cult for me to understand how a
man who played ball with this
machine and with Senator Langer
should suddenly become the “law
of the land,” or the law of Arkan-
sas. Make no mistake about this,
the judge got his job through the
ministrations of Senator Langer.
There has long heen a serious
question among his Senate col-
leagues whether Langer should be
one of them.

Federal judges all, of course,
owe their offices- to Senators.
There have been instances
throughout our history where
Senators just went out and picked
an outstanding man of their State
to be nominated for the bench.

Today, more than ever before in history, oil is a vital

commodity of [reedom. And the tanker that carrics oil

is truly a citadel of freedom.

Above, you sce such'a vessel . .

Cities Service tankers

. onc of several hew

incorporating the latest in de-

sign, efliciency and speed. And Cities Service is build-

ing still newer tankers to keep not abreast, but ahead

of the constantly growing demand for these magnificent

work horses of the petroleum industry.

These ships are designed to carry oil to ports all over

the world. Designed to transport twice the oil of former

tankers . . . with cach one capable of carrying cnough

fucl oil to heat 15,500 homes for a year! And, designed

 CITIES ) SERVICE

They just thought such an eminent
man should be a judge. But more
likely when a man ‘is nominated
for a Federal judgeship by a
United States Senator, that man
has been a political man Friday of
the Senator’s. To accent them as

the “law of the land” whose rul-
ings should not be questioned by -

a governor is a little hard to take.
A lot of these appointees have
been my personal friends. I know
the strings they have pulled with
Senators to .get.their jobhs. At the
time they didn’t consider them-
selves anointed.” They were good
and able men—but mostly con-
cerned about the security which
the judgeships offered.

¢

FREEDOM
IN ITS HOLD
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Reynolds Adds to Staff

(Special to THE FINANCIAL CHRONICLE)
SAN FRANCISCO, Calif.—Pier-
gustavo Gemma has been added to
the staff of Reynolds & Co., 425
Montgomery Street.

With Scott, Bancroft

(Special to THe FINANCIAL CHRONICLE)
SAN FRANCISCO, Calif—
James B. Bullock is with Scott,
Bancroft & Co., 235 Montgomery
Street. ’

With Gordon Graves
(Special to Tae FINANCIAL CURONICLE)
MIAMI, Fla.—Frank S. Venezia
is now connected with Gordon
Graves & Co., Inc., Pan American
Bank Building.

to Joad, travel and unload at amazing speeds, too. For

today, it is clear that specd of delivery can-be as-im-

portant as the oil cargo itself.

But, before this mighty fleet can travel atall, its cargo

of oil must be found and produced. Thus, in the arctic

tundra, in deserts, bayous, offshore waters, and oil fer-

tile valleys throughout the world, Cities Service is now

pushing forward the greatest oil scarch in its history . ...

slanning to find more oil in the next few vears than in
] g )

its entire history of ncarly a half-century!

Finding and delivering more -oil is part o a giant

expansion program w hich will enable Cities Service to

continue contributing toward a better world for all.
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The Analyst's Views on
Utility Common Stocks

By BASIL B. ELMER, JR.*
Assistant Vice-President, The First Boston Corporation

Boston analyst declares the only way to stop the trend away
from utility commons is by providing similar appreciation
potential which private investors and institutions find else-
where. How to do this, Mr. Elmer indicates, depends upon
utilities commissioners, particularly if a significant reinvest-
ment of retained earnings at an adequate rate of return can be
accommodated. Ascribes shift from safety and income offered
by utility stocks toward the appreciation prospects garnered
in industrials to: (1) restored investors’ confidence in stock
market; (2) definite tax advantage of capital gains over
income; (3) threat of continued inflation; and (4) inroads
made by tax-exempt municipals and revenue bonds. Comments
on shift by institutions into capital gain type of investment.

A little-discussed change has
gradually been occurring, a
change that is vitally significant
to the utility industry’s future
and therefore ;
to fregulators
of that indus-
try. A change
the import-
ance of which
is too fre-
qguently un-'
dereéstimated
by utility
companies
and regula-
tory commis-
sions alike.

Fundament-
allyy: this
change is sim-
ple, but it is X
at the same time quite subtle.
Here it is. The individual inves-
tor, who once was the backbone
supplier of new common stock
capital to the utility industry, has
gradually bhecome less and less a
factor in the utility common stock
market, while institutions have
become a more and more signifi-
cant factor That this statement js
factual is borne out by a survey

Basil B. Elmer, Jr.

made recently by the Chairman’

of the Public Utilities Committee
of The Investment Bankers Asso-
piation, in which details regard-
ing stockholder lists were re-
guested and received from a large
number of electric and gas com-
panies. The results of the survey
showed a definite over-all trend
towa_rd decreased individual own-
ership and increased ownership
by institutions.

Think about this for a moment.
- P_’erhaps you are wondering
“What difference does it make il
the interest on the part of indi-
vidual investors decreases as long
as it is supplanted with institu=
tional interest?” The answer to
this question is not readily ap-
parent until the objectives that
motivate individuals {o purchase
utility stocks and the reasons for
their declining interest in utili-
ties are considered.

Investors’ Objectives

. There are three general objec-
tives that through the years have
motivated people to buy utilities:
(1) Safety; (2) Income; and (3)
Meoderate appreciation. It is, of
course, the goal of most people
to achiceve all three, but in the
vast majority of cases, the size of
the utility portion of the com-
mcn  stock” portfolio is directly
depepdent on the emphasis that
the investor places on the {irst
two. objectives, safety and in-
come. If his principal goals are
safety and income, his utility po-
4s_mon will be large. If apprecia-
t1qn_ is. his principal goal, his
utility position will be consider-
gbly smaller and his position in
industrial stocks, which are gen-
erally considered to offer better

*From address by Mr. Elmer before
the Second Annual Convention of the
Great .Lakes Conference of Railroad and
Utilities Commissioners, White Sulphur
Springs, West Virginia, Sept. 11, 1937.
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appreciation prospects, will e

proportionately larger.

Long Term Shifts

Closely connected with these
three motivating objcctives are
the reasons why individuals are
becoming apathetic toward utility
commons, There are four of them,
the first three of which have to
do with a long term shift in in-
vestor emphasis from safely and
income to appreciation, and ac-
cordingly with a shift in his in-
vestments from utility comimon
stocks to industrial common
stocks.

(1) Restoration of Investor Con-
fidence. The market crash of 1929
with its disastrous resulis 'was not
quickly forgotten by the millions
of investors, large and small, who
went through it. Fear and the de-
cire for maximum safety replaced
the wild speculative urge of the
late twenties. Initially, this de-
sire was met almost entirely
through the retention of cash in
the home or in savings banks and
through the purchase of life in-
surance.  As time went on and
some confidence in the stock
market returned, the stability of
the utility industry and the rela-
tive safety of ulility common
stocks, together with the generous
income they offered, appealed to
these still safety-conscious in-
vestors. More time passed. A new
gencration of investors arrived on
the scene. A bull market of un-
precedented length was experi-
enced. Today, the emphasis on
salety has been materially les-
sened and the individual's ap-

petite {for appreciation has again’

heen whetted. The gradual res-
toration of investor confidence,
and the resulting decreased em-
phasis on safety and increased
emphasis on appreciation, consti-
tute one factor that has caused
apathy toward utility stocks.

(2) Tax Advantage of Capital
Gains Over Ordinary Income, As
a result of the present high in-
come fax rates, ordinary income
has lost most of its appeal, par-
ticularly for the wealthier people
who can afford to invest substan-
tially in common stocks. The very
great advantage taxwise of capital
gains, where the maximum  tax
rate is 25%, over ordinary in-
come, where in extreme cases it
reaches 91%, has forced the pri-
vale investor to deemphasize in-
come as an investment objective
in favor ‘'of appreciation. Qur high
tax’ rates and the tax advantage
of capital. gains have caused
apathy toward utility stocks.

(3) Continuing Inflation. For a
good many years investors have
experienced the effects of infla-
tion., The purchasing power of
the dollar has depreciated stead-
ily and alarmingly, and the tide
has not yet been turned. It is not
surprising that many people are
attempting to protect themselves
against this threat by buying
stocks, that can be expected to

- investment objective.
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appreciate sufficiently to at least
offset the attrition of inflation.
Again the accent is shifted from
safety and income to appreciation.
Inflation has caused apathy to-
ward utility stocks.

Competition on Income Objective

(4) Competition from Municipal
Bonds. Despite the three foregoing
reasons for a shift in investment
objectives towards appreciation,
namely restored confidence, the
definite tax advantage of capital
gains over income, and the threat
of continued inflation, there are a
good many investors who still
place income as their primary
But even
heie inroads are being made, this
time by tax-exempt municipal
and revenue bonds, which cur-
rently offer very much greater

after-tax income because ol their

exemption from income taxes,
and alsc because of their prescnt
depressed price level and conse-
quent high yields. For individ-
uals in the 43% to 75% tax
brackets, that is with taxable in-
comes of from $12,000 to $50,000
to realize the same net income
from a utility stock as is available
today from tax-exempt bonds, the
utility stock would have to have
a before-tax yield ol from ap-
proximately 7% to 16%. Compe-
tition {rom tax-exempt bonds has
caused- apathy toward utility
stocks.

