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EDITORIAL TORIAL

As We See It

“Despite the ballyhoo that acconipanied recent
| announcement (by the government) of unemploy-
| ment figures, the hard fact remains that unem-
| ployment in March was higher than in any other
| March since the end of World War II except a
| year ago when we were in the depths of the
| recession.

“The drop in unemployment was mostly sea-

| sonal. There is no-appreciable improvement in the

overall picture. Certainly, well-staged propaganda
| announcements will not solve the problem or

bring relief to the 4,360,000 unemployed workers
b and their families.

“Unemployment is a problem of people men,
women and children rather than a mere statistic.”

With these words, George Meany, one of the big

| labor union bosses, in effect, opened the firing

upon the occasion of the AFL-CIO Washington

unemployment demonstration which, it is under-
| stood, Mr. Meany did not want in the first place.
| The verbal barrages which Mr. Meany thus
opened really got under way the next day, at
which time it was the aim of the union repre-
sentatives present, or at least their leaders, to
‘make it appear that the plight of the unemployed
| in this country was a direct consequence of
faulty national economic policies, including, of
| course, any and all efforts to balance the Federal
budget. A few members of the Democratic party
in Congress added their voice to the denuncia-
| tion of the President and his party.

Responsible for What They Excoriate

The show was, of course, staged by men who
have to bear a major share of the responsibility

Continued on page 45
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Government’s Role in

'Nuclear Power Development

By JOHN A. McCONE*
Chairman, United States Atomic Energy Commission

Country’s atomic energy executive administrator is con-
vinced atomic power will be competitive in the United
States at an earlier date than some think. Quite aware
of the need for this power, Mr. McCone lists five objec-
tives to which there is broad -agreement; presents an
inventory of progress to date; and discusses such future
problems as the feasibility of building prototypes instead
of large plants and the imperative need to be highly
selective as to particular plant concepts industry and
government should support. The AEC head pledges every
encouragement to industry and sees as the final goal the
building of plants without government assistance.

There is a challenge now at hand. I speak-of our
nation’s atomic power program. This challenge must be
met by all of the power industry,
both public and private, and by the

Federal Government as well. ‘

I am for putting the shoulder to

the wheel and making progress °

~ towards the goal of competitive
nuclear power as rapidly as pos-
sible. We have a hard and expensive
road ahead of us. At this point I am

encouraged by the ~ outlook -and ;

later on I will explain why.
We must all work for a common

objective. This is a development job; '

and now, when we are struggling to

formulate rapid and sensible devel- -

o opmen rogram i -
Falin. A Mook o} tal programs, doctrinaire ar

power may. well jeopardize our
progress. Some day this may become an issue—it need
not be an issue in the atomic power business now or for
years to come, Therefore, speaking for the Atomic

Continued on page 26

*An address by Mr. McCone before the 27th Annual Convention
, April 7, 1959,

PICTURES IN THIS ISSUE—Candid photos durmg' the course of the three-day 24th An-
nual Convention of the Texas Group of the Investment Bankers Association of America

appear in SECTION TWO of today’s issue.

guments about public versus private -

Stafns of Atomic Power
And a Look at the Future

By ELMER L. LINDSETH* |
President, The Cleveland Electric Illuminating Co. and
Chairman, E.E.l. Committee on Atomic Power i

Mr. Lindseth reports vigorous progress and further ex-:
pansion by private utilities toward achieving economical’
atomic power during 1958 and indicates extent and ap-’
proximate time the AEC will predominate in reactor de-
velopment in reviewing some of the clarification that has'
taken place as to the respective roles of government and,
industry in nuclear power progress. The Cleveland wtility
head emphasizes there is no need for governmesntal fur-
therance of public power, atomic or conventional—par-

ticularly if we are to achieve feasible nuclear power in
next 10 years, and provides extensive data on the in-

dustry’s nuclear power investments and projects.

During the past year, the industry and the mnation
continued a vigorous, expanding program of nuclear
power development, aimed at mak-
ing nuclear energy a practical, eco-
nomic source of electric power, :

On the technological front, our in-
dustry program continued to show
substantia] progress and further ex-
pansion. Within government, there

" began to take shape long range na-
tional objectives for-nuclear power
development and certain steps in a
technical program to achieve these
objectives. Also emerging was some
clarification of the respective roles
of government and industry in the
future course of nuclear. power de-
velopment.

Today, three nuclear power proj-
ects in which electric - utilities are

partlcxpants are in operation; 10 utility-sponsored proj-
ects are under construction or in various design stages;

Continued on page 33

Elmer Lindseth

——

*An address by Mr. Lindseth before the 27th Annual Convention
of the Edison Electric Institute, New Orleans, La., April 7, 1989.
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The Security I Like Best

A continuous forum in which, each week, a different group of exjerts
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.)

CHARLES T. GREENE
Research Dept.,
Amos Treat & Co., Inc., N. Y. City
Telechrome Manufacturing Corp.
Before setting forth in detail

why 1 like the stock of Tele-
chrome Manufacturing Corp., I

"should like to indulge in a few

general ob-
servations.
Under date of -
March 19,
1959, the
“Chronicle”
devoted con-"
siderable
space to the
Electronics
Industry. The
future of
the industry
in the lead off
article by the
President of a
Mutual Fund
specializing in
electronic stocks, was captioned
—“The Sky Does Not Limit the
Future of Electronics.” This, I
take it, is not merely a manner of
speakm but a recognition of the
present developmg phase of the
industry in the exploration of the
limitless vastness of interplane-
tary space.

Man, for thousands of years, in
his search for “The Why and the
Wherefore” of existence has been
pushing the frontiers of space fur-
ther and further outward from his
original earth-bound position, but
in many areas of thought has not
yet adjusted himself to the far-
reaching possibilities in nuclear
science, curiently being intens-
ively explored.

This leads to my first general
observation that most of us fail to
relate the present depreciation in
the buying power of our earth-
bound currency and certain his-
toric ratios, as the measure of the
value of a security, to the greatly
enlarged sphere of man’s specula-
tion and achievement in the realm
of Scientific Research,

Secondly, to give a couple of
concrete instances, I call to mind
that “in the old days,” the stock
market was considered to be high
if the general ratio of selling
price to earnings rose to or above
17. I recall, of course, that certain
technical - stocks, like General
Electric, whose slogan is aptly
appropriate in this particular—“At
General Electric, Research is Our
Most Important Product’—could
sell at twice the ratio of the av-
erage without throwing us into a
panic because of the apparent in-
flation,

Thirdly, assuming that the buy-
ing power of our dollar now is
only 42 cents instead of 100 cents,
is it not reasonable to make some
adjustment’in our ideas as to what
constitutes a present compatible
relation of market price to net
earnings? A suggested multiplier
could be 25 which would indicate’
an average price-times-earnings
ratio of 20 to better-than-40- odd

Fourthly, we come to “Book
Value.” Many an investor “fights
shy” of \enturmg his money in a
concern with..a relatively low
hook value. Conceded that many
financial statements now show, in
a supplemental note, or computa-
tion of capital and surplus, the
actual appropnatlons from cash
flow retained in the business, yet
this measure, in dollars and cents,
does not give adequate recognition
to the fact that, while “Research
Is Our Most Important Product”
to allude again to the General
Electric slogan, it is a product prl—
marily not for sale; but it, too, is
retained in the business.

Fifthly, while it,is generally
recognized that our Federal and

Charles T. Greene

state tax laws accord preferable
treatment to capital gains ‘over
dividends, many fail to appreciate
that lack of dividend payment or
nominal dividend payments, in the
case of electronic stocks, are actu-
ally points in their favor.

Finally, it seems reasonable to
me to stretch out our notions of
the probable duration of a bull
. swing, and contrariwise of .a
downswing in the speculative
markets. It is of significance 'to
me that the electric utility indus-
try, for instance, has plans for
new construction and capital
needs running into the 1970’s. " If

¥ we start with a date in 1946, and
use our suggested multiplier, we

come up with 1970-1972 as a pos-
sible termination of the present

| bull swing in the market.’

What About Telechrome
Manufacturing?

The Company was organized in
1950 under the nameéof Telechrome
Inc. Originally, it was des.gned
chiefly as a research and develop-
ment organization in the field of
electronics, offering its engineer-
ing services as consultants and.
specialists in the field of color
television, As a result of this

work, the Company has developed -

more than 300 separate items in
the clectronic field. Many of
these had or have special uses and

have been manufactured only in

small volume; but as the company
grew, it has been able to expand

its manufacturing and sales activ-’

ities, and now has a list of a hun-,

dred or more products used in in-:
dustry, communications and allied,

branches of science,
As its name implies, the com=

pany’s initial interest was associ-'

ated with the .development of
color in television. Today,- when-
ever a critic in the field of tele-
vision refers to a strikingly im-
portant “spectacular” he usually
remarks that those few who are
fortunate enough to have  sets
capable of receiving the program
in color have a decided “edge”
over those who are limited: to
black and white reception. The
inference, then, is that the spread
of television in color is still in-its
infancy.

The outstanding rote that Tele-
chrome Manufacturing plays in
the development of television “in
living color” is revealed in the
record of the years 1953 and 1954.
It was then believed that a wide-
spread substitution of color tele-
vision was imminent, and,
reflection thereof, sales of Televi-
sion in 1954 rose to $1,116,338.42
from $221,370.43 in 1953. But this
movement virtually died aborning.
It reveals, however, the outstand-
ing role ‘that 'Telechome Manu-
facturmg is still able to play once
the movement from “black and
\_\'hite receptlon is started toward

“color” reception in earnest.

thle still retammg its position
of primacy in television, the Com-
pany has broadened the field of
its interests and earning power to
include the broad field of -elec-
tronics. With the number of TV
viewers few who have receivers
capable of presenting pictures in
“living color,” the sales of the
company as most recently re-
ported have overtaken those re-
ported for the abortive year 1954.

According to the latest report
available to us, sales are running
at the rate of $1,600,000 to $1,800,-
000 for the year to ‘end this com-
ing June 30. But due to increa~ed
operating costs, per share earnings
may not be in excess of those re-
ported for the past fiscal year—
$1.06 ver class A stock; but. at
‘that,
hl\elv to be not less than 10% of
sales, a rather extra-ordinary
achievement. ’ = i

in"~

the net carried down is-

' This Week’s
Forum Participants and
s Their Selections

Telechrome - Manufacturing Corp.
—Charles T. Greene, Research
Dept., Amos Treat & Co., New
York Cxty (Page-2)

Great -Northern Paper Co.—James
A. Graham; President, Palo Alto
Research, Palo A]to Calif,
(Page '2)

A Major Step Forward
- Impending

Plans have been formulated for
a further- significant - expansion,
and will require during the com-
ing year or so the raising of an
additional million to a million and
a half of new capital. The capi-
talization of the company is di-
vided between class A stock which
is entitled to. a non cumulative
dividend of 30 cents per share in
any fiscal year before any divi-
dends - are paid on the class B
stock, and class B stock, the ma-
jority of -which is owned by man-
agement, The latter have the
privilege of converting (subse-
quent to April 15, 1957) into class
A stock, share for share.

Assuming that there will be
198,800 shares of class ‘A outstand-
ing or eligible to be outstanding
by the time the new capital be-
comes -available, and assuming
that' said new capltal will be as
productive of profit-as that now
represented by the net worth, we
can  calculate net, per class A
stock, ranging from $2 to $2.70
per. share;

The stock was originally under-
written: in March, 1956, at $3 per
share' and is currently quoted in
the Over-the-Countér: Market at
approximately 30:31. Thus, at
present market value, the stock
seems to be forecastmg, in a mod-

" est way, an increase in earnings

as indicated. at . about a 10 to 1
ratio. If my premises are sound, a
suggested further advance in the
market value of Telechonie to the
40 level appears reasonable.

JAMES A. GRAHAM

President, Palo Alto Research
Palo Alto, Calif.

‘Great Northern Paper Co.

This Company offers an. in-
triguing investment wvalue at-a
time when values in the stock
market are becoming inereas-

ingly difficult

to find. For
example, the
. common

“shares are

now trading

around 50 on
the New York

Stock Ex-

change, down

from a 1956

high of 10815,

Yet earning

DOWEeTr—

which was

temporarily

depressed last

year—is
schéduled to rebound sharply
this year and should rise im-
pressively during. the early 1960’s
as increased efﬁcxency is reflected
in higher net income.

Moreover, Great Northern’s vast
timber holdings provide an ideal
inflation hedge Unlike oil, ores,
ete., timber is the only natural re-
source that automatically replaces
itself. To quote an. unofficial
company slogan: “After 60 years
of cutting, we still, have more
wood than we started with.”
Moreover, this timber increases
in value withl every passing year.

All told, Great Northern owns
2,131,000 acres of timber or more
than 10% of the entire 'State  of
Maine, Since there are only 1,-
039,000 common shares outstand-
ing, the owner of one share in
effect owns 2.05 acres of timber-
land worth—the writer estimates

at least. $100. Where. else can

~Continued on Page 52

James A. Graham
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‘Bases for Succesifnl l‘utute
' Electric Utility !'mancmg

By DR, HERBERT B. DORAU*
Professor of Economics, Chairman of Department- of Public: :
Utilities and Transportation, New York University

Dr. ‘Dorau applies the perception of ‘an .economist into-an
-examination. of the credit- soundness -of, and. stockholder’s
equity in, the electric utility industry." Contrary to-what most
people, take for granted, the economist finds-that the indus- -
try’s -ability to command capital .on favorable terms for its .
tremendous future- capital needs has been jeopardized. .Con- .." .~
- cerned about this, Dr. Dorau outlines certain requisites for

the recovery -and maintenance.
which includes a more realistic financial accounhMg
latory policy. He compares :common stocks of

of the utility industry’s credit -
and regu- :
oody’s 125,

industrials and 24 public utilities to show- that the investor :
- in the latter has not fared as well as he thinks. Taking note
of the current level of stock prices, Dr. Dorau avers,now. is

the time for the industry to raise equity capital against the > |

day when it may be needed if not now.

. That the electric utility indus- -

try, which has come to be “Amer-
¢~ ica’s - number .one carporate
credit,” should be sufﬁuently con-
. cerned about
' its capacity to
command
¢apital to
make the
question the ¥
-subjc¢ct of ~
formal discus-
sion on an oc-
casion of this
i eharacter
;- would seem at
first toybe -
somewhat
anomalous.
Y et th-e:
healthiest are
often. most
{-concerned about their health and
“the best students seem in my ex-
perience most - concerned about
their examinations. Maybe that is
* why the superior-are superior and
“Pprobably why -intelligent appre-
<7 ~hension.is essential to remaining
,auperlon
- - In this instance of an economic
. “look and see”, we might ask
whether we are, or ought to be,
intelligently concerned as to:
(1) Whether we are.in fact as
-+ -=good "as ‘the investor thinks we
t...are; whether ‘we in fact deserve

Herbert P. Dorau

“the adt_;lauon of the ‘capjtal mar-

kets.

(2) Whéther»we .can or will be
_able to-live up- to. the reputation

now enjoyed and meet.the great.

,expectdtlons Whlch 1nvestors have
“built ups -

(3) Whether there-are develop-v

g ments éxternal to the industry and
‘s -investor - relations which -in
-spité’ of: all the excellence of fi-

¢ —nancial reputation may make the,

-obtainment ‘of the capital require-
ments of the future difficult.
.. (4) " Or. perhaps whether, in
‘VIEW of indicated changes in (a)
.‘the pattern: of capital costs and
~(b) .the composition and structure
6f the market for ultility securi-
ties, some basic ‘changes in utility
4 corpmdte financial pohcy are not
clearly 1equ1red -

So, possibly the subject.we have
been asked to discuss js™ not “as
_—

‘*An address by Mr. Dorau before the
-27th - Annual - Convention of. the Edison

‘Electric dnstitute, New Or]eans, La., April
% ., 1959.

simple as it mlght appear and the-
answers far from obvious.

The future availability of capx-f:

tal is obviously important at all

times to a highly L.:mltdllsuc in--"p
“custry.

And “Lapltahstlc is not, '
may 1 assure " you,
twelve letter word. It only means
that the capital factor of produc-
tion is relatively important in the
electric utility industry and that
it is necessary to raise and employ

$4.60 ¢f capital to o $1 .00 of busi- .

ness in revenue earned.- For the

8 benefit of those 'who may differ

with my ratios I would digress to

explain that for these as well as .
other purposes, the assets: gener- -
“aled by depreciation reservations, .
ol revenues are just as much cani-_ .

tal employed to produce service as
assets reflecting funds.from other
sources even though under book-

keeping regulation as practiced in.

many jurisdictions, such ‘assets are
not allowed to earn a-return and.
thus contribute by so much less;
to the reyenue of the enterprise, -

And now since this aspect of the’

basis of income and cx.edit of the) -
industry ‘has been raised some-

what early in our discussion-we
might as well finish it here:and’
now by noting that as the depre-

ciation reservcs and the assets
resefvations -
increase, the economic burden of .

generated by such

th e management - 1esponsxb1hty
and the assumption of all'the risks’
associated with the’active use ‘of: .
the assets reflected by "deprecia-
tion reserves -will -bécome an-in--.
creasing. disadvantage. to :the
equity - investment; . will further
raise the ‘“all expense ratio,” :in-
crease ‘“‘leverage .above. the.line”
and make for greater income vol-

atility. For an excellent paper on
this basic principle I would, refer”

to ‘the. Panel Discussion of “The
Treatment of Accelerated Depre- -
ciation for Rate Making Purposes”

presented by Commissioner Krue=: -

ger of the Ohio Publie Utilities:
Commission at the -NARUC 70th:
Annua! Convention, 1958. r

Risks of Leverage '

It would seem most elemenfary
that the equity capital should be'.
allowed to keep what it earns by’

taking the risks of leverage in

‘capital -eémployment. 'When - such
leverage income.results from the
use of investor debt-capital,”the
prineiple is. generally - ‘respected

Continued on page 29"
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- Observations . . .

By A. WILFRED MAY
NEW LOOK AT THE FUND’S PORTFOLIO POLICIES

With the stock market having

. {inally become stalled in the Blue
Chip area, reconsideration of the
investment companies’ portfolio
policy is in e
order.” "This is
particularly
prompted by
reason of im-
pact of their
portfolio op-
erations on the
name stocks,
the opportu-
nity for new
conclusions
regarding
their performs=
ance 'record,
and the ques-
tionof the
wisdom of
diversification.

During most past periods the
performance .record of the com=

“mon stock -funds, calculated ace
cording to the changes: in: their
assets’ value compared .with the
fluctuations. in the” pun-managed
and = “un-thinking”" averages;- has
been somewhat poorer than “par
for the course”’ In the year 1958,
however, the comparable - funds
slightly out-performed the lead-
ing averages.

Any one feeling that this im-
plies a slur on the funds’ justifica-
tion for existence, should realize
that in-actual practice the ordi-
nary investor acting for himself
also usually will not do as well as
the “blind” averages.

What. are the reasons for the
negative comparative results?
Partly, they manifest the general
difficulty of market timing, even
by the top experts. (As a matter
of fact, a study of fund manage-
ments has shown that those whose
policy ealls for a minimum
amount of timing got better re-
results than the more active time-
ers.) And lately many of the funds
have been penalized by 20-10-25%
concentration in the oil industry.
For the petroleum stocks, follow-
ing unfavorable supply conditions
and. nasty foreign -expropriation
trends, have been staging a special
bear market of their own,

A. Wilfred M

The Diversification Question

As wie have noted, the compara-
tive record thus opens up anew
the controversial place for diver-
sification, The " strongest argu-

ment for putting your eggs in
one basket generally is that the
investor finds it too difficult to
watch a lot of baskets (that is, to

watch a large number of issues).”
But this disadvantage of risk=
spreading is uniquely and effec-
tively eliminated in the case of
the funds, whose justification is
based on full-time portfolio man-
agement -effort.

Affirmatively, diversification
with its spreading of risk, and

7} embracing of expertly discovered

values, rather than efforts at tim-

1 ing the fluctuations within the

hame stocks, is a basic reason for

.the funds’ existence. Adding to the

disadvantage of concentration is

_the negligible income ‘yield on the

name stocks — now averaging

" about 3.2%, which expenses would

{further reduce to a mere 2.7% to

k' the fund shareholder.

The surpassing of the Dow-
Jones. Industrialy ‘by the more
voluminous averages empirically
substantiates the = diversification
principle, .. Perhaps -the funds
should diversify even more than
they- do.

If ‘one argues for Blue Chip
concentration and at the  same
time feels that an individual does
not or cannot permanently sleep
in those issues, he is logically
forced to the conclusion of ad-
vocating a return to the {fixed
trust specializing in-those issues.
Popular in Britain and here in the
nineteen twenties, they main-
tained permanently, and without
management discretion, holding of
specified issues.

While such Blue Chip fixed
trust technique would offer a
realistic compromise, it would be
inconsistent with ‘the. basic ob-
jectives of the entire investment
company movement. To this ob-
server the funds’ best course lies
in constant diversification, despite
occasional superior appreciation
by the Blue Chips. In meeting
the practical criteria of yicld and
asset values, diversitication should
in the long run pay off. The ad-
dict to name stocks can always
add them to the self-managed
portion of his portfolio.

Diversification can also he
avoided by the investor through
his use of one of the funds spe-
cializing in g single industry. Such
a non-diversified unit might be
used in combination with an al-
ready diversified list; perhaps by
way of adding a stake in a new
industry (as “electronics”).

Proposed Regulatory Changes
The SEC’s pending proposals for
changes in the statutes governing

*As spelled out in' “How to Make
Money Make More Money” (chapter 18)
by Henry Gellerman, Crowell, N. Y., 1957.
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the investment companies and
advisers, previously cited in this
column, together with the record
bull market render particularly
timely public consideration and
discussion of the industry’s past
record and future prospects. Rec-
ognizing the practical limits of
government regulation as an ab-
solute guaranty of good practice
in any financial area, it is our
considered opinion that a gen-
erally good job has been done
by the Federal authorities in com-
bination with the NASD and the
industry. Whatever abuses remain
stem mainly from the areas of
hard-to-control retail salesman-
ship and the uneducatable public
buyer.

The frequent distribution price
arrangement under - which the
price of the load (selling commis=
sion) is reduced in proportion to
the increased size of the order,
constitutes - one feature which
seems objectionable. This cut-
rate price afforded tfo the big
buyer.is condoned by the SEC as
well as the industry by analogy
with general merchandising prac-
tice, in which the housewife can
often buy a dozen 10-cent oranges
for an even dollar, But this
analogy- seems invalid to this ob-
server. The differential created
in fund purchases discriminates
against’ an entire category of
buyers measured by their lack: of
wealth — and is inconsistent with
the basic purposes of the SEC
which is committed to protect the
small investor. .

Merrill Lynch to
Elect Officers

On'April 23rd, J. Byran Grubbs
and Julius H. Sedlmayr will be-
come Vice-Presidents of Merrill
Lynch, Pierce,” Fenner & Smith
Incorporated, 70 Pine Street, New
York City, members of the New
York Stock Exchange. Mr. Grubbs
will make his headguarters in the
firin’s Houston office in the Gulf
Building, of which he is Manager.

On the same date, Carmin C.
Saccardi will become cashier of
the firm.

Saunders, Gam'eron
New Firm Name

TORONTO, Canada—The busi-
ness formerly carried on by E. M.
Saunders Limited, 55 Yonge St.,
effective March 31 has become
known as Saunders, Cameron
Limited. E. M. Saunders and A. H.
Cameron are principals.

Peter S. Crysdale is now' man-
ager of the firm’s trading depart-
ment.

UN Ambassador Lodge
To Address Bond Club

Henry Cabot Lodge, United
States Representative to the
United Nations, will address The
Bond Club of New York at a
luncheon meeting today, April 16
at the Bankers Club, according to
an announcement by Harold H.
Cook, Bond Club President, Mr.
Lodge will talk on “America’s In-
vestment in Freedom.”

Quinn & Co. to
Admit New Pariners

ALBUQUERQUE, N, Mex.—On
May 1st, Quinn & Co., 200 Second
Street, N. W., members of the
New York Stock Exchange, will
admit Frank Quinn, Lawrence D.
Tiedebohl and Verne C. Beale to
partnership in the firm.

Kidder, Peabody Branch .

' SAN "MATEO, Calif, —Kidder,

Peabody & Co.. has openhed a
branch office at 420 South Ells-
worth Avenue under the direc-
tion of |James T, Love. Mr. Love
formerly conducted his own in-
‘vestment business, James Love &
Co., in ‘San Mateo.- =~ -«
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-Business Failures

The
State of Trade
and Industry

Joseph F. Finnegan, Director of the Federal Mediation and
Conciliation Service; says that 1959 is “rapidly shaping up into a
pretty rough bargaining period.”

In an exclusive interview with “The Iron Age,” national
metalworking weekly, Mr. Finnegan reports that pending media-
tion assignments are now 62% higher than in 1958.

H2 points out that there are 150 major collective bargaining
agreements covering 4.5 million workers up for negotiation: this
year, *o BT s !
“Each of these has its own peculiar problems:and. the Jeast
likely trouble area might blossoin into a real donneybrook,” the
mediation chief declares. T 5

-Commenting on a changing pattern in union-demands; Mr.

Finnegan remarks.that “in today’s bargaining, money’is ‘only in- "
directly the principal issue.” AR SIS SER T LA Tl o

“Especially ' in these periods -of -substantial unemployment,

nions are faced with heavy detnands for security,” he says. “Con-

sequently, the bargaining pattern is reflected in supplementary
unemployment benefits, pensions, health and welfare, .severance
pay, shorter work week and other protective fringes.”

Nevertheless, he predicts that direct wage increases this year’
will not be far from last year’s median wage increase of around
8 to 10¢ per-hour, i1 : ’

Cornmenting on-the government’s position in the forthcoming
steel negotiations, Mr. Finnegan told “The Iron Age’: “The gov-
crnment isn’t prepared to issue any ultimatums. Our role, if it is
necessary to have one, will be that of impartial mediator:”” ,

H> concedes that “both sides are loaded for bear;” but predicts
that “a imutually satisfactory agreement will come out of con-
scientious bargaining.”

“Steel negotiators on both sides -of the table represent some
of the most skilled and mature bargainers in the business,” he
says. “These people are welil aware of the complexities of their
industry and the economy as a whole.” :

On the question of whether skilled workers are “the forgotten
men in labor negotiations,” Mr. Finnegan points out that pressure
{rom the skilled worker is resulting in special bargaining units.

“This has tended to make bargaining much more complex, and
if these demands continue, the skilled worker will’emerge in a
new light,” he says.

He points out that automation and productivity are “closely
related to many of the issues that crop up in negotiations” and
predicts they will “probably continue to play an important role at
the bargaining table.” ’ :

Mr. Finnegan was appointed to the sensitive position as
Director, Federal Mediation and Conciliation Service, by President
Eisenhower in 1955, In private life he was a New York attorney
specializing in labor and trial work.

Business enters the second quarter with the outlook bright
after a first period of quite saticfactory sales and-profits, says
Edwin B. Moran, Executive Vice-President, National Association
of Credit Management, in the Association’s Monthly Business
Letter, He sees a brisk tempo for the Fall.

Attributing the noteworthy gains in the hard goods industries
Jargely 1o hedging against anticipated strikes and price rises, Mr.
Moran notes that both management and labor groups are wooing
public cpinion, in the general concern over the coming crisis.

The cconomist doubts much effect on management-labor rela-
tions from either President Eisenhower’s urging of “statesman-
ship” in the forthcoming negotiations or Labor Secretary Mitchell’s
cautioning that “the public is sitting at the bargaining table” this"
year to oppose a wage settlement that would cause inflationary
price increases. it 3

“Qur free economy,” the analyst points out, “has hecome for
the vast majority of Americans the very engine of individual af-
fluence,” and “the essence of our free economy is the market,
which imposes definite limits.” .

Declaring that ours is rapidly becoming a “high-cost country,”
with our economic and technological advantages lessening, Mr.
Moran warns: : .

“Increasingly, our goods are being priced out of both foreign
and domestic markets. As our prices rise, our markets-become
open targets for imports. It isn’t consoling that imports of foreign
manufactured goods have almost doubled in the last three years,”
while “we experienced in the last year a $3 billion decline in ex-
‘ports and a-substantial outflow of gold.”

Fewer opportunities and lower living standards are the pros-
pect he sees as other countries with much lower wages improve

Continued on-page 50
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'The Market Outlook

- or by 50% while their prices more

By PHILIP . J.

FITZGERALD

" “Dean Witter & Co., San Francisco, Calif.

In assessing the variety of factors entering into the 1959 mar-
ket outlook, Mr. FitzGerald calls attention to high price of even

. the-best of stocks.
investment ‘opportunities: that

Before-pointing out seven . categories of

appear rewarding at present,

‘ the Wall Street-partner indicates” how far D-J industrials
would have to go in order to provide the safe yields about

4159% and more found in bonds at present.

- The 19.38 - 1959 stock market
boom is essentially a perfect ex-
ample of the classical theory of
inflation—too
many dollars’
‘chasing -too--
few units. - -

Until some- |
:thing ‘happens -
to - alter - this-
-r elationship,
.the market
.appears to be:
headed higher;
,but a growing-
‘number: of in-
vestors’ -are -
-apt to find-out -
-some  years
‘hence ' -that
‘their comvmt-
‘ments have not proven to be very
rewarding.

s Supply

- Our-tax policies have cr;txcally
limited the potential supply  of
-stocks since— ?

(1) The 52% corporate .income
tax makes it far .more expensive
-to- sell new stock:than to finance
‘with bonds since interest isa legal
‘expense; and -

(2) The 25%. capital gains tax
presently . costs investors between
one-fifth and. one-sixth of today’s
market’ prices if they sell shares
‘of most of the best known coni-
‘panies bought prior to 1950.

Philip J. ritzcm'xa

Demand

\ The basis. for .the extlaordmaly
‘demand for equities lies: in‘ the
-vast” savings which  our -postwar
prosperity “has -developed. The
stock - market  boom of the '1950’s
-differs from past booms :in that
‘the "bulk of buying is-well- in-
‘formed and:paid: for in cash. This
.is in sharp contrast to the in-and-
out margin trading of the 1920’s.

The biggest buyers are institu-
tions led by the tremendous post-
war expansion of pension funds
and mutuaal funds.
tional appetite for stocks is also
reflected  in| accelerated buying
by life insurance companies, pri-
vate trusts, profit sharing funds
and endowment funds.c Pension
funds now have resources in ex-
cess of $36 billion, over $20 billion
of which are administered on a
basis which permits purchase of
equities. Adminstered funds hold
stock which cost over $5 billion
and can be expected to invest at
least $1.5 billion of new money
in 1959. Stock purchases are prac-
tically assured since policy calls
for the placing of around one-
third of new funds in equities and
since they buy these equities on
a dollar averaging basis, high
prices are not a deterrent.

Mutual funds have resources
above $13 billion and in January,
had net receipts of close to $150
million of new money. Today’s
purchasers of mutual fund shares
want to own stocks. They turn to
mutual funds only to have the
benefit of -professional selection.
Therefore, mutual funds can be
expected to- continue their pur-
chases as long as new funds pour
into their treasuries,

The demand for equities will
probably centinue as long as in-
-vestors continue their unbounded
faith in research and the earning
powers of expanding companies to

(a) outpace rising operating costs; -
and (b) expand faster than the-
buying power of the dollar de-’

“clines. )
- ;_,T°° High

" With so many factors acting to
.push’. stoekd.-still hlgher, many

e Zvwe w &

-its ‘New. Era high.

The institu- i

\

stocks already appear to be dis-
counting the future to such an ex-
tent that it will take a consider-
able number of years for them to

‘provide rewarding dividend yields.

. A review of the subsequent rec-
ord shows that at their 1929 highs
purchase of ewen the finest com-
panies has proved unrewarding.
At their 1929 highs, Radio, Alcoa,
‘and Union Carbide averaged to
sell at 55 times their New Era
record earning power. Forgetting
the depression and the dismal ex-

-perience of the 1930’s, it is inter-

esting to mote that, corrected for
‘capital changes, prcsent dividend
payments provide a-yicld of only

3% on the 1929 purchase price.
The records of these three com-

panies are typical of the records
of most other New Era blue chips
and it is- hard to' think of any
three companies which have had
a better industrial record over the
past generation or better pros-
pects for the generation ahead.

Although it sold at- only 19
times its 1929 earning power, it
took ‘the Dow Jones Industrial
Average 26 years to get back to
This ‘ record
shows clearly that even the best
stocks can be priced too high to
be rewarding to investors even if
they were blessed w1th patlence
and longevity,

Too Low

At other times stocks sell at
levels which: are bound to make
them inherently cheap. The year
1948 was such a period: Investors
worried so about a depression
that did not happen.\@at the mar-
ket appraised—

(1) The 30 great leaders which
make up the Dow Jones Industrial
Average at only eight times their
earnings; and

(2) Six outstanding research
leaders included in our Research
Index, at niné times their earn-
ings.

These six research leaders are
IBM, Minnesota Mining -& Manu-
facturmg, Minneapolis-Honeywell,
Alcoa, Addressograph and Dow
Chemical.

Although qualxty corporate
bonds provided yields or 3% or
less, the Dow Jones Industrial In-
dex provided a dividend yield of
6% and our Rescarch Index a
yield of 4%. Current dividends
being paid provide yields of over
10% on the 1948 purchase
prices of both indices, their -pur-
chases having been very reward-
ing to investors over the past 12

years.
Rate of Growth

To judge how big a premium
investors can afford to pay, it is
necessary to arrive at some idea
of the probable economic growth
which can be expected. Since
the decade between the business
peaks of 1948 and 1957 is the most
prosperous on record, it can serve
to indicate the speed with which
the economy and the earning
power of great companies can be
expected to grow under most fav-
orable conditions. In that decade:

(1) Industrial production rose

‘by 38%;

(2) Gross National Product rose
from just under $260 billion to
over $440 billion; and

-(3) The dollar lost .19¢c of .its
buying power. >

~“To achieve such a rate of
growth -our economy had to be

stimulated by extraordinary .

spending for Korea, the Cold War
and our vast International] Aid
programs. During this period—

The Commercial and Financial Chronicle

(1). The Dow Jones Industrials
increased- profits. from-$24-to $36

than' tripled; and

(2) The Research Index' in-
creased its profits from $1.63 to
$3.46 or by 112% -while their
pnces rose nearly tenfold.

The 1957 Setback

This record period of prospenty
was interrupted by the 1957-1958
business correction which cen=
tered around an inventory crisis
brought on by the Defense De-
partment’s extraordinary re-
trenchment policy. That the set-
back was contained as an inven-
tory correction rather than a de-
pression was due to the faet. that
ultimate consumption .of ' goods
was maintained. .Contributing to
this phenomenon was—

(1) The Federal Reserve’s easy

aoney . policy which . relieved

credit pressure;.

(2) The Detense Department’s
reversal of its drastic economy
policy by placing over $5 billion
of new orders that had been held
up; and

3) Governmental defi cits
which added buying power to the
spending stream’including (a) the
$13 billion deficit of the Federal
Government; and (b) the fact that
States spent over $22 billion as

‘compared to revenues of only $14

‘billion.

When business turned up in.the
spend -of 1958, it ushered in' one
of the fastest recoveries ever wit-
nessed. This spring ‘'the pace of

‘business is being further acceler-

ated by the reaccumulation of in-

-ventories to protect - fabricators

from the danger of strikes in ‘the
steel and other major industries

‘in which labor contracts will be

up for negotlatlon next summer

The 1958 Advance

The market advance since the
sudden shift in business has not
only - reflected the shift ‘but the
fact that—

(1) Sellers prior to and durmg
‘the business correction ‘sold -with | -

the: intention
equities; while

(2) Buyers bought for the long
pull, creating a veritable. invest-
ment vacuum on the upside,

The result has been -that the
1958 market scored the great-
est and -broadest gain. on- rec-
ord, with total value of all stocks
listed on the New York Stock Ex-
change rising by. $81 billion, all
but 22 of the 1,050 most active
issues registered advances.

1959

Based on first quarter results,
it is probable that in 1959—

(1) Industrial production will
top 1957 by around 10%:;

(2) The Gross National Product
will rise to over $465 billion; and

(3) The dollar may suffer a
further slight loss in'its buying
‘power.

The Dow Jones Industrials
which sells at $613, sells for ap-
proximately 16 times 1959 esti-
mated earning power of $38 and
its present dividend payments
provxde a yield of about 3.3%.

Our Research Index sells at
$177. This is about 44 times esti-
mated earnings of those six great
companies and their dividends
provide a yield of only about .9%.

Today, quality bonds provide
safe yields of 4'2% and more.

of ‘repurchasing

“Based upon the rate of gain scored

between 1948 and 1957 it would
take—

(1) The Dow Jones Industrials

seven years for dividends to in-

crease sufficiently to provide a
41,9 yield on the current aver-
age purchase price; and according

o .

(2) Our Research Index about
15 years even though- they are
expected to expand at a rate that
is three times faster,

Investment Opportunities

Among - the areas where re
warding ~investment ~opportun

ities appear to exist at present are.

(1) Industries 'like banking,
utilities and merchandising, which
appears to enjoy prospects of rec-

ord earning powers both this year-

and mnext, but which are not sell-
ing ‘at unusual investment pre-
mlums

(2) Industrles which' will be
particularly benefitted by the 50%"
boost- in our teen-age -population
between 1958 and 1965, including
prepared foods; soft “drinks, con-
fections and tobacco; textiles; and
school books and school equip~
ment;

(3) Industries which are emerg-
ing from their individual cyclical
troughs due to overproduction in
the 1955-1956-period and which
should see earning power build-
ing up steadily over the next two
years, including -auto and ‘acces-
sories; home appliances; and con-

struction equipment;-

(4) Meat packing which appears
to have entered- upon one of its

‘favorable cycles when consumers’

(1729) 5

purchasing power is high and’the
cost of cattle: and lmgs are’ trend-
ing down;

(3) Industries which are heav~
ily committed to research. Since
metallurgy promises to be the re-
search feature .of the -1960’s, the
leading -metallurgicals. can be ex-
pected to grow far faster: than. the -
economy." In-the.popular.area. of
missiles and electronics, investors
can-make better buys-in the larger
established: companies .like "North
American and ,Lockheed ‘than. in
the more romantlcfspeciaities

(6) Industries possessed:of large
raw- material  resources which.are .
the only real hedge..against long
range inflation,  but-whichhave
been out of favor in the past sev- ..
eral years because of the pressure
of  temporary - overproduction, in-
cludmg oils; papers: ‘and timbers;
and mnonferrous metals; and

.(7)-Pacific -Coast ..companies

.whose markets are expanding at
.a rate far faster than-the natiOn
‘as a whole,

pullcnes issued by “this company and
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CASH ON HAND AND IN BANKS
MARKETABLE SECURITIES:
Bondl, at amortized cost—-

! C/zicago'ﬁ'tle and Trust Congbany i

SURANCE AND REFERRAL' SERVICE: on property throughout the .United States.
ESCROW to speed and safeguard real estate transactions.

TlTl..E ‘REIN-
1COMPLETE TRUST

CHICAGO TITLE ‘AND TRUST COMPANY ‘AND SUB?IPIARY TITLE - COMPANIES
Consolidated Balance Sheet—December 31, 1958

ASSETS

S."Government - obli

S(ate and 1 bonds

Other bonds

Stocks, at quoted value=

Preferred -
(o] stocks

balances—=

- Bonds, at amortized cost, pledged to secure trust and escrow cash

uU. 8. Government obhgaﬁons
State and :

.. 19,773,894

OTHER INVESTMENTS:

FIXED ASSETS, at cost:

Total “marketable  securities . ____ ‘
RECEILVABLES, less reserves for doubtful accounts ($304,945)______ i

¥

Fadiis U
2,150,652

Chicago Title and Trust Building Corporation, common - stock ($4,-
250,000) and note receivable ($1,250,000
Sundry loans and investments, less reserve for losses ($112,000)~__

s,
1,006,968

Land
Buildi Buildi ts

‘and improv

Furniture, fixtures and

heidi

PREPAID EXPENSES

Less = reserves for depreciation and amorhzahon

TITLE RECORDS AND INDEXES

3,160,452
o i
$82,061,206

Total Assets
LIABILITIES:

Federal i tax

LIABILITIES, RESERVES AND CAPITAL

Cash deposits as indemnity against specific title insurance risks.... $4,301,524
Accounts payable and accrued taxes——

Other taxes __.

Accounts payable

RESERVES:

services ____

For possible losses and related expenses for title, escrow and trust

2,719,631

Trust and escrow cash balances secured by pledged securities

For contingent deferred tion

4,213,187
506,91

For market fluctuation of securities

Unrealized appreciation on stocks

CAPITAL:

issued 628,178 shares

MINORITY INTERESTS IN SUBSIDIARIES

Capital stock, par value $20 per share, authorized 650,000 shares,

Surplus

Undivided profits

Waukegan o  Wheaton o

Crown Point, Ind.

Less = Treasury stock (2,000 shares), at cost

Total Llabnhhes, Reserves and Capital

,Cﬁzcago Title and Trust Conywzy{

111 West Washington Street, Chicago 2
Joliet o

SUBSIDIARY TITLE COMPANIES
Kane County Title Company, Geneva, Ill.
McHenry County Title Company, Woodstock, 1l
Title Insurance Corporation of St. Louis, St. Louis, Mo. Ky

Peoria ¢  Bellevills' ;

Lake County Title Company, lnc., ’

: |t|zed for FRASER
bn://fraser.stlouisfed.org/
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- An Investment Manager Looks

_; ~ At the Economic Outlook

By PERRY. S5, BOWER*

Vice-President and Treasurer, Great-West Life,
‘Manitoba, Canada -

Speaking from an investment

manager’s - point of view, Mr.

Bower explains why he discerns in the next 18 months a
measure of tension and apprehension that has not prevailed
since the early 1930’s. He notes the upward push affecting

" the short- and long-term interest rates, and anticipates nar-

rowing gap between government rates and all others as they
both rise which he expects would at first adversely affect

housing and municipals rather

than corporate borrowers. He

observes that this expansion period is'much less liquid than

previous postwar periods; hopes rising interest rates will not

choke off developments important to economic stability—such

as housing; and assumes the upward basic secular trend will
now and then suffer from interruptions.

In retrospect, it is now obvious
that the business recession termi-
nated about the end of the first
.quarter of 1958. By the end of
the third ’
quarter, .thgre y
were unmis-
takable signs
‘of a return to
‘the upward
trend which |
has, in fact,
.econtinued
‘with- so little "
interruption
since the end
of the war. By
the end of last
September,
‘the rate of
-the Gross Na-
‘tional Product
was at an all-time high and by
-the end of 1958 it reached $10 bil-
‘lion above the peak of mid-1957.

While the decline in investment
by business and the liquidation of
inventories were the main con-
tributing factors in .the 1957-58
recession,- the -recovery ean ‘be
ascribed to a combination of in-
‘creases. in consumer purchases,
‘the end of inventory liquidation,
.strong governmental spending, and
heavy . housing construction vol-
ume.

The. outlook for 1959 is  that
most major sectors of the econ-
-omy will. continue moving up-
wards. The one possible exception
that can be observed at the mo-
ment .is in housing and, while
even this sector opened strongly
this year, it is expected that rising
.interest rates and tighter money
-may -slow. it down somewhat in

P. S. Bower

*From a talk by Mr. Bower before the
Regional Meeting of the American Life
C;nvention, Houston, © Texas, April 2,

- 1959,/ >

. now. behind . us,

the latter half, Gross National
Product, which reached $455 bil-
lion at the end of 1958, may
achieve a rate of $480 billion by,
the end of 1959.

The portents of these {igures
are important to the institutional
investor. While we may observe
that the first stages of the recov-
ery from the 1958 iow likely are
we are - also
forcibly aware that our economies
are already well into a period of

- _tight money with streng indica-

tions that this tendency is likely
to continue if not tighten further.

The Dangerous Point of Inflation

It may also be observed that
the recent recession has tended to
increase productivity per worker.
Further, there is some measure of
unused capacity in the major
areas of our nationzl production:
There is also a somewhat discon-
certing measure of unemployment.
All of these should portend lower,
rather than higher, rates of :in-
terest. However, as the year pro-
gresses, it is not unlikely that our
excess productive capacity will be
more fully used and unemploy-
ment shrink. At that.point, the
danger of the inflationary aspects
of our economy will become more
aprarent. Current ¥ederal Reserve
policy, with it effect on the-in=
terest rate structure, must, be
taken as, in fact, already antici-
pating this.

For, as productive capacity be+
gins 10 be used up, producers will
begin to think about (if they are
not already doing so) ‘enlarging
their capacities. Likewise, they
will begin looking (if they are not
already - looking) towards ways
and means of raising necessary
additional capital funds. In addi-
tion, the situation may be aggra-

NEW ISSUE

399,000

- Inter-Mountain Telephone Company
Common Stock-Yoting ($10 Par Value)

Rights, ev.denced by Subscriqlion Warrants. to subscribe for

: vy the Company to its Common
S‘to‘crl\‘llr')“ders. which Rights expired Apry l(})), 1559 at 3:00 P.M.,
J.S.T, Terms of the Underwriting Agreement are more fully et

these shares have been issued

forth in the Prospectus.

.
- Price $15.50 Per Share
Copies of the Prospectus may be. obtained from such ot the undersigned as

are registered dealers In this State.

o o . Courts & Co. . \
Equitable Securities Corporation .

Francis I. du Pont & Co._

Thic aaverfisement is neither an ofter 10 seli nor a solicitation ol ofiers 1o
buy any of these securities, The offering is made only by the Prospecius,

The Robinson-Humphrey Co., Inc. .
Clement A. Evans & Company, Inc. ; Y

Johnson, Lemon & Co.

APRIL 15, 1959

Shal.-esv

. Mason-Hagan, Inc.

Andeqson & Strudwick

- icies involving inventory-accumu-;are; therefore,

" picture, so that cormnmercial banks -the economy the product of so-

" government bonds to meet the in-

. so of refundings, you will at’least’ the period when it is'expected the :

. sures on long-term interest rates, ,government, and municipal spend-

which has been so marked in,the ;

| prave true if the business recov-
¢ ery carries forward into a.period
i of active inventory accumulation’

! Under conditions such-as these, war years. In simple terms, the .

The Commercial and- Financial Chronicle ., . . Thursday, April 16, 1959

vated by the return, which we . From the investment manager’s - In:essence, unless: the . banking

must now expect, to business pol- point of view,

lations. Money is already. tight. with a measure of tension and ap- serves' from: the’ Fed.; it “’Ql—‘]q
How much tighter is.it'likely. to. rehension that has not’ prevailed- seem’ logical fo- assume that 'de-
be if these’ additional ‘demands since the early 1930’s. creasing liquidity. ‘will . tend: to
begin to materialize in the months create additional pressures’on the
ahead? i B e Poliok interest rate structure in the:en-

: L olicies ' , suing months. - - ek N
six%e ‘ivtﬂ}l,eg;fm:e:gg:gentt??}tmteigf On the one hand lies the path CA decline from'the current ]e_ve}
covery was under way, the. Fed- Of, perhaps, much higher interest’ of interest rates 'seems highly im-
eral Reservé has followed a’pol- rates and the accompanying polit-" probable. While this fact may of=
icy, as it calls it, ‘of ~“leaning ical repercussions and demands: fer.a. measure of satisfaction to
against the wind.” This policy has z;t bt_he -Fed::tral tResfervc»must investmentt officers, it must,a:ﬂig %

sulte , ‘eserye’ not be permitted to force upon give rise 1o, some.concern to
resulted in a tight excess yeserve e furttier ristes 2"’-“1 begin
to choke off elements of .economic
"“On.the other hand lies the al- development -important to stabil>
‘ereasing accommodation sought by.-ternative—the. relatively easy, but ity: in the overall -economy, suc}‘;l
‘their regular business borrowers. disastrous, path of inflation. I am. as housing. :
This ha‘(s‘ been the’ picture Sigc?; sure I'voic(_} il._he h_opg (ﬁl every life " Secular Trend ¢
the middle cof-last fall.. Now that insurance officer in both our coun- . P RN -
inventory 'liquidation ; begins - to 1ties;that our people will have the thggé}:ggrmi‘?xsr?unsin;pgigx?e;t a;g{éi 2
give way to inventory’ accumula-:will ‘and. the-fortitude to'support ** i t{lat the rise:in S riteract. -
‘tion, business will either-have“te and 'to sustain those forces which, m(t)e'm' 2 Al hich hegan aboit ~
sell some of -its'holdings of short-“are directing their efforts towards {‘; 475, gen A ati{{ Nt eg_for witeins
term governments purchased last ‘sound currency ‘policies, and that - N hronde it is trie. will coms
year, and/or seek accommodation we will be willing to pay the costs ,tgme. (_)t‘hlcnt . lasmodic’ interrup-
at the lending windows  of “its that such policies demand of ‘us, Oue WIEAGHE SECHOC B BS g
banking connections. I the Fed- rather than' succumb’ to the siren onS, rf'uth ne anle S o py sl
eral Reserve continues its present ¢all of inflation. ‘ ggtiuarﬁi‘fic?alll's;e%icr:soio corgect it
restrictive practices, then -these . In'the next12months, the strug- oo basically upwards certainls;
events are likely to see additional ‘gle between inflationary and anti- 3o "sp 710 4 Gelve months:: %
gelling of governments by 'banks inflationary forces:is almost cer- P;Oi"ccasting”\ the «ﬁrobable' trehd )
as well as business, as‘conditionstain to increase.: Federal Reserve e g " cfo ™ oikat particularly
continue to improve which seems.-pplicy, which at the nlloment' may* 3 39 = i
to he the general expectation: appear to-many people to be too" [: i L RO T

A continuation. of current Féd- -tight,could seem. insupportable it S0 18 O e LAY thibK .
cral ‘Reserve policy, with' the de-:-business :conditions improve  rap- ¢ is_generally felt that at present
velopment of circumstanees I have ddly.”. i 1aF L levels. the - quotations are gener=
just mentioned, could put-addi- .~ The:effect on interest rates, par- -6ﬁ§1§'ﬁ;g‘cdmﬂm’g‘a"féitlyjopﬁmis'.
tional strains on the pricc struc- -ticularly'ongovernment securities, tic" level of. corporate” earnings
ture of the bond market. Into.this is Jikely to be more dramatic than gyer the year, as: well as some=
scene there must, however, be in- on the interest structure in other thing ‘for, the general conviction
troduced the disquieting.aspect of -sectors of .#he cconomy, with the that inflation. has. not.yet been
further federal deficits, combined . gap between government rates and. brought fo an’end.: Nevertheless,
with the obviously. increasing re-- all -others tending to ‘narrow, and ‘{jose forecasters who, five years -
luctance of bond.buyers?to jump, both, perhaps, continuing to . rise. ago, gleefully forecast’ﬁoo by 1960
into a financial sca asidisturbed, It is this distinct possibility which " aya’ equally ~enthusiastic in. pre%
and as unfathomable as".tliis ohe- gives rise to the feeling thatthe dicting 1000 . for' the -Dow-Jones
appears to be at the moment. volume of new housing starts may averages by. 1965. ‘ 7

turn down later on:in the year. It gy myself. all T can say is thaft

Ildpcs We Support Sound

generally have’ bad to liquidate increasing a'burden.

Ominous Debt Management
Problem - the . economy may’ be adversely
In fact, the whole picture: wjth affected, but.corporate b‘orrowex'S‘
respect’ to future government:fi-, 8re. not.likely . to .be  affected as.
nancing is not without. ominous -unfavorably:as. early, perhaps, as
implications. Many of you, L. am’-the housing industry.or’the mu-
sure, plot the probable: financing” nicipalities. .. Bl 1 '
requirements of the Federal’ Gov- O e ISP "
ernment, in a -more precise map- . rhmﬁhuld t.);? e 1960:3 ' convictions: which; have 'sustained
ner than do I. If you have:any We are now on -the threshold of "ys''in ‘the - past, there is no"sure =
quarrel ‘with my projections for-the 1960s —.that magical perio’" haven'to:which; as!investors, we °’
the balance of the current’year, which holds se- much specuiation“coyld run ‘and protect adequately -~
of roughly $10 to $11 billion'of and interest inthe:contemplation -the':funds ‘entrusted . tovour- ‘careé.
cash offerings and $13 .billion: or, of many of our forecasters.” It is Tj-the direction’ of our: inherited ..
confidence, " the* 'future - beckons
5 ; harii with as-much:promise’and hope as
This “stems’ to make. their biggest impact upon has ever been aceorded the human

‘American: economy .are ‘over. \_fl‘h((é :
possibilities’ under the free enter=

‘cratié: conditions; dre” inéxhaust- "
ible and the horizons unlimited.
“Furthet; if - we’were to lack’ confi-
 “dence-in:‘ourselves- andthe great

agree that the requirements;are' so-calied. war babies will ‘begin,
going to. be large.

partly from the heavy reliance;in oul- economies in their demands . heart. Surely, our investment pol= v

last yeat’s Treasury financing, onsfor higher:education, housing, au-jsies'should ‘continue’to be predi- :
maturities of one year or 1¢ss; and . toinobiles . a nd, -generally, ‘con-+ gated upon a“generous. participas -
the nced to finance a seasonal déf-' sumer: capital goods -of all kinds. tjon in - the *inevitability: of an -
icit for the last half of the current. Barring-another:war, there éxpanding future. s
year of the order of '$6 10" $7 seems to-be little reason to dis- - . o

billion: ) count such enthusiasm, although : Q .
From the pattern of tlle-,fil‘]a!]c:‘_,even.~the'mo'sh incofrig,ible opfi- : wagllel', SIOH GOI d
. L) <
- To Admit Partners .

ing announced in the latter.part  mist will concede the possibility
of March, it seems clear. that.the of recurring corrective -periods.
Treasury is still determined to try EVvery analysis-and forecast sug- gy : y
io lengti‘;en the debt and will taki gests, thercfore;. increasing pres- stx:tgnlc\rléwSt?{E)trlfL C(ig" %gcff{)%"’}‘; i
advantage of every opportunity it :sure. on, our capital resources as- £ the New York Stock YExchange"
can. This can hardly be régarded : the next:few years progress. In- 2 Me 1st, will admit W. Wilson
as bullish for the market on me-_ dustrial needs alone could be tre- f;" 1d i Joseph P.-Shea, and John
dium and longer-term . govern- mendous. - Nor:is: the insatiable: F(’) Hen’ _(ZSCP - '1. 1] z’n:‘atnershi'
ment bonds. Consequently, pres- appetite [of government, -quasi-: 1> ;520 10/ B ol o traitod
4 -and J. Marshall-Booker to limited
for this reason alone, would seem €rs likely to grow less. In fact,
to have an upward bias. lnun;ckllpal capital expenditures
- have hardly, even now, kept up
In the short end, conditions. may with . the “accelerating - speed .of "
be expected to be even more un- {echnological and social develop--
settled unless the Federal Reserve ments, It is difficult to believe
gé’rrlfp;“’:d to coungenagll]ce afairly ‘that these groups will need less,"
suppl§' ';‘ﬁ‘érecgzgc;tr;' of the non.rather-than much more, in the

future. i :
bank sector of the economy toab- - - i ; .. .. .Investment Co.; -Inc.,- Barbre-As-
sorb short-dated Treasury issues, The.recovery, which started in ’ :

the spring bf 1958 it is held, may - ¢ Finance-Co. Building.

‘ : > ‘well - continue, therefore, with A . -
?lirsltiig‘gglfrls? oélél;tsélg?}s, %Ssﬂ,)llﬁ ~miror interruptions into the 1960s. Erwin »Adds to. St_aff s
: s i y : (Special to Tae FINANCIAL, CHRONICLE)

. - Notes Less Liquidity -~ pypgam’ N, C.—Leighton E.-
I have already suggested that Johnson: has been added ‘to the
by corporations. Buying of treas- the  conditions. under ‘which .the -staff of Erwin & Co., Inc., Trust

members of -the New. York Stock
Exchange. :

With Southern Investment
(ébcclal_ to THE me;m; CHRONICLE) |

- KINSTON, :N.. C—Thomas W. -

.Dickens: is: now. with: :Southern

uries is likely to give way to lig- economy embarked upon this Building.
}I{idation which, when added to the latest upward surge are substan- :
reasury’s cash needs, may - well - tially different:to those of - other s A
impose a real strain on.the banks. expansive periods of recent. post- Joins J. Stur g1s May
(Special to THE F_m.mcm_ CHRONICLE)
any basic movement of interest:whole financial structure is much HIGH POINT, N. C.—Cornelius
rates at the short end mdy be.ex-less liquid. This is obvious in the K. Rand-has joined the. staff of
pected also. to be :in.an.upward " current level .of interest rates and J. Sturgis May & Co., Security
direction. . o © © ° -thestructure of bank portfolios.” National Bank Building.

» - T

the.next.18 months" system’ - a¢quires: _addi.tional' . Tes o,
probably. charged. sources in the form:of-further re= - .

over - relatively. short: périods; of ;...

* is” also true that ‘other-aspects of "1 5 ‘not 1hink. the “days of:the -

prise ‘system, .under’stable’ demo- *.

partnership in-the firm. -All are -
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New Issue

$60 161, 000

Commonwealth of Massachusetts-
3%% Bonds

Dated February 1,1959  ° ’ SE o ' - Due February 1, as shown

Principal and semi-annual interest (February 1 and August 1) payable at Bankers Trust Company, New York, N. Y., at The First National Bank of Boston,
Boston, Mass. or at The First National Bank-of Chicago, Chicago, Ill. Coupon bonds in the denomination of $1,000.,
exchangeable for fully registered bonds in multiples of $1,000. but not interchangeable.

Interest Exempt from Federal‘and Massachusetts Income- Taxes under present laws

+ Legal Investment, in our opinion, for Savings Banks and Trust Funds in New York, Massachusetts and
certain other States and for Savings Banks in Connectlcut

These bonds, to be lssued for Capital Outlay, Veterans’ Services Loan, Highway Improvement, Drainage and- Flood Control Sewerage
and Water purposes, in the opm1on of the Attorney General will constitute direct general obligations of the Commonwealth
of Massachusetts for the payment of which the full faith and credit of the Commonwealth will be pledged and for
suchr purpose the Commonwealth will have power to levy unhmlted taxes on all the taxable property therein. '

AMOUNTS, MATURITIES AND PRICES

© (Accrued im:reu to be added)

= . " To Yield 3 . To Yield ; ) ‘
Amount Due * To Yield Amount Due or Price Amount Due  orPrice . Amount Due To Yield

$2,649,000 1960 - 2.00%. - - -$2,499,000 1973 3.30% $739,000 1985 100 . . $129,000 -1997 3.65%
2,649,000 1961 2.20 . .. 2,499,000 1974 . 3.30 739,000 1986 100 129,000. 1998 3.65
2,649,000 - 1962 2.40 2,499,000 ‘1975 3.35 739,000 1987 3.55% - 129,000 - 1999 3.65
2,649,000 1963 2.60 12,499,000 1976 3.35 739,000 1988 3.55 . 29,000 2000 3.65
2,524,000 - 1964 2.70 . 2,499,000 1977 = 3.40 688,000 1989 3.55 29,000 2001 3.65
2,524,000 1965 . 2.80 .. ©2;499,000 1978 - 3.40 . . 214,000 .1990 3.55 . 29,000 2002 3.65
2,524,000 1966 < 2.90 2,500,000 1979: 3.40 214,000 1991, 3.60 * 29,000 2003 3.65..
2,524,000 1967 - 3.00 740,000 - 1980 - 3.45 214,000 -1992 3.60 29,000 2004 3.65
2,524,000 ‘1968 ° 3.05 ‘. 739,000 1981 - 3.45 214,000 1993 3.60 29,000 2005  3.65
2,524,000 -1969 °3.10 -~ "< 739,000 1982 3.45 214,000 1994 3.60 29,000 2006 3.65
2,499,000 .,1970 .-3.15 .. .- 739,000 1983 100 214,000 1995 3,60 ° 29,000 2007 3.65
2,499,000 . 1971 : 3.20 - ’739,000 1984 . 100 129,000 11996 3.65 29,000 - 2008 - 3.65
2,499,000 11972 -3.25. 5 - " ‘ ‘ : 29,000 2009 3.65

These bonds will be mmally issued by the Ci 1th of A 1 ts at not less than their par value, and a uxnblc gain may accrue on bonds purchased at a discount.
Invcltars are r:qu:red under existing regulations to amortize any premium psud thereon.

When, as and if issued and received by us and subject to ‘approval of legality by the _Attorney General of the Commonwealth of Massachusetts.