Institutions Also Shifting

Now back to the question *Why
worry about the declining inter-
est on the part of private inves-
tors as long as it is replaced by
institutional interest?” Simply
because each of the factors that
have been pushing private inves-
tors out of utility common stocks
is also apnlicable to most insti-
tutional investors and assuredly
is exerting pressure on them in

institutions, the trend away from
safety and income toward appre-
ciotion has been glower in form-
ing, it's true. Why? For one
thing, manv of them such as
banks, insurance companies, pen-

ing . other people’s money and
consequently tend to be more
conservative and more reluctant
to make the switeh than private
investors. For another, many in-
stitutions, either because ol their
conservausm or bhecause of for-
mer restrictive legislation on the
purchase of equity securities, did
not become large buyers of com-
mon stocks until recent vears. But
many of these institutions are
now fully- experienced and sea-
soned in handling common stock
portfolios. - Already a numbeyr of
them have put an increasing em-
phasis on the capital 'gains type
of investment, and it seems en-
tirely reasonable that this trend
will continue over the long.term.
To whatever ‘extent that it does
not continue, to whatever extent
that institutions continue to em-
phasize safety and income, it
must -be remembered that today
there are considerably more in-
vestment vehicles' that are at-
tractive from the point of view
of safety and income than there
were a few years ago. The.recent
high yields on corporate bonds
have resulted in purchases by
some institutions who have not
been in the corporate bond mar-
ket “for years. Mortgage loans,
stimulated by.the housing boom,
industrial loans stimulated by ex-
pansion, nd lease backs, to say
nothing of tax-exempt bonds, are
all attractive to the buyer of safe-
ty- and income and are giving
utility common stocks stiff com-
petition.

Life Insurance Companies
I should like to wave a red flag.
In the “1956 Record of Life In-
surance Investments,” the com-
mon stock holdings of 49 United
States legal reserve life insurance
companies are given as of the end

tof each year. For the years!1950

through 1955 the utility common
stcek holdings of these 49 com-
nanies showed a minimum annual
net gain of $18 million, which oc-
curred in 1953, and a maximum
gain of $51 millien, which oc-

curred in 1954. The gain in 1955.

was $41 million. In 1956, how-
ever, the gain was less than $3
miilion, not even 1/6th of the
minimum annual het gain in the
last six years. Is the same trend
that is taking place in the case
of individuals away from safety
and income, away from utility
coramon stocks, now materializing
in the case of institutions? I don't
know, but it's worth thinking
about. '

It seems to me that there are
only two possible ways that this
problem will be solved. If the
long-term attitude of investors
should turn from one of confi-
dence to one of fear or panie, and
il pist experience can be relied
upon, investors would again em-
phasize safety, and eventually in-
come, rather than appreciation.
In due course, as confidence re-
turned, utilities would again mect
the requirements - of investors,
and the problem would perhaps
cease to exist. - Certainly there
will be dips in our economy, there
will be at least brief recessions,
but to me the long-term over-all
outlook for the growth of our
country and our economy appears
so- extremely favorable, that I
woulc not expect the problem to
be solved in this way. Even if it
should be, it would be a rather
painful cure,

Requires More Appreciation

The second solution to  this
problem; and the only practical
one, is to give the investor more
of what he wants, namely appre-
ciation potential. This, of course,
raises the question of “how?” I
do not know the complete answer.

the same direction, In the case of \I do know, however, that, con-

trary. to the over-all situation 1
havedescribed, there are a good
number of individual utility com-
mon stocks that have managed to
offer jan amount of appreciation

potential sufficient to fully main-
sion funds and trusts, are invest- -

ain investor interest. Some of
these are stocks of companies lo-
cated in so-called “growth areas”
—-ecnough of them so that too fre-
quently it is assumed that the
location of the company is the
one factor that determines the
appreciation potential of the com-
men stock. If this were so, there
would be no way to improve the
appreciation potential of a given
utility common stock other than
relocation, which is unfeasible.

But it is my contention that
this is not so. The most import-
ant item in appreciation potential
is prospective improvemernt in per
share earnings, and regardless of
the amount of growth in the terri-
tory, a company’s per share earn-
ings will not materially improve
unless at least one of four things
happens: (1) unless the ‘cost of
capital, excluding common equity
capital, declines; (2) unless the
capilal structure is changed to
produce greater leverage on the
common stock; (3) unless the
over-all rate of return on in-
vested capital improves; or (4)
unless there is a significant re-
investment of retained earnings
2t an adequate rate of return.

Where the Answer Lies

All four of these factors de-
serve careful consideration if the
answer to the question of how
steadily to improve per share
earnings, and. thereby improve
appreciation potential, is to be
found and put into effect. But the
fourth factor—the significant re-
investment of retained earnings
at an adequate rate of return—
is by far the most important, for
it is the only one that can he
continuously applied over a long
period of time. The cost of cap-
ital can be improved only under
favorable market conditions; lev-
erage can be increased only to the

‘point where a further decrease in

common equity would jeopardize
the company’s credit standing, the
quality. of its securities, and its
ability to carry out its financing
satisfactorily; rate of return can
be increased only to a level that
is considered fair and reasonable.
Hoewever, as long as our economy
and the demand for utility service
gsrows, and I believe it will for
many years, a significant rein-
vestment of retained earnings can
be made. But will it be made at -
a rate of return adequate to pro-
duce the necessary improvement
in per share earnings, the neces-
sary improvement in appreciation
potential, the necessary improve-
ment in investor interest? This
is the all-important question. The
only purpose of everything I have
presented up to now has been to
stress the importance of this
question. Railroad and utility com~
missioners will play an import-
ant role in answering it. If the
answer is yes, the outlook for
utility common  stocks will he
brizht. -

William Hibberd With
Trust Co. of Georgia-

William® W. Hibberd, formerly
Assistant- Vice-President of the
Marine Trust Company of West-
ern New York has been elected
Assistant.
Vice-Presi-
dent of the
Trust Co. of
Georgia. Mr.
Hibberd will
act as Repre-
sentative of
the Georgia
bank’'s Bond
Department in
New York
Ch tyaThe
Trust Co. of
Georgia was
the first
Southern bank
to establish a
representative office in New York.

Mr. Hibberd has had many
vears of experience in bo nd
houses in New York, and also
spent several years with the Bond
Department of Mercantile Trust
Company of St. Louis. He was
with C.J. Devine and Co. before
joining Marine Trust Company of
Western New York.

William W, Hibberd

Lowell Duggan Opens
(Special to THE FINANCIAL Cuuo.\'chQ
ALAMEDA, Calif.— Lowell H.
Duggan is conducting a securities
business from offices at 1516 Oak
Street.

Jerome H. Field Opens

BROOKYLN, N. Y.—Jerome H..
Field is engaging in a securities
business from offices -at 1085
Eastern Parkway.

With H. H. Butterfield

(Special to THE FINANCIAL CHRONICLE)

LANSING, Mich—Norma K.

‘Pifer has joined the staff of H. H.

Butterfield & Co.,
Building.

With Eastman, Dillon

(Spc‘cml to THE FINANCIAL CHRONICLE)

SAN DIEGO, Calif.—Howard G.
Berg is now with Eastman Dillon,.
Union Securities & Co., 415 Laurel
Street. :

With Sutro Bros.

(Special to THE FINANCIAL CHRONICLE)
PALM BEACH, Fla—George R.
Smith is now connected with Sutro’
Bros. & Co., 316 South County.
Road. He was previously with
Thomson & McKinnon.

Allan Melhado
Allan Melhado, New York fi-
nancial advisor, and a member
of the New York Stock Exchange,
was killed Sept. 16 in an airplane
accident. ~

314 Hollister
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Heavy Use of
Lithium in
Industry

Chemist discerns encouraging
new developments for the lightest
metal, lithium, transcending be-
yond its present revolutionary
use in doing away with different
kinds of lubricating grease, mass-
producing lighter TV tubes, pro-
pelling rockets, and agricultural
usage.

The lightest of metals, lithium,
is a heavy contender among the
raw materials that are revolution-
izing present industrial products
and production methods, it was
reported, Sept. 9, at the 132nd na-
tional meeting of the American
Chemical Society in New York.

“The importance of the unique
chemical and physical properties
of lithium and its compounds in
the fields of lubrication, air-condi-
tioning ~and ceramic technology
has increased tremendously during
the past decade,” Dr. R. G. Ver-
dieck, manager of Chemicals Re-
search for the Foote Mineral Com-
pany, Berwyn, Pa., told a session
of the Society’s Division of Inor-
ganic Chemistry.

Not too long ago, service stations
had to stock five or six different
greases for . lubricating automo-
biles. Now, he observed, a sing‘le
grease based on a compound. of
lithium can be used on every part
of the car requiring a heavy lu-
bricant. In addition, the armed
forces can use a single lithium
grease in planes over the Arctic
and in tanks on the desert, thus
solving a tedious supply problem.
Such an all-purpose grease is pos-
sible because the lithium com-
pound neither stiffens at  low
temperature nor breaks down at
high temperatures, Dr. Verdieck
explained.

Used in TV Tubes

A second large use of lithium
compounds at present is for the
manufacture of vitreous or glassy
products. The modern television
tube uses a glass in which lithium
replaces the lead found in ordi-
nary glass. This glass, in compar-
ison with-the ordinary kind, has
increased density and refractive
index, and better resistance to

chemical attack. It has made pos- -

sible lighter television tubes, and
its lower and wider melting point
has allowed the mass- production
of superior-tubes.