Bankers Trust Company - The Chase Manhattan Bank The First Nahonal City Bank Thansl National Bank - Lehman Brothers The First Boston Corporation  Halsey, Stuart & Co. Inc.  Phelps, Fenn & Ce.

of New York of Chicago

Chemlcal Corn Exchange Bank  Guaranty Trust Company Blylh &Co,; lnc Harriman Ripley & Co.  Smith, Barney & Co. Salomo_n Bros. & Hutzler - Goldman, Sachs & Co.  Harris Trust and Savings Bank

of New York -. .. Incorporated

Continental Illinois National Bank and Trust Company * * The Northern Trust Company - C.).Devine&Co.  Eastman Dillon, Union Securities & Co. ~ Glore, Forgan & Co ‘Kidder, Peabody & Co.

of Chicago

. Drexel & Co.  Merrill Lynch, Pierce, Fenner & Smith White, Weld & Co. Tho Philadelphia National Bank ~ R.W. Pressprich& Co. ~ L.F. Rothschild & Co. ~ Blair & Co. - The First National Bank

Incorporated X . Incorporated | of Boston

Mercantile Trust Company . Seattle-First National Bank - - * Ladenburg, Thalmann & Co. Bear, Stearns & Co.  Carl M. Loeh, Rhoades & Co.  F.S. Moseley & Co.  Shields & Company
Stone & Webster Secnrihes Corporahon -Paine, Webber, Jackson & Curtis . The Flrsl National Bank The Boatmen’s National Bank A C. Allyn and Company  Equitable Securities Corporation

~ of Oregon of St. Louis " * " Incorporated

B.J.VanIngen & Co.Inc. G.H. Walker & Co. - Homblower & Weeks Hemphlll Noyes & Co.  Dean Witter & Co. - Barr Brothers & Co. Coﬂin &Burr  Dick & Merle-Smith Adams, McEntee & Co., Inc.

Incorporated

Bache& Co. .anler&(',ompany .~ Francis1, _duPon_! &Co. - A.G. Becker & Co. - Hallgarten & Co. J C.Bradford& Co. | Braun, Bosworth& Co.  Geo. B. Gibbons & Company ~ Kean, Taylor & Co.

~Incorporated Incorporated Incorporated

- Alex. Brown &Sons " Firstof MichiganCorporolion‘ ‘ Clairk , Dodge & Co. - Dommlck& Dominick Slroud&Company Estabrook&Co. ~ “IraHaupt&€o.  Schoellkopf, Hutton & Pomeroy, Inc.

Incorporated

l Hayden,Slone&Co Hirsch&Co."  Laidlaw &£o W.H. Morton & Co. W.E.Hutton&Co.  The Marine Trus Company Laurence M. Marks & Co. Reynolds &Co.  R.S. chkson&Company-

Incorporated of Western New York Incorporated

Roosevelt & Cross Shearson, Hammill & Co. 'larlmess& Hill . City National Bank & Trust Co. ~ F. . Smithers & Co. ' Weeden & Co. ~ Tucker, Anthony & R. L. Day ~ Commerce Trust Company =

Incorporated 4 lncérporated ' - - Klmu City, Mo. Incorporated Kansas City, Mo.

Wood, Struthers & Co. 'Gregory & Sons | The Oliio Company - Bacon, Stevenson &Co.  Wm.E. Pollock & Co., Inc. + Fitzpatrick, Sullivan & Co.  E. F. Hutton & Company  J. A. Hogle & Co.
Chas E. Weigold & Co.  Bacon, Whlpple & Co ) Roberl W. Baird & Co. Baker, Watts & Co. William Blair & Company R. H. Moulton & Company Branch Banking & Trust Co.

Incorporated - +, Incorporated 4 Wilson, N. C.

Laird, Bissell & Meeds Eldredge &Co. Barlow Leeds & Co. King, Quirk & Co. ~ Rand & Co.  Townsend, Dabney and Tyson ~ Spencer Trask & Co.  Fidelity Union Trust Company

Incorporated *  Incorporated . ! Newark

National State Bank - Blunt Ellis & Simmons . .~ Courts &Co. . Tripp & Co,, Inc. First Southwest Company McCormick & Co. * - = A M. Kidder & Co., Inc.

Newark

Rockland-Atlas National Bank _R.D. White & Company ."Wood, Giindy & Co., Inc. *  Third Pialig"llnall Bank  Wachovia B:vnk ands 'Erusl Company Robert Winthrop & Co.  J.R. Williston & Beane
of Boston in Nashville inston-Salem .

Arthur L. Wright & Co, Inc. George P Fog; &Co.  Chace, Whiteside & Winslow,dnc. ~~ Lyons & Shafto Clayton Securities Corporation - Loker, Sparrow & Co. ~ = White & Company

Incorporated

April 15, 1959, “ 3 Statements herein, while not guaranteed, are based upon information-which we believe to be reliable.
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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:

Amou, Baker Real Estate Bond & Stock Averages—Compara-
tive figures—Amott, Baker & Co., Incorporated, 158 Broad-
way, New York 38, N. Y.

Burnham View — Monthly Investment letter — Burnham and
Company, 15 Broad Sheet New York 5, N. Y. Also avail-
able 13 current Foreign Letter,

Electric Utitities—List of issues which the firm considers in-
teresting. for growth—Carl M. Loeb, Rhoades & Co., 42 Wall
Street, New York 5, N. Y.

Green Light for the Railroads—Study of the outlook~Ed\\ ards
& Hanly, 100 North Franklin Street, Hempstead, N. Y.

How to Get Rich Buying Stocks—Dr. Ira U, Cobleigh—David
McKay, Inc., 119 West 40th Street, New York, N, Y.—$2.50.

Inside Story of Outside Help—Booklet on services offered—
Ebasco Servxces Incorporated, Dept. V, 2 Rector Street, New
York 6, N. Y.

Investment Fa,cts——T'\bulatlon of 334 common stocks listed on
New York Stock Exchange which have paid quarterly cash
dividends from 20 to 95 years—New York Stock Exchange,
11 Wall Street, New York 5, N, Y.

Japanese Construction & Engineermg——-Analysm with particu-
lar reference to Taisei Construetion Co., Ohbayashi-Gumi
Ltd. and Nippon Hodo—The Dalwa . Securities Co. Ltd., 8,
2-Chome Otemachi, Chiyoda-Ku, Tokyo, Japan.

Japanese Stocks—Current Information—-—Yamalchx Securities
Company of New York, Inc;, 111 Broadway, New York 7,
New York.

. Japanese Warehouse Indusiry — Survey — Nomura Securities
Co., Ltd., 61 Broadway, New York 6, N. Y. Also in the same
monthly report are discussions of 'the 10 Japanese stocks
considered: favorites for 1959 and data on Daiichi Bussan,
Mitsubishi Shoji and Marubeni-Iida.

Leading New York City Banks—Comparison as of March 31—
A. M. Kidder & Co., Inc,, 1 Wall Street, New York 5, N. Y.

New York- City Bank- Stocks—Comparlson and analys:s for
first quarter of 1959—Laird, Bissell & Meeds, 120 Broadway,
New York 5, N. Y. Also available is a study of the economy
at the first quarter’s end:

Oppeortunities Abroad—Bulletin on British American Tobacco
Co., Canadian Pacific Railway ‘Co., Electrical & Musical In«
dustries. Co., Massey ' Ferguson, Ltd. and Shell Transport &
Trading Co.—Bache & Co., 36 Wall Street, New York 5, N. Y.

Over-the-Counter Index—JFolder showing an up-to-date coms= < °

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 20-year period ~—
Nagor;?l Quotation Bureau, Inc., 46 Front Street, New York

Treasure Chest in the Growing West—Brochure giving details
on mdustnal opportunities in the area served-—Utah Power
& Light Co., W. A, Huckins, Dept. 15, Salt Lake City, Utah,

Abbott Labomtones—Analysxs—-Glore, Forgan & Co., 40 Wall
Street, New York 5, N. Y.

Amerlcan Greetings Corp —Analysis—Cohen, Simonson & Co.,
25 Broad Street, New York 4, N. Y.

American Hardware Corp. — Survey — Abraham & Co., 120
Broadway, New York 5, N. Y, Also in the same cir cular are
surveys of Canadian I’aclﬁc Railway and Champion Spark
Plug Company.

American Pipe & Construction Company—Analysis—Hill Rich-
ards & Co., 621 South Spring Street, Los Angeles 14, Calif.

American Steel Foundries — Bulletin — Halle- & Stxeghtz, 52
Wall Street, New York 5, N. Y.

American 'I‘elephone & Telegraph Company—Report—David
J.-Greene and Company, 72 Wall Street, New York 5, N. Y.

For financial institutions

Recent New Issues—

*FXR, INC.
THOMAS & BETTS - ELECTRO-VOICE
ARVIDA CORP.  BORMAN FOODS

FIRM MARKETS

*Prospectus on request

Troster, Singer & Co.
Members New York Security Dealers Association.
74 Trinity Place, New York 6, N. Y.
HAnover 2-2400 Teletype NY 1-376; 377; 378

it

~
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American Telephone & Telegraph Company——-Report——Reyn-

olds & Co., 120 Broadway, New York 5, N, Y. Also avail~
able are reports on Industrial Acceptance Corp, and Dorr
Oliver Inc.
Arundel Corporation—Report—The Milwaukee Company, 207
East Michigan Street, Milwaukee 2, Wis, Also available is a
study of Wisconsin Mulucipal Bonds with tax-free yield and
a report on Siemens & Halske A. G.

Beecham Group Ltd., A. D. R—Review—Alfred L, Vanden
Broeck & Co., 55 Liberty Street, New York 5, N. Y,

Bergstrom Paper company——-AnalySJS—A G. Becker & Co.
Incorporated, 60 Broadway, New York 4, N. Y,

Botany Mills, Ine.—Analysis—H. Hentz & Co 72 Wall Street,
New York 5, N. Y.

Budd Co.——Mcmorandum—-Blan & Co., Incorporated, 20 Broad
Strecet, New York 5, N, Y.

Callforma Water & Telephone Company — Annual report —
California Water & Telephone Company, 300 Montgomery
Strect, San Francisco 4, Calif.

Consolidated Foods Corporatxon—Ana]ysxs—-Ira Haupt & Co,,
111 Broadway, New York 6, N, Y.

Continental Commercial (,orp.—-Memm andum~—Moore, Leonard
& ‘Lynch, Union Trust Building, Pittsburgh 19, Pa.  Also

veilible is a memorandum on Diebold, Inc.

Looper Jarrett—Analysis—Weingarten & Company, 551 Fifth
Avenue, New York 17, N. Y.

Eastern Shopping Lenters, Food Fair Properties and Wrigley
Properties — Comparative report — Darius Incorporated, 90
Broad Street, New York 4, N. Y.

LEvans Products- company—A11q1y51';~Hayden Stone & Co., 25
Broad Street, New York 4, N. Y. Also available are reviews
of Pepsi- Cola, Radio Corporahon of America, Standard Rail-
way Equipment Manufacturing Co., American  Tobacco,
Sealed Power Corporation, Niagara Mohawk and Acme Steel.

E vans Products Company — Report — Thomson & McKmnon,

2 Broadway, New York 4, N. Y. Also available is a report
on Atlantic Coast Line Railroad

Fannie May as a Trust Investment—Reprint of an mtlcle—— e

New York Hanseatic Corporation, 120 Broadway, New York
5,. New York.

Pnltrol Corp.—Data—du Pont, Homsey & Company, 31 Milk
Street, Boston 9, Mass. AIso in the same circular are data
on Yale & Towne, Joy Manufacturing and Kelsey Ilayes.

Garrett (An'p.——Anqusw——Newburger, Loch & Co., 15 Broad
Street, New York 5, N. Y.

Gulf, 0il Corporation—Annual report—Gulf Oil Corpora’uon
Room 1300, P. O. Box 1166, Pittsburgh 30, Pa.

Tlouston Corp ——Memorandum—Dempsey-Te"eler & Co., Hous-

ton. Club Building, Houston 2, Texas.

owe Sound-——Memolandum—Woodcock Hess, Moyer & Co.
Inc;, 123 South Broad Street, Pluladelphla Pa.

Initerstate Bakeries Corp.—Mcmorandum——Bateman Eichler &
Co., 453 South Spring Street, Los Angeles 13, Calif.

Towa’ Public Serviee Co.—Memorandum—A. C. Al lyn & Co,,
122 South La Salle Street, Chicago 3, Ill.

Kerr-McGee Oil Industries, Inc.——Analysis«—Shearson, Hammill .. -

& Co., 14 Wali Street, New York 5, N. Y.

Lanier Alrcraft Corp.———RLpnnt from Flight Magazine describ- -

ing Stol Pamplann—B
Street, New York 5, N. Y

Long Point Gas & Oil lexted—-Report-—Doherty Roadhouse &
Co., 335 Bay Street, Toronto, Ont., Canada.

Macco Corporatiou-——Analysnc—Le'Non & Co., Inc.,, 39 South
La Salle Street, Chicago 3, Ill. Also avallable is a report on
Norris Thermador Corpora(ion.

McDonnell Aireraft Corporation — Report — A, G, Edwards &
Sons, 409 North Eighth Street, St. Louis 1, Mo. Also avail-
able is a report on Bnctaphone Corp.

Oklahoma Gas and Electric Company—Annual report—-OkIa-
homa Gas and Electric Company, 321 North Harvey, Okla-
homa City 1, Okla.

Olin Matlueson Chemical Corporatlon—An'\lyms—Sprayregen
& Co., 26 Broadway, New York 4, N

Pan American Sulphur Company-Bulletm—De Witt Conklin
Or g,anlzatxon 120 Broadway, New York 5, N. Y.

Pan American World Airways, Inc.—-Analyms—Purcell & Co.,
50 Broadway, New York 4, N. Y.

Ryan Aeronautical Co —Report——Dean Witter & Co., 45 Mont-
gomery Street, San Francisco 6, Calif.

St. Regis Corporation—Data—M. J. Reiter Company, 60 Wall
Street, New York 5, N. Y, >

Somﬁwcetem Electric’ Service Company — Annual report —
Southwestern. Eleetric Service Company, Mercantile Build-
ing, Dallas, Texas.

Square.D Company—-—Report—Schweickart & Co., 29 Broad-
way, New York 6, N. Y.

S. Lichtenstein & Company, 99 Wall

Union Trust Life lnsurance Co. —Analyals-—Loe\VL & Co. In- -

corporated, 225 East Mason Street, Milwaukee 2, Wis.

Washington Steel Corp. — Memorandum - Sihger, Deane & .

Scribner, Union Trust Building, Pittsburgh 19, Pa.
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COMING
EVENTS

In Investment Field

April 29-30-May 1,
Louis, Mo.)

St. Louis Municipal Dealers

Group annual spring party at

the Sunset Country Club. :

May 1, 1959 (New York City)
Secuuty Traders. Association of
New York 23rd annual dinner
at .the Waldorf-Astoria.

May 14-15, 1959, (Nashville, Tenn.)
Security Dealers of Nashville
Annual party at Hillwood Coun-
try Club and Belle Mead Coun—
ny Club.

May 15, 1959 (Baltimore, Md.)
Baltimore Security Traders As-
sociation ‘'24th annual Spring
outing at Country Club of
Maryland.

May 15-17, 1959 (Los Angeles,
Calif.)
Security Traders Association of
Los Angeles summer party at
the Biltmore, Palm Springs:

May 19-20, 1959 (Omaha, Neb.)
- Nebraska Investment Bankers
Association annual field day.

May 25-26, 1959 (Milwaukee, Wis.)
Association of Stock Exchange
Firms Board of Governors meet= -
ing at the Pfister Hotel.

June 5-7, 1959 (San Francisco,
Calif.)
~ San Francisco Security Traders
. Association.. at the Santa Rosa
Flamingo Motel, Santa Rosa,
Calif.

June 8-11, 1959 (Alberta. Canada,)
" Investment Dealers’ Association
of Canada annual convention at
Banff Springs Hotel.

June 11, 1959 (Boston, Mass.)
" Boston Securities Traders Asso=
- ciation . summer ‘outing ‘at the
-Salem Country Club. .

June 12, 1959 (New York City)
Municipal Bond .Club of New
York Summer outing at West-
chester Country Club.

June 12, 1959 (Philadelphia, Pa.)
Investment Traders Association
of Philadelphia Summer outing

- at the Overbrook Country Club.

June 18, 1959 (Minneapolis-St.
Paul, Minn.)

Twin Cities Bond Club 38th
annual picnic and -outing at
White Bear Yacht Club, White
Bear Lake, Minn. (preceded by
a cocktail party June 17 at the
Nicollet - Hotel, Minneapolis).

1959 (St

— HOWTO —
GETRICH

BUYING
STOCKS

Just published! By 1RA U, COBBLEIGH, Col-
umnist, Commercial and Financial Chronicle
Your exciting guide to
the 60 profit-laden stocks
for the surging €0's.

" ONLY $2.50 at your bookstore,-or-postpaid from

David McKay Co., 119 W. 40th St., N. ¥, 18, N. Y.

LAMBORN & CO., Inc.
99 WALL STREET
NEW YORK 5, N. Y.

SUGAR
Raw — Refined — Liquid
Exports—Imports—Futures

DiIgby 4-2727
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Consumer Attitudes and
 Instalment Credit

By PROFESSOR GEORGE KATONA*

Program Director, Survey Research Center
University of Michigan, Ann Arbor, Mich.

Country's foremost 'exp‘er“f on_consumer buying plans states
that instalment credit is not the economic motor responsible

for expansion or contraction of purchases. Dr. Katona’s paper,

covering - the function performed by instalment credit.in our

economy, also surveys: (1) some economic beliefs held by
people; (2) question as to whether consumer wants have be-
come _satiated; and (3) whether government should regulate
consumer instalment credit. Dr.. Katona avers you: canmot -
blame the 1958 decline on the extent of consumer  debt nor -
claim there was an' insufficiency of purchasing power. Re-
covery depends not only on plentiful credit, he says, but also- -
on optimistic expectations regarding personal financial pros-
pects; course of the economy, and assortment and pricing of
. goods. He sees some improvement in optimism but finds the
present attitude towards prices to be unfavorable.

In order to. understand the
function of instalment credit in
today’s American society, it is
" necessary to' study instalment
buying in. a
. broad per-
- spective. I

shall begin by

asking the
following:
questions

What are the

major factors

which have
characterized:
the American
economy dur-

ing the past 15

years? These

were prosper-
ous years,
even though

' pccasionally interrunted by reces-
sions. In-describing them, I shall
try to summarize the underlying
attitudes of-the ‘American people,
rather than present any of the
well known statistics about the
increase in GNP, production, or
retail sales, Detailed personal in-
terviews with representative sam-
ples of the American population,
carried out by the Survey Research
Center several times each. year,
disclosed certain major features
which characterized the climate
during the decade following
World War 1L

No Fear of Depression

First, people believe that a
severe depression no longer
threatens us. They are convinced
that the great depression of the
30’s and years of stagnation with
high levels of unemployment can-
not recur again. “We have learned
"how tc avoid a depression,” they
say. They do not think that it was
the war, or the large expendi-
tures on rearmament in the post-
war years, which brought about
high production and good times.
On the contrary, the majority of
people associate international con-
flict with danger and high taxes,
and believe that it is detrimental

%

George Katona

' “‘to ‘good times, which .mean to

them a rising standard of living.
How depressions can be avoided

" is far from clear to most people,
but they have faith in the govern-

" . ment’s ability to do so and also

have confidence in business pol-
icies. Most people belicve that
‘ today competitive American busi-
ness is interested in high levels
of production and in- ‘mass dis-
tribution ¢f improved consumer
goods. : ’
Second, cverwhelmingly p(_eol?le
have been confident and optimis-
tic regarding their personal: {i-
nancial prospects. During World
War II most families accumulated
some liquid- assets, and after the
war ‘they:- became accustomed to
steady increases in incomes. Tlxe
belief became prevalent that in-
come could not go down and over

*An address by Dr. Katona before the
National Instalment Credit Conference,
sponsored by the American Bankers As-
seciation, Chicago, I, March 10, 1959.

a span of several years must go
up. - &% :

Of ‘course, ' inflation . did take
place during the past 15 years,
But people do not view  their

_higher incomes as the result of, or
a compensation for, higher prices.-

Most people think that their ris-
ing incomes represent what is stue
them. They consider inflation, an
unfavorable developiment because
it detracts from the enjoyment of
the fruits of their labor.

Finally, confidence in personal
financial progress and trust that
there will be no depression have
made for concern with the good
things of life. Striving for higher
living standards is' expressed ‘in
desires for better housing, better
transportation, more comfort in
housekeeping and for a’ variety of
cherished leisure-time activities
which cost a great deal of money.
Young 'Americans- decided to
marry early, to have several chil-
dren in the early years of mar-
riage, to bring up their’ children
in nice neighborhoods, and to
have a variety of expensive du-
rable goods at the same time.

Doing the Impossible

Two major questions arise.
First, how was it possible for mil-
lions and millions of families to
have accomplished all this? Sec-
ondly, having accomplished much
—that is, having bought houses,
cars, TV sets, refrigerators, wash-
ing machines, etc.—did the Amer-
ican families become saturated?

As to the first question: It seems
that not only do expenditures de-
pend on income, but income also
depends on consumer needs. Need-
ing and wanting expensive things,
people have worked hard for
higher incomes. Millions of hus-

-bands have held second jobs, and

millions of wives have returned to
work after their children grew up.

Most importantly, however, in-
stalment buying has helped. Buy-
ing on instalment has hecome in-
creasingly popular., Some older
people still have misgivings about
being in debt or are concerned
with the cost of ,borrowing. But
most younger people maintain
that things- should be paid for
while using them.

Instalment buying is particular-
ly frequent in certain stages of
the life cycle. Among younger,
middle-income families with chil-
dren, 70 to 80% were found to
have had instalment debt -in the
years 1954-57. In addition, in-
stalment buying is associated with
an upward trend in income. Year
after year we find that more of
the families who had an .income
increase and more of the families
who expected an income increase
had instalment debt than families
with stable income or unchanged
income e;&ectations. In the 30’s,
economists theorized that there
ought to be a fairly long time lag
in the adjustment of consumer
expenditures to income increases.
Not so in the 50’s! When income

went up, and even earlier when

income . was  expected- to go up;:

people hastened to acquire’ goods

..which make for.a better living
‘ standard. “What they" expect to

make in- the ‘future,” rather “than
what they make today, is used as
the basis ' for -calculating how
large' ‘monthly- - payments - they
could afford to make. . = ' .7

* Are Consumers Wants Saturated?”

But this pfoceés cannot go on,
this' is how some experts argue.

. They say.that the American peo-

ple have over-bought: and - are
over-burdened. Being saturated,
they will be interested:in saving
rather than spending, and the eco-
nomic climate during.the next ten.
years will differ from-that. of. the
past ten years, Let us study this
argument, 3 i

Simple biological needs — hun-
ger, thirst—are saturated by being
gratified. But regarding social
needs; a different situation: may
prevail. The more we aehieve, the
more we want. Levels of aspira-
tion' rise: with - accomplishment.
This has been the case over the
past 15 years. American ramilies,
having bought a new house and a
variety ‘of durable goods, felt the
need for still better housing and
more and better durable. goods.

Studies carriéd out in the spring
‘of 1958, during the worst months
“of the recession, -indicated “that
there was no depletion of con-
sumer wants. At a time when the
frequency of- buying plans, espe-
cially for automobiles, was very
low, people in general expressed
similar desires and needs as in
previous prosperous years. (This
was true even regarding automo-
biles; especially desires for a sec-
ond car were widespread.)

Can’t Blame 1958 Decline on
¥ ; Credit

' Nor can the 1958 decline in pur-
‘chases of . customer ‘durables be
explained by arguing that the
American people had. been over-
burdened by debt. The debt-in-
come ratio, which rose greatly in

1955, did not increase further in
1956 and.. 1957, and declined
in:1958. Finally, the well known

-fact that national. income was
fairly stable from the fall of 1957

to the fall of 1958 contradicts the
notion that the recession.of 1958
could be attributed to insufficient
purchasing  power. . How. can .we
then account for the sharp-decline
in consumer demand for durable,
goods, and how. can we under-
stand it in view of the theory of
levels of aspiration? i :

We raise our sights only when
we are confident and optimistic.
When we are pessimistic, insecure,
or doubtful about the future, we
lower our sights. Saturation is an
attitude. Failure and frustration
make for a feeling of saturation,
and pessimism for a postponement
of satisfying our needs.

In 1957 ~and. 1958, optimistic
views and feelings gave way to a
notion of uncertainty and caution.
Pcople became convinced that
times were not good for buying
automobiles and durable  goods.
Resentment of high prices, cou-
pled with- doubts and worries
about employment and prospects,
made for a sharp deterioration in
short-term expectations ‘But in-

stalment credit cannot be blamed"

for the recession; and the previous
large-scale purchases, made pos-
sible by instalment credit, - are
likewise not responsible for the
downturn. . ’

Credit Is Not the Economic
Motor

In order to have full recovery
—which. has not yet taken place
in consumer durable goods — and
in order to resume the growth of
our economy, we need easy access
to plentiful credit; but it alone
does not suffice. 'We need opti-

mistic expectations regarding per--

sonal financial prospects and the
course of the economy, as well as
a positive evaluation of buying
conditions resulting from the be=
lief that the right assortment of
goods is available at the “right”
prices. In one respect—optimism
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or pessimism—there has been im=
provement. over- the - last few
months ‘even though the scars of

.the recession of 1958 .are far from

healed. .In the other respect—at-

‘titudes toward prices—the situa-

tion  is far from’ favorable; many
people have been -disappointed
that the recession and the consid-~
erable unemployment were -asso-
ciated with a rising price trend.
Instalment debt is too high and
burdensome, when “incomes fall—
we should remember that millions
of faniilies suffered a decline in
income in-1958—and’ when' pras-
pects are not good. Instalment
debt is not too high and stimu-
lates purchases when people have
confidence in' the future and are
optimistic. Instalment eredit rep-
resents - a necessary- method  for
satisfying needs, but it is. not the
motor responsiblé for expansion
or contraction of purchases. In-
stalment credit need not be regu-
lated by the government; most of
the time, most people exercise
self-regulation by calculating the
monthly charges they can afford
in relation to their. prospects as
they see them. 3

Harriman Ripley New

‘San Francisco Branch

SAN FRANCISCO, Calif —Har-
riman Ripley & Co..Incorporated,
underwriters and' distributors of
investment securities, have an-
nounced the opening of an office
at 1428 Russ Building, under the
management of Charles W. Cobb,
Vice-President.- : 4

Associated with Mr. Cobb in th
management of the new office are
Philip G. Turner ‘and Paul W.
Cowan.

Headquarters of Harriman Rip-
ley & Co. Incorporated are located
at 63 Wall Street; New York, and
branch offices, in addition to San
Francisco,” are’ in -Boston, . Phila-
delphia, Chicago, Cleveland, De-
troit and Reading, Pa. -«

ca e S

Dated April 15, 1959

Blyth & Co., Inc. -
Goldman, Sachs & Co.

April 16, 1959

Drexel & Co.

Metrill Lynch, Pierce, Fenner & Smith

Incorporated

$22,000,000

Philco Corporation

4%% Convertible Subordinated Debentures

Convertible into Common Stock of the Company at $33'/3 a share on or _before April 15, 1969
and thereafter at $40 a share, subject to adjustment in certain events.

Price 1009

(plus accrued interest)

T'his announcement constitutes neither an offer to sell nor a solicitation of an offer to buy these
securities. The offer is made only by the Prospectus, copies of which may be obtained from
the undersigned only in such States as the ‘undersigned -may legally offer these
securities in compliance with the securities laws of such States,

Smith, Barney & Co.
-Kidder, Peabody & Co.

White, Weld & Co.

Eastman Dillon, Union Securities & Co.

Stone & Webster Securities Corporation

Due April 15, 1984

Lehman Brothers
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- From Washington
Ahead of the News

By CARLISLE BARGERON

Believe it or not, but the cost of

operating the government’s farm
plr)ogramgnext year, that is the fis-
cal year beginning July 1, will be
$615 billion,
yet the esti-
mated net in-
come of all
farmers is es-
timated at-a
little more
than $13 bil-
lion. That can
by no means
be called a
very sound
proposition.
‘We would be
better off if
we got rid of
all our farms
and bought all
our foodstuffs and fibers from
@broad.

Despite this, sorry’ situa.ti_on,
Congress has shown no disposition
thus far to do anything about it.
Secretary Benson has asked for a
few million more to take more
land out of production by putting
it in the soil conservation reserve,
and authority to reduce the price
supports to as much as 60%.

The Secretary made a valiant
fight of over two years to get sup-
port prices down from a rigid 90%
of parity to a flexible scale, With
this formula, he has succeeded in
bringing all prices down but he
hasn’t proved his point that this
would be beneficial. The surplus
s still growing.

Senator Capehart, Republican of
Indiana, has taken the bit by the
teeth and ‘the indicdtions are that
hair will fly the latter part of this
week. He intends to introduce a
bill which would freeze the sur-
Pplus, allowing only so much of it
10 be released as that bartered and
given away overseas under Public
XLaw 480, and that which is given
away to needy cases in this coun-
try. Then, he would in. effect,
raise the parity price to 90% and
take 50,000,000 more acres out of
cultivation and put in conserva-
tion storage, This, he believes,
along with his bill to greatly in-
orease the appropriation for re-
search into industrial uses of farm
Eroducts, would in a few years

ring production and demand into
balance. At that time, he fore-
sees the government could drop
@ll price supports and get clean
out of the farm business. |

Carlisle Bargeion

The Senator points out that the
visible supply of wheat today is
1,500,000,000 bushels while the
government owns all but 254,000,-
000 bushels. This, he says, is ridic-
ulous and proves that something

1 is radically wrong with the farm

program. In fact, President Eisen-

i hower in his message to Congress

on agriculture, sad flatly the
present program was not work-
ing. However, he  suggested no
particular remedy, beyond asking
that a new formula for fixing sup-
port prices be authorized by which
Benson could lower supports to
60% of parity. This is one reason
why Congress has shown -a com-
plete apathy towards his recom-
mendations and as of this writing
has no intention of trying to form-
ulate ‘any mnew farm legislation.
The Democrats, who are in con-
trol of both Houses of Congress,
apparently are inclined to let the
Republicans stew in their own
juice. .

Benson has already taken 23,-
000,000 acres out of cultivation
under the conservation reserve
program by which farmers are
paid all the way from $8 an acre
to $20 for taking their acreage out
of production. Capehart would
raise this amount to 73,000,000
acres. There are some 390,000,000
tillable acres in the country.

Since the government first in-

tervened in the affairs of the farm.

in 1933 the government has spent
$30,000,000,000 - trying to stabilize
farm prices, $15,000,000,000 of
which has been spent in the past
six years, "

It has made a shambles out of
a tremendous structure whose ef-
ticiency has attracted the envy of
the whole world.

A long time argument between
Benson and his critics was wheth-
er higher price supports didn’t in-
crease production. Benson has
contended that they did. His
critics hold to the contrary. A
study shows that Benson is wrong,
the critics right. With low parity
prices next year’s production of

_corn is expected to be the_la}rgest

on record.

The record shows that when
farmers are prosperous they are
liable to take it easy, not putting
so much fertilizer into' their land
because after all land has only so
much fertility and in good times
the farmer is inclined to preserve
it. When prices are low, and the

~N
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farmer is having a harder time .

of it, he wants to get all .out of

his land that is possible.
Capehart’s bill will "at--least

awaken a dormant subject.

S. G. Eisenstadt V.-P.
0f Moroney, Beissner.

HOUSTON, Tex. — Samuel G.
Eisenstadt, a veteran of more'than
30 years in the investment bank-
ing field, has joined Moroney,
Beissner &
Co., Bank of
the Southwest
Building, as
Vice-Presi-
dent.

RobertE.
Moroney and
Henry M.
Beissner. sen-
ior officers of
the 40-year-
nld Houston
investment
firm, said Mr.
Eisenstadt’s
background
would be uti-
lized primarily in sales, syndica-
tion, -security analysis and new
financing by corporations.

Mr. Eisenstadt received a B.S.
degree from Northwestern Uni-
versity, School of Ccmmerce, in
1927. He has been on “La Salle
Street” in Chicago since that time.
Prior to joining Moroney, Béissner

Sam Eisenstadt

& Co., he was a general partner:

of Strauss, Blosser & McDowell in
Chicago, where he was in charge
of the statistical and research
departments. His duties included
the planning and preparation. of

investment portfolios “and' the

supervision of client accounts, in-

cluding those of individuals, banks;

and other institutions, - He " also

had responsibility for investigat-.

ing, buying and processing under-
writings and private placements.

Emanuel, Deetjen fo
Admit New Pariners

Emanuel, Deetjen & Co., 120
Broadway, New York City, mem-
bers of the New York Stock Ex-
change, on May l1st, will admit
Claude de Saint-Phalle and Hugh
P. Guiler to partnership in the
firm. Mr. de Saint-Phalle is in

_charge of the firm’s foreign'de-

partment.

Powell & Co. Adds

(Special to THE FINANCIAL CHRONICLE)
FAYETTEVILLE, N. C.—Rus-
sell S. Carter is now with Powell
& Company, Inc., 120 Anderson
Street.

s

April 15, 1959.

F. EBERSTADT & Co.

These securities were placed privately through the undersigned with institutions purchasing them for investment.
They are mot for sale and this advertisement appears as a matter of record only.

Waltlévr_. E. Heller & Company

$3,000,000 514 % Subordin‘ated Notes due 1974

$1,000,000 5% Convertible Junior Subordinated Notes due 1974

1

DEAN WITTER & CoO.

", panies show . excellent gains,

- Public Utility Securities
= = By OWEN ELY = ‘ _
Outlook for Electric Utilities Remains Favorable

The electric utilities did"' sur-
prisingly well last year consider-
ing the recession in the firsi half.
Following are some comparisons
for all Class A and B privately

"owned utilities: ]
Percentage Increases
1957-8 19567
Number of Customers... 2.0% 2.4%
Kwh Sales—

Residential __

Commercial _

Industrial -

Total" _..
Revenues .. 3
Net' Income _._____

*Decrease,

Why were the utilities able to
show a larger increase in net in-
come in 1958 despite a smaller in-
crease in sales? Some of the rea-
sons are as follows: (1) Fuel costs
in 1958 were 3% less than in 1957,
largely because of better hydro

. conditions; if fuel-costs had in-

creased in* proportion to sales, net
income would have increased only
about one-~third as much or 2.4%.
(2) A -number of companies re-
ceived rate increases and there
‘was - a 'slight gain in: industrial
revenues (despite the dip in kwh.
sales) due to-protective rate fea-
tures. (3)7 Salaries and wages in-
creased only 4.9% vs.7.3% in 1957,
possibly due to smaller wage in-
creases. (4) While interest charges
were up 16% ‘due to higher money
rates much of this was offset by
an_ increase ' in the bookkeeping
credit -“Interest’ Charged to Con-
struction”; without the $40 mil-
‘lion - estimated " increase in this
credit, along with the fuel cost
adjustment mentioned above, net
income would have shown a slight
decline instead of a 7.4% gain.

Thus the excellent showing
.made last year depended mainly
on two favorable factors-— good
weather and favorable accounting
adjustments.  But this year the
outlook for a gain of perhaps 10%
in net income seems based on a
more solid foundation of improv-
ing industrial sales. In the week
ended April 4, U. S. electric output
showed a gain of 11.4% over last
year compared with weekly gains
ranging between 9% and 10% in
March, Companies with heavy in-
dustrial business were the prin-
cipal gainers, though some  others
also had -surprising increases’ in
the April 4 week:
Arizona_ Public Service.
American Electric Power.
Central & South West.__.
Cleveland Electric .-
Consumers Power
Detroit Edison __
Florida P. & L. ___
Gulf. States Utilities _
Northern Indiana P.
Ohio Edison .
Pacific. Gas & Electric....
Southwestern Public - Service
West” Penn Electric

Industry figures for revenues
and earnings in 1959 to date are
not yet available, but the reports
.of net income for.the month of
Fébruary published by a few com-
It
“appears likely that percentage
".gains in the first‘quarter will be
the .largest for 1959, the same as

anticipated for industrial compa-

E ~nies. A study of available fore-

casts by individual companies for
.the year 1959 (which are no longer
' released as freely as in former

.~ years because of SEC restrictions)

indicate a probable average in-
crease of 8-10% in'share earnings,
despite the probability that the
two favorable factors which ac-
counted for last year’s gain in U. S.
net will probably not be so bene-
firi~1 thic vear,

The long-term outlook by the '

industry continues bright, al-
though. of course it will remain
Suu,cct (1n less degree than more
.cyclical industries) to changing
business conditions and to the
possibility that a “real” depres-
sion or a world-war may develop
in the 1960s. A point to keep in

mind in this connection is that
regulatory - agencies are' notori-
ously fickle in their reasoning and
are frequently subject to political
pressures, so that rate increases
are usually more difficult to ob~
tain during depressions — when
they are needed the worst. How-
ever, barring such adverse. devel-
opments, electric utilities are fa-
vored over most other growth
industries because they have “two
wings to fly on”—ihey benefit by
both the increase in population
and by the regularly increasing
use of the product, .
The rapid increase in the birth
rate in the postwar period means
a.mushrooming population for at
least the next few -years.” In 20
years from now it is estimated that
population* may: have ‘increased
100 million; with 24 million new
households, - The average. worker
may. then use nearly three times
the present amount of electricity,
due to mechanization and automa-
tion. Air<conditioning and “climate
control” .will be used throughout
industry.: . Ultrasonics, - generated
by ‘electricity, will have taken
over‘some’ jobs. Electric cars are |
now making a quick comeback—
the new-cars:will be “plugged in”
to any ‘outlet over night to re-
charge batteries. In future homes
windows and doors will be opened

‘by pushbutton, it is said, and

household’ chores will be speeded
up by electronics — so -that-the
average residence may use nearly
three times as much electricity. as
at present, and  if heated and
cooled by electricity—eight or ten
times as much.

One of the biggest present load
builders is electric heating, which
serves as a seasonal offset to sum=
mer air-conditioning. Some com<
panies . such ‘as Commonwealth
Edison:have put into effect new
low rates:to stimulate heating by
electricity, and.. that company’s
heating installations increased last
year from 138 to 839 with an addi-
tional 561 in process. . American
Electric Power at the end of 1958
had 14,266 electrically heated
homes, an"increase of 37% over
1957. Florida Power Corp. . re-
mained the leader as to customers
using -heat pumps - for "combined
heating and cooling, reporting
2,283 such units on its lines.

Gains in -operating efficiency
continue. Philadelphia Electric
expects some of its new generat-
ing units to use only 64/100 pound
of coal to produce one kwh.,, al-
though the U. S. average in 1957
was 93/100 and in 1925 more than
two pounds were required. Mainly
by using bigger units with higher
temperatures and pressures the
industry is still stepping up aver-
age efficiency. In the transmission
field gains are being made. by re-
ducing line losses and by .use:of
extra-high-tension lines. Not only
are power-pools being extended
for greag‘er use of most. efficient
equipment;. but utilities are com-=
bining to-build bigger units for
joint use. They are_ also. rapidly
stepping up. the use of computers
to handle engineering problems,
load dispatching .for maximum
efficiency, . customer billing, etc.
Thus subject to ‘the limiting- fac-
tors of bad.weather, bad regula-
tion and bad business (and barring
a devastating World War), the
cutlook for the industry remains
TO0SsYy. g

Theodore Tsolainos
To AdmitE. S. Wilson

Theodore: Tsolainos & Co., 44
Wall Street, New York City, mem-
bers of the New York Stock Ex-
change,- on May- 1st, will .admit
Edward S: Wilson to partnership.
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In the Second Half of 1959

By S. CLARK BEISE*

Y

Presulem, Bank of America, National Trust and Savings
' Association, San Francisco, Ca,llf g

In-examining. the - principal ‘components of demand: for bank
credit ‘during the second half of 1959, Mr. Beise expects:
(1) moderately restrictive Federal Reserve policy will lessen
—but not: stop—avallablllty of credit; (2) a modest increase

in interest rates;: (3) major pressure on credit to come from .

rmng public sector’s credit needs; and (4) substantial pick "«

up in_ short—but not long—term credit needs of ' business.

- Moreover, the banker suspects

there will be a moderate rise in

. consumer durable goods credit and a vigorous demand for mort-

gage credit;"and that this will be accompamed by lower rate of
S H personal ‘saving.. Lot

“briefly: :

. increase--in sales,

.~ The Commercial and Financial Chronicle

Outlook for Bankmg and Credit

. “contrast,” ‘the ‘short-term
c1(.01t requ1rementq of business
‘are likely' to rise’ very substan-
‘tially as-the year progresses.’ The
reason- for this is 1e1ated to the
‘sharp turn-around in inventory
‘policy — -one - of - the  principal
;sources - of “strength- in the re-
‘covery.
' .To’ Atouch upon this point

“Inventory - sales ' ratios
have” improved considerably as
the result of a sharp reduction in
'stocks during 1958, which was fol-
TIowed “by- a- more receiit healthy
Consequently,

substantial inventory rebuilding

- =reinforced by. seasonal factors—-
a1 expected during the last half

of 1559,
As the restocking gathers mo-

. “mentum, the short-term credit de--
- mands’ of » business.-also- will. rise
,==and;. as+the. year progresses—

* The” basxc factors mflucncmrr characterizes: our ‘economy - at the . business firms ‘are likely to turn
.the supply - of “and - demand fors present -time’ —= rising -levels.. of “increasingly and directly to banks.

wcredxt during - the second -half-of -
"$1959 " is, - of course, }he heart of !
‘the “outlook -
“for banking.
“The “upturn
7in the nation’s .
‘econ:om y
¢which.“hegan .
cilast-  summer -
<~ has. continued -
rat .a:-good
«» pacey-and «-a.’ |
“econtinued and’
sustained .rise’ -
in over-all 18
economie ac- -’ j
;tivity /is in.
s prospect  for
* “the remainder
:of the year.
:There are, however;. a number
“ofs ‘question marks which, must be
.Jx’esolved hefore we:can expect the
.economy “to .attain’the high: level
+0f which it-is. capable. . .

S.'C. Beise

g o “Positive and Negative Economic”

Effects
4. The principal factor “which is
~gxerting -a moderating effect is
.the remaining large reservoir of
.unemployed manpower and
: _gqmpment
While ‘this pool of unemploy-
ment ‘currently is‘acting“as’a drag
- -on- the ' consumer 'md business
-«buying, the record -of past recov-
.eries in the posiwar era suggests
-that - employment 01d1na111y re-
'sponds. slowly in the early slage
- of ‘recovery “and-does not: regain
or ‘exceed its previous level un-
til production is well past its
earlier peak.

However, from the standpoint
“iof national income ' accounting,
this “negative” factor appears to
be far outweighed by strong up-
.ward pressures arising from both
;the private and pubhc sectors of

.. the economy.

. It is characteristic of the re-
 covery ' phase of the cycle that
expanding sectors of the economy
increase their credit demands.
“They -do this to extend their op-
" erations in anticipation of a ris-
‘ing demand for their products.
"“Business borrows to finance in-
ventory .accumulation and also
-'borrows ‘to finance plant and
equipment expansion:

Large scale plant expansion was
‘4 ‘principal characteristic of the -

'1955-56 boom. So far.in the cur-

‘rent.recovery, expenditures of this -

type have been‘at a more modest
‘level.

Consumers, -encouraged by the -
credit needs of business are likely |

“prospect of rising income, increase
their borrowingto: “finance acqui-
“81t10n of - durable goods as well

as housing, Usually they also re- -

duce their rate of saving or draw
~on-accumulated savings so as to
increase their consumption.” Gov- -
ernment at all levels tends to be:
pressed .into deficit-financed capi-
tal expenditures- programs — for
highways:and schools—in addition

to heavier. defense and-adminis-

trative outlays.
It is this general situation which

—

.*An address by Mr. Beise before the

,'393rd meeting of . the National Industrial -

-‘~Conference Board, Los Angeles, Calif.,,
- April 2, 1959.

‘expenditure- in-both :the: private:

and the public sectors=—and which
is- likely - to: generate ‘larger .de-".
mands' for:credit - as the yeax pro-
gresses.:

It is thls shuctme——ds \\dl as
the-magnitude: — of .thecurrent
recovery - -which: - has - ‘generated ",
~some. fear of.inflation-and which -
‘has’ posed-a_.very: difficult prob-
lem for the monetary authorities, -

Two-Fold Monetary Problem

The -prospect - is that the Fed-"
cral Reserve will continue to.: be

faced with 'this difficulty .during':

Lhe remainder of the year.

. The problem is two-fold.’

-Acting  direcily through ' the
commercial banks, -the Federal
Reserve must see to it that the
private sector of thie economy has
sufficient - liquidity . to complete
the recovery; without . allowing

speculative . excesses to develop.

At ‘the same time, the Federal
Reserve. must ‘see “to ‘it that the
huge requirements of the Treas-
ury are accommodated.

'S4 Treasury Debt Pressures.on Credlt

The task of both-the debt man-
agers and money managers’ this
year already has been formidable
~and the magnitude of the task

hich lies ahead can be appreci-
ated from the fact that the. Treas-
ury will be faced with the ma-
turing of more than $30 billion in
debt  between now and year end
—apart  from regular roll-overs
of Treasury bills. In-addition, the
Treasury normally runs a deficit

during the latter half of the year -

due to .the seasonal . nature of
taxes.
As a consequence of all of these

factors, Treasury debt manage-

ment operations will put consid- -

erable presure on the credit re-
sources of the nation during the
last six months of this year.

The Federal sector is one of the
critical areas providing an im-
petus to the upturn. However,
much of the Federal spending
which was compensatory or ‘“sta-
hilizing”” during the recession has
lost this characteristic. It now
represents a net addition to the
recovery-induced rise in Lbrivate
spending and adds to the infla-
tionary potential which so con-
cerns the Federal authorities.

Divergent Private Business
Credit Needs

‘area, divergent demands for credit
are evident.
On the one hand, the long-term

to-remain below the record-high
Jevels of the last two years.

One reason for this:is the gen-

erally lower level of plant and
equxpment outlays. These outlays |

may rise very moderately during
the remainder of the year — but
should be adequately covered by
rising profits and depreciation al-
lowances.

tapital needs may not rise mtuch
during the remainder of the year
is that business is hot . funding
short-term’ debt as it did"during

‘the easy-money period of early |
1958

To turn to the private business :

Another reason that,long-term |

Impetus:to the recovery is also
provided by the sustained rise in
spending' in *what' we might eall
-the *non-eyclical” areas — con-
.sumer - nondurables' and ‘services;
.and. state and- local "ovunment
‘expenditures.” . These " sectors —
which; together' represent {wo-
»thirds -of- the national pxoauct-
.exhibited:- a steady rise ‘even
.during -the. sharpest postwar re-
-cession, -and -a. continued rise is

‘expected during the remainder of

the. year.

State and Local Bank Crednt
- - Demand

Wlth regard to state and local

government' spending, commit-
ments and expenditures continue
to rise taster than income. This

suggests the probability of some:
.additional cebt extensions as the

‘year progresses.

Commercial banks have
vided a large part of the market
for ‘local government securities—
‘and the’ continuance of budgetary
problems  at the- state and’ local
government level very likely
will result in additional demand
fo' bank credit -accommodation.

" Ilousing and Mortgage Market
.There remains for our consid-

eration the credit outlook in two -

of "the. most important parts ‘of
the private economy. One is hous-
ing and the related , morigage
market. ' The other area is con-
surer expenditures on durables

‘ity to-incur additional : debt.
addition, a high rate-of new home

pro-

and consumer ipstalment credit.

A continuing high level of resi-
dential construction activity —
about $19 billion for the year as
a- whole—is the current prospect.

Generally speaking, a satisfac-
tory balance between overall sup-
ply and demand forces in the
long-term capital market should
contjnue to provide an adequate
flow of credit into the housing
market. At the same time; gov-
ernment-backed housing p10g1 ams
and pegged fmancmg may suffer
from the competitive attractive-
ness’ of other types of mortgage
hnanmng

Congress currently is consider-
ing changes in the housing law
which would permit more com-

petitive yields  being ' earned in

government guaranteed programs.
It -is still too early, however, to

-{)ell what the final outcome¢ will ~

The demand for' consumer. in-
stalment credit is much xmpxoved
over last year. A.strong rise in
personal incomes, together with
a small 1mp10vement in' consumer
liquidity in recent months, should
further enhance .consumer's abil-
In

construction will have a favorable

-impact -upon instalment debt ex-

tensions 101 furniture and appli-
ances, '
On balance, about a $2.5-$3 hil-

‘lion rise in instaliment credit out-

standing should be realized for
the year, given an expected strong
seasonal uptum during the last
half.

To sum up, .the demand for
credit during the last half of 1959 -
would ‘appear as follows:

Sums Up Credit Picture

The long-term credit needs of
business .are not hkely to experi-
ence much of an increase due to
the ' continued * lag in plant’ and
equipment spending—reflecting a
Jairly high degree of idle capacity.

In contrast, business short-term
credit needs are likely to increase
substantially with a recovery-re-~
‘inforced, seasonal pick-up in in-
ventory buying.

Consumer demand for credit to
finance the purchase of durables
should experience at least a mod-

erate rise, while a continuing high

level of residential ' construction
activity will be accompanied by

(1735) 11

a vigorous demand for mortgage
credit.

At the same time, this demand
for housing and durables is likely
to be accompanied by a lower
rate of personal saving.

Reflecting budgetary problems
at virtually all levels of govern-
ment, the credit needs of the pub-
lic cector also are likely to con-
tinue to nse—and, indeed, will
be the rnajor-source of pressure
on the credit structure during the
last half of this year. This is a
very important factor in the total
picture.

The 'task of theé monetary au-
thorities in guiding the economy
along the path of recovery to
renewed growth at stable prices

‘has been particularly complicated

by problems of financing the Fed-
eral Government.

As a guard against mﬂatlonary

‘bressures which might. arise, from
.the pace of the recovery, the Fed-

eral Reserve is likely to pursue
a moderately restrictive monetary
policy during the last half of 1959.
This does not mean  that  the
money supply and -availability of
credit will not grow, but that they
will probably do s0 at a reduced
pace. Consequently, part of the
continued expansion of business
activity may have to be financed
internally, and by a more inten-
sive use of existing money bal-
ances. ‘As the credit demands of
beth, the public and private sce-
tors contmue to rise, some modest
increase in mtexest rates may be’
expected.

In the months to come, I am
certain that the banking profes-
sion will carry out its functions
‘in a - responsible manner. How-
.ever, I feel that we in banking—
h"we a still hroader responsibility
—the responsibility to actively
promote our Nation’s fiscal znd
monetary integrity, To do this,
we must. do more than discuss
this subject among ourselves; val-
uable. as that may be.

The public, also, must under-
stand the need for such a fiscal
and monetary - environment - as
essential to our economy’s growth
and prosperity.

We must seek every opportu—
nity — and we should make our
own opportunities ~— to- promote
this understanding.

I -am confident that we will
meet this challenge,
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 An Analytical Review of

The Retail Trade Field

By LAWRENCE R. KAHIIN*
Vice-President, Investment Research
A. G, Becker & Co., New York City

Wall Street research analyst holds 1959 looks quite favorable
for majority of divisions in the retail field. Mr. Kahn favors
investments in better department stores, mail order firms, hard-
line chains and grocery chains. The writer makes clear the dis-
criminatory appraisal required; compares encouraging per-
formance of consumer purchasing to behavior of industrial
production; and explains obvious factors determining the level
of retail trade,

Our past few receséions, or de-
pressions (if that is no longer a
dirty word) have been character-
ized by one outstanding factor.
This factor
has largely
helped to
temper the
degree of the
decline and
has without
question of a
doubt been
basic in
bringing
about the
speed “of the .
recovery. In .
essence, this
has been the
continued
purchasing at : ;
retail levels notwithstanding the
shifts in-the business picture. Part
of this may be attributed to cer-
tain basic changes in our econ-
omy. Some of these have been
aptly set forth by Dr. Galbraith in
his book “The.Affluent Society.”
‘More important, from our point of
view is the fact that we have had
‘a shift in economic patterns to a
broadening -of the middle class

Law‘rence R. Kahn

-with a. narrowing of the number

‘of families in both the low income
sand. high income brackets. The
major effect of this is naturally a

.tremendous widening of the num-
.ber of people who are able to pur-

chase all different types of goods
and services. This has been a
major sociological shift develop-

*An address by Mr. Kahn as part of

the Helen Slade Memorial Lectures at the
New: Echool for Social Research, New

: York City, March 31, 1959.

% specifically with

ing since the early 1940s and of
tremendous importance to retail
trade. While this enhances certain
retail trade securities, it is only
of longer term nature to.us here,
and I will attempt to deal more
the different
parts of the retail trade field. Let
us first see what has happened in
the retail picture over the past
decade.

In 1954 when industrial produc-
tion .dipped 10% from its 1953

-peak-to its 1954 low, retail trade
-actually ran - fractionally higher

than in the preceding year.
In 1957-1958 decline when a

| drop. of 14% was registered from

peak to valley, total retail trade
rose 6% in 1957 and fractionally
in 1958 despite a 25% decline in
automobile sales.

Two Important Influencing
Factors

Nor is this at all unreasonable
when one considers the factors
which influence the consumer to
buy. Actually, these are varied.
and ‘complex. To “examine them
in detail” would  consume more
space than is available, in this
paper. ‘I wouid, however, like to
‘briefly ‘dwell upon'certain of the
more obvious factors which deter-
mine the level of retail trade, and
which investors or potential in-
vestors can follow on their own.

In essence, there are two funda-
mental factors which influence
the consumer in his spending. The
first, but not necessarily foremost,
is: Does he have the wherewithal
to buy what he wants? In other

95,000

State of New York f

a mass market, basically through
large department stores, etc.
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is does he have the wherewithal

. words, does he have the money to * :

buy things he desires:or needs
and, to me, these.are'relatively
interchangeable,’ v

This is a fairly easily measur-
able and followed item. Since we
in the United States and Canada
have come out of the age of
scarcity (a condition mankind, on
the whole, has been in since he
reared up on his hind feet) this
condition has proven to be a bit
less reliable . and dominant than in
the past, when the consumers’
spending was entirely measured
by the amount of money he had in
his pocket.

We consequently come to the
second, and far more intangible
factor. Namely, consumer con-
fidence. In other words, not only
is retail trade now measured by
purchasing power, but it is deter-
mined by the much-more-diffi-
cult-to-measure stimulus of con-
fidence and thereby willingness to
utilize the purchasing power at
his command. At this point let me
say categorically that one thing we
have learned during the past few
decades, and that is that the con-
sumer, as a whole, does not vio-
late his savings -to buy goods and
services, except in desperation, or

-a last resort, In other words, the
old idea that savings would sus- -
tain retail business during declin- .

ing periods of purchasing power
and confidence is so much bunk!

Having 'set forth these  basic
conditions, let us see how we, or
you, can follow them. Possibly
one of the best, if broadest gauges

of purchasing power is personal
income. Actually, while this rep~
resents the overall income of the
individual on a mass basis, it does
not take into effect the impact of
taxes which absorb some 20% of
our gross. national product and
hence directly reduces purchasing
power. I, therefore, prefer to use
disposable personal income as my
yardstick of poiential purchasing
Figures on. personal in-
come, on an annual basis, are
available monthly, and disposable
income only quarterly, so I use
both.. I do make 3 refinement in
my personal income figure, how-
ever, in order to get it on a unit
purchasing power basis. I adjust
it for cost of living, thus deriving
real purchasing power in contrast
with dollar purchasing power.

When we look at these figures
we can see why retail trade was
as well maintained as it was dur-
ing the past few business declines.
In the 1953-34 decline, real in-
come dipped only 1.5% from its
peak, on an annual basis, in May,
1953, to its low in May, 1954 and
then resumed its upward trend.
In the recent recession, the low
in real purchasing power was
reached in March, 1958, and was
only- 48% below the previous
peak of June, 1957. It may also
be interesting in passing to point
out that at the low point last
March, real income was still $23.6
billion higher than at the peak
in May, 1953, which was the high
point from which the last slide
started.

If the tangible factors of pur-
chasing power can be watched,

In its ‘annual report “to stock-
holders The Southern New
England Telephone Company: in-
dicated that it will raise additional
funds through the sale of stock
later this year, The report said in
part, “The proportion of debt in
our capital structure is now above
the one-third ratio which we con-
sider prudent, and we, therefore,
plan some form of equity financ-
ing later in 1959.”

The Army recently announced
the award of a $4 million contract
for 35,000 M14 automatic rifles
to the Winchester-Western Divi-
sion of Olin Mathieson Chemical

of the Winchester Division said
that the contract award - will
eventually result in the hire of
200 to 300 new employees. How-
ever, it will take about one year
to tool-up for the manufacture of
the new.gun, which will eventu-
ally be standard equipment for all
U. S. Infantry troops and will
replace the M1, the M2 carbine,

-the Browning Automatic Rifle and

the .45 calibre sub-machine gun.
I % 4

Electroforce, Incorporated of
Fairfield has announced the de-
velopment of a self-contained
high-efficiency  filtration and
pump unit. Designed to meet the
need for maintaining cleanliness
of the dielectric coolant for Elec-
troforce Electrostatic Chucks, the
units are proving valuable in
many metal working fields where
a practical, low-cost means of
separating solids [rom liquids is
required. The Electroforce electro-
static chucking system is de-
seribed: by the company as the
first ahd only electric chuck for
stainless steel, aluminum_ and
magnesium. :

The First National Bank ' of
Manchester and Hartford National
Bank and Trust Company. have
announced plans to combine  the
two banks. Under the. terms  of
the proposal, Hartford National
has agreed to purchase all. assets
and assume all liabilities of the
Manchester bank at a price equal
to $46 a share for the 20,000 out-
standing shares. The agreement
has been approved by the directors
of both banks subject to final
approval by First National stock
holders and the Comptroller of
Currency. On the basis of pub-
lished figures as of Dec. 31, 1958,
combined assets of the two banks
will be $469,865,000.

Sprayed Reinforced Plastics,
Inc. is a new Cheshire firm spe-
cializing ' in the application of
SERPI fiberglass coatings for in-
dustrial equipment. SERPI coat-
ings, it is reported, are used to
protect and restore the structural
strength of tanks, vessels and
other industrial equipment, sub-
ject to corrosion rot, and rust. The
coatings, which are sprayed on
with specially designed equip-
ment, can be applied over metal,
wood, concrete orsother materials.

%% *

Research on solid fuels, pro-
pellants for limited-range military
rockets and missiles, will be con-
cucted by United States Rubber

 Connecticut Brevities :

"Company :in- a mew laboratory

now nearing completion at the
main plant of its Naugatuck
Chemical division at Niugatuck.
The laboratory will have approxi-
mately 1,000 square feet of floor
space. It will - be used primarily
for company-sponsored research
on solid fuel components and will
contain necessary -equipment - to
make and test the new fuels on a
small scale.

The Fenn: Manufacturing Com-
pany of Newington has announced
the formation of a Nuclear Prod-
ucts Division for the manufacture
of ‘nuclear reactor components on

Corporation, New Haven. Officials 2 Sub-contract basis ‘to ‘existing

primary reactor builders, A sepa-
rate machining, fabricating, chem-
-ical and surface treatment facility
has been established, reptresenting
a substantial capital investment in
new highly “Specialized machines
and equipment.- The. new equip- .
ment that Fenn has installed in-
-cludes large 30 horsepower mill-
ing.‘machines; punch presses; a
rolling “mill* for - rolling - special
metals such' as tinamel, zirconium,
‘beéryllium and stainless steels; roll
leveler; shear and special cleaning

Wm. Grigshy fo Study
For Ministry

CHICAGO, Ill.—William " A.
Grigsby, a. veteran " trader and
dealers’ service representative of
John Nuveen & Co., 135 South La

Salle St., has
been .accepted
by Bishop
_Gerald. Fran-
cis Burrill of
the  ‘Episcopal
Diocese. of
Chicago. ‘as a
candidate .for
the Priest-
-hood, and has
tendered his
reésignation,
effective. next
August, ac~
cording to
Chester W,

Wm. A. Grigsby Laing, Presi-
dent, In September, Mr. Grigsby .
will begin the regular three-year
course of study at Seabury-West-
ern Theological  Seminary in
Evanston, I11. . )

He is widely known to Midwest-
‘ern and Southern brokers, dealers
and institutional investors in tax~
ifree public bonds (municipal
bonds) through an active 25-year
investment banking career which
began at Nuveen’s trading desk in
Chicago in 1934.

Two With Dean Witter

(Special to THe FIN/NCIAL-CZRONICLE)
LOS ANGELES, Calif.—Eliza-
beth J, Niemackl .and .Don . R.

Schuhmacher have become c¢on-
nected with Dean Witter & Co.,
632 South Spring Street.

Irving Lundborg Adds
(Special to THE FINANCIAL CARONICLE) _
SAN FRANCISCO, Calif.—
Andrew J. Swedlund . has been
added to the staff of Irving Lund-
borg & Co., 310 .Sansome Street,
members of the New York and
Pacific Coast Stock Exchanges.

followed, and even relatively well .

predicted, why can’t personal con-
sumption expenditures.be equally
well followed. Here we have the

little item of confidence I previ- _
ously mentioned. Personal con-

_-sumption-expenditures have
u more - widely,
+Furthermore,” these " fluctuations

fluctuated "far -

have tended to move in an inverse

ratio to personal savings which

New Haven

New York—REctor 29377
Hartford—JAckson ~ 7-0569
_ Teletype NH 194
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5 Cuuen_l Growth in Electric _Utllltles

By DR. IRA U..