, But these two uses of lithium
compounds,

the manufacture of ceramic bodies

requiring high resistance to ther- -

mal shock; are only a start. With :
no problem- of reserves.for the
tuture — the . largest -deposit of
lithium- ore in the world is in -
North Carolina—new applications
of the -unique and increasingly
available . element . continue to
Zrow.

Propulsion Fuel

The low weight and high heat
of burning of lithium point to .its
application in high energy fuels
and oxidizers for propulsion. of -
rockets, missiles and aircraft, said
Dr. Verdieck. The compound lith-
ium perchlorate, for example, con-
tains more available oxygen in its
total weight than does any other
compound.

Because lithium-6 produces no
radioactive  ash, this form of the
element is important in the de-
velopment of a “clean” H-bomb, -
the chemist reported, and “other
nuclear properties of -this metal
and its compounds indicate poten-
tial use as a heat exchange me-
dium and shielding material.” Also,
according to Dr. Verdieck, scien-
tists hope some day to control

/
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ithium-6 as a nuclear fuel in Dr. Verdieck reporfed. Placed in
ilut?llo‘gn reactors. the soil or sprinkled on crops, the

In the plating of automobile lithium compound§ find their way
bumpers, production rate already into the plant leaf and serve as a

has been doubled through the use systemic fungicide. Good results Offices at 368 East 179th Street, (

ithi i i i i 1ling
of lithium compounds in plating have been obtained in contro
baths, he pointed out. And in the blight in celery, cotton and other
production of aluminum metal, it crops. And in the future, even
has permitted the use of lower blights in trees may be controlled
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F. V. J. Crowley Opens » Lewis E. Offerman Secs.:

Francis V. J. Crowley is con-
ducting a securities business from

Bronx New York. ;

Girard Securities Formed

Formed in Phoenix
PHOENIX, Ariz. — Lewis E.
fferman Securities Co. is engag-
ing in an investment business,
specializing in municipal bonds,
from offices at 3300 North Central

temperatures and faster rates.
Lithium metal itself is valuable
for its ability to speed up other-

in this manner, he ‘said,

BUFFALO,N.Y.—Girard Securi- Avenue. Of'ficers are Carleton D.
ties Inc. has been formed with of- Beh, Chairman of the Board;
fices at 17 Court Street to engage Lewis E, Offerman, President and

Seymour Goldsmith Opens in a securities business.

and- their use in the -
air-conditioning industry and ‘in :

wise impractical chemical reac-
tions, continued the speaker. In. _ YONKERS, N. Y.—Seymour M.
pulverized form, the mectal bhas Goldsmith is conducting a securi-
been used by the Firestone Tire ties business from offices at 294
and Rubber Company to make a Devoe Avenue.

natural-type synthetic rubber. .
: Gould Opens Office

" ¢ 1 Oscar B. Gould is engaging in a
. Ihi gery L times: extremely securities business from offices at
encouraging results have been re- ; ‘
ported in the use of trace amounts 28 East 10th Street, New York
of lithium salts -in -agriculture,”- City.

Agriculiural Usage

Ben Goldman Opens

Ben Goldman has opened offices
at 1107 Broadway, New York City,
to engage in a securities business.

R. A. Morgan Opens

Robert A. Morgan is engaging
in a securities business from of-
fices at 299 Madison Avenue, New
York City.

Richard L. Thiessen, Secretary
and Treasurer. Mr. Beh is Presi-
dent of Carleton D. Beh Co. of
Des Moines, Mr. Offerman was
formerly Vice-President of the
First-of Arizona Co., with which
Mr. Thiessen was also- associated,

Ernest Parker Opens
HUNTINGTON, N. Y.—Ernest
Parker. is conducting a securities
business from offices on Connelty

Road. }
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1 THE MARKET

... AND YOU

By WALLACE STREETE

Although the market dur-
ing the past week managed to
score a mathematical gain of
1%, the atmosphere re-
‘mained almost as gloomy as
ever. More and more are the
sidelines being regarded as
the good place to be.

Midst the successive sink-
ing spells and rallies, the mar-
ket community persists in
confining its attention  to
bearish outside factors — at
least as so interpreted. Expec-
tations of decreased expendi-
tures for plant expansion and
equipment, disappointing new
business in various areas as
cotton cloth and other tex-
tiles, manifestations of price
structure vulnerability after
the preceding inflation psy-

chosis, reported declines in

factory employment, and
tighter money, constitute the
unanimous : explanations for
the so disappointing market
performance.
= A Co

In the present atmosphere
the pessimistic of the alter-
native interpretations is
chosen, as, for example, the
prospective cessation of
growth in business outlays in
lieu of their actual rise above
1956. And constructive news
is persistently disregarded, as
the reports ‘that-auto dealers’
August sales were up 2% over
1956, the continuing striking
strength .in department store
and other retail sales, record
bookings and unfilled orders
in the paperboard industry,
a pickup in private home-
building, and the improved
technical position of the mar-
ket itself. ;

In the Sheltered Area

With the partial resuscita-
tion of the stock market, the
“sheltered” convertible bond
media also showed some life
during the week. Convertible
issues strengthening  during
the week including Sinclair
Oil 4%%’s, General American
Transportation 4’s, American
Machine and Foundry 5’s.
W. R. Grace 31%’s, Lockheed
3%4’s, and Phillips Petroleum
4V4’s.

‘Weak Industries, Market and
Business-Wise

The long-continued and
severe weakness in the paper
stocks Continent - wide gets
seeming substantiation from
a dour report issued this week
by the Newsprint Information
Committee, composed of a
representative group of Cana-
dian manufacturers. Earnings
reports of 13 out of 14 pro-
ducers of newsprint in North
America who announced
them at mid-year show de-

clines averaging 229% from

the comparable 1956 figure.
The impact of rising costs has
been so severe that in a
period when more newsprint
was being produced than ever
before, earnings decreases
ranged from 11.6 to 40.9%¢.
And the trend is continuing
into the third quarter, the
Committee reports.

-

Textiles represent another

market area where price ac-

tion reflects severe squeezing
of earnings. With profit
margins whipsawed between
ever-rising- production costs
and scemingly unending
weakness in - selling prices,
and inventories burdensome,
some companies have even
been forced to reduce divi-
dends.

Growth Stock in the
Store Area

Recent counter-trend
strength in the retail issues,
although receiving continuing
support from the latest sales
statistics, appeared to fan out
into considerable irregularity
throughout' the past week.
But tacking on a one - point
advance was Gimbel Broth-
ers. In fact, this issue, at 27,

is quite uniquely now within

striking distance of its year’s
high of 2834 (low 239%); re-
flecting analysts’ increasing
awareness of the enterprise’s
recent and current business
performance. Whereas this
giant department store chain,
beset by several troublesome
local situations, in earlier dec-
ades persistently lagged be-
hind the sensational growth
records chalked up by its com-
petitors, the annual and quar-
terly statements issued this
week highlight the reversal
of this former comparative
trend. For the 12 months
ended July 31 last, Gimbel
was able to translate a 5.8%
sales increase to a 9% rise in
earnings per common share;
and over the latest six-month
period a 6.6 sales rise into
a full 259 per share earnings
increase.

In this seeming growth
situation, continuing via the

opening of two additional .

branch stores in August, the
chain’s earnings, which in-
creased progressively from
$2.14 per share in- 1952 to
$3.60 in the calendar year

1956, with a good ‘break”
in the crucial Christmas
business are this year ex-
pected to reach the $4 level—
and further with a good head
of steam on into the 1960’s.

At its present price of 27,
the stock is selling at less than
seven times the expected 1957
earnings, and gives a yield of

The Commercial and Financial Chronicle. .. Thursday, Septémber 19, 1937

6/ on the unraised ilndicated
annual dividend rate of $1.60.

The enterprise’s resurgence
is likewise reflected in con-

| stantly increasing financial

strength. Since 1952 net cur-
rent assets have increased
from $54.8 million to $77.8
million, which is in excess of
all liabilities, including the
preferred stock capitalization,
ahead of the common stock.

NEWS ABOUT BANKS
AND BANKERS

CONSOLIDATIONS
NEW BRANCHES
NEW OFFICERS, ETC.
REVISED
CAPITALIZATIONS

George W. Nielsen and James
Rowley have been elected Vice-
Presidents of Chemical Corn Ex-
change Bank, New York, Harol%

Although bank notes payable -}

have risen, the  debentures
and preferred steck outstand-
ing have been reduced.

A Progressive. Aristocrat

One of the old-time market
aristocrats, with a dividend

agement of Bankers Trust Com-
pany now consists of: John M.
Budinger, Vice-President and
Chairman of the Advisory Com-
mittee; J. P. Dreibelbis, Senior
Vice-President and senior credit

i officer; Wallis B. Dunckel, Ad-

¥ ministrative Vice-President; Brian
{ P. Leeb, Senior Vice-President in
f charge of trust activities; John H.
& Millikin, Vice-President in charge
{ of Personnel .Relations and Roy.

record unbroken since 1899, §
keeping young blood in its §

veins is National Biscuit. Em- '

barked on a master program
of plant construction in 1946,
outlays totalling $170 million
are expected to be completed
this year, and to pay off in
earnings and dividends. Be-
yond its backlog of biscuit
and cracker sales, Nabisco has
been developing other food
products. On its regular divi-
dend of $2, the present price
of 39 near 'its year’s high
made last week, yields 5.1%.