COBLEIGH -

Enterprise Economist and Author of “How to Get Rich Buying Stocks.”

Transmission onto paper of topical ¢omment about electric util-
ities, together with some specific ideas about two quite different

operahng companies, Philadelphia Electric Co. and Calgary
Power Limited.

It's too bad that Insull and
Hopson muddied the utility waters
for investors- 30 years ago, with .
their labyrinthine holding com-
pany pyra-
mids, and
equity -issues

“way. out in
~left field. For,
_in the 20s, the
. 30s, or in fact
any decade in " }
. this . century, -
©common stock
holdings' in
operatingelec-
tric utilities
have: been
m-agnificent
in v estments,
resplendent
’ wlth a virtual-
ly . unmterrupted rise in earning
- power; dnd-dividends. It was the
. laminatgd holding compames not
- the operatmg companies, that gave
! ~ut_xl' ieg; in the. dismal 30s -a bad
- name:: (sInsuIl _Utility Investments
. common sold -at- 160’ in October
¢ 1929, and at one-eighth in: June,'
1932‘) :
e Bug enough of this hlstory so
»- costly ‘to thousands of sharehold-
: . tility: common stocks today .
arer acclaimed as never before. As
a. group they enjoyed, last year,
- their best market performance in
+ 15 years, rising during 1958 about
- 30% °in velue, partly, on the basis
of ‘improved per share nets, but
- more particularly because of a
higher price earnings ratio' ap-
praisal in the market. The repre-
sentative utility equity today will
sell at almost '19 times net, as
against around . 15 ﬁmes a year
ago.

Obviously growth in uulltles is
far from uniform. Areas in New'
" England, the Dakotas and- certain
sections of the middle west have
‘proved less' dynamic for utility
expansion than the southeast, the
* gulf south and the southwest. In
growth rate in recent years, we
should accord top national honors
" to Florida Power and Light, (it
increased its earnings 94% in the
four year period ended Dec. 31,
©1957) followed by Tucson Gas,
Electric, Light and Power Co.,
Florida Power Corporation and
probably Texas Utilities Corp. Im-
pelled by their growth rates stocks
of the companies just mentioned
sell at among the highest
price/earnings ratios in the indus-
try—all above 25 times. . Their
unusual growth rates are expected
to continue, aided and abetted by
rapid rises in area population, and
industrial activity, and by regu-
latory bodies sensitive to the fi-
nancial needs of companies with
urgent and expensive demands
for expansion of generating ‘and
transmisssion facilities. -

But even in less burgeoning sec-
tions of our country, power con-

fra U. Coh_leigb

¢ rent.

sumption is definitely on the in-
crease, A high percentage of our
newer. homes, especially the cost-
lier ones, have complete air con-
ditioning. Electric heat pumps,
push button . operated windows
and doors, electric-eye activated
garage doors, luminescent lighting

¢ from ceilings and walls, electronic
. ovens, combination TV, Hi-Fi and
_stéreo sets—all these are pushing

up demands for household cur-
The average household .in
1939, for example, used 900 kwh
a year; for 1958 the figure was
about 3,600 kwh; and 20 years
hence it should exceed 10,000 kwh,

Nearly every new office build-
ing is - now.air conditioned
(electrically activated), there’s a
resurgence:in.the electric automo-
bile (with its battery current. re-

charged  every : night) . and of:
course,. all our: hookkeeping, ac- -
.counting, -

classifying . and -data
handling. equipment. is becoming
performed; inereasingly by elec-
tronic.systems. -So, far as the eye

, can see, the fyture, upcurve in de«

mand for, electric’.¢uirent is one
of the.most statistically predxct-

able trends on the enure economic.

horizon.

'"To keep up thh thls dynamlc
dynamo demand the investor-
owned electric utility industry has
a huge. annual outlay for expan-
sion. For 1958 construction ex-
penditures were around $3.8 bil-
lion. They will be close to that
this. year—possibly $150 million
less—and will make necessary the
sale of over $2 billion in new se-
curities to the public. Fact is
that’s one of the continuing prob-
lems of utilities. They simply
can’t retain enough of net earn-
ings to finance expansion; and
they must regularly enter the se-
curities markets for new funds.
And this year they’ll be financing
with the price of money—the in-
terest rate—at its highest level in
the past 25 years. In view of this,
many companies are preferring
equity financing, taking advant-
age of current high (historically)
prices of electric commons,
Twenty-six major utilities will
benefit from rate increases in
1959.

We couldn’t begin to cover the
list of interesting utility equities
competing for investor preference
in today’s market, so we decided
to pick out two issues of obvious
merit for swift review. The first
is Philadelphia Electric -Co., a
company which has paid divi-
dends on its common without in-
terruption since 1902; and in-
creased its dividend seven times
in the past 10 years.

Philadelphia Electric Co. serves
the City of Philadelphia and ad-
joining counties in Pennsylvania
and northern Maryland with elec-
tricity; and supplies gas in four
surrounding Pennsylvania coun-

The Co‘mme'rcial and Financial Chronicle

ties; -excluding .the. city ’ proper.
Total service-area-is larger than
the entire state of. Delaware, and
embraces -a° population - of -more
than 3% millions. This territory
- has perhaps a broader diversity of

- industrial activity than any. other
section of-the U, S.

The past 10 years have added
more than $100 million to annual
operating revenues of the com-
pany. Gross rose from $130 mil-
lion in 1948 to $236 million in
1957, Common . dividends per
share rose - in almost parallel
fashion from $1.20 to $2.00 in the
same period. Also, during the
same time interval, Philadelphia
achieved a 30.6% increase in elec-
tric customers- (against a gam of
but 8% for Con’ Edison in New
York and - 24.6% for Common-
wealth Edison in -Chicago).

There -are 12,806,125 . common
shares of Philadelphia Electric
common listed on the New York
Stock Exchange, currently selling
at 5334 with a $2.24 indicated div-
idend. This provides a current
yield .of ‘about 4.15%. Announce-
ment was made recently of plans
to give shareholders rights to sub-
scribe:to one- new share for:each
20 now' held: * This. pr1v1lege ~will
be' given sometlme in-June; giving
equlty owners," ‘for -the - second
txme in 'two’ years, opportumty to
add’ to ‘their holditigs  at’ prices

‘substantially ‘bélow - the ‘market..

Common  stock repreSents :about

"40%: of total capltahzatlon at the

omerit;.and: is: preceded by $466
million in: long “term . debt .and
$88 7' million’in. prefex:red

‘The 57 year ‘dividend: record of
Phlladelphla Electric,; the > many
dividend ' increases’ and subscrip-
tion righis "given 'through the
years, and the modernized effi-
cient ‘plant (more than 60% . of
power capacity built since World
War 1I) all these things give
stockholders a long term serenity
not attainable in more volatile
equities.

Our second candidate for dis-

cussion today is probably the fast-
est growing major electric utility
in Canada, Calgary Power, Ltd.
This distinguished enterprise is
the major generator and distribu-
tor of electricity in.the Province
of Alberta, supplying about 65%
of its electric requirements. It
not only serves the city of Cal-
gary but sells power at wholesale
to several municipalities; to large
industrial users such as Consoli-
dated Mining, Canadian Cement
Co., etc.; and provides the juice
for pumpmg requirements of sev-
eral thousand oil wells.

Total generating capacity is
485,850 horse power of which
about 62% is hydro electric. 100,~
000 in additional hydro capacity
will be completed in 1960. To
assure a supply of fuel Calgary
Power bought, in 1956, the Al-
berta Southern Coal Company,
Ltd. (for only $450,000). This
property contains an estimated
50 million tons of coal recoverable
by low cost strip mining.

The things that have especial-
ly attracted analysts to Calgary
Power are: (1) remarkable growth
rate—net earnings increased over
90% in the five year period 1954~
58; (2) low equity ratio— about
27% — creating leverage for the

PRIVATE WIRES TO

Glore, Forgan & Co.
Chicago

Schneider, Bernet
& Hickman, Inc.
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Phlladelphla

Remholdt & Gardner’
St. Louis

Craowell,
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Hendricks & Eastwood, Inc.

Weedon & Co.
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stock; (3) rapid expansion of pop-.
ulation ' and
in the territory served and '(4)
earnings on plant investment of
about 7%; (5) unusually high re-
tention and plowback of net earn-
ings, for a utility. - There are 1,-
050,000 common shares. of Calgary
Power Ltd. on each of which
about $4.65 was earned in 1958.
The dividend is $2 per share. De-
preciation and retained earnings
are expected to provide 65% of
the $35 million- plant expansion
program planned during the next
four years.. At 99 Calgary Power
common sells about 21 times earn-
ings, It is one of the most, inter-
esting  growth utilities "in- North
Amerlca

industrial - activity
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Marron, Edens;: Sloss
r ] -
Opening inN. Y. C.

Marron, Edens, Sloss & Co.,
Ine., is engaging in a securities
business from offices at 63 Wall
Street, New York City. Officers
are Donald B. Marron, President;
Robert B. Edens, Vice-President;
and William J. Sloss, Secretary
and Treasurer.

Mr. Marron was Secretary and
Treasurer of George, O'Neill &
Co.; Inc., with which Mr. Edens
was also connected. M. Sloss was

‘with Van Alstyne Noel & Co.

A Fiscal Re-awakenmg"

“Now, we have many among us who are callin{
for heav1er and heavier expenditures, saying that
these heavier expenditures on the part of the Fed-

eral Government would mean and, in effect would

cause,

economic expansion.. I

cannot’think of any doctrine or
" any statement that is so false as
this one.

“If the 174,000,000 people of -

America doi’t know more: abaut” >
the spending-of such money than
does the: Féderal«Government,
then I for one submit we are get-
ting in an awful fix. This is ex-
actly what we do nqt want to
do: appear under some kind of
doctrine, making decisions of

Pres. Eisenhower

what the populace of our coun-

try want, what they desire and
what they should have. These decisions to the ma-
jor extent, to the most major extent you can possi-

bly  conceive of, should

be in the hands of the

people and in the localities where they live.—

President Dwight D. Eisenhower.

Excellent! But let’s apply this doctrine - con-
sistently throughout all our fiscal affairs once more.
Such ideas went out of style when the New Deal
took over. It is time to revise them.

BosTon
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New Dimensions in
The Electrical Future

By MARK W,

CRESAP, JR.*

President, Westinghouse Electric Corporation, Pittsburgh, Pa.

Electrical manufacturer+sums up the tremendous opportunities
in store for thé ‘entire electrical industry and the economy pro-
viding, he warns, we overcome the roadblock of inflation and
its consequences that are in the way. The industrialist empha-
sizes the importance of denying wage increases that exceed
productivity gains and calls upon the industry to accelerate pro-
ductivity’s upward trend. Mr. Cresap states our economy is
so delicately poised that it no longer can afford to pass off

higher wages in form of higher

prices. He charges that, in the

1952-57 period, the industry’s margin declined about one-third
as a result of cost-price squeeze’s effect on profits and that the
continuation of a wage rise that exceeds productivity by 1%
a year without price increases would wipe out corporate profits

by 1970.

In my opinion, our problems
have never been’so serious—and
our oppertunities have never been
so great.

Our greatest
opportunity
lies in na-
tional growth
—in the com-
ing expansion
of our econ-~
omy. That
growth has
been phe-
nomenal in
the past 10
years, but it
can be even
more phenom-
enal in the
next 10 years.
You’ve all
seen the projected figures — the
increased production of new cars
and appliances, the new houses
and schools, the huge increase in
the number of children who, in
the decade ahead will be, reaching
. the age when they form families
of their own. By 1969, our total
production of goods and services
s}muld approach almost $700 bil-
lion—in terms of current prices,
That is half again greater than our
present national output.

We all know what these figures
mean in terms of electric power.
Industry forecasters tell us that

.such_ a standard of living will
require at least a 170% increase
in the use of electricity for each
pour of human effort consumed
In manufacturing. Your- residen-
tlgl customers, 10 years from now,
will use an average of more than
6,850 kilowatt-hours per year as
compared with 3,366 this past
year. The commercial load will
make similar s{rides.

Mark W. Cresap, Jr.

*An addfess by Mr. Cresap .before th
27th Annual Cenvention of p!h: E':liao;
Elelcgt;l; Institute, New Orleans, La., ‘April
6, 5

We are told that, to' serve this
vast load, the electric utility in-
dustry will be required, in the
year 1969, to generate $1.5 trillion
kilowatt-hours — nearly two and
one-half times last year’s produc-
tion. This means that, given the
most optimistic improveemnt in
your load factor, you will still
have to build an entirely new
system the size of the one you are
now opérating.

.We all know, of course, that
such a bright future will not fall
into our laps. We know that the
future has got to be earned, and
that there will be plenty of road-
blocks along the way.

On the surface it might appear
that our biggest problem will be
technological development. But
we have evidence that this won’t
be true. In the past 20 years, our
technology has advanced further
than it had in the previous 100
years..

In our industry,” we are pre-
pared to do things’that were un-
believable just 10 years ago. If the
demand should warrant it, we are
capable " of building ‘generating
units approaching one  million
kilowatts of capacity. Ten years
ago, 150,000 kilowatts was consid-
ered quite an accomplishment.
Today, 500,000 kilowatts is not.

We are also prepared, through
advances in transmission and dis-
tribution apparatus, to deliver this
power over greater distances.. And
we are prepared to do it more
cconomically, more reliably, and
more -automatically than ever be-
fore. )

Technology will not be' our
major problem — as long as we
support the research and devel-
opment that make technological
advance possible.

. Roadblock of Inflation

There is one big problem that
could darken the outlook for our

Servicing
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future. That big problem is infla-
tion, and its inevitable conse-
quences. '

The cure for the inflation in
our €conomy may be. complex,
but the cause of it is quite clear.
We have been distributing the
fruits of our production faster
than we have been earning them.
We have been raising wages
faster than we have been raising
productive efficiency. Eimployers
have simply had to pay their
higher costs, if they can, out of
higher prices. There’s not much,
else they can do in that situation
—not if they want to stay in busi-
ness. .

In the case of my own company,
as well as others in the industry,
the result of wage increases that:
have not been matched: by pro-
ductivity increases has meant- a
serious cut in our profit margins,
in order to keep the price of our
products attractive to ;customers
and keep as many employees on
the job as possible. :

The effects of this intlationary
spiral must be obvious to anyone
with eyes to see and a heart ‘to
feel. When prices are pushed
higher than consumers are will-
ing to pay, the inevitable result
is economic dislocation followed
by unemployment. When wage
rates are lifted by the pressure
of national unions to what only
the most efficient companies can
pay, then the less efficient com-
panies suffer—and so do the peo-=
ple who work for those companies.
Each of you has seen examples
of this among your own commer-
«'al and industrial customers —
of companies that went under
because they could not afford the
capital cost of more labor-saving
machinery, but that still had to
match the highest industry wage
level, and so could not maintain
competitive rates in its industry.

For the past 20 years, both of us .
—utility and .manuyfacturer—have
been. faced with riging. costs and
with all the problems that come
charging along with rising costs.

My own company’s labor costs
have more than tripled since 1939.
Despite that increase, we have
been able to hold the price “in-
creases on our total line of prod-
ucts to a little more than half as)
much as our increase in costs. We
have done that through improved
productivity, expanding markets.
better management techniques
and better technology.

In electrical equipment.and ap-
paratus, we have been  most suc-
cessful in holding the . price-line

.on .those products which  contain

the greatest amount of mechaniza-
tion. .It becomes increasingly dif-
ficult to do so as the: labor
content  of the finished product
increases. ’

Turbine - generators, ‘power
transformers, switchgear; power
circuit breakers, for instance,’ do-
not lend themselves to assembly
line production. They ‘ require
thousands of hours of design and-

" production time, most of them re-

quiring high skills. Moreover, “as -
the machine becomes more com-:
plex, more sophisticated, " it ' re--
quires ever-increasing amounts of -
labor - per unit, just as :today’s
military bomber or .submarine .
requires more labor. To ‘éngineer

heavy electrical apparatus and
equipment.

Also, the point must be made
again—since it is sometimes for-
gotten — that today’s machines
are far more efficient than their
prototypes of 20, 10, or even five
years ago. The technique of inner
cooling, for example, introduced
into. turbine generators in 1954,
has made it possible for. you to
obtain almost twice the electrical
output from a machine of given
physical size. You are paying $68
more today for a 25-kva distribu-
tion transformer than you paid in
1939 — a 279% increase in price,
But that is first cost only. Design
improvements - since: 1939 offer
savings of $137 for -each trans
former. 3

Inflation has also been a press-
ing problem in the utility indus-
try.  Nevertheless, through hard
work, good management, and im-
proved facilities, you. have done
an- outstanding.. job in keeping
your costs and your:prices under
control. - Since the war, based on
our  caleulations,.. productiyity . in
the utility industry has infreased
at a rate far greater than for the
private economy-as-a whole.

. Poised at Crucial Balancing
Point

In my -opinion, our  economy
stands. now at a very delicately
balanced point “in history. We
have managed, by good sense and
steady nerves, to come almost in-
tact through a year-long recession.
With - good sense and steady
nerves, we can continue our na-
tional growth, master the unem-
ployment that hangs over us like
a cloud, and pay for the military
protection we:need. But now, as
we catch our breath and prepare
for what lies ahead, we have a
crucially important decision to
make. i

On the one hand, we can con-
tinue- the -same wage-price spiral

policy - we.- have followed since:
Industry can continue'

the ‘war.
to grant unearned wage increases,
as it did even throughout the 1958
recession, and then try to recover
its cost by raising-its prices still
higher. .

Or, on the:other hand, industry’

can hold . the ‘line. on" wages and
prices. More precisely, this means
limiting the trend of annual wage
increases te“the ‘trend of produc-
tivity increases. As-a people, .we
can: begin topay-ourselves what
we-earn-and stil] earn more—all
of us—by preducing more.
Which is it to be? The.same is-
sues . are being examined: in'‘a
great national debate .and will be
settled in the next -few months: -
Still * further inflation induced
by unearned. wage - increases. ‘will

“mean serious dislocation through-

out the entire eeconomy. The mili-=
tary services will -be able to buy
fewer armaments with their dol-
lars, and so we will lose a margin
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of security and protection. Un-
employment. -will increase, as it-
always has and always will under
a market economy in which em-
ployers are forced -to pay for
work at rates higher than con-
sumers are willing to restore to
them in buying their products.
State and city governments will
be brought closer to the edge of

-bankruptcy—some are very close

already — as their tax revenues
buy fewer goods and services.
Management of the public debt
will- become ‘a nightmare. The
taxing bodies will ‘be forced to
seek out new sources-of revenue
and place still heavier taxes on
everyone, at a time when direct
and hidden taxes are already tak-
ing about one-third of the aver-
age man’s. income. ' When  tax
revenues fall short, as they always.
seem to do, the money will he-
raised by credit—that is, by still
more inflation, And up.still highet
will go the servicing cost of the
public debt, up still. higher will
go prices, and, in the end, still
higher will-go unemployment. - -

Driving ‘Forces

Unfortunately, there are power=
ful forces driving us headlong into
this very course.. The national
labor unions -are demanding
across~-the-board wage and benefit
raises, without regard-to gains in
productivity, and with no con-
sideration as to whether the econ-
omy is able. to support those
raises. : 3

Is there no such thing as labo
pricing itself out of work? .

During the past 10 years hourly -
compensation . of. manufacturing
employees has risen significantly
more than output per man-hour.
In each of those 10 years, the per-
centage rise in the hourly, com~
pensation of workers has exceeded
the *percentage rise -in the' cone
sumer price index. L

Labor ‘has- already priced’ itself
out of ‘a large segment of the ex4
port ‘market for heavy electrical
equipment. - - There is,. however,,
one agency : in - Washington, the;
Export-Import - Bank, - which, hag;
consistently followed : the - policy:;
of making loans. to foreign: pur- .
chasers for United States goods.
and services. If the Export-Import
Bank activity - should be discon-

'tinued: or ‘curtailed, a sizable pers:;

centage  of - current - exports 0§~
American generating apparatus
would disappear, involving a cons;
siderable loss which would affect.:
both labor and the industry. %
The effect of American: labor
rates completely out of line- with’
world rates'is unfortunately being
increasingly felt in the doinestic:
market. Agencies of the Federal’
government have beer prone: for'
several years'to purchase forcign-:
made - electrical equipment, "in‘a -
short-sighted * over-emphasis - on:
initial cost, at the sacrifice of the

Continued on page 44

Utilities

Brokers and Dealers
Since 1878

For our current list of electric
utility stocks considered. inter-
esting for growth prospects,

a -control system for a machine
tool, for instance, takes . eight.
‘times as many engineering: hours
today as it took 10 or 12 years
ago.

But even in spite of this, prices
of the “so-called” heavy appara- -
tus have risen considerably less

i than have the other items you buy
in expanding 'your systems. Your
own capital budget accounts show,

i that you are spending 72 cents of
each investment dollar for prod-
ucts other than electrical ap-
paratus—for such items. as land;
buildings, right-of-way, - towers,
wire, and cable. Similarly, the"
Handy Whitman Index shows that
the increase in price of these
products since 1939 is - exactly
47% more than the increase of

write or call —
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Members American Stock Exchange
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 Members:New. York Stock Exchange, American Stock Exchange: . :
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connections in 100 cities throughout the United States and Canada
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The American Way
In Tomorrow's World

By HON.

Senator Goldwater fears atom ‘power will become a ;ﬁore suc-
cessful entry for public power than hydroelectric power was;

BARRY GOLDWATER*
United States Senator (Rep., Ariz.) .

urges utility industry to free top men so they may take an -
active interest in politics; and notes electric power field offers

a clear-cut test-as-to-the role of government in:the economy
-and of labor’s professed desire for private property.- The Sen- :

ator urges the industry to be less timid in making their views
known to Congress; denies he is a labor-baiter; and comments
on what should be done to reverse trend toward pubhc power.

I want to discuss what I consider
to*be 'this nation’s most funda-
mental problem and to relate that

. to’the- difficulties facing the elec-
tric - industry.
History — the
experience
and lessons of
the past—
should help us
as we analyze
and search for
the right an-
swer - to cur-
rent. political
problems.

" Just a- cou~
ple of weeks
ago there was.
an interview
in the Wash-
ington - Post
quoting that wonderful classical
scholar of ancient Greece, Edith

Hon. B. Goldwater

Hamilton, . Here is what she said.

about the reasons for the collapse
of that once great democracy.

. “I'think it was mostly because
Greece no longer cared to fight
for -anything. In the end the
Greeks wanted security§more than
they, wanted freedom.  They
wanted not to give to the state
but to receive from the state. They
just wanted to be comfortable.”

Today we may feel a comfort-
able: sense of security under: the

; brotectlve cloak of our Constitu-
tion -and Bill ‘of ‘Rights. -History,
however should dispel any feel-

: of complacency we might have.
W‘% ‘are not the first people- to
have written sacred -contracts to
protect the rights of the individ-
ual. -Governments in times gone
by have thrown up even stronger
safeguards than ours against dic-
tatorship, only to see the harriers
first-lowered, ‘then” destroyed as
the people permitted ‘more and
more power to be concentrated in
a tyrant or- in-an all-embracing
central government. And even.we,
I fear, have forgotten the centu-
ries of fighting and ‘conflict that

led ‘to'the freedom we ‘enjoy -to-- 2

day.- The one clear lesson to be
learned from the total experience
of mankind is the folly’ of believ-
ing -that -any government, given
excessive power, will for-long re-
main benevolent. Government has
nothing.to give except that which
. 1t has first taken away.

sAnierica’s ‘'way in tomorrow’s

world will .depend: greatly on the

outcome :of the -contest- currently:

wagmv between those who believe
m “belly ~ politics” — the materi-
alists—and those who believe that
man’s needs go deeper than ma-
terial things alone:; 'So-much de-
pEnds on the strength of our
belief-in principle’ and our will-
ingness to fight for the things we
elieve in. I personally have great
fdith that the dignity and rights
of each human being will be pre-
served even as government itself
grows and expands to cope with
problems properly in its domain.

‘The electric industry and what
hapnens to it at the hand of gov-
emment will provide an impor-
tant clue to our future course.
In covering this subject, there is
noe need for me to review the
history of Federal encroachment

*An address by Sen. Goldwater befure
thz 27th Annual Convention of the Edi-
son Electric Institute, New Orleans, La.,
Apnl 7, 1959, .
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‘a  iremendous

in this field. One smgle fact tells
the ‘whole story A short genera-~

tion ago the Federal Government-

produced less “than 1% of -the
power - consumed : in ‘the “United
States. Now it produces ‘almost

15%; and the ratio_mounts steadjly.. it ‘does not realize your value. It

" appears‘you have a job to do here.

Why This Continuing Trend?

This trend continues even though

the electric companies have made
contribution “to
progress in the past-and are des-
tined to do even .greater.things-in
the future as we .move. into a
new era of electronics and elec-
trical living. You are doing and
are capable of doing.a good -job
for the people of this country, yet
govemment is constantly movmg
in on you.

Electricity is a complex subject
—something very difficult for the
people - generally to understand.
Few recognize or regard it as a
manufactured commodity. It does
not package and sell like soap or
carry a brand: name. It has its
own partlcular method of delivery
which is unlike other commodi~
ties.

Its technology ‘and “economigs -

are. highly complex . and,: there-

fore, difficult to explam Even
the framework "of 'regulation —
state and Federal—withjn "which
you operate is not clearly under-
stood. " f

‘Moreover, when a man buys or
rents a dwelling, electricity is a
necessity and taken for granted.
Therefore, neople. seem to. have
a .different. economic  attitude in
buying electricity. than they do in
buying, say,. a pair of shoes, or
an automobile. -

These characteristics, unfortu—
nately, make the ‘function of sup-

plying electricity- easy prey for -
who believe ' government -
should do more things for people, ,

those

They argue thatelectric ;service

can be provided cheaply only by
government. This ,is. pure propa-.
ganda, of course,: for you are pro-

viding the American’ consumer
with excellent low cost service.

Praises the Industry

This is one of America’s truly '
“T"have had the:
vpleasure of knowing-some: of - the’
leaders-and I have. found them to
be outstanding examples of ‘what -
I have.
found the industry to. have’ a’
standard of ethics unexcelled by

great industries.

businessmen should bé.

any other and equalled by few.

From 'my observations, electrlc{
utility companies usually .take the:

lead in community ‘development.

Your officials are either ‘heading.
up or assisting in drives for local*

charities and community. better-
ment. I know. of your efforts to

create new industry. You have .

anticipated our future electric re-

quirements for years ahead and |
are ready to provide it." You have !

provided us with adequate capac-
ity during every.national emer-
gency. You have.helped the local
and national ecomomy by courage-
ously investing and building for

the future at times when more °

timid souls

would have pulled
back. . y

But how much credit does.the °
American public give you as an
industry for those splendid ac--

complishments?

‘and all for one.
government power in any section
‘of the United States and help
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responsible for bringing a new
industry into your service area,
does’ it get the credit or does that
go:to' some other group of citi-
‘zens? s

Does- the public know that it
has been industry and not govern-
ment that has made the techno-

- logical-advances which have kept
. the price of electricity at 1939
. levels?

“Does the public know that elec-

“tric. companies serve over 40% of

-.Oul
cpower for more than 50% of. the
. jxemammg ones?

farms .directly, ‘and - furnish

Do -your customers undexstand

" {hat- they pay heavy Federal taxes
. when  they. buy electricity from
“.you, taxes that are avoided by

those who -get their power from

Federal or public power bodies?
My point is this: If you received

the' credit you justly deserve,

The public is not going to permit
an .industry which is a valuable
citizen to be kicked around. But

Another obstacle you face is
that  your opponents speak with

.one voice on all issues, whereas

you .do not. Maybe it is impos-
sible for you to achieve the same
unity of action and thought. Per-
haps this is as it" should be, for
the nature of private enterprise
is such that it does not lend itself
to -reégimentation and, . certainly,
it proves. there is no -“power
trust.”

But in facing up to-what un-
questionably is a “public power
trust,” you must strive for smgle—
mmdedness of purpose,

Your opponents are one for all
They are for

cach, other whether their area is

.affected or not.

{ ‘Sees. Public Atom Power
. Competition

. I am ‘sure’ that™ ‘some électric

‘companies have taken no interest !

in national affairs that affect the
industry as a whole. Others have

.‘become ‘active only when some

government operation starts
‘breathing down -their necks.
you do not make an all-out effort
every time a. company is faced
with -government competition- or
encroachment, even if it is 3,000
miles away, you are going to be

If:

picked ‘off piece by piece, com-~
pany by company. Although a
company may not seem in danger
now, there is no telling when it
might be.

There was a time when  the
vehicle used for government com-
petition and expansion was hy-
droelectric development; but that
time has passed. You now-have
the atom. That puts the threat
of a government power plant in
any, area, be it Maine or: Chicago.

. Why are government power ad-
vocates so active in supporting
Federal development . of power
from the atom? It is not because
of a present or foreseeable short-
age of .power from conventional
fuels. It is not because it means
cheaper power.

Look at it this way—the Fed-
eral Government has constructed

your - troubles would - diminish. steam electric plants in only one

area—the TVA. Today it would
be very' difficult to pass legisla-
tion authorizing Federal construc-
tion of conventional steam plants
in any other area; but the atom
is something else,

It is argued, and many people
think it is logical, that the Federal
Government should take the lead
in - constructing atomic power
plants. So the atom may replace,
hydro as the vehicle to get the
government into the steam power
business. Your opponents know
this; that is why they -are work-
ing so’ hard towards that end.
Therefore, no single company en-
joys the security it once thought
it had from the threat of govern-
ment encroachment. For that rea-
son, it is even more important
today  that you present a united
front in opposing government
power developments.

Urges More Political Interest

As a businessman who has spent
the last six years as a United

- States Senator with more -than a

passing interest in your affalrs, I
have sometimes felt there is a

ity on the part of some util-
1ty executives in making contacts
in ,Congress and in participating
in utility legislative efforts.

" You cannot expepct the em-
ployees you send to Washington,
or : those "you -have permanently
stationed there, to work without
benefit of your help,. This.is your
job—your responsibility—and you
need never hold back or apologize

(1739) 15 :

in defending the position of your
company, and. your mdustry in
Washingfon. In this respect pub-
lic power is not the least bit
modest. ;

Without question, you are con-
cerned about the efforts being
made in Washington to silence
you. I would only say this: If Con-
gress doesn’t grant some tax re-
lief for your advertising and leg-
islative effort, I hope this won’t
deter you from participating up to
the hilt in such programs. There
is no place in this fight ‘for ti-
midity. Those who are timid will
lose their shirts.

We are talking here of matters

ou can do something about. You
is;ave top-flight executives to head
up your operating, engineering,
financing, and other divisions.
Since ‘politics now is one of the
most important, if not the most
important activity that confronts
you, is there any reason why yon
should not select a top official to@
handle this field as his primary
responsibility? I do not believe
you can leave this to an already
overworked executive or to your
lawyer. It requires full-time at=
tention.

An advantage you have is your
coverage. You operate in every
state in the Union except. Ne-
braska.- I.know of no other in=
dustry with this same advantage.
You have responsible representa-
tives in almost every Congres-
sional district who are; or should
be, well- acquainted with local of-
ficials and opinion leaders.

One 6f your opposition groups
has organized what it calls “Min-
ute Men” .to work for its.legisla-
tive bbjectives, many of which are
designed to put you out of busi-
ness. It would appear to me that
you already have your Minute
Men. - The question is, are you
using them? -~

Talking with your Congressmen
and Senators is a very important
function.” We are busy people, sa
.never assumeﬁ that we are fully
informed on the subjects in which
you are interested. If we -are
busy and. tied up, talk to our ad-
mihistrative assistants. They will
get the word to us. But do no$
be- hesitant about coming to' see
us. Most of you do not come
around often enough. Some come
only when they want something.

Continued on page 44

s,‘u p'el?-highway
~approach to
sound investments

By

Puerto RicoAvill soon have nearly a linear

5 mile of modern, hard-surface road for
every square mile of its area. These highways
"lace the entire Common\w.l,lth from east'to west
and from ‘the’ Atlantie to the Caribbean.

There are already more ‘than 2880 miles of. a]l— )
- weather paved roads in Puerto Rico. A total

of 86 nu](-s of new highways is being added this
© « figeal year, 99 more in 1959-60, and an
additional 300 in 1960-63. These highways
make aceess swift-and-easy from the seaports
-and air terminals of Puerto Rico to towns
and industrial sites in the interior.

“This well-planned highway system is one
of many progressive features that invite
attention-to thesound investment opportunities

in Puerto-Rico. They include the tax-exempt
general, ob]xg.ltlom of the Commonwealth and
its municipalities, and the tax-free revenue
bonds of its Authorities. Your bank or

security dealer can give you full information.

GOV EﬁNMENT DEVELOPMENT

BANK FOR PUERTO RICO
" Fiscal Agent for the Commonwealth of Puerto Rico-

P. 0. Box 4591, San Juan, Puerto Rico
37 Wall Street, New York 5, N.Y.

When your company is largely
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- THE MARKET

... AND YOU

By WALLACE STREETE

=

Except for some drugs, elec-
tronics, special issues and oc-
casional interest in some of
the blue chips, the stock mar-
ket did a lot of coasting this
week, profit-taking rather
quick to move in on the
sprinters and overall turnover
holding to a rather moderate
clip. 3 A

All the words of warning
against unbridled speculation
of a week ago, and the con-
tinuing possibility that any
new advance will bring new
restrictions from the Federal
Reserve Board, kept much of
the market restrained. And it
also appeared to heighten in-
terest in the quality section,
notably high-priced Interna-
tional Business Machines
which raced ahead a dozen or
more points at a clip to make
it a regular on the lists of new
highs. A'pending 3-for-2 stock
split helped heighten interest
in this blue chip.

Interest Centered in Splits

The rash of stock splits and
stock dividends that would
seem at the moment to be
heading for an all-time record
this year was drawing undue
interest even in cases where
the promise already should
have been well discounted. On
the other hand, the sharp
pickups in earnings weren’t
much in the way of a market
factor, the geod news seem-
ingly having been anticipated,
except in a few stray cases
like du Pont. Here company
predictions of a jump in prof-
its of up to 70% over the first
quarter last year was even
better than had been antici-
pated.

Steels were fairly buoyant
but far from showing any ex-
cessive strength as some of
the steel analysts with an, eye
on the large inventory re-
building in anticipation of a
strike started talking of a
drop of 30 to 40%¢ in the oper-
ating rate if a labor tieup is

- avoided. The first quarter re-
sults, however, were expected
to show- some sharp earnings
"gains but were still not in full
flood from the larger com-
panies. :

L % ]

An indication of just how
sharply the. steel -company
fortunes have rebounded was
offered in the Jones &
Laughlin-report which
showed a spurt from $1.6 mil-
lion profit in the first quarter
last year to $15.7 million this
year.

Rails About to “Confirm”

_Rails were able to work
higher and were at something
of a crossroads with only a
couple of points more im-
provement putting them in

line for a 1959 high and add
“confirmation” to the previ-
ous new peaks of industrials
and utilities.
£ " £

Qils found little to celebrate
except in a few special occa-
sioms like Tidewater which
was a prominent exception on
the lists of new highs as it was
confirmed that there are
merger talks with Skelly Oil
although it is still too early
to ascertain if a definite merg-
er would turn out to be feasi-
ble. For the internationals
there was the disturbing ele-
ment of the possibility that
Iraq would seek to upset the
more-or-less traditional 50-50
profit split. This would upset
companies in which Royal
Dutch, British Petroleum,
Socony and Standard Oil of
New Jersey dre involved.

£ Ed N

Utilities were also a bit
hesitant, some large blocks
showing up both in listed
trading and as off-board offer-
ings making utility followers
wary for the moment of siz-
able realignment of important
portfolios.

Motors Rally

In the motor section the
more buoyant isstie has been
Ford, which edged to the
highest standing it has shown
since it was listed in 1956.
General Motors featured on
volume occasionally while
Chrysler which is the candi-
date for the best rebound
from a definitely” troubled
year, oddly was inclined to
lag.

There are indications that
Ford has been showing the
better results so far this year.
American Motors, which is
solidly in the black, wasn’t
overly popular marketwise,
the edge pretty much taken
off the issue by the threatened

‘heavy ‘¢ompetition of the Big

Three in the economy car
field this Fall. '

Interesting Shipping Item

A rather strange newcomer
to popularity has been Lykes
Bros. Steamship. The ‘stock
became available publicly
about a year ago and has yet
to round out a full year of
listed trading. It moved nar-
rowly, holding in a 24-19
range last year, and was even
more restrained this year in a
range of 29-21 until it broke
through on the top side this
week.

The:- company is a family
operation, its activities in the
Gulf area and, as some of the
analysts like to put it, a case
of a company worth more
dead than alive. Against its
market price in the low 30’s,
it has a hook value in excess
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of $50 a share, and the cash
jand governments held pri-
marily for the ship replace-
ment program alone add up to
more than the market price.
It has a low times-earnings
ratio, approximately seven-
times until it began moving,
and on its conservative $1
dividend payout offers an
about-average yield of around
3%, -

» =
5% 4

Something of ‘a question
mark is the low-priced Lehigh
Valley Industries. The stock is
definitely a speculative item,
but it did go into something of
a play when it was announced
that it was withdrawing from
the coal business. The obvious
implication is that it will have
some income from the proper-
ties leased to another coal
operator. Furthermore, it has
a couple of subsidiaries,
Steadley Co. and Signal-Stat
Corp., acquired last year and
the year before, with income
but it failed to cover the coal
deficit. Then the company
moved to pave the way: for
possible, but not certain, liqui-
dation and the prospect -of

cash in the form of dividends .

in this operation. But it was
all very much up in the air
and what the future holds for
the. company is by no means,
assured.

Revival of “Monkey-Ward”

The better-than - average
yield was the more than 412 %
in Montgomery Ward which,
after years of stagnation, is
now spreading its corporate
wings with new stores and
improvement and expansion
of existing ones. When the
catalog store expansion pro-
gram began in 1955, for in-
stance, there were only 278
such units and now operating
are 527. The expansion natu-
rally restricts the profit pic-
ture for a bit since the com-
pany will spend around $40
million this'y ear — against
only a bit more than $27 mil-
lion last year—and has pro-
grams calling for eventual
outlay. of an additional $50
million.

" R %

The revitalization of this
chain, however, offers longer-
range promise for a company
that in much of the post-
War II period was losing sales
ground. rather steadily, It is
also one of the more mundane
of the stocks through the
gyrations seen in the general
market so far this year, its
range-still a shade less than
five full points. And it is still
available below the peak price
,posted in 1956 when the stock
was last split.

[The views expressed in this
article do mot mecessarily at any
time coincide with those of the

“Chronicle.” They are presented
as those of the author oniy.]

Form Investors Service

(8vecial to THE FINANCIAL CHRONICLE) v
WALTHAM, Mass.— Irving S.
Rosenberg is engaging in a secu-
rities ‘business from offices at
475 Trapelo Road under the firm

name of Investors Service Co.

Bank and Insurance Stocks

By ARTHUR B. WALLACE =
This Week — Bank Stocks

As was generally looked for by most of the trade in bank
stocks, the first quarter turned in earnings figures that closely
compared with those of the 1958 first period. Bank stock prices
have not of late kept pace with those of equity markets generally,
probably because in recent months there has been a tendency on
the part of the Justicé Department to frown on some of the re-
cently announced:large: mergers, with a -contributing cause being
the failure of the New York State Legislature to pass the cave-
fully drawn up bill just prior to their adjournment.

In the case of the Morgan-Guaranty tie-up, to cite one case,
Morgan, which had had such a sharp run-up to around 410-415 has
since been quoted in the 375-385 area. Now, Morgan at 410 would
give a'yield of only about 2.44%, and the investor in bank shares
is entitled to something better, even conceding the fact that it is
regarded as a ‘“‘oremium stock.”

Another indication could be the interposition of the Justice
Department in the proposed merger of First Western Bank & Trust -
of San Francisco with California Bank. If the Department is intent
on preventing mergers between large banks on the score of .less- .- -
ened competition, much of-whatever speculative interest that the -- -
hanks have had would be removed. v : Haed

In the Morgan-Guaranty proposal the basis announced was- -

‘4.4 shares of Guaranty for one Morgan. As Guaranty at this point

is selling at approximately-93, Morgan should be worth 409, so
there is a decided disparity that is hard to justify apart from
decided doubt about the merger going into effect.

This might, conceivably, tend to act as a damper on bank stock
prices, and, along with some dividend increascs, put these stocks
on a moderately better return basis. :

This. department ‘is of the opinion that any easing of bank
stock prices will not be of much consequence, however: Interest

rates are holdirg up, as has the general economy, and while loan -

totals -have not changed ‘much, government obligations in recent
quarters have chown decided: improvement. "

Another favorable .aspect is in connection with ‘securities
profits. These, {or 1958, were quite sizable for many of the major

. banks, and in numerous instances were greater offsets to the losses

resulting from the recent recession. These realized securities prof-
its are a good source of income to the banks, as they are in most
cases long-term, and hence are taxed at‘'a maximum rate of only .
25%. i o e
Let us look at the first quarter earnings of the leading New
York banks. Here are given per share operating results for the
quarter, along with operating figures for the 12 months through
March 31, in both cases, compared with the comparable 1958
showings. . :

’ Earning - Book Value Comparison
st Quarter 12 Months  Mar. 31 . Mar, 51 %
1958 1959 1958 1959 1954 1959

$1.42 $1.51 $5.75 $5.56 $61.64/$67.32
457 4.04 19.54 16.69 160.38 198.00
1.07 1.04 431 4.22 43.94. 4847
1.05 1.13 381 4.33 40.03 4685
426 4.62 17.18 16.56 129.22 168.64
124 121 485 499 5847 6247
131 '5.39 4.91 66.77 70.32

0.90 '3.75 3.51 37.66. 43.40

0.65 273 2.61 24.84 26.56

1.07 4.12 4.13 37.55 44.48

6.28 23.41 24.16 203.91 254.89

151 6.07 4.25 63.76 71.26

147 5.66 559 64.52 67.18

Bankers - _.

Bank of New York (d)
Chase Manhattan_.__(g)
Chemical Corn
Empire

First City

Guaranty

Hanover

Irving

Manufacturers

J. P. Moergan

New York Trust.

U. S. Trust

bt NS
pEGSaoon

RO wemowub

a Includes First National City Trust Co.

b Indicated earnings used. \

d Adjusted for 50% stock dividend September, 1958; on 240,000 shares in 1938;

270,000 shaves in 1959, :

e Earlier data reflect 4% stock dividend January, 1959,

f Earlier data reflect 2% stock dividend January, 1959,

g Figures do not iuclude Clinton Trust Co. prior to merger in Januoary, 1959.
In the book value tabulation, whereas J. P. Morgan & Co.

shows one of the larger growths and Guaranty one of the smaller

increases, it is to be noted that Morgan’s dividend is low relative .

to operating earnings; Guaranty disburses a large proportion of

operating earnings. If the two banks merge—a development that

now begins to have a shading of doubt—it is generally expected

that the dividend will be relatively higher than Morgan’s present

$10.00, and may be as high as Guaranty’s $4.00, including the 80

cent extra. . . o i
Empire, too, has for some years also consistently kept-its divi- .

dend low, relative to earnings. There have been several .stock -

dividends by Empire in the past few years; and as the shares have

been maintained on the. same $3.00 annual basis, the stock  divi-

dends have, in essence, constituted increases for the stockholder

who has held right through. ! -

| NATIONAL AND GRINDLAYS

COMPARISON & ANALYSIS BANK LIMITED
FIRST QUARTER 1959 Amalgamating National Bank of tndia Lid.

and Grindlays Bank Li4.
New York City Head Office:
Bank Stocks

26 BISHOPSGATE, LONDON, E.C2
London Branches: .
) 54 PARLIAMENT >TREET, S.W.1
Bulletin on Request 13 ST. JAMES’S SQUARE, S.W.1
Laird, Bissell & Meeds
Members New York Stock Exchange
Members American Stock Exchange

Trusiee Depts.: 13 St. James's Sq.; Govt.
Rd., Nairobi; Ins. Dept.: 54 Parliament
120 BROADWAY, NEW YORK 5, N Y.
Telephone: BArclay %-3500

St.; Travel Dept.: 13 St. James’s 8q.; In-
Bell Teletype NY 1-1248-49

come Tax Depts.: 54 Parliament St. &
(L. A. Gibbs, Manager Trading Dept.)

13 St. James’s 8q.
Bankers to the Government in ;: ADEN, KENYA,
Specialists in Bank Stocks

DOANDA, ZANZIBAR'S SOMALILAND PROTECTORATS
Branches in :
ENDIA, PAKISTAN, CEYLON, BURMA, KENYA,
kv A, UG

ADEN, SOMALILAND PROTECTORATE,
NORTHERN AND SOUTHERN RHODESIA,

e
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Highlighs. from

GULFOILS
1958
REPORT

Gulf Oil’s 58th year was marked by record activities in all major -
departments. World-wide oil production was up 13%, refinery runs
2%, and refined product sales 8%. ‘

Net income was $329 niillion, the second highest in the Company’s
history. Gulf’s working capital showed:a substantial improvement
over the previous year notwithstanding the lower earnings and the
continuation of heavy capital expenditures.

The financial and operating highlights from the Gulf 1958 report
are presented here. ;

CONSOLIDATED FINANCIAL DATA

Net Income. ..

Net Income Per Share (based on shares at end of 1958)

Cash Dividends Paid

Cash Dividends Paid Per Share
Stock Dividends Paid

Total Assets

Working Capital

Net Sales and Other Operating Revenues

Capital Expenditures
Depreciation, Depletion, etc. . . ..

1958 1957
... $ 329,533,000 $ 354,284,000
$10.17 $10.94
$ 73,823,000
$ 2.50 $ 2.50
4% 5%
$3,430,019,000 $3,240,5%1,000
$ 565,498,000 $ 450,051,000
$2,769,377,000 . $2,730,085,000
$ 401,245,000 $ 546,453,000
. $ 261,165,000 $ 252,265,000

- OPERATIONS DATA—DAILY AVERAGE BARRELS
(Includes Gulf's equity in companies less than 100 % owned) 1958 1957

Gross Crude Oil, Condensate, & Natural Gas Liquids Produced 1,396,782 1,253,775
Net Crude Oil, Condensate, & Natural Gas Liquids Produced - 1,298,869 - 1,151,438

Crude Oil Processed at Refineries
Refined Products Sold
Natural Gas Liquids Sold

698,133 682,215
806,699 747,198
110,169 106,301

(A limited number of copies of Gulf’s report is available to customers, Write to Room 1300, P. O. Box 1166, Piftsburgh 30, Pa.)

pitized for FRASER
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Hlusions Cost Too Much 2

By VICE-ADMIRAL H. G. RICKOVER, U. 8. N.*
Assistant Director for Nava] Reactors, Division of Reactor
Development, U, S, Atomic Energy Commission, and
Assistant Chief of the Bureau of Ships for Nuclear Propulsion

With clairvoyant detachment, Admiral Rickover exposes what
he believes is as our fundamental weakness; i.e., our illu-
sions about our standard of living which he attributes to be
more a product of luck than of brains. The Navy’s nuclear
pioneer, perhaps mindful of his own experience, pleads we
should not be intolerant of those who criticize our beliefs. He
goes on to explain why our devotion to economic growth may
prove to be an actual liability; posits a Malthusian specter
of nonrenewable resource consumption as an exponent of pop-
ulation growth; and finds we may have become smug and
complacent due to detrimental-delusion that our affluence is
due to our superiority rather than good fortune. Convinced of
our great untapped potentialities, the Admiral urges we con-
serve our material and human resources by less waste and
planned obsolescence, and more education; ‘cease monetarily

favoring those who use ideas

and material over those who

think up ideas and create new materials; and never cease
critical analysis. : .

‘When athletes enter a race, they
come prepared to the best of their
ability; as near to physical per-
fection as native endowment and
rigorous
training can
make them,
their bodies
lean, their
dress ade-
quate but’
light. Each has
assessed his
own strength
and weakness
and measured
them against
his oppo-
nents’; few in-
dulge in illu-
sions about

their own or
their competitors’ competence,

The world today has become ‘a
gigantic stadium where races, for

H. G. Rickover

supremacy in economic, cultiral,:

scientific, political, and milifhry
competence are run every y.

Since the end of World War §I,:

power has polarized in two giaMt
combinations constantly compet-
ing with each other. In the fore-
seeable future there is little pros-
pect for permanent lessening of
tension between the two; hence
the race promises to continue for
years, with now one side, now the
other ahead. This is'an unhappy
ﬁrospect for us who wish only to
ive in peace and tend to our na-
tional concerns, but one we cannot
evade. The contest is a fact of
international life which we must
face intelligently and courageously
80 that we may make the right
decisions and take the proper
actions,

Finds Isolationism Passé

The first prerequisite is that we
look at ourselves and at our op=
fonents with the eye of an ath-

ete who wants only to know. the
truth so that he may profit from
it. This is assuredly not a time
when we can afford to give our-
selves over to complacent satis-
faction with our ‘present wealth
and power. What we need is criti-
cal self-analysis so that we may
detect any weaknesses we may
have and rectify them—any traits
or attitudes which might have
been appropriate in the past when
most Americans - lived in rural
communities and the United States
was isolated from world events.

Now that we occupy the center of -

the stage in world affairs such
traits and attitudes may have
turned into disabilities. The pres-
ent is an age of lightning change
fn the fortunes of nations; when
one major scientific discovery
could alter long established power
relationships; when one wrong

step could upset the present equi-

*Copyright 1959, H. G. Rickover, An
Address by Admiral Rickover before the
Yale Club of New York City, N. Y. C.,
March 16, 1959, and published with the
author’s permission.

librium and plunge the world into
nuclear ‘war, In these parlous
times we cannot afford to indulge
in illusions about ourselves or al-

_low our judgment to be clouded
. by the distaste we feel for our op-

ponents’ way of life. Illusions are
a form of excess weight that ham-

. pers action and diminishes fitness:

At this moment in history, when
every ounce of strength is needed,
illusions - cost too much. They

' could cost us survival.

An illusion may be defined as a
belief that has. lost contact with
reality. ‘Illusions persist because
they are ready-made substitutes

for thought and, as -James Bryce.

remarked, “to’ the vast majority

‘of mankind nothing is more agree-

able than to escape the need for

illusions, Some camnot bring them-
selves to face:thefact of.their por
litical and military weakness, and
delude themselves about their real
power; thus deluded they may
then be tempted into aggression.
Other. nations underestimate the
difficulties of managing a modern
technological society and imagine
it .can be bought or begged from
abroad and imposed ready-made
upon an ancient and archaic way
of life.. When this fails, as it nearly
always will, "a. disappointed and
frustrated people may find solace
in the illusion that it is being
grievously wronged by other na-
tions and, thus deluded, ‘embark
on disastrous foreign adventures.
Our own illusions at least do not
endanger the peace of the world,

mental exertion.” l%il) nationshave,

though they are harmful enough -

to ourselves and to our friends
who depend on us for wise and
strong leadership.

Too Lazy to Rethink

One does not have to be par-
ticularly perceptive, or exception-
ally well-informed, or unusually
intelligent, to discover, after some
research into this matter, that cer-
tain of our national beliefs do not
accord with reality, By clinging
uncritically to these illusory be-
liefs, we needlessly handicap our-

selves in the‘race that is being’

forced upon us by the totalitarian
bloc. : We persist in our .illusions
because as everyone else, we dis-

like having to rethink matters "

which we believe to have, already
been settled once and for all.  The

inertia of matter is no greater than -

that of the human mind — with
both, the natural condition is rest;
to move either produces friction
and heat. With us, this general
dislike for change is reinforced by
a national trait that is becoming
a liability—our habit of subjecting
critics to opprobrium because they
violate our unwritten convention
that everyone ought to stick to
his last and not “butt into the
affairs of others.”

This convention was not unrea-
sonable when our country was
sparsely populated and everyone

epended upon himself alone, ex-
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cept in emergencies which were

handled by voluntary community

assistance rather than by govern-
ment action; the citizen was then
hardly conscious of his govern-
ment. But today most of us live
in crowded urban environments;

our society depends increasingly -

on a well-ordered meshing of all
human activities and hence on
more and more government con-
trols and services. These are con-
sequences of technology and hu-
man crowding-and have little to
do with political theory. In the
manner we live today, many ac-
tivities once considered private
are now involved in national is-
sues. I need hardly say that in
democracies all citizens are le-
gitimately concerned with such
issues. They have both the right
and the duty to criticize what they
consider harmful to the national
interest.

‘Our Attitude Toward Critics

- What we sometimes forget is
that the critic in a democracy
occupies a position that is quite
different from the place he would
hold- in authoritarian countries,
The minority that rules there
without the consent of the people
cannot tolerate any social criti-
cism for this amounts to censure
of its conduct. Criticism, if al-
lowed, would in time undermine
the power of the minority. The
ruling minority, therefore, appro-
priates for itself the majesty of
the sovereign states and brands all
crilicism as lese-majeste. Its.per-
sonal desire to:escape censure is
thus camouflaged by making the
voicing of popular discontent .an
unpatriotic act. ‘At times some-
thing of ithis kind is attempted
in democracies by groups claiming
to-speak for the nation—a false
claim on the face of it for'it 'is
we, the people—all the people-—
who are the. sovereign n?ttion.-_ln

.consequerice, all sqcial crfticism in

dembcracies s iny esserice . self-
criticism. : Critjcism’ and contro-
versy do,not endanger democracy;
they are inherent in the right of
a free people to discuss national
issues; hence they are an essential
part-of the democratic process.
The process is weakened if we arc
tolerant of those who'question our
beliefs; if we retain toward the
critic an attitude that may have

had its place in pioneer societies:

but that is no longer appropriate.
This attitude makes it particu-

-larly diffieult to dislodge-illusiens:

in which various' pressure. groups

‘havé acquired what one might de-
.scribe as .a f‘vested.interest.”} In

such cases, the lonely critic con-
fronts ‘powerful and ‘wealthy
organizations who fight unscrupu-
lously for their favorite illusions.
Illusions obfuscate national issues:
they prevent the people from see-
ing the issues clearly. Were the

.issues fully, understood, action

might be taken to put the rational
interest above the -particular
group interest. But one of the
main objectives of pressure
groups is to prevent this from
happening.
groups realize that ultimately
everyone suffers if the national
interest does not prevail. Their
eyes are fixed on the short-run
advantages to be gained at all cost
for themselves; not on the coun-
try’s long-term interest. The most

racy, as Madiscn clearly saw, was

<how -te - “break: and -control- the;

violence :of faction.” And:' Theo-

dore Roosevelt, greatest teacher

of democracy . this country  ever
had, reserved his most biting cen-
sure for special interest groups
who tear the nation apart by their
determined effort to prevent the
people  from putting national
above special interests.

In the long history of mankind,

short and rare have been the, pe-
riods when people were privi-
leged to govern themselves. Most
of the time, man hasbeen subject
to government by the few who
claim to possess superior knowl-

Continude on page 46

“mechanical

Seldom do these.
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NEWS ABOUT BANKS
AND BANKERS

- CONSOLIDATIONS
NEW BRANCHES
NEW OFFICERS, ETC.
REVISED

CAPITALIZATIONS

The First National City Bank of
New York moved its 26 Broadway
branch into new, larger quarters
at 2 Broadway. The main banking
floor will be atstreet level in a
new 32-story structure with the
largest floor space in lower Man-
hattan.

The Corporate Trust Division of
the bank and of First National
City Trust Company will occupy
the entire third floor, most of the
second floor and vault space in
the basement. Formerly it oc-
cupied premises at 2 Wall Street,
22 William Street and 770 Broad-
way. Managing the branch will
be Thomas C. Brew, Vice-Presi-
dent, assisted by a“staif which in-
cludes six officers.

Arrangements have been con-
cluded between” First National
City Bank and Intérnational Tele-
phone and Telegraph Corporation
to proceed with the installation
of an automatic system to process
bank checks, perform deposit ac-
counting, and related reporting
and analysis functions, it was an-
nounced jointly by the bank and
ITT. wr L

Scheduled to go into operation
early in 1961 in the new Uptown
Headquarters of First National

City at 399 Park Ave., the system:

will permit rapid ‘electronic and
processing of = all
checks” and documents regardless

‘of type, shape, or size. Informa-

tion on the status of any account

- may be provided in seconds.

“* The appointments of Thomas M.

‘Hague -and- Richard M. Pollack as
" Assistant ‘Secretaries of Manufac-

turers Trust Company, N. Y., are
announced by Horace C. Flanigan,
Chairman of the Board.

Mr. Hague joined the bank in
1940 and was appointed an Assist-
ant Manager -in 1956.- He is as-
signed :to;the bank’s Credit De-
partment at 55 Broad Street.

Mr. Pollack joined the bank in

1947 and was appointed an Assist-
ant Manager’ in 1956. He is as-
signed to the bank’s Bowery Of-
tice, 122 Bowery. -
"~ The appointment of John D.
Keenan as an Assistant Secretary
was also announced by Mr. Flani-
gam )

At present, Mr, Keenan is as-

‘signed to the Branch Loan Con-
‘trol Department at the bank’s

44 Wall Street office. .
W% %
IRVING TRUST COMPANY, NEW YORK
Mar. 31,59 - Dec. gl,’sa
$

Total resources. 1,864,902,940 1,991,230,223
Deposits 1,651,691,843 1,774,870,208
Cash and due

from. banks__
U. 8. Govt, se-

curity hcld'gs
Loans & discts.
Undivid. profits

437,475,234 516,649.115
389,285,956
842,568,179

26,602,612

493,207,496
337,201,036
29,094,372
) 5 5

William S. Mason, Jr. has been
appointed an Assistant Comptrol-
ler- of Chemical Corn Exchange
Bank N. Y. it was announced
by Harold H. .Helm, Chairman.
Mr.. Mason joined the bank in
1958.

woow

The Hanover Bank, N. Y., an-
nounced the election as Trustees
of John A. Coleman, John E.
Heyke and Eugene J. McNeely.

The Board of Trustees of The
Bowery Savings Bank, N. Y., on
April 13 appointed Herbert Schef-
meyer, Assistant Vice-President;
William T. Staubach, Jr., Assistant
Treasurer and William Pierson,
Deputy Controller.

Mr. Schefmeyer was promoted
from Deputy Controller, Mr. Stau-
bach from Assistant Secretary and
Mr. Pierson from Chief Clerk.

Ed 5 L3

Lincoln National . Bank and

Trust Company of Syracuse, Syra-
cuse, N. Y., changed its title to
Lincoln National Bank and Trust
Company of Central New York,
effective April 1.

ERT A

! The Citizens National Bank of
‘Wellsville, Wellsville, N. Y., with
common stock of $360,000: and
The First National Bank® of
Whitesville, Whitesville, N. Y.,
with common stock of $25,000
merged, effective as of the close
of business March 31. The con=
solidation was effected under the
charter and title' of The Citizens
National Bank of Wellsville.

i | P
o P %

City National Bank & Trust
Company of Danbury, Danbury,
Conn., with- common stock of
$350,000, was merged with and

“into City Trust Company, Bridge~

port, Conn., under the charter and

title of City Trust Company, ef-

fective at the opening of business

March 30. i
k3 -

James G. Wilkie’s promotion to
Vice-President and Cashier was
-announced by Harvey C.-Emery,
Chairman of the Board and Chief
Executive Officer of First Trenton
National Bank, Trenton, N. J.
Mr. Wilkie joined the bank' staff
as a clerk in Aug., 1926. During in=
tervening 33 years he has served
in many departments and capaci-

-ties.  He became a teller in which

position. he served both .in. the *
Main Office and the branches. He
was elevated to become Assistant .
Manager of the Chambersburg Of~
fice. In due course he was trans-
ferred to the Main Office to as-
sume the duties of .Credit
Manager during which period, in
September, 1948, he was promoted
to become an Assistant Cashier.
He had charge of the Credit De-
partment for several years and
it was in this capacity he was
promoted to Vice-President in
December, 1952, after assuming
additional duties as a'lending of-
ficer.
# #* #

A pre-fabricated banw, which
was assembled from component
parts for a house, has made its
appearance, a rather sudden ap-
pearance, in Newark, N. J., and is
doing business there. :

The pre-fabricated building is
a new office, the Seaport Office in
Port Newark, of the National
State Bank of Newark, N. J., and
is the first of its kind to be used
as a bank.

The bank has 21 other offices
acquired in its 147-year history -
and most of them are important
looking structures in the neo-
classic style that has always been
favored by banks.