One of the issues evoking
notice for its ability, after an
earlier 20 .decline, to
counter the recent falling
markets is Pittston Company,
now selling in the low 60’s.
PCO today is a holding com-
pany, with subsidiaries en-
gaged in the mining and dis-
tribution of bituminous coal
and natural gas, the transpor-
tation and distribution of oil
products and chemicals, and
in trucking and warehouse
service. Its subsidiary, United
States Trucking Corp., is ac-
tive in general trucking,
armored car, truck rental and
general rigging in New York's
metropolitan area. 1956 earn-
ings increased to $6.30 a share
from $3.21. the preceding
year; and for the first half of
this year have advanced

further, at $3.78 against $2.53§ '
3

for the equivalent 195
period.

[The items expressed in this
article do not mecessarily at any
time coincide with those of the
“Chronicle.” Theu are presented
as those of the author only.]

R. C. Adler Opens

PHOENIX, Ariz.— Raymond C.
Adler is engaging in a securities
business from offices at 2308
North Fifteenth Avenue.

Form Wissahickon Corp.

PHILADELPHIA, Pa. — The
Wissahickon Corp. is engaging in
a securities business from offices
in the Land Title Building. Of-
ficers are David W. Taylor, Presi-
dent; Joel C. Huber, Jr., Executive
Vice-President; Capt. Thomas M.
Dell, Jr.,, Vice-President and
Treasurer and Philip C. Patterson,
Vice-President and Secretary.

Charles A. Chace

Charles A. Chace, Vice-Presi-
dent of the First National City
Bank of New York, passed away
Sept. 16 following an air accident.

George W. Nielsen James Rowley

H. Helm, Chairman, announced on
Sept. 16.

Mr. Nielsen, is a member of the
bank’s loan review department,
where he has been Assistant Vice-
President since 1951.

Mr. Rowley, has been Assistant
Vice-President of the bank’s mu-
nicipal bond department since
1952. .

Mr. Helm also announced on
Sept. 18 that the Chemical Corn
Exchange Bank has elected John
J. Smith Chairman and J. Herbert
Todd Vice-Chairman of its Brook-
lyn Advisory Board.

Mr. Smith, a former Vice-Pres-
ident of Chemical Corn Exchange
Bank, is President of East New
York Savings Bank.

Shareholders of Chemical Corn
Exchange Bank, New York, at a
special meeting on Sept. 17,
authorized 1,062,765 - additional
shares of capital stock, $10 par
value.

Shareholders of record on Sept.
18 will receive rights to subscribe
to the additional stock, at a price
of $45.50, on the basis of one new
share for each five present shares
held. The rights offering termi-
nates on Oct. 7, 1957. The offering
is being underwritten by a group
of investment bankers, and will
increase the bank’s outstanding
capital stock from 5,313,825 to
6,376,590 shares.

Bankers Trust Company, New
York, announced, Tuesday, Sept.
17, 1957, that 42-year-old William
H. Moore, presently Executive

' Vice - Presi-
dent and
member of the
Board of Di-
rectors, will
become Chair-
man of the
Board and the
Bank’s chiet
executive of-
ficer, ¢ffective
Oct. 1. He will
succeed S,
Sloan Colt, for
the past 27
years chief
executive of-
ficer, who is
retiring as an officer on that date.
. E. Chester Gersten, Vice-Chair-
man of the Board and former
President of The Public National
Bank and Trust Company, will
also retire as an officer on Oct. 1.

Both Mr. Colt and Mr. Gersten
will - remain on the Board of Di-
rectors and as members of the
Execulive and Development Com-
mittees.

Therefore, on Oct. 1, the-man-
agement of Bankers Trust Com-
pany will be headed by Mr.
Moore; Alex H. Ardrey, President
and Francis S. Baer, Chairman of
the Executive Commitfee.

In addition to Messrs. Moore,
Ardrey and Baer, the senior man<

William H. Moore

L. Reierson, Vice-President and
Chief Ecofiomist of t_he bank.

Mr, Moore served’ the Bank in
various ecapacities, becoming Ex-'
ecutive Vice-President and mem-
ber of the Board of Directors in

i 1956,

S. Sloan Colt, became associated
with the Farmers Loan and Trust'
Company in 1914. He became a
Vice-President of that bank in
1925, and in 1929, when the Farm-
ers Loan and Trust Cempany be--
came part of the Natienal City
Bank, he was made 2 Vice-Pres-
ident of the latter institution.

One year later, in 1930, Mr. Colt
joined Bankers Trust Company as
Vice-President and Director, and.
in 1931, he was elected President.
In 1956 he assumed the office of
Chairman of the Board; being fol-
lowed in the Presidency by Alex
H. Ardrey.

E. Chester Gersten started his
banking career in 1901 as a mes-
senger with the former National
Bank of Commerce of New York
City. After serving the Bank in
various capacities, he later be-
came one of ‘its Senior Vice-Pres-
idents.

In January, 1929, he. accepted
the presidency of The Public.Na-
tional Bank and Trust Company
wof New York and in 1955, after
the two banks merged, joined
Bankers Trust Company as an Ex-
ecutive Vice-President and mem-
ber of the Board of Directors. Jn
1956, Mr. Gersten assumed the of-
fice of Vice-Chairman of the
Board.

The appointment of Frank E.
Deremer as an Assistant' Vice-
President of Manufacturers Trust
Company, New York, is an-
nounced by Horace C. Flanigan,
Chairman of the Board. )

Mr. Deremer joined the bank
in 1937. He was appointed an
Assistant Manager  in January,
1953 and an Assistant Secretary
four months later. He assisted in
the activation of the automobile
loan division of the bank’s Per-
sonal Loan Department, 67 Broad
Street, and has been in charge of
the division since 195C.

Directors of the - Federation
Bank and Trust Company, New
York, have approved a capital ex~
pansion .~ program under which
stockholders will be -offered the
right to subscribe for 118,900 new
shares of capital stock at the sub-
scription price of $21 a share, it
was announced on Sept. 12 by
Thomas J. Shanahan, President of
the bank.

Stockholders will have the right
to subscribe for the new stock at
‘the rate of one share for each
three shares held of record on
Oct. 18, 1957. The additional
shares will be offered to all stock~
holders on a pro .rata basis. .

The directors, Mr. Shanahan
announced, also have recom-
mended for stockholder approval
an -extra stock dividend of 2% %
on the presently outstanding capi-
tal stock. In addition, the regular
quarterly dividend of 30 cents a
share on the common stock has
been declared payable on Oct. 1,

Continued on page 45
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The Coming
Competitive
Struggle

By ROGER W. BABSON

After foreseeing increasingly se-
vere competition, manifesting it-
self into a constant struggle
between the labor-leader and the
inventor, resulting in increasing
production and surplus of goods,
" Mr. Babson suggests retailers get
down to the business of retailing.
Singles out consumers for their
key role regarding employment
level and recommends evening
_shopping . as the answer to the
parking problem.

Competition will increase con-
stantly and severely during the
next few years. This “few years”
probably means until a severe
business de-
pression
comes which
will wipe out
the weak con-
cerns and
leave the field
only to the
strong.

The basic
reason is that
manufacturers
— in order to
counteract in-
creased wage
demands—are
constantly re-
ducing their
other costs of production. Al-
though the retail prices of most
goods have gone up, yet; except
for labor, the cost of actual man-
ufacturing has declined. New
machinery, electronics, automa-
tion, and other new developments
are seeking to overcome the ef-
fects of higher wages. As a re-
sult, there is a constant struggle
between the labor-leader and the
inventor. This results in increased
production and a surplus of goods.
Manutacturers then are forced to
create more customers) and sell
more goods in order to keep their
plants running at {full volume.
Only as a manufacturer is running
at full capacity is he able to pay
higher wages and produce goods
-at lower cost.

Certainly if farmers—who are
really manufacturers — receive
subsidies and other helps from
Congress, many manufacturers are
entitled to the same help. All of
this, however, results ‘in severe
competition which is profitable to
no one. To keep labor employed
and the factory working at full
volume, manufacturers have en-
couraged instalment sales and
other imeans of coaxing peocple to
buy more goods than they really
need, or to buy them before they
reed them. This means that waen
unemployment begins. housewives
will be so stocked with new fur-
niture, electric utilities, and
clctes that they will be able to
stop bying almost everything other
than food. Furthermore, the food
biil ean be greatly cut, probably
resulting in better health for tae
{amily.

N Roger W. Babson

Key Role of Consumers

The future of employment is
therefore in the hands of the con-
sumers. < As long as consumers
continue to . increase their pur-
chases, conservative manufac-
turers will get on satisfactorily.
When, however, consumers begin
to economize, then unemployment
will follow and most manufac-
turers will be headed for trouble.
This means that retailers have a
great responsibility. Althouga re-
tailers are dependent on the con-
sumers, who are the source of real
Fower, yet consumer buying is

]

largely influenced by the attitude
of retailers.

Most retailers are now not
doing their part to prolong pros-
perity. Golf courses, luncheon
dates, bowling alleys, boating, and
automobiling are taking the time
of retailers who ought to be in
their stores. Customers are not
being given the individual atten-
tion which they like. Merchants
are making it harder to buy
through self-service, poorly ar-
ranged stock, and careless adver-
tising.