: oz % -

Citizens .National Bank. in
Windber, Pa., increased; its com-
mon capital stock from. $100,000
to $150,000 by a stock dividend,
and from $150,000. to $200,000. by
the sale. of: new. stock, effective
April 1 (number of shares out-
;lzanding—B,OOO shares, par value

h) i

Farmers and Bank of Amber;t,
Amberst, Va., has changed its title
to Bank of Amberst, 7

% %

L
The Provident Savings Bank
and Trust Company, Cincinnati,
Ohio, has changed its title to The
Provident Bank. . ’
= oE % :
The Farmers and Merchants
Bank Company, Christiansbvrg,
Ohio, has changed its title to The
Farmers and Merchants Bank.
CHE i
The People’s Bank Company,
Canal Winchester, Ohio, has
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changed its title to The Peoples
Ba

Ed % * .

' The Ashville Banking Company,
Ashville; Ohio, has changed its
title to The Ashvﬂle Bank

The Natmnal Bank of Dover,
Dover, Ohio, with common stock
of $400,000; and The Oxford Bank,
Newcomerstown Ohio, with com-
mon stock of $60,000 merged, ef-
fective as of close of business Mar.

28. The consolidation was effected
under the charter and title of The
National Bank of Dover, with
capital stock of $472,000, divided
into ' 47,200° shares of common
stock of-the par value of $10 each.

& * Ed

r ‘Thé ‘common capital ‘stock 'of
La Salle National Bank, Chicago,
1L, ‘increased . its-common ' capital
-stock from $3,000,000 to $3,375,000
‘by the sale of new. stock, 'effec-
tive ‘April 2 (number . of shares
‘outstanding — 135,000 shares, par
value $25). :

THE \ATIO\ AL BANK OF DETROIT,
MICHIGAN

Mar. 31,59 - Dec. 31,58
$
:“Total resources_
Deposits ..
Cash and- due .
from -~banks:.
U.:S. Govt. se~
+ ' .eurity -hold'gs
- Leans & discts..
Undivid. ‘))roms

1,859,538,146 1,946,927,305
1,681,978,2011,766,260,560

373,702,610

600,345,866
. 662,467,850
19 869,684
' First Natlonal Bank in. San
Rafael, Calif., increased  its com-
mon capital sock from $1,250,000
to $1,500,000 by the sale of new
“stock, effective "April 2 (number
of shares outstanding —- 150,000
shares, par value $10).

392 538,461

GGO 681 ,069
673,127,960
29,00’7.682

..;iTwo  Vice-Presidents of Cali-
fornia Bank, Los Angeles, Calif.,
Arthur T, Brett and Alex H.
Smith, have retired completing a
total of 81 years service with the
:banlk, Frank L. King, President,
A has dnnounced

' Mr. Brett joined the staff of a
,‘predecessor institution  to - Cali-
‘fornia  Bank . 46« years :ago “as ‘a
rmessenger,
‘opening 'the bank’s" first- Holly-
»wood . Office in- 1920. "After suc-

Nat’l Bank Women
‘Spring Conferences

The_ National Association of

' Bank ‘Women has announced the -

following series of . conferences,

which will be attended by the -

Group’s President, Charlotte ‘A.
Engel, National Savmgs and Trust
Company. of Washington:

May 1-3, Middle Atlantic, North
Atlantic and New England Con-

ference to_ be-held at Pocono -

Manor Inn, Pocono, Pa.

May 8-9, Mid-West, Lake and . °

Northern Conference, at Nether- Wade, Jr. is now with Willidm' R,

land Hilton Hotel, Cincinnati.
May 10-12, meeting_ of 1959 Na-

* tional

. The Commercial and Financial Chronicle

Convention Committee,
Hotel Schroeder, Milwaukee, WIS.
' May 15-17, Northwestern Con-
fererice, Olymplc Hotel,’ Seattle,
:Wash, -

Merrill Lynch Adds
;Sncclal to THE FINANCIAL CHRONICLE)
* SAN FRANCISCO, Calif—Car-
ole Dunbar has been’ added to the
staff  of -Merrill Lynch, Pierce,
Fenner & Smith, Incorporated
301° Montgomery Street

Joins Wm. R. Staats

(Special to THE FINANCIAL CHRONIGLE)

SAN JOSE Calif.—Leonard M.

‘Staats & Co., First National Bank
Building.

Promole Anniversary
* Dinner for Hospital

Leonard Zahn, of Brukenfeld
and Co., is an assoeiate Chairman
of the 60th Anniversary Dinner of
the National Jewish Hospital at
Denver. -Leon A. Rosenbaum,
Vice-President of ‘the Manufac-
turers Trust Company, is a Vice-
Chalrman, and Samuel Wechsler;,
broker, is helping promote the
dinner as a hospital trustee. :

The dinner will be held May 13
at the Waldorf-Astoria Hotel in
New- York. The guest of honor
will ‘be L. E. Oliver, Vice-Presi-

dent. of Sears, Roebuck and Co.

The event will benefit the' Denver
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institution, a non-sectarian medi-
cal center for free care and re-
search in tuberculosis, asthma and
other chest diseases and heart
surgery.

Einer Paulsen Adds

(Special to THE FINANCIAL CHRONICLE)

SAN ‘JOSE, - Calif. — James E.
Wade has been added to the. staff
of Einer Paulsen Investment Se-
curities Company, 1616 Washlng-
ton Avenue,

Joins Jack. Dusapm
(Special to Tue memr. Cunomm)
BOULDER, Colo. —Richard W.
Johnson is ‘now afﬁhated with
Jack P. Du=apm, 506 J umper Ave.

He 'is credited ' with

‘cessive: promotions he was 'named -

‘Cashier of the:bank and in’ 1938
. wwas elected.a Vice-President. Mr.
‘Bretl’s responsibilities: have been
Jargely centered in. the bank’s op-

.-erations.and. he"is regarded 'as an .

' expert in that area.
+ Mr. . 8mith “has 'been- with ‘the
hank “for" 35 years. ‘After various
“branch.office assignments he was
rappointed Cashier .of the bank in
1942 -and--elected  Vice-President
in 1946. For the .past 10 years-he
has' been-in charge of the bank’s
Van: Nuys -Office ‘and Supervisor
of -all California :Bank  offices. in
the San Fernando Valley.
) %* %
P _At their meeting onApril 7 the
:boards of directors of :Crocker-

-Anglo National Bank, San Fran- -

.eisco, Calif.; and. the 'Ceunty
National Bank and: Trust Com-
pany of Santa Barbara, Calif.,
formally 'approved plans for a
merger of the two institutions,

Well-seasoned ready to serve.

and called special meetings of '

“their respective shareholders for
May 26 to consider ratification of
“the plan, it was announced jointly
by Paul E. Hoover, President of
Crocker-Anglo and Joe D. Pax-
Aon, Chairman of County National.
’Prehmmary approval. of the

‘nerger plan has been granted by. .

superv1sory authorities.

!"Upon consummation ' of the
merger "County -National’s office
at State -and Carrillo Streets in
-downtown Santa Barbara, and its
‘office in nearby Montecito Vil-
.lage, " ‘would “‘become Crocker-
Anglo’s County Main and Mon-
.tecito  offices, respectively. All
officers and staff members of the
:County -National would become
.officers and ‘staff members ' of
Crocker-Anglo and would partici-
pate fully in Crocker-Anglo’s pen-
sion plan and other employee
‘benefits. Directors of County Na-
tional would -become Crocker-
Anglo’s Santa Barbara advisory
board.
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- America’s second Zmyest telephone sysz‘em

At Gen Tel, service is a “specialty of the house.”

We're putting out in every way to give the users of our 3V2 milliony

phones the fmest communication possible.
Example: by installing new phones at a record-setting pace, we are
enabling more people to communicate wuth one another.

Example: by developing new products and introducing new equip-
ment, we aré enabling more people to communicate more easily.

Gen Tel is detérmined to give its growing “family” nothing but the
best. We know how vital the telephone is in modern American life.
Our job is to make it even more convenient and economical,

General Telgphone Corporation, 260 Madison Avenue, N. Y. 16, N. Y,.
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is very great indeed. America

.1 . ' . : 4 '3
Electric Power fora Strong America - s iz trone position in

By J. E. CORETTE*

President,

President, Edison Electric Institute
The Montana Power Company, Butte, Montana

Electric utility industry’s spokesman pledges ample, timely
power for defense and economic progress but forebodingly
warns of consequences of Federally-owned or financed com-
petition. The Montana Power head buttresses his pledge of
power resources with statistical evidence concerning generat-
ing capacity in existence and plans for further expansion, and
he proudly cites industry’s stabilizing effect on our recent re-
cession. Referring to U.S.S.R.’s generating capacity, he points
out our lead has steadily increased in recent years and will
widen still further in the years immediately ahead. The indus-
trialist describes the growth of “political elephantiasis” and
he submits a seven-point program of individual, company, and
. industry activities to halt encroaching socialism.

We are living in a troubled
world. Our freedoms, our beliefs,
our institutions, are threatened
by an alien philosophy which at-
tacks us both
from f{foreign
lands and
from within
our own coun-
try.

To protect
this nation
from foreign
armies and
ideologies, -we
must have ‘a
strong:and
sound econ-
omy. bl

Our nation’s
resources for
defense, our
national productivity, every part
of our-complex economy, are de=
pendent upon aw abundant and
never failing supply of electric
power,

Government ownership of utili-
ties has always been the first goal
of the socialists and, communists.
Because of this, the future of the
American’ system  of - government
is dependent on the electric busi-
fiess continuing in the hands of
investor-owned, taxpaying com=-
panies. "This places upomn everyone
in outr industry-a ‘double burden
both as an employee and as a
pood «eitizen. . Our problem is not

J. E. Corette

only to save -our industry, but.

to save-the' American .system- of
governmrent, with its great bene-
tits ‘to ‘the people.

. Electric Utilities: During the- 1958

igitized f

! - Recession

No one: could introduce a pro-
gram entitled “Electric Power for
a Strong ‘America” without first
reviewing the stability ‘and growth
of the investor-owned electric
power industry in the TUnited
States during the 1957-8 reces-
sion and its remarkable contribu~

“*An address by retiring President Co-
rette before the 27th Annual Convention
of the Electric Edison Institute, New Or=
leans, La., April 6, 1959.

tion to the economy of America
during that difficult period.

I have a few data comparing
the performance of our industry
with all American industry in
1958:

Production: Although the index
of industrial production in 1958
averaged  6.3% below. the 1957
level, generation of electricity
increased .2%. ..

Profits: When it came 1o profits
after taxes, the investor-owned
utilities showed a healthy 7.5%
increase, while those of all pri-
vate ecorporations decreased 18%.

Investment in New Facilities:

; During 1958, investor-owned util-
“ities actually increased their con-

struction expenditures 2.3% over
fhose of 1957. This is in sharp
contrast to the 17.4% reduction
for American industry as a whole.
The $3.8 billion spent by our in-
dustry on new: plant and equip-
ment. in 1958 was $100 million
over 1957 expenditures, an all-
time high; and represented one-
eighth, or 125% of the 1958
expenditures for new facilities
by all American . industry. Facts
such ‘as these are important to
all the people of America for they
demonstrate the - stability = and
strength of the investor-owned
utilities during a period of stress.

Capacity Added: The power po-
tential of tlre industry was sharply
increased .in 1958 by the addition
of - 14,100,000 kilowatts of ‘new
capacity. This exceeded the pre-
vious all-time high in 1955.

Of this total, the investor-owned
utilities were responsible for 82%.

Total Capability of Utilily Fa-
cilities: The capability of the total
electric utility -facilities of the
nation, both governmentally-
owned and investor-owned, at the
end of 1958 was 149,000,000 kilo-
watts. The 1958 peak was 117,-
700,000 kilowatts.

We had a margin of 26.6% over
the peak of 1958. The importance
of this margin to national defense
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Wages and Salaries: In all in-
dustry in 1958, wages and salaries
fell off about one-half of one per-
cent, while in our industry they
rose 4'%2%.

1959 Looks Good

The industry will do better in
1959 than it did in 1958. We esti-
mate that a total of 14,400,000 kilo-
watts of new capacity will be
added. This will exceed the 1958
all-time high by about 300,000
kilowatts.

During the year, the industry
should also add a million custo-
mers—just about what it did in
1958. Average annual residential
use should exceed 3,500 kilowatt-
hours. Generation should be about
695 billion kilowatt-hours, another
all-time high.

1958-68 Decade

In our industry it is not enough
to look only at what may happen
next year. We have made a ten-
year forecast based on projecting
past experiences,. on knowledge
of present-day facts, on some
knowledge of future require-
ments, and on seasoned and
experienced judgment. These pre-
dictions reflect two basic assump-
tions:

(1) That there will be no major
war; and 3

(2) That there will be a con-
tinuation of the free enterprise
system as we know it today.

Capability, Generation, Cus-
tomers: Generating capability is
expected to nearly double by in-
creasing from 149,000,000 Kkilo-
watts to 290,000,000 kilowatts, The'
capacity that will be added will
be modern and efficient and will

include a substantial ampunt of’

nuclear-fired stations. = ‘Genera-
tion should more than double by
increasing from 0.64 trillion kilo~
watt-hours to 1.3 trillion kilowatt-
hours. Customers will: probably
increase 25%, from- 56.2 million
to 70 million customers.

Gross Plant in 1968: Gross plant
will increase by 115% as a result
of adding $46 billion of new in-
vestment to the 1958 investment
of $40 billion,

Revenues in 1968: Revenues
should increase from $8.5 billion
in 1958 to about $20 billion in
1968, representing a 135% in-
crease over 1958 levels, The pro-
gram of expansion which I have
outlined will make available an
abundant supply of electric power
to help keep America strong.

Size of the Job Ahead

The figures I have shown for
the 1958-68 decade give an indi-
cation of the enormous job which
our industry faces for the future
to continue to supply electric
power for a strong America,

‘Every department of every
company in the electric industry
will continue to have a monu-
mental job if our industry is to
carry out these predictions and is
to do what is necessary to make
available facilities and render the
service necessary to keep pace
with the growth of America.

We have done it in the past.
We can do it in the future.

Comparison With Russia

Statements have been made
that Russia’s development of elec-
tricity exceeds that of the United
States and, by inference, that the
electric industry has been lagging.
Let us look at some specific facts.

Per Capita Generation 1940-57:
The data compare, on a per capita
basis, the annual production of

‘| .electricity inr the’ United States

ap% Russia for the 1940-57 pe-
riod.

In 1957, per capita production of
electricity in this country was
about 4,166 kilowatt-hours, some
four times Russia’s per capital
production of 1,044 kilowatt-hours.

Continued on page 39

* British Budget

Helps Business

By PAUL EINZIG

Recently announced British budget is viewed with mixed feel-
ings but, barring an election defeat for Conservatives, is not
considered a threat to sterling. Dr. Einzig does expect his coun-
try’s reflationary budget to cause deterioration in the balance
of payments but not emough to cause a sterling crisis this

autumn.

He also sees it accentuating the business recovery

now in progress, encouraging trade union demands for higher
wages, and reviving inflation. Moreover, the columnist is skep- .
tical as to whether it will have favorable political effects and
uncovers contradiction in Socialist oppositionary criticism.

LONDON, Eng—In accordance
with anticipations, the Budget for
1959-60 - is distinetly reflationary.
It aims at stimulating consump-
tion and pro-
duction with
the 2aid of a
considerably
increased def-
icit, As a re-
sult of tax
reductions,
accelerated
repayments of
postwar cred-
its, and in-
creases of
public invest-
ment expend-
iture, revenue
during the Dy Paul Einzig
current finan- .
cial year is expected to fall short
of expenditure by over £700 mil-
lion. This is about twice the esti-
mated amount of savings during
1958; even if the public were to
continue to save at the same rate
as in 1958 about half of the defi-
cit would not be offset by savings
and would produce a reflationary
efiect. 'To 'the extent to which
the deficit: will not be  covered
by the. issue of government loars
taken up by the public it is bound
to ‘create a.net increase of de-
mand, which in turn is bound to
stimulate’ production. It is there-
fore = safe’ to - assume that the
Budget will tend {o accentuate
the business: recovery which is
already. in. progress. We shall
witness ‘an ‘improvement of busi-
ness conditions in Britain during
the next few months. A

Weighs Merits of Budget's Change
A question which is causing

some anxiety is whether in pre- .
vailing conditions at home and

abroad Britain can afford such
a dose of reflation, and whether
the advantiages gainegl by it will
not be offset by the d.l§advantages
of a revival of inflation and by
the resulting deterioration of the
balance of payments.

Economic purists may argue
that in existing conditions refla-
tion entails grave risks. But poli-
ticians who had to take the deci-
sion had to allow for political

considerations arising from' the

fact that a general election is due
in the not too distant future. If
for the sake of sound economics
the government had abstained
froim unbalancing the Budget the
chances of .a Conservative victory
at the general. election would
have been much less favorable.
There is no question of expecting
that the electorate would vote
Conservatiye out of sheer grati-
tude ‘for . paying two bpence less
for . a pint of beer and for the
reduction ‘of - the -income tax by

-9d. in the pound.. What is’ much

more important is that. the elec-
tion may now be held amidst con-

-ditions "of -more of less full em-

ployment and the government
will: now ' be -more likely to be
confirmed .in office. Admittedly
the present. measures carry the
possibility of future inflationary
trouble. . But the advent of a
Socialist' “ Government would
greatly increase the probable cx-~
tent of future inflation. By ab-
staining from reflationary meas-
ures, ~the present .government
assumed a risk for the sake of
‘avoiding a much graver risk,..
It remains to be seen whether
this Budgetary reflation will in
fact produce the political results
it is-expected to produce. Much
depends ' on the timing ‘ol the
general election, on ‘the progress
'made “by economy recovery be-
‘tween now. and the general elec-
tion and on-the progress,of the
inflationary effects. to be . pro- .
duced by the Budget. The extent |
to which there is likely to be a -
lasting increase in - the govern-
ment’s - popuiarity .as a result.of .
the ‘Budgetary measures -should
not be exaggerated. ;

Socialist's Lack. of Logic.’

In this respect. the -Socialist
opposition is guilty .of gross in-
consistency -of a kind that.de-
serves to be immortalized in text-
‘books .on logic.. It .accuses the
-government, - of - having - deliber-
ately deferred long-overdue re~
flationary measures for the sake’
of timing them to take place in -
election year. In the same breath,
however, it accuses-the govern-

ment of having. confined practi-
cally the entire benefit of the
Budgetary concessions to the up=
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. of  a.Socialist. Government.

. prospects - the -unions
- that they are now in a better bar-;
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per income groups. Yet these
upper income groups represent a

egligible pxecentage of the elec-
tmate and “in" any’ “case ‘they
would vote Tory even in the ab-

"sence . of any special beneficial

treatment. If the Socialist con-
tention’ about the unilateral char-
acter of Budget concessions were
justified it would mean that with
this Budget the government has
signed its death warrant.

As a matter of fact, the gov-
errment did not dare to go far
enough in its attempt to reverse

" the trend towards equalitarianism-

that has been going on for 20
years. In spite of the present re-
ductions, direct taxation in Britain
remains higher than in any other
country. The middle classes are
likely to vote for: the govern-
ment, not because they have rea-
son- to be satisfied with the treat-
ment they ‘receive from it, hut

. because: they know -that - they
. would receive a much less satis- -

factory treatment at the: hands

‘The. ‘main - reason . why “the

. Budget:is likely. to produce, infla-’

. tionary effects is that.if is likely

“to. stiffen’ the ~attitude of - trade’
. Unions - towards ", wage - demands.”
. Diiring~ recent months “such ~.de-’

$60,161,000 Issue of
Massachusetis Bonds
Offered to Investors

Bankers' Trust Company, The
Chase Manhattan Bank, The First
National City Bank of New York,
The First National Bank of Chi-
cago, Lehman Brothers, The First
Boston Corporation, Halsey, Stu-
art & Co. Inc. and Phelps, Fenn
& Co. are joint managers of the
group that is offering publicly,
April 14, an issue ‘of $60,161,000
Commonwealth of. Massachusetts
3% % bonds at prices to yield
from 2% for those due 1960 to
3.65% for the 1996-2009 maturi-
ties. The group submitted the only
bid for the issue: 100.4682 for the

~mands. were not- pressed unduly,;_ 3

. though’ considering " thaf. -prices
“were sfable and produchon static,
even ‘such wage increases as werce
" conceded . were - unjustified, . In

‘.response. to" the Socialist charges
_agamst the" government -that in
the Budget . it” has: discriminated’

. in “favor “of. the- higher’ income
~ groups, there is bounql ‘to.be mes-
sure” on trade ‘union leadeérs by

“ the rank -and file to. step.up 'wage -

- demands -and -pursué -them’ w1th_

" the utmost- vigor.

In.-any: case:

- since: Bnd"ctary reflation ‘has un-""
doubtedly impr oved business -

may - feel

T ga mmg position to- plecs Im wage 1

 claims.:

Sces No bterlmg Crisis ThlS»~ .

Autumn
By
is

. Budgetary . reflation

¢ increasing domestlc ‘con-.’
sumption and by leading to higher
. Wages,
- likely to' have an. advérse 'effect:
f on the balance of payments. This’
_does not mean, howéver, that an-
‘ other balance of p'lyment crisis
© is likely . to arise this Autumn.

- Sterling is very steady;'and there- :

is now- enou"h gold to enable the.
- authorities to face some . degree”
~ of ‘deterioration in the balance of

payments without undue anxiety. .
In anycese-such-deterioration is -

. not likely to be .accompanied by
~ the speculative  pressure . against
. sterling ' experienced .on-
_‘previous . oecasions.
. are now. likely to concentrate.on’

the dollar and have little time
to spare for sterling. There is
bound to be a revival of pressure

on sterling before the election,

but this would become reversed
in case of a Conservative victory.
Barring a Conservative defeat
sterling is reasonably safe in spite
of the Budgetary reflation.

William F. Dondero
With J. S. Strauss

(Special $0 THE FINANCIAL CHRONICLE)
SAN FRANCISCO, Calif.—Wil-
liam F. Dondero has become asso-
ciated with J. S. Strauss & Co.,
155 Montgomery Street. Mr. Don-
dero was formerly in the trading

department of J. Barth & Co.

Now With Daniel Reéves *'

(Special to Tue FINANCIAL CHRONICLE)
BEVERLY HILLS, Calif—
George R. Vincent is now asso-

ciated with Daniel Réeves & Co.; '’

398 South Beverly Drive, mem-
bers of the New York and Pa-
cific Coast. Stock Exchanges, He
was formerly with MecCormick

& Co.

many’
Speculators-

More than twice the size of

Texas, Alaska was purchased

for less than two cents an acre.
. Has since yielded nearly 100

times its purchase price in

gold output alone. The 49th
. .state. is also rich in oil, min-
- erals, lumber, fish, and furs.

(s Psr ceur!
IN FREEDOM
NG FOR pRGRESS
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315% coupon, a net interest cost
of 3.46437%.

Rated  Aa' by Moodys the
~bonds are direct general obliga-
tions of the Commonwealth for
the payment of which the full
faith and credit of the Common-
wealth will ‘be pledged- and for
which the Commonwealth will
have power - to levy unlimited
taxes on all taxable property.
They are being issued for various R
purposes.

Among those associated with
the managers in the offering are:

Chemical Corn Exchange Bank;
J. P. Morgan & Co. Inc.; Guaranty
Trust Company of New York;
Blyth & Co., Inc.; Harriman Rip-
ley & Co. Inc.; Kuhn, Loeb &
Co.; Smith, Barney & Co.; Salo-
mon Bros. & Hutzler; Goldman,
Sachs & Co.; Harris Trust and

Saving Bank; Continental Illinois
National Bank and Trust Com-
pany of Chicago; The Northern
Trust Company.

C. J. Devine & Co.; Eastman

Dillon, Union Securities & Co.;
Glore, Forgan & Co.; Kidder, Pea-
body' & Co.; Drexel & Co.; Mer-~
rill .,,Lynch Pierce, Fenner &
Smith Inc.; White, Weld & Co.;

The Philadelphia National Bank; .

W. Pressprich & Co.; L. F.
Rothschxld & Co.

Blair & Co. Inc.; The First Na-
tional Bank of Boston; Mercantile
Trust Company; Seattle-First Na-
tional Bank; Ladenburg, Thal-
mann & Co.; Bear, Stearns &.Co.;
Carl M. Loeb, Rhoades & Co.;
F. S. Moseley & Co.; Shields &
Company; Stone & Webster Secu-
rities Corp.; Paine, Webber, - Jack-
son & Curtis.

Sewards
“lcebox...

(1745) 21

The. First National Bank of
Oregon; The Boatmen’s National
Bank of St. Louis; A. C: Allyn and
Company Inc.; Equitable Securi-
ties Corp.; B. J. Van Ingen &
Co. Inc.; G. H. Walker & Co.;
Hornblower & Weeks; Hemphill,
Noyes & Co., and Dean Witter &
Co.

With A. C. Allyn Co.
(Special to THE FINANCIAL CHRONICLE)
KANSAS CITY, Mo.—Franklin *

H. Brinkley has become assqciated
with A. C. Allyn and. Company,
Incorporated, 101 West 11th Street.
Mr. Brinkley was formerly with
Barret, Fitch, ‘North & -Co., Inc.
and Zahner and Company,

there’s more to Cities Service
than meets the eye!

Some dubbed it “Seward’s Icebox,”

others “Seward’s

Folly.” Critics simply, could not foresee that Secretary
of State William Seward’s purchase of Alaska for
$7,200,000 would return many times its price.

So it was, also, with Edwin Drake’s first -oil well at
Titusville, Pennsylvania, in 1859. Who ever dreamed
that oil would become our chief source of power!

Providing this power. .

. plus countless oil-derived

products of comfort and convenience—requires a vast

network of facilities. It is a tremendous job ..

it unseen by the public.

. most of

Moreover, it is a job which will continue to grow, a
fact progressive oil companies recognize in their plan-
ning. In the past two years, for example, Cities Service
has spent more than $350 million building for the future.

Only in this way can’America be given what she needs
for progress—more jobs, more and better petroleum

products.
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'l'he Challenge of Soviet Power

By ALLEN W. DULLES*
Director, Central Intelligence Agency

There are many comforting and comfortless assessments in
this analysis of the nature and magnitude of USSR’s economic,
military and closely intertwined subversive challenge. Mr.
Dulles fixes secret of Soviet success in their ability to direct
. a far higher proportion of total resources to national purposes
than we do to achieve a military and, now, an economic chal- -
lenge with one-half our GNP. Because of this turn of events,
the nation’s intelligence chief warns we could lese unless we
are willing to devote the necessary share of our power, skill

and resources to our preservation. .

The - author compares

growth rates; shows Soviet bid to underdeveloped areas is
‘most crucial to free world’s: survival; and reyiews Kremlin’s
subversive record and its unwillingness to honor agreements.

- My topic is particularly ap-
propriate for the Edison, Electric
Institute. It was Lenin who de-
fined Communism “as the Soviet
system plus
electrifica-
tion” The
very first
Soviet eco~
nomic plan in
the early 1920s
had as one of
its principal
objectives the
development
of a modern
electric power
system.
Ineffect,
the Soviets
propose to
electrify
Marxism. What they may, in fact,
do is either to shock their back-
ward political institution into key
with their more modernized tech-
nical and industrial skills or elec-
trocute the whole archaic Marxist
political system.
In any event, the Soviet Union
has certainly sought to follow up
-Lenin’'s emphasis on electric

Allen W. Dulles

. power and has become a leader in ;

many electronic fields. It has de-
veloped intensively the role of
radio in its massive effort to
promote its subversive policy on a
world-wide basis. It uses elec-
tricity to jam the airways and to
build an electronic iron curtain
around the minds of their own
people.

A Triple Threat

In my own business of Intelli-
gence, the various manifestations
of electrical power are changing
the whole system of information
collecting in many vital fields.
 Electricity operates the radar
which is on watch against sneak
attack. It helps to make possible
the ready transmission of warning

*An address by Mr. Dulles before the
27th Annual Convention of the Edison
Electric Institute, New Orleans, La.,
April 8, 1959, "

of impending  danger and as the
mass of intelligence pours in day
by day, over electric channels, it
is electronic machinery which be-
comes a valued partner in helping
us in its collation and ‘dissemina-
tion.

The challenge of Soviet power
presents today a trinle threat:

: {irst, military; sccond, economic;

and third, subversive.

This challenge is a global one.

As long as the principles of in-
ternational Communism iotivate
the regimes in Moscow and Pei-
ping, we must expect that their
single purpose will be the liquida-
tion of our form of free society
and the emergence of a Sovietized,

communized world order.

They change their techniques
as circumstances dictate. They
have never given us the slightest
reason to hope that they are
abandoning their overall objective.

We sornetimes like to delude
ourselves irto thinking that we
are faced with another national-
istic power struggle of which the
world has seen so many. The fact
is that the aims of the Communist
international with its headquarters
in Moscow are not nationalistic:
their objectives are not limited.
They firmly believe and elo-
quently preach, that Communism
is the system which will eventu-
ally rule the world and each move
they make is directed to this end.
Communism, like electricity, seeks
to be an all-pervasive and revolu-
tionary force.

To promote their objectives thev
have determined — cost what. it
may--{o develop a military estab-
lishment and a strong national
economy which will provide a
secure home base from which to
deploy their destructive foreign
activities.

To achieve this objective, they
are devoting about twice as much
of their gross national product to
military ends as we do. The USSR
military eifort as a proportion of
GNP is greater than that of any
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nation in the world. Their con-
tinuous diversion’ of economic re-
sources. to. military - support
“ without any parallel in peacetime
history.

We estimate that the total valuc F

of their current annual military
effort is roughly equivalent to cur
own. They accomplish this'with a
GNP which is now lc.8 tnan s
of our own. ey

‘Here are some of the major, cle
ments which go into their military
establicshment. The Sov1et Union:,
maintains an army of'214" “million
men and the tradltlon of universal ;
military training is: be_mg ~CON~

.tinued. The Soviet Army today:has
_been fully re-equipped with a post
. World War II arsenal  of*-guns,”

tanks and artillery. We haye rea-:
son to beclieve the army has al-:
ready becn trained in ‘the: use of
tactical nuclear weapons ¥

Strong Defense Posture )

The have the most modern types
of aircraft for defense: night and
day fighters, a very large medium
bomber force and some lonig-range
bombers. They have built. léss: of -
these long-range bombers than we:
had expected several years ago,’
and have diverted a major effort
to the perfection of ballistic
missiles,

Their submarine strength todav
is many times that with which

Germany entered World ‘War IL.,

They have over 2060 long-range
modernized submarines and a’ like
numbegr of less modern craft. They
had made no boasts about nuclear
powered submarines, and on all
the evidence, we are justified in
concluding that we are ahead of

them in this field. We.must. as--

sume, however, that they have the
capability to produce such: sub-
marines and will probably unveil
some in the near future.
I would add a word on
ballistic raissile situation.
When World War II ended, the

the

Soviet acquired much of the Ger-:

man hardware in the missile field,
V-1 and V-2, and with them many
German technicians. From . that
base, over the past 10 years, they
have been continuousiyv develop-

ing their missile capability, start--

ing with short-range and interme-
diate-range missiles. These~ they
have tested by the hundreds, and

have been in production of certain :

models for some time.

They also early foresaw .that in
their particular geographical posi-
tion, the long-range ballistic mis-
sile would become their best in-
strument in the power struggle
with their great rival, the United
States. As the size and wewht ‘of -
powerful nuclear weapons’ dc-
creased, with the improvement:of -
the alt they became more and
more persuaded of this. Hence,-
they have - concentrated on these
weapons, have tested some and
assert that they now have ICBMs
in serial pxoductlon

They hope in this way eventu-
ally to be able to'hold the U. S.
under the threat of nuelear attack
by ICBMs while they ccnsolidate
their position in the fragile parts
of the non-Coramunistic world.

Before leaving the military

phase of the Soviet threat, 1 want’

to dispel any possible misinterpre-
tations. First, I do not believe that
the Soviet now  have. military
superiority over us; and second, 1
do not believe that they desire
deliberately to provoke hostilities
with the U. S. or the- Western
world at this time. They are well
aware of our deterrent force. They

probably believe that the rvisks to -
them even if they resorted to sur- .

prise attack would be unac-
ceptable,

Taking into account our overall {
stra- |,
tegic position vis-a-vis the Soviet *

military qtlength and ‘our

Union, I consider that our military
posture is stronger and our abil-
ity to inflict damage is today
greater, than that - of the Soviet
Union.

Furthermore, we have allies.
The strength, the dependability,
and the dedication of our allies put

is*
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them in a very different category
than the unwilling and undepend-
able allies-“of Moscow; even in-
cluding the Chinese Communists.

-Testing United States
But ‘as the Soviet.military capa-
bilities and their nuclear power
.grow, . they will feel - that t{heir
foreign policy ean be.'somewhat
.more-assertive: In 1956 during the

< -Suez erisis,'we had the first Soviel’.
~missile-rattling‘ as anew tactic of

‘Moscow - diplontacy.  Since . theri
there - have s been the | Taiwa
Straits and. Rerlin ‘crises, ‘and ‘1o

day .the aggre:sive--Communist

penetration ‘of “Iraq.Hence, -we
must assume that they 'will con-

tinue {o.probe and to’test us, and
suppoit - other:

they - may-““even- :
countries in aggression by’ proxy.
They will put us'to'the test.

' ‘There:are two points to keep in
mind ‘as we view: the military fu-

’ ture. Firstly, with a“much lower

industrial bas_e,‘than we, they are
produung a mmtary effort which

is roughly ‘equivalent to our own:

and . secondly, they have . condi-

‘tioned their people to’ accept very’

real; sacrifices and a low standard
Jof - Tiving "to - permit the massive
nuhté,ly buildup ‘to ‘continue. If
‘the’ Soviet should decide to alter
their - policy so ‘as. to give their
‘own people a break in the con-
sumer field with anything like the
share in their gross national prod-
uct. whieh' we,; as a people enjoy,
the.prospects of real peace in our
time would be far greater.

I will-turn-now to some of the
highlights of the® econumnc aspect
of the Soviet challerig

‘The. Economic Offensive

The "new confidence of My
Khrushchev, the shrewd and vocal
leader - of - the : Soviet Communist
party, and -incidentally head of
government, does not-rest solely
on his. conviction. that- he, too
posse»ea a militarv deterrent, H
is ‘convinced that. the final victory
of . Communism . ¢an, be achieved
mamlv by ron—mlhtaly means.
Here the Soviet: economlc offen-
sive looms large. - -

The .proceedings of the recent
21st Party Congress laid out what
we might call the Soviet economic:
order of battle. =

Khrushchev . explained it = in°
" these words, to summarize the 10
hours of his" opemnb and closing
remarks:

“The economic might of the
Soviet Union is based on the pri-
ority. growth of heavy industry;
this should.insure the Soviet vic-
tory in peaceful economic- com-

pefition with the capitalist ‘coun-.
development . of the. Soviet, *

fries;
economic might will give Com-
munism the decisive edge in the
international balance of power.”
In the short space ‘of 30 years,
the Soviet Union has grown from
arelatively backward position into

being the second largest. indus-: .
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trialized economy. in &the world.

.While their headlong pace of in~ , - |

dustrialization ' has " slowed down
moderately in the past.few years,
it still continues to be more rapid
than our own. During the ‘past
seven years, through 1958, Soviet
industry has grown at the annual
rate of 9% %. This is not the
officizlly announced rate which is
somewhat larger. It is our recon-
struction ‘ and deflatlon of. Sovxet'
data .
Our-own” mdustr:al growth has

__-been at ‘the-annual Tate .of 3.6%

forthe: seven-years through 1957
1f one included 1958, the: compar_l- :
son with the rate of Soviet gmwt
would. be ‘evenless. favorable. 5t
“.1.-do-'not-. conelude “from  this ./

analysis - thatithe secretof Sovtet
- success liesin: greater efflmency, B4
“On. the: contrary, . in.: comparison "
.with-the ' leading” free" enterprise *-

economies’ of- the ‘West;. the Com=""
munist state-contro]led system 1s
relatively inefficient. )
-.The-secret of Soviet’ progress 1s ;
=1mple It'lies¢in‘ the fact that the -
Kremlin : leaders *direct .a. far .
higher proportion . of total.” re~
sources -to . national’policy pur-

-poses.than does the United States,

I define national rpohcy purposes
to . include,; among .other. things, .
defense and investment: in heavy. .
industry,

With. their lower llvmg stand—
ards. and- much lower. production

.of consumer:goods, they. are in-ef-

fect, plowing back into‘investment
a lar e section of their. produc-
tion, 30%, while we in the United
States are content with 17-20%.

Soviet investment in:industry as
planned for 1959 is about the same
as U, S.-investment in -industry
during 1957 which so far was our
best year.

Although the Soviets in 1ecent
years have been continually up-
ping. the production of - consiimer
goods, ‘their consuming. public
fares~badly in comparison with
ours. .  Last year, for example,
Soviet citizens had available for
purchase = barely - one-third -the .
total goods and services available
to Amcrlcans Furthermore, most
of the U. S. output of durabe
consumer goods is for - replace-
ment, while that of the USSR is
for first-time users.” In summary,
the .Soviet -economy  is geared
largely to economic growth and
for . military purposes: " ours
gealed lar"ely to “increasing con-
sumer satisfactions and building'a -
higher standard of living.

Emphasis on Heavy Indu:try

Here are some examples: while
the Soviets last year were produc-
ing only one:automobile for-cvery :
50 we produced, they. were: turn—
ing out feur machine tools to our
one.

This ‘contrast in emphans car-
ries through in many other fields.

“Our capltal expenditure for trans-
- portation and ' communications is

Continued on page 38
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Deslgmng Electric Utility
Systems for the Futnre

By LEWIS R. GATY*
Vice-President, Philadelphia Electric Company

%)

Philadelphia, Pa.

The costliness of the cyclical pattern of ordering and fabricati
.ing :major ‘equipment, methods of overcoming - transmission .’
~‘expenses,. and the - advantages 'of interconnecting- adjacent -

systems, are: some of ‘the: topics discussed-by Mr."Gaty, The
“Plnladelphlan executive predlcts ‘manufacturers. will be hard -
.~pressed in meeting: orders in-1963-1965—causing bottlenecks. - -

«in-capacity - .additions exceeding. 15 million  kilowatts—and

offers several suggestions to" alleviate the costly cycllc pattern. ;
He also advises more time and effort be. devoted to’ improving
" community - relations - to_ parallel . electrical system’s - growth. . .
Further, he underscores the need fer team work between manu--" -

facturers and operating utility companies, ani for’ researchw-
and development. . e

The electric utility industry has
had an- exciting history since
World War II. At the close of the
war ' there ‘were many eminent
forecasters
who foresaw a
period . of sur~-
plus capacity
and stagnation
before a new
period of dy-
namic growth
would begin.
Instead, the
load increased
more steeply
than before
and ‘has been
continuing a
strong growth
trend ever
since.  An-ex- !
amination of the growth curve

© *An address by Mr. Gaty before the

27th Annual Convention of the Edison
lectric ‘ Institute, New Orleans, La.,
April 8, 1959.

- Lewis R. Gaty"

shows a’ definite. change of the
slope in 1946, then additional
changes with an increasing rate of
growth. (See chart,)

There seems to be a good basis

for believing another increase in’

the rate of growth, is already under
way. There aré a number of com-
pelling reasons for this - belief,
among them those that have been
already publicized, 'such as popu-
lation growth, new family forma-
tions, greater -usé- per' domestic
customer, and the dir conditioning"
and high - intensity lighting " of "
commercial establishments. How-
ever,-one of the most compelling

" is the kilowatt-hours. that canbe
i purchased with orie-man-hour of-

industrial- labor+on -the average.:
In 1932 thecost of ‘one man-hour

- of labor was’equivalent to the cost-

of approximately 35 kilowatt-
hours whereasin 1955 it was more
than 250 kilowatt-hours. The kilo-
watt-hour is. becoming a more‘ver-

-satile and valuable servant as new

*. Cessible."

The Commercial and Financial Chronicle

uses and devices are developmg,
and at the same time is becoming

‘a greater bargain in terms of the

cost ‘of industrial manpower. This
- is‘indeed an exhilarating and chal-
lenging picture, Many use a fig-
«-ure.'of - doubling every ten years,
but I.am convinced this is too con-

“servative .and that our lead will

grow at an even faster rate.

*For centuries unnumbered, man

Lad to depend on animal muscles

water - became - available. Towns

"7, were-located and cities grew and
5 1lourlshed where . power ‘was ac-,
Eventually  the use of
“power "produced from, fossil fuels’
' -came’into use. First, steam power
-+-was used to drive shafts and belts.
_“Then; nearly 80 years ago, man-
“*harnessed electricity generated by’
* fossil ‘fuel or by falling water. As

this ' new. genje grew and thrived,

‘it was used to relieve mankind of
" many dreary tasks, at first slowly,

then at an accel ing pace. New
tasks“were found daily in home,
office;>and factory that could be
done better by electricity.

*Now. we' are “entering a new
era, the most fantastic and excit-
ing of all time, There need be no
ceiling on the growth of energy
use but man’s ingenuity and abil-
ity to find new ways for electric
energy to multiply his productiv-
ity and.provide for his comfort
‘and well-being, It would be in-
teresting to expand on this aspect,
but: my assignment is to review

with ‘you some of the problem-

areas ‘facing us and some of the
tools/to use. in ‘meeting our obli-
gatwns

My “definition of obligation is
simply ' stated—the responsibility

to 'supply the prodigious appetite-

for ever greater quantities' ‘of en-
‘ergy "when and - where wanted,
with increasing service rehablhty,
andat reasonable rates. This must
‘be’done in such 'a way that our

facilities are unobtrusive and in
keeping with community require-
ments. « ¥l

The " time available® will only
permit a discussion of a few of
the problem areas in the field of
generation, transmission, distribu-
tion and utxhzatlon These prob-
lem areas have been Pplaced in
four classifications, although each
is related to the others. They are

. capacity, acceptability, reliability.
~.to do his work. Then, very slowly,
power from windmills and falling

and economy. The first letter o
each word gives CARE, which is
a good summary of the_ develop-
ments ahead.

3 Amplc3 Capaclty

Capacity must b e provided
through detailed advance -plan-
ning many .years . in advance of
requirements. ‘This planning must
include' the -amount of the load
growth "and the location 'of the
most rapid- growth, the location

and size of new generating capac-,
ity and the transmission required.

to integrate it into the system. In
order to realize the greatest econ-
omy in both installed cost and op-
erating cost, the capacity of indi-
vidual- units of generation has
been steadily increasing.’ This has
reduced the overall cost of gener-
ation as the development program
of the manufacturer -and utilities
in going to higher steam tempera-
tures . and pressures. resulted in
greater efficiency. = Outstanding
progress has been made through
the installation of larger size units
operating at higher steam pres-
sures. Continued improvement is
expected, although it becomes
increasingly difficult as the theo-
retical limit of efficiency is ap-
proached There are still econo-
mies to be realized by some of the
systems, through this means as

well as through  interconnection

w1th adjacent systems "
What are the advantages of

pooling “capacity and energy by-

two or more systems? These bene-
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fits are in the form of substantial
capital investment savings, qQper=-
ating savings and improved relia=
bility.- Many utility systems are
interconnected with coordinafed
dispatching, and have already en=-
joyed the major benefits of such
interconnection.

Experience has shown that the
proper scheduling of capacity and
energy between interconnected
systems makes possible savings in
daily operation. that would not be
realized -in any other way. This
has resulted in ‘the growth, and
expansion. of interconnections
throughout the country until there
are few areas remaining that have
no interconnected systems. ,The

savings that result from economy

interchange between two systems
are due to the ability to carry the
load -on the most efficient equip=-
ment. Even though the net flow
at the end of the year may be zero,
there can be interchange energy
of as much as 7% of the total:out=
put of the two systems with sav-
ings in excess of one-half mil}
per kilowatt-hour on this inter=
change, :

There are"still some systems
that" have possibilities . for - inter='
connection with adjacent systéems
combined with integrated optra-
tion.  One obvious benefit is the
sharing of - diversity. Savingg in

.both fixed charges and operating

expense result from diversity sav-
ings as well as substantial savings
from reserve diversity. Integrated
systems with adequate .tie. line
capacity make possible capital
savings since each system can in-
stall larger turbo-generator units
than it could justify as an isolated
system. A reasonable amount of
reserve capacity is the largest unit
plus 4% of the load. An intercon-
nection of two or more systems

- will _often result in‘adequate re-

serve for all partners with one'

Continued on page 42
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Electric Utility Pricing
~ Policies for Tomorrow

By ROBERT S. QUIG*
Manager, Rate Department, Ebasco Services Incorporated

"Electric utility management is told that one of the most impor-
tant problems facing it is the fashioning of new pricing pgl.i-
cies. Mr. Quig forecasts a five-and-a-half-fold increase 'in
sales by 1978, compared to today’s, involving increased invest-
ment of over $150 billion in order to bring installed capacity
four times the present 145 million kilowatts. Keeping this in
mind, he then reviews the earnings problem and the difficulties
caused by inflation, the crucial role electric rates play in the

issue of public-versus-private

ownership, and the industry’s

tremendous need to obtain outside financing since it generates
internally but one-third of its needs. The Ebasco executive

calls for new regulatory and

depreciation policies, offers a

six-point rate making guide, and warns rate-construction is no
longer a one-man job.

Every economic indicator avail~
able today points to the fact that
the electric utility industry faces
a future of continuing record
growth, The
increase in the
nation’s -econ-
omy as fore-
cast by.the
level of Gross
National
Product, to-
gether with
the sizable in-
¢rease ex-
pected in pop-
ulation and
family forma-
tion,” makes.: §
evident that ¢
the demands
for electric .
utility .service: may well produce:
sales at the end of the next 20
years approaching three trillion

. kilowatt-hours, which is 5% times
today’s .sales. Installed capacity
required at the end of this same
period will probably be over four

. times the present 145 million kilo-
watts. “Assuming- that privately-
owned electric: companies will
continue to represent the present
ratio of -ownership in the future,
over $150-billion of construction
expenditure must be made by
them to attain these objectives.

It is ‘obvious that an expansion
of this magnitude will involve
substantial new money financing,
for even now the industry gener-
ates internally only one-third of
its new money requirements.

Function of Rate Making

The growth picture that is por-
trayed here is forcing utility man-
agements to ask themselves these
three questions; '

(1) Will the utility price struc-

*An address by Mr. Qui
27th Annual. Convention . of

Electric: Institute,
April 8, 1959.

Robert S. Quig

before the
the Edison
New Orleans, La,

ture be adequate for the economic
conditions of tomorrow?

(2) Will the regulatory con-
cepts be broad enough to assure
adequate service to customers and
satisfactory return to investors?

(3) How should the utility be
organized at the rate and eco-

‘. nomic research level to success-

{ully carry out tomorrow’s pricing
policies?

The fundamental purpose of all
public utility rate making is to
produce the revenue requirements

‘that will enable the company to
‘provide adequate service to its
‘ customers and at a fair profit to
‘ the millions of investors who sup~
‘- ply” the capital. Public relations

surveys have quite clearly indi-
cated that electric rates may well
be the key to public opinion on
the whole .issue of public-versus-
private ownership of electric util-
ities. It is the customer’s ¢pinion
of the cost of electricity, and not
the cost itself, that is the impor-
tant element.

In developing the price struc-
ture for tomorrow, it is clearly
evident that there must be a re-
examination of past policies and,
more particularly, an examination
of the wunderlying economic
changes that are taking place dur-
ing this inflationary era. For the
most part, the rate structure used
by electric companies today was
developed to serve under the con-
ditions of the pre -inflationary
period.

The pricing structure of a util-
ity must recognize the basic eco-
nomic conditions of investment
and expense on the one hand, and
competitive conditions of value of
service on the other. Fundamen-
tally, the electric utility business
is a business of “fixed and run-
ning charges.” Considerations of
policy determine the extent to
which the fixed charges are spread
on a unit basis over the running
charges.

Pioneer Natural Gas Co.
Republic Natural Gas Co.
Southern Union Gas Co.
. Western Natural Gas Co.

Unlisted Trading Department )

WERTHEIM & CO.
NEW YORK
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A series of charts shows where
the electric utility industry, as
represented by the Class A and B
investor - owned electric compa-
nies, stands today at the end of
11 years of inflation.

Trend of Return

The trend of return on net elec-
trie utility plant, plus an adjust-
ment for working capital, shows a
return in 1948 of 6.11% which has
gone down to 5.58% by the end of
the year 1958.

1 want to make it very clear
that the use of the net plant con-
cept on this chart in no ‘way im-
plies that this is the sole base for

determination of return, The guid-.

ing principles as to rate base that
are availabie to utility regulatory
commissions are well set forth in
the legislation of the many states.
I will touch upon this later.

The important thing is that
there has been a decline of about
9% in the rate of return on any
standard of rate base in the face
of “ever-increasing ‘inflation.

Capital Costs
Chart I shows the trend of costs
of electric utility capital as meas-

~ured by new issues of bonds and

preferred stocks sold in the 11~
yvear period. I have used the earn-
ings-price ratio of 24 utility com-

mon stocks (Moody’s). to: indicate-
the general trend of equity capi-

tal. It must be recognized that
the cost of common stock eapital
is not measured simply by relat-
ing present market prices to past
earnings,. As the NARUC 1958
Report of the Committee on Cor-
porate Finance pointed out, such
a ratio is “inadequate as a meas-
ure of the cost of common stock
equity.”

The downward trend in the
earnings-price ratio of common
equity is in large part attributable
to the fact that utility equities
have followed the general infla-
tionary up-trend of the market,
and to the fact that utility inves-
tors expect higher earnings will be
attained through the orderly op-
eration of the regulatory process.
If the inflationary trend continues
and utility equities cannot be kept
as attractive on an earnings basis
as alternative sources of invest-
ment of reasonably comparable
risks, then the position of utility
common equities will be seriously
damaged. The ultimate test of a
stock price is earnings to common.
Real earnings to common in sub-
stantial proportions will be nec-
essary in the years to come if
utility equities are to sell on their
own against heavy competition of
equities of unregulated businesses.

With the demand for new plant
at rising price levels and a con-
stant Tieed for new capital, it is
crystal-clear that greater revenue
must be developed to support the
overall capitalization, ‘

We will now indicate the trend
of steam and hydro plant costs on
an index basis, on a per-kilowatt
and a per-customer basis and per
dollar of operating revenue. Many
companies are recognizing the sub-
stantial shifts that have occurred
in the incidence of costs in all
three major categories—those that
are kilowatt-demand - related,
those that are kilowatt-hour-re-
lated and those that are customer-
related.

Electric Constructions Costs, as
measured by the Handy Whitman
Index for combined steam and
hydro construction, continue to
show an upward trend. Over the
11 years (1948-59) these costs have
increased 70%, slowing now and
then only in adherence to the basic
laws of supply and demand, then
picking up and moving along the
upward path of inflation.

There has been a substantial
change in the electric utility com-

‘panies’ economic posture as meas-

ured by the amount of dollar in-
vestment necessary to produce a
dollar of revenue. At the end of
1948 it took $3.44 of electric plant
investment to produce one dollar
of revenue. By the end of 1958
it took $4.27. Looking at the situ-

ation incrementally over the same
period of years, it took $5.04 of
investment for a dollar of revenue.

It is well known that a business,
to be successful, must make the
fullest utilization of the invested
dollar. Proper pricing, expanded
sales effort, and—in the case of
utilities — regulatory cooperation
and understanding can do much
to improve this condition.

The cost of Total Electric Plant
in Service, as measured per kilo--
watt of installed capacity, has
gone from $319 per kilowatt in
1948 to $344 at the end of 1957.
Production Plant including Trans-
mission has increased from $163
to $193, an increase of. over: 18%.,

The economies that the industry
has ‘achieved . in ' building - power
plants containing larger size, more”
efficient . units are well known:
The increase in cost per kilowatt
is lower than the price-level in-
crease, as measured by the Index
of Construction -Costs,- over the
same period. It is an achievement,
which in most non-regulated busi-
nesses ~would bring a rewarding’
return. e
- Distribution Plant, including:
General Plant, has increased from
$203 per customer to $330 per
customer, an increase of over 62%:
- The  sizable increase in invest-
ment per customer in this cate-
gory is attributable’ to the -tre-
mendous area coverage which the
industry has achieved in serving’
customer loads and to the neces-
sity of adding substantial distri-
bution system and investment,
primarily due to the requirements

of seasonal loads. It is in the dis- -

tribution system investment that-
we seek a greater utilization of
the invested dollar,

Effect of Inflation on Eleetric
Utilities

In Chart II we have summar-
ized in one picture the effects of
inflation on electric utilities. ‘The
conclusions to be drawn are: ::

(1) The costs of new plant: in
this inflationary era make it im-.
perative that careful scrutiny be
given to capital expenditures and
their revenue potential.

(2) The gap between plant and "

operating revenues will have to
be closed, requiring greater sales
effort along with the aid: of any
needed rate changes.

(3) Return must, in the long run,
evidence an improvement in trend.
It is not in the nation’s best in-
terest to have one of its dynamic
basic industries operating on a
marginal earnings basis.

In the operating areas of pro-
duction and distribution, and sales
promotion, there are expense de-
velopments that will bear consid-
eration in future price policies.

A chart which is the product of
the Edison Electric Institute tells
a very revealing story. It dem-
onstrates how the improved heat”
rates per kilowatt-hour from the
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larger, more efficient units have
lowered the Fuel Use Per Kilo-
watt-hour. This fact h#§ been pri-
marily responsible for the Costs
of Fuel Per Kilowatt-hour holding
fairly steady in spite of rising fuel
prices. The improved -generating
efficiencies are obtainable only
after additional capital has been
invested, with . additional fixed
charges, Two facts now stand out.
First, future technological ad-
vances may not produce a decline
at the same rate as in the past.. As
to Fuel Price, today’s natural gas
contracts ~ understandably carry
upward escalation. Fuel-oil prices
generally keep-in line with other
competitive fuels. At the moment,
future coal prices may be in a
relatively better position than the
other two major fuels. On the

.whole, however, it is probable that

fuel prices will keep pace with
other inflationary trends.

. Trend of Operating Expenses

. The increased investment in dis-

tribution systems has brought with-
it .increased operating ~expenses.
Distribution Expense Per Cus-
tomer has - gone from $11.30 in
1948 to $14.97 in 1957, an increase
of 32.5%. Customers’ Accounting.
and Collection Expense has gone
from $4.27 to $5.75 per customer,
an incréase. of 34.7%. Already;-
much effort has been expended
in mechanization and in electronic
development. If this had not taken
place, the volume of work would
have been handled only at much
higher-unit ‘costs.

;7 Sales Promotion Expense

The  growing = loads and ex-
panded use of tomorrow will need
a reappraisal of utility sales ef-
forts if customers are to achieve
maximum satisfaction in the utili-
zation of the appliance investment
we are talking -about. Prior to
World War II, the industry was
spending about 3% of its gross
revenue on sales promotion ex-
pense, In 1948 sales promotion
expense of electric companies was
only 1.6 cents of each dollar of

-revenue. In 1957 'it was still 1.6
~cents of each dollar of revenue.

If corrected for inflation since
1948, the industry is spending con-
siderably less for sales promotion
effort today when plant invest-
ment and competitive forces are
at highest levels, The Gold Medal-
lion Home Program -contemplates
an appliance investment on the
part of the customer of $3,000-
$4,000. Now, this is not much more
investment, if any, than the home-
owner currently is making in a
well-equipped home utilizing all
of the various utility services.
Nevertheless, concentration on all-
electric home service, which holds
the possibility " of -being a good
earner for the utility, will require
an all-out sales effort if it is to
succeed. In addition to the Gold

Continued on page 36
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‘States Girding to Tax

Intersiate Business

-Findings - ‘by the . Commerce
“Clearing House show 28 states

already can, and seven additional -

states threaten to, tax locally
earned income of firms exclu-
sively in  interstate commerce.
. Commerce clause is said to longer
serve as a shield against state
' taxation and"a finding of uncon-
stitutional- kurden must be made

to escape double taxation.
State governments are moving

rapidly to tax. the locally -earned
income of  corporations operating

interstate as recently approved by -

the U. S. Supreme Court, accord-
ing to Commerce Clearing House,
national reporting authority on
tax and business law.

Legislation just enacted in Idaho
and Utah brings to 28 the number
of states which already have the
necessary statutory provisions to
tax the locally earned income of
companies operating exclusively
.in interstate commerce. Other
states holding regular legislative
sessions this year could take ac-
tion to bring their taxing systems
in line with this new revenue
source, the CCH report said.

States already in position to tax
interstate business are:

Alabama, Alaska, Arizona, Ar-
kansas, California, Colorado, Dela-
ware, Georgia, Idaho, Iowa,
Kansas, Kentucky, Louisiana,
Maryland.

Also, Minnesota, Mississippi,
Missouri, New Mexico, North Car-
olina, North Dakota, Oklahoma,
Oregon, Pennsylvania, Rhode Is-
land, South Carolina, Utah, Vir-
ginia, Wisconsin.

Expanded tax liabilities also
threaten: interstate businesses op-
crating in seven other states where
corporate-income taxes are levied
on intrastate business already:
Connecticut, Massachusetts, Mon-
tana, New Jersey, New York, Ten-
nessee, and Vermont.

Question of Impact

As businessmen become increas-
ingly aware of the implications
of the Supreme Court decisions,
they will realize that thousands
of companies doing a mullistate
business have been stripped of im~
munity from taxation by any state
which chooses to levy a tax on
income earned within its borders
—on interstate commerce as well
as intrastate commerce, CCH said.

Many corporations have kept
careful watch on their out-of-
state, activities to insure that
“local” intrastale business was
avoided. In most instances, this
technique has enabled them to use

the Commerce Clause of the U, S. .

Constitution as a shield against
state tfaxation. Today, the Com-
merce Clause offers no such pro-
tection, CCH added.

One result of the Court’s action
may well be that a number of
multistate corporations will be re-
quired to pay taxes to several
states, amounting to a percentage
of more than 100% of their net
income.

However, the Court recognized
that, while in practical opcration
the varying apportionment formu-
las in state income tax laws may
result in double taxation, the tax-
payer will have to show that the
formulas place an unconstitutional
burden upon interstate commerce,
in order to avoid the full effect
of state income taxation, the CCH
report said. :

To Form Rittmaster Co.

David H. Rittmaster, member of
the New York Stock Exchange,
and D. Paul Rittmaster will form
the Exchange firm of David H.
Rittmaster & Co. April 1st, with
offices at 15 Broad Street. Both
are partners in Porges & Co.

New Officers Eiecled by
: e o A C atlg w
Edison Electric Institute
Annual Convention of electric power industry elects Allen S.

King as President and Sherman R. Knapp as Vice-President
commencing this June 1.

The twenty-seventh annual convention of the Edison
Electric Institute, meeting in New Orleans during April
6-8, selected as its President for the forthcoming year
Allen S. King, President of the Northern,States' Power

Company, Minneapolis, y
Minn., and Sherman R.
Knapp, President of the
Connecticut Light and
Power Company, as Vice-
President. The terms of of-

¢t fice: run from June 1,.1959-

® May 31, 1960.
Newly Elected Directors

The newly elected mem-
bers of the Edison FElectric
Institute’s Board of Direc- )
tors, with terms beginning ooy
June, 1959, and expiring i i
June, 1962, are:

E. R. Acker, President, Central Hudson Gas & Elec-
tric Company.

W. L. Cisler, President, The Detroit Edison Company.

J. E. Corette, President, The Montana Power Com-
pany.

G. W. Evans, President, Kansas Gas & Electric Co.

0O..T. Fitzwater, President, Indianapolis Power &
Light Co.

R A. Gibson, President, Hartford Electric Light Co.

R. E. Ginna, Chairman, Rochester Gas & Electric Co.

E. L. Lindseth, President, Cleveland Electric Illu-
minating Co. :

J. W. McAfee, President, Union Electric Company.

H. M. Miller, Chairman & President, Columbus &
Southern Ohio Co.

E. M. Naughton, President, Utah Power & Light Co.

J. L. Rice, Jr., President, West Penn Electric Co.

H. P. Taylor, President, Wisconsin Public Service Co.

0. Titus, President, Metropolitan Edison Co.

D. J. Tuepker, President, Oklahoma Public Service Co.

, Mr. King’s Background L

Vice-President of the Institute since last June, Mr.
King will succeed J. E. Corette, President and General
Manager of The Montana Power Company, as head of the
trade association of the nation’s investor-owned electric
companies.

Mr. King has been President of Northern States
Power Company since 1954. He began working for NSP
as a meter repairman while still in high school, and con-
tinued to work for the company during summer vacations
from Massachusetts Instilute of Technology, where he
graduated in 1922 with a degree in electrical engineering.

His first full-time assignment with NSP was as en-
gineer on a steam main construction job in Fargo, N. D.
This was followed by a year in the credit department of
the company’s Minneapolis office and by assignments in
the testing laboratory and the Riverdale steam generating
station.

In 1945 he became Fargo division manager with gen-
eral supervision of the company’s activities in North
Dakota. '

He was elected