- What Retailers Should Do

The next depression will be
brought on by automobile con-
gestion or by the fear of Fallout
due to the threatened Russian
“tests.” Parking meters are help-

\

ful in preventing all-day parkers
from hogging the streets; but
parking meters may reduce the
amount of merchandise sold. After
I drop my coin into a parking
meter, I cannot forget the meter.
I have it conhstantly in mind as I
am shopping. This worry about
the parking meter causes me to
buy fewer goods than I would buy
if it were not for my parking
meter worry. All of this means
that downtown retailing is in a
chaotic condition. Evening shop-
ping may be an answer to the
parking problem.

I once asked John D. Rocke-
feller, Sr. how a retailer could
make more money. He replied,
“Live over the store and be avail-
able to customers from 6 o’clock

in the morning until 9 o’clock at

And millions more will enjoy the added speed and con-
venience of Direct Distance Dialing .. .through Bell Sys-
tem’s continuing program of research and development.

Direct Distance Dialing—one of the greatest improve-
ments in modern telephone service—is being made
available rapidly to more and more people through-

out the country.

By the end of this year about 5,300,000 of our cus-
tomers, in some 440 localities, will have nationwide
DDD and will be able to dial directly up to 35,000,000

| telephones. (Over

11,000,000 customers already are

able to dial directly to nearby cities and towns.)

DDD brings with it new standards in convenience

night.” This does not necessarily
mean that the store will be “open,”
or that the retailer will spend
more money for more employees.
(Mr. Rockefeller, of course, was a
great believer in better lighting,
whether by candles, kerosene, gas,
oil, or electricity.) Then he con-
tinued: “Next to well-trained em-
ployees and proper lighting and
advertising, merchants should
keep their stores open longer

hours. Evening shopping is com-

dng?

Clifford Murphy Adds.
(Special to THE FINANCIAL CHRONICLE)
PORTLAND, Maine—James A.
Phair has been added to the staff
of Clifford J. Murphy Co., 443
Congress Street.

Here’s something new in telephone service. ..

Millions of
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Simon, Tighe With
Weeden & Co. Inc.,

William E. Simon and Robert F.
Tighe have joined Weeden & Co.
Incorporated in the firm’s Munici-
pal Bond Department of the New
York office, 25 Broad Street. Mr.
Simon was formerly with East-
man Dillon, Union Securities
Corporation in the municipal
trading department.

Now La Montagne, Pierce
(Special to THE FINANCIAL CHRONICLE)
PALO ALTO, Calif.—The firm
name of La Montagne & Co., 422
Waverley Street, has been changed
to La Montagne, Pierce & Kiels-
meir.

people can now dial long distance calls

and speed of service. Many calls of as much as 3000
miles are now dialed directly and go through in a matter
of seconds. This is made possible by ingenious electrical
switching systems that pilot your call directly to the par-
ticular telephone you want out of many millions. If one
route is busy, another is automatically selected.

Another remarkable feature is the automatic ac-
counting system for taking down the number you called,
the date. and how long you talked.. Statiom-to-station
calling—already the quickest way to telephone out-of-
town—becomes even faster with DDD.

This development is one more big step in the never-
ending program to make telephoning more convenient

to more and more people.

Working together to bring people together . .. Bell Telephone System
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World and U.S.A. Social Progress

By DR. NEIL

1I. JACOBY~*

United States Representative to United Nations Economic and
Social Council
Dean, Graduate School of Business 'Administration,
University of California

Indicative of U.S.A. social progress, according to former
member of the Council of Economic Advisors in his report
on world social progress, is our striking gains in: (1) rising
—and leveling-up in the distribution of—real (after-tax)
income, consumer wealth and savings, and shareholder-
distribution, occurring in the face of greater leisure time and
reduced work-hours; (2) participation in religious, cultural
and civic activities; (3) wiping out prejudice and discrimi-
nation; and (4) better employment conditions and “built-in
stabilizers.” Dr. Jacoby reviews pressures for and measures
of social progress; distinguishes individual from governmental
responsibility; and observes interdependence of social and

economic progress in pointing

out the latter’s purpose is to

increase human welfare.

Before presenting my country’s
views on the Report by the Secre-
tariat of the United Nations and
describing recent social advances
in the United
States, I wish
to speak
briefly on a
fundamental
guestion:

What is

“social prog-

ress” and by

what means

do we meas-

ure it? Ad-

mittedly, this

is a highly

difficult ques- /

tion and one 471 M
that each Neil H. Jacoby
country must

to some degree answer for itself,
because the answer turns partly
upon the country’s political and
social philosophy. A country with
a certain social- and economic
system may well conceive  of
social progress in terms different

from those used by another coun- *

try holding a different set of
values. ;

The people of the United States
are among those peoples who
place the freedom, welfare, and
dignity of the individual high in
the order of social values. We be~
lieve that social progress means,
in essence, an increase in the op-
portunities open to the ordinary
individual for personal fulfillment
and the pursuit of happiness.
Social progress occurs when the
individual enjoys greater oppor-
tunities to develop his talents and
personality to their full potential.

Obviously, social progress has
many dimensions. It means first
of all, increasing personal income
and a rising complement of con-
sumer wealth, widely shared. It
means widening personal free-
dom, and greater mobility of
people in both the geographical
and social senses. It embraces im-
proved health and physical vigor
and greater educational accom-
plishment. It means the existence
of more leisure time, and its
utilization for cultural develop-
ment. It involves improved con-
ditions of work and employment.

When we try to measure social
progress therefore, we cannot
escape the task of gauging
changes in all of these factors.

. The Report of the World Social
Situation has thrown light on re-
cent movements in many of them.
We suggest that the Report could
well have utilized a broader con-
cept of social progress and have
given attention to changes in the
social and physical mobility of
people and to changes in per
capita ‘incomes and wealth as
indicia of progress. May I cite a
few examples: '

(1) Transportation and com-
munications provide an obvious
means through which men come
to know each other better, What

—

*An address by Dr. Jacoby before 24th
Annual Session of tne United Nations
Economic and. Social Council, Geneva,

progress are we making in build-
ing road and rail systems? Many
less developed countries with vast
areas seem to be neglecting the
development of surface transport
in favor of building up an air
{ransport industry. Beiter {fo
understand social progress, we
must know more about the growth
in surface transportation.

(2) How are we progressing in
making available to our peoples
inexpensive means of communica~
tion, facilitating the exchange of
ideas through radio, telephone,
and the printed page? These, to-
gether with postal systems and
motion pictures, have a part to
play in bringing people closer to-
gether. '

(3) What progress are we mak-
ing in assuring old persons a
tolerable and decent life during
their declining years?

(4) Housing shortages ap-
parently continue to be oppres-
sive around the world. We need
qualitative judgments, at least, pn
housing*progress. y

(5) The growth of voluntary
associations for mutual improve-
ment is another token of social
progress. We should like to know
how widely and how effectively
citizens are working together,
under their own initiative and
without the supervision of in-
spiration of the State, to advance
humanitarian objectives.

Because the free trade union is
an important type of voluntary
organization, the growth and
vitality of trade unions around
the world is, I believe, a subject
of interest to this Council.

These are a few examples of
ways in which people make social
progress, and represent subjects
which we suggest for inclusion in
future reports on the World So-
cial Situation along with those
already treated.

Data to Measure Social Progress

The Report notes how very
meager is our present knowledge
of social conditions in  many
areas of the world. We should
give a very high priority to the
development of more accurate
and comparable social  statistics.
We recommend continued encour-
agement and assistance by the
UN to individual countries to de-
velop this information. The
Technical Assistance program of
the UN can, we think, assist in
the training of more statisticians,
demographers and other social
scientists. We endorse the sug-
gestion by the Secretary General
that a systematic attempt be made
by the appropriate agencies of the
UN to establish contacts with so-
cial research centers in the less
developed countries, and that as-
sistance be given other countries
in building up such centers.

The Interdependence of Social
And Economic Progress
_Social progress, as I have de-
fined it, is of course, conceptu-
ally distinct from economic prog-
ress, There have been -cases
where a country has enlarged its

. investment,

The Commercial and Financial Chronicle ... Thursday, September 19, 1957

total production without increas-
ing the per capita real income of
the masses of people or affording
the ordinary citizen any better
conditions of health, education,
mobility, or freedom. We con-
sider such instances to be unfor-
tunate. In the United States such
a result is impossible in time of
peace, Historically, social and
economic progress in my country
have proceeded hand in hand. In
our experience, conditions of high
employment and prosperity have
helped to produce a more even
distribution of incomes, a break-
ing down of prejudices, a rise in
the social and geographical mo-
bility of people, and an elevation
of health and educational bene-
fits. These kinds of social prog-
ress have, in turn, provided the
foundations for further advances
in production, by elevating the
physical vigor, improving the
skills, and generally augmenting
the productivity of workers in
tactories and offices and on farms.

Social progress is, of course,
our fundamental goal. The only
purpose of economic activity is
to increase the welfare of human
beings. Technical advances in
agriculture and industry, larger
investments, bigger industries, in~
creased trade—they all have but
one purpose—a fuller life for the
people inhabiting this earth.

In reviewing this' Report, we
are again reminded that there is
no clear line between social, eco-
nomic, and cultural developments.
Thus, the eradication of malaria
may, in one area, be the neces-
sary condition for increased out-
put, while improvement in the
conditions of work may be the
key to increased productivity in
another area. To consider an-
other example: Literacy and the
acceptance of a system of mone-
tary rewards and incentives are,
in general, preconditions for in-
dustrialization. On the other
hand, improved output, capital
and a progressive
economy form the basis for con-
tinuing improvements in health,
education, and levels of living.
Still another example: The pre-
vention of price inflation is an
evidence of social as well as eco-
nomic progress. For inflation
brings with it, not only ineffi-
ciency in the management of re-
sources and distortions in the
pattern of their use, but it also
inflicts grave social injustice, do-
ing greatest harm to those least
able to protect themselves. At
point after point we are con-
fronted with the interactions of
the economic and the social as-
pects of policy. A balanced social
and economic ' development  in
countries is of pressing import-
ance at all stages of development.
Social progress can never run far
head of economic achievement.
Conversely economic progress
cannot, in the end, be sustained
without social progress. They are
the inseparable twins of healthy
societies. For this reason we
commend the action of the Social
Commission in giving priority in
its work to a study of balanced
economic and social development,
scheduled to appear in 1961.

Evidence of Social Progress in
The World

Now, I shall comment very
briefly on some major findings
regarding social progress in the
world, The Report leaves ' no
doubt that there have been sig-
nal improvements in social condi-
tions during the past five years,
in many cases attributable to to
the activities of the UN and its
specialized agencies.

Health, Continuing wide-
spread improvements in health
conditions are evidenced by de-
clining mortality rates and in-
creased life expectancy, particu-
larly in. countries where health
conditions have previously been
least favorable. We have been
especially gratified to note the
striking progress in dealing with
infections and parasitic diseases,

Epidemic Diseases have been
brought under better control.
Many countries are now under-
taking to provide a more compre-
hensive health service, and to
make it available to all sections
of the population. There has been
a considerable increase in hospi-
tal beds and some improvement
in the ratio of physicians to the
total population.

Although the Report mentions
that progress has been made
toward control of poliomyelitis
by vaccinatlion, we think it might
properly have noted the passing
of a truly great milestone in med-
ical research. I refer, of course,
to the perfection, production, and
wide use of the Salk vaccine. Ac-
cording to the International
Poliomyelitis Congress recently
concluded in Geneva, use of Salk
vaccine promises to eradicate the
scourge of paralytic polio from
the world within four years. This
notable achievement was the re-
sult of large-scale cooperative
medical research, in the main pri-
vately financed. 5

Nutrition. Food production has
improved on a world-wide basis,
and per capita food consumption
has increased in many areas
where it had been dangerously
low. Increases in food: produc-
tion, together with imports, loans,
and donations from abroad, have
eliminated the wide-scale famine
which ravaged some areas a few
years ago. It was gratifying to
hear the representative of FAO
report to this Council that world
agricultural production rose 14%
in 1956-57, and that the highest
rate of increase was in Latin
America and the Near East. We
were heartened by his statement
that during the last few years
agricultural production has out-
paced population growth by about
1% per year, and that the highest
rate of increase has occurred in
the underdeveloped areas.

Education. A much greater pro-
portion of the world's children of
school " age are now attending
school than was the case five
years ago, with secondary school
enrollments increasing propor-
tionately more than those of pri-
mary schools. Literacy is increas-
ing. The circulation of news-
papers and books and the avail-
ability of radio and television has
increased in many parts of the
world, opening up new channels
of communication.

Pressing Needs for World Social
Advancement

The satisfaction that we all
can justifiably derive from these
evidences of social progress in
the world must, however, be tem-
pered by a recognition of gigantic
tasks ahead.

Malaria, tuberculosis, and other
communicable . diseases, continue
to present serious health prob-
lems in less developed lands. In
the . more developed countries,
where epidemic diseases have
been largely conquered, cancer,
heart, and other so-called degen-
erative diseases present serious
hazards.” The supply of medical
personnel and facilities is still
grossly insufficient in many parts
of the world, with a serious mal-
distribution as between rural and
urban areas.

Problems of chronic malnutri-
tion are not yet solved in a num-
ber of countries. In some areas,
the pressure of increasing popu-
lations threatens -to outrun gains
in food production and even in
industrial output.

Almost half of the world’s chil-
dren of school age are still not
in school. My own country, with
a rapidly growing population, is
one of the many facing a major
need for adequate educational
facilities. We recognize that the
growth of scientific knowledge
and new techniques of production
require more persons with tech-
nical and research ability and
professional comrpetence. We are
determined to satisfy these needs.

Private and Governmental Action
to Meet Current Social Needs

Social problems demanding
solution ‘stand out starkly in the
pages of this Report. The mount-
ing aspirations of our people must
not go unrealized. How do we
move forward with a program of
social development, balanced and
integrated with programs for eco-
nomic development? It is clear
that each nation will follow a path
and a system of priorities adopted
to its own situation. Inmyown
country, we believe that social
progress presents responsibilities
to individuals, to private volun-
tary associations, to local gov-
ernments, to national govern-
ments, and to ' international
organizations. Each has a vital
role to play.

We hold that individual citizens
must become personally involved
in the process of advancing them-
selves and their communities to-
ward a better life. This requires
a decentralization of social tasks.
Even countries which place a
lower value on individual free-
dom and responsibility than does
the United States recently have
the superior efficiency of local
management of economic and so-
cial programs, and wider partici-

_pation in decision-making proc-

esses. In my country the admin-
istration of many of our social
programs is reserved to municipal
and local governments, because
individual citizens wish to partici-
pate directly in their formulation,
As one moves away from central
government toward local political
authorities, one comes closer to
the true desires and needs of peo-
ple. Moreover, direct participation
of people in social programs fos-.
ters the development of democ-
racy and freedom.

The work of the UN and its
specialized agencies, which has
been described for this Council in
a series of excellent reports—for
which we heartily thank the au-
thors—is vitally important in pro-
moting world social progress. It
does not, however, form a substi-
tue for the social programs of the
peoples and governments of in=
dividual countries. The UN does
not exist to substitute its efforts
for those of individual countries,
nor to impose its programs upon
countries. Its task is to encourage
and fructify the effort of each
country.

Social Progress in the
United States

I now turn to recent social de=~
velopments in the United States.

One basic gauge of social prog-
ress is, of course, a rising real in-
some of the average family. The
fact is well known that the aver=
age per capita income of the
American people is high, even
after paying heavy income taxes.
During the past four years it has
risen from $1,546 to $1,705 dollars
of 1956 purchasing power, a gain
of 10%:%. N
We consider it equally impor-
tant, however, in measuring our
social .progress, that the distribu-
tion of real incomes among people
has become more nearly equal and
the diffusion of well-being has
become steadily wider. Four years
ago the United States representa-

Recent

tive drew attention to the remark-

aple leveling-up in the distribu-
tion of income in my country. I
can now report that this peaceful
revolution has continued—a kind
of change in an individualist econ-
omy the very opposite of that
contemplated by karl Marx and
his foliowers. Thus, in 1929 the
richest 5% of our citizens got 34%
of all personal income after taxes,
and the other 95% got 66% of the
income. By last year, the share
of the richest 5% of our citizens
had dropped to 18% of personal
income, while the share of the
other 95% of our citizens had risen
to 82% of income.

A factor often mentioned in this

Continued on page 22
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British Public vs. GOvermﬁent
Regarding Disinflation Policy

By PAUL EINZIG

The acceptance of price inflation as the price of insurance
against slumps on the part of British politicians, economists
and businessmen are depicted by Dr. Einzig, side by side with
the incongruous Socialist politicians’ public vis-a-vis private
views and the Conservative Party’s laggardness in checking
the wages-spiral. The noted economist observes that the public
for the first time “is much more willing than its Government”
to accept drastic disinflationary measures.

LONDON, Eng.—A widespread
feeling of fatalism prevails in
Britain about the inevitability of
continuous inflation. The number

of those who
* believe.in the

possibility o f

reversing or

even halting
the upward
trend of prices

—apart from

temporary re-

actions — is
now negli=
gible. Most
politicians,
economists
and business-
men consider

a virtually

non-stop secu-
lar rise in prices inevitable. What
‘is more, many of them are actu-
ally in favor of a slowly rising
price level.. In some cases this
simply means making virtue of
necessity, but a growing number
of people ncw believe that moder-
ate inflation is a necessary evil,
because it insures against immod-
erate deflation.

Dr. Paul Einzig

An Insurance Premium

The formula that slow inflation
is'an insurance premium which
the community should willingly
pay as the price of being safe-
guarded against slumps is becom-
ing increasingly popular. Indeed
it seems that, apart from a few
diehard economists, and from re-
cipients of fixed incomes who are
doomed to be the -main victims of
chronic inflation, the inevitability
of, or the need for, a slowly rising
price level has come to be gen-
erally accepted. Most of those who
prcnounce themselves in favor of
continuous moderate inflation do
not dare to commit themselves to
a definition of their meaning of
“moderate.” i

During the late thirties, when
the declining trend of the price
level was the economists’ chief
concern, a steady rise at the rate
of 3% per annum was looked unon
as the ideal state of affairs. The
‘actual ‘rise. was much steeper in
most countries in' the postwar pe-
riod, and there are indications
that the wages spiral is gathering
momentum. Few people, even
among pensioners and other own-
ers of fixed incomes, would be
unwilling today to compromise on
the basis of an annual decline of
the purchasing power of their in-
‘comes by 3%.

Most of those economists who
are opposed to . inflation would
now be prepared to accept an an-
nuzl price increase of 5% as tol-
“erable. Yet it would mean that

"in 20 years prices would double.
' The widespread realization of such
prospects would effectively dis-
. tourage saving. Few people would
be keen on abstaining from spend-
ing today on the understanding
that, as a “reward” of their self-
denial, in 20 years’ time they
would be able to buy half as much
as they could if they wished to-
day. Saving would have to as-
sume a form that would protect
the savers from the depreciation
of the monetary unit.

This end could be achieved
through the acquisition and hoard-

- ing of goods, but holders would
" receive no yield. and might even

ance, Most forms of goods tend
to deteriorate, moreover. The al-

ternative would be the acquisition

of equities. Not many small sav-
ers favor that form of saving, but
its popularity is liable to increase
in the course of time, though shaip
setbacks on the Stock Exchange,
which are bound to occur from
time fo ‘time, ‘are liable to deter
many people,

A non -stop inflation " at - the
“moderate” rate of 5% would give
rise to some very difficult prob-
lems, hoth to investorsand. to gov-
ernments. In reality the assump-
tion that inflation will proceed at

no higher rate implies an unwar- .
ranted degree of optimism. Judg-

ine bvibe increasing frequency
and increasing extent of ~wages

demands, the chances are that in a

few years’ time we shall_have to

look back upon the ‘fifties as a.

period of stability.

Private Socialists’ Views

The danger of accelerating in-
flation is auly realized among So-
cialist politicians in Britain.. In
nublic they whole-heartedly sup-~
port all wages demands. But in
private conversation they: share
the anxiety of their political op-
ponents about the rising trend of
prices, and in the absence of wit-
nesses, they are even prepared to
admit that the rise is due almost
entirely to the excessive wages de-
mands of the trade unions. This
does not prevent them from op-
posing any measure that would
prevent or moderate the rise in
wages. But off the record they
willingly admit that they hope the
Conservative Government would
break the wages spiral. For if it
does not do so, the Socialist Gov-
ernment which is expected to as-
sume office after the next general
election will have to assume un-
popularity by taking the neces-
sary measures. ’

By that time the annual rise is
likely to be well over 10%. And
while a 5% rise may be regarded
as tolerable, a rise of ‘between: 10
and-15% would be:.an intolerable
runaway inflation. Whichever-po-

litical party will be: in’ office, ‘it

would have to resort to drastic dis-
inflation to check the rise. A So-
cialist Government would hate to

direct such measures against its-

own supporters, and would apply
instead advanced physical controls
which would bring back much-
hated rationing and food queues.
S0 it is no wonder that in secret
most Socialists are hoping (and
some of them are praying) that
the Conservative Government will
resort to drastic disinflationary
measures, even if that would mean
unemployment. If and when such
measures are taken, the Labour
Party and the trade unions would
attack them. violently in public,
but in private they would feel
greatly relieved. '

Conservative Party’s Complacency

But there are no indications that
the Government contemplates any

disintlationary drive that would .

check the wages spiral. ‘Compla-

cency continues to. prevail, and.

even the disastrous- decline: of
Conservative vote at recent by-
elections is unable to make the
Government see the writing on the

about the Government’s unwill-
ingness or inability to take the
necessary drastic measures. Now
for the first time, the British pub-
lic is' much more willing than its
Government to make sacrifices.
During the early stages of the sec-
ond World War, the Government
was utterly reluctant to adopt

drastic measures, and was lagging

behind public opinion in this re-

spect.
itself,

The British public—at any rate
that section which is normally in-

History seems to repeat

clined to support a Conservative
Government—is prepared to face

a moderate business recession as
a result of disinflationary meas-
ures. But the Government of its
choice is not prepared to face it
and is marking time. It is no won-

-der the Conservative electorate

shows half-heartedness in its sup-
pert of the Government at by-
elections. And unless the Gov-
ernment shows more firmness its
majority is doomed to -be wiped
out at the next general election.
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Now W. H. Johnson & Son

MONROE, La.—Walter H. John-
son & Son Co. has been formed
as successor to the investment
business of Walter H. Johnson,
1312 North Third Street.

H. K. Holtzinger Opens -

YAKIMA, Wash. — Harry Kim
Holtzinger is engaging in a secu-
rities business from offices at the
Miller Building under the firm
name of Kim Holtzinger Invest-
ments.

NEW OPPORTUNITIES
FOR BUSINESS IN

 GUATEMALA

Maya monument
at Zaculeu near
the town of
Huehuetenango,
recently restored
by archeologists.

Private enterprise capital is finding a wel-
come in Guatemala, where cooperation be-
tween government and business is opening
up new opportunities for the development of
the nation’s resources. Many industries and
services are needed to help develop and proc-
ess minerals and agricultural raw materials
and the products of the Republic’s forest and
petroleum industries. There are no restric-
tions on distribution or payment of interest

and dividends.

Electric power is playing a vital role in
Guatemala’s development. Empresa Eléctrica

de Guatemala, a private electric company,
affords power and light for Guatemala City,
the nation’s capital, and 12 other communi-
ties. Electric power in the company’s service
area is adequate and available to industry for
round-the-clock operations.

- Empresa Eléctrica

SOME INVESTMENT OPPORTUNITIES m GUATEMALA
Food Processing * Packaging * Petroleum
Hotels & Tourist Courls
Tropical Hardwoods *

“For further information on these and other oppor-
tunities for business in Guatemala, write President
and General Manager, Empresa Eléctrica de Guate-
mala, or contact Area Development Department,
American & Foreign Power Company, 2 Rector
Street, New York 6, N. Y.

Minerals* Textiles

de Guatemala, S.A.
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'ASSOCIATED WITH THE

~ GUATEMALA CITY, GUATEMALA

'AMERICAN & FOREIGN POWER SYSTEM

wall. The great majority of Gov- °

ernment supvorters feel utterly

disappointed and disillusioned

itizébaf& ta-paytor storage and insur-

p://fraser.stlouisfed.org/




20 (1228)

Connecticut Brevities

The Plax Corporation, jointly
owned subsidiary of Emhart Man-
ufacturing Company and Owens-
Illinois Glass Company, has leased
a plant at Ligonier, Ind. The new

lant is one year old and is being
eased from Northwestern Life In-
surance Company. Production of
polyethylene film has been mov ed
from its previous location at
Louisville, Ky., where production
had outgrown the available space,
to the new plant. Production at
the new plant, which began in
August will enable Plax to speed
up deliveries to midwestern cus-
tomers.

The cooperative effort of the
Danielson Industrial Foundation,
the Connecticut Development
Commission, Connecticut Light
and Power Company and . local
citizens has resulted in plans for
the construction of a new $1,200,-
000 plant in Killingly. The plant
will house the first New England
branch of Knox, Inc., of Knox, Pa.,
the nation’s fourth largest mant-
facturer of glass containers. It is
expected that employment at the
new plant may reach 250 workers.
Funds for the plant were pro-
vided through $800,000 from a
New Jersey industrial develop-
ment firm, $200,000 from the Con-
necticut Development Credit Cor-
poration, both for mortgage bonds,
and $150,000 cf capital stock pur-
chased largely by residents of
eastern Connecticut. The plant is
to be located on a 45-acre tract on
Route 101 owned by Danielson
Industrial Toundatnon

The Hoxton Chuck Division ol
E. Horton & Son, which was pur-
chased in 1956 by Greenfield Tap
& Dye Corporation, Greenlicld,
Mass., will be moved {rom its
mesent location in Windsor Locks
to a new one-story building in
New Haven adjacent to Geometric
Tool Company, also a subsidiary
of Greenfield Tap. Horton,
founded in 1851, will employ
about 125 persons in its new plant,
constructed at a cost of aboul
$200,000. !

Flight Enterprises, Inc., which
is only about two years old has
become the Air Force's largest
contract overhaul base on the
East Coast as a result of the award
of contracts totaling $17 million.
The company’s main plant is lo-
cated at Bradley Field in Windsor
Locks where it employs 1,400. The
other two plants are at Charleston,
S. C., and McGuire Air Force Base
near Trenton, N. J., which will
have a combined employment ol
about 1,600 persons. The recent
-contract awards are in line wilh
the new Air Force policy of em-
ploying civilian firms to maintain
M.A.T.S. planes.

The Adley Express Comvany,
New Haven, which is among the
larger eastern trucking firms, has
recently announced plans to con-
struct a terminal containing about
60,000 square feet of floor space,
and including office, cafeteria and
an elevated platform providing
loading facilities for 48 trucks.
The building will be located in
Orange and will cost about $500,-
000. Adley, which was established

in 1917, has terminals in 19 east-
ern (.m(,s and does about $25 mil-
lion of annual busmu,s

'lechmcratt Lahoratones, whose
main plant is located in Thomas-
ton, plans to start construction in
the near future of a new building
in Thomaston that will double the
size of its present manufacturing
facilities. The company has also
purchased a 10-acre tract in Costa
Mesa, Calif., for a future manu-
facturing pldnt '

The Assouated Sprm‘r Corpora-
tion, whose headquarters are lo-
cated at Bristol, has organized a
new subsidiary, Asssciated Spring
of Puerto Rico, Inc., which has
been formed for the purpose of
operating a precision spring man-
ufacturing plant in Puerto Rico.

Customers’ Brokers
Elect Mew Officers

The Association of Customers’
Brokers eclected officers for the
1957-58 year, The siate chosen in-
cludes:

The Commercial and Financial Chronicle . .
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Agricultural Chemical Industry
And the Growing Farm Market

is well nigh a revolutionary mar-
keting force as well as a source of
many social problems. It will af-
fect advertising as well as art;
education as well as eating; farm—
ing as well as {fashion; medicine
as well as music; tlanspmtauon
as well as television. Those who
sell goods and services will have
to compecte for their share of this
leisure as well as their share of
the consumer dollar. Added lei-
sure and added income both mean
a wider range of consumer choice,
more sales for the farmer and
more sales for you.

Population is the first element
of a nation’s growth and worth,
1nov1ded that populallon has the
social -organization, machines,
power, capital, access to raw ma-
terials and the urge to be cco-
nomically productive, or to im-
prove its living standards. Such a
combination gives birth to a dy-
namic economy with an increas=
ing output per-man-hour and an
expanding consumer purchasing
power. Ours is now a consumer-

p centered economy of plenty con-

called

J. Harold Smitn Alan C. Poole

ceived in ambition, mothered by
the machine. and-sired by power.

Income Re-Distribution
Thre mass market is no longer
at the bottom of the income scale.
It's in the middle and the middle
is spreading fast. The old, so-
“ciass market” is moving
into the mass middle-class mar-
ket, too. The limousine has turned
into a station wagon wita no
chauffeur. America i3 rapidly be-
coming a one-class market with

a large and growing income.
Discretionary income or spend-
ing power (izcome left after taxes

" and provision for food, clothing,

‘rodd G. Alexander

J. Harold Smith, of Hirsch &
Co., President; Alan C. Poole, of
liemphill, Noyes & Co., Vice-
President: Gerald L. Wilstead,
Hallgarten & Co., Secretary and
Todd G. Alexander, .of Auchin-
closs, Parker & Redpath, Treasurer,

Also named to serve on the
Fxecutive Committee were Frank
Dunn of Merrill Lynch, Pierce.
Fenner & Beane; Albert F. Frank
of Ladenburg, Thalmann & Co.;
Joseph M. Galinis of Winslow,
Cohu & Stetson and John Leavy
ol Bache & Co.

Gerald Wilstead

Commerce Inv. Opens
(8pecial to THE FINANCIAL CHRONICLE)

PORTLAND, Ore.— Commerce
Investment, Inc. is engaging in a
securities business from offices at
225 Southwest Broadway. Officers
are M. K. Mclver, President; and
Douglas D. Mclver, Vice-Presi-
~Aent.

v
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and shelter to provide a 1940
standard of living) is six times
that of 1940 and still continues to
increase.

There are six-and-a-half times
as many spending units (roughly
families) with incomes over $3,000
as in 1941 and the climb up tae
ladder still continues.

Our productivity (output per

% man-hour) is increasing at a rate

of about 3% annually. If it docs
not continue to increase at at least
this rate, we face a labor shortage
because our population is ipcreas-

of ing at a much faster rate than our

labor force. This is largely be-
cause of the growing proportions
of those under 20 years and over
65 years of age. So long as the
gains of increased productivity
are fairly divided among labor,
management and capital, the pur-
chasing power of all your marxets
will continue to grow.,

Against this picture of our over-
all economy and the consumer
foundation upon which it rests,
let’s take a look at the farm mar-
ket for pesticides and other agri-
cultural chemicals.

The Farm Market

_The proportion of our: popula-
tion on farms has decreased from
95% at our birth as, a nation to
13.3% today. The trend from the
farm will continue indefinitely.
About 22,775,000 people now live
on farms compared to over 25,-
400,000 or 16.6% of the population
mn 1950. Mechanization, electrifi-
cation, better fertilizers, better
pesticides, better foods and better
methods have vastly increased the
productivity ‘and purchasing
power' of farmers. This increase in
purchasing power far more than
offsets the numerical shrinkage
in farmers.

The farm market is a twin mar-
ket. One twin is consumer, the
sther industrial. Consumer goods
are purchas.d by the farmer and
nis liousehold for the satisfaction

and gratification of family per-
sonal wants and mneeds. At tne
same time, the farmer in his role
as a businessman buys a variety
of products and services to use in
his job of raising the nation’s food,
feed and raw materials. The buy-
ing motives that impel the pur-
chase of automobiles, television,
food and entertainment are quite
different from those which govern
the decisions to buy fertilizers,
pesticides, forage harvesters and
tractors. You, of course, are in-
terested in both twins which make
up the farm market, but you are
predominantly interested in t.e
industrial one.

Individual Farm Income Going Up

The farm market now consists
of approximately 4.8 million farms
with total cash receipts from farm
marketings alone of about $30 bil-
lion annually. These receipts ex-
clude the food, shelter and fuel
provided for the resident farm
families. They also exclude in-
come from non-farm sources. Sur-
prisingly encugh to most people,
roughly half of the total income
of those living on farms comes
from non-farm sources today.
While we have heard a lot about
the decline of farm income over
the past few yecars, there has been
amazing reticence about the fact
that total incomes of those on

‘farms have been and still are in-

creasing.

While the number of farms has
been consistently decreasing (2%
fewer in 1956 than in 1955 even)
and the average size of farms in-
creasing, there has been no de-
cline in the total amount ol land
in farms or in the acreage under

“cultivation in recent years. Pro-

ductivity has been increasing con-
stantly with tne growing use of
mechanization, irrigation, ferti-
lizer, pesticides, better breeding
and better methods. Specializa-
tion, both geographically and by
crops, is increasing. The farm

family consumcs a smaller and’

smaller proportion of the products
it grows, and buys a larger and
larger proportion of t1e goods it
consumes and uses, Farming is
rapidly becoming a commercial
undertaking rather than merely a
way of living. The Census Bureau
now separates the 3,327,000 com-
mercial farms from the 1,456,000
“other” farms made up mostly of
part-time and residential farms.

The average value for land and
buildings per farm in 1900 was
$2,900. In the last Cen'sus of Agri-
culture, which covered the year
1954, it was almost seven times as
great, or $19,700. This was an in-
crease of 40% over the value in
1950 and almost 150% over 1945.
Over the same 55 years the aver-
age value per acre increased from
$19.81 to $84.37, and by 1957 was
almost $95.00. Cash receipts fromn
farm marketings increased from
$5 biliion to $30.2 billion. Value
of farm machinery and equipment
rose from a mere $750 million to
an astounding $16 billion — or
more than 21 times as much, and
it’s still increasing. Tihe American
farmer has fared, and is still far-
ing, extremely well.

Specialization and Concentration

Specialization is a striking trend
in agriculture, geographically, by
crops and by individual farms. A
few years ago the West accounted
for a negligible proportion of cot-
ton production. By 1950 it pro-
duced 13% of the total and by
1954 that proportion had grown
to 20%. Today about 22% of our
cotton crop comes from three
western states — California, Ari-
zona, and New Mexico. If present
government controls were elimi-
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nated, these three states plus West
Texas would probably soon be
producing three-fourths of our
cotton. The production per acre
in the West is more than twice as
great as the national average and
practically all cotton there is
irrigated,

The geographic concentration of’
certain fruits and vegetables is
even more striking — and very
important to your marketing
strategy. About a sixth of all
grapefruit trees are in one county
and more than half are in four
counties, Almost. a third of all
grape vines are in one county and
well over half are in four
counties. More than a third of
all plum and prune trees are lo-
cated in two counties. Almost a
third of all pear trees are in three
counties. More than half our
orange trees are in six counties.

Almost an eighth of green snap
beans harvested come from one
county and more than a fifth come
from {our counties. Almost a
fourth of green peas harvested
come from four counties.

The 100 leading counties ac-
count for more than half the total
production of tobacco, cotton, sug-
ar beets, vegetables for sale, sweet
corn, cabbage, tomatoes, water-
melons, dry onions, fruits and
nuts, Irish potatoes, sweet pota-
toes, peanuts, barley and sorgaum.
Fifty counties raise three-fcurths
of our flax seed and more than
90% of our rice.

1 stress this geographic concen-
tration because a caresul study of
tne = Census Bureau pubhcahon
“Ranking Agricultural Counties”
will enable you to be highly se-
lective—and. highly . effective—in
your marketing strategy for many
of the items you produce for sale
to tfarmers. You might well call
this publication the “Farm Mar-
ket Skimmer.” It's a very effec-
tive but little known tool which
I highly recommend.

Specialization by farms is al-
mosi as- strining as that by geo-
graphic area and change is sur-
prisingly rapid. For instance in
the bricfj period between 1950 and
1954 the numb.r of farms selling
chickens- declined by about 40Y%,
but the average number of chick-
ens sold per farm almost trebled.
The number of farms reporting
cattle and calves declined, but the
average number of cattle and
calves sold increased. The number
of farms reporting corn harvested
for grain decreased by a fifth, but
theaverage acreage for those farms
increased. The num<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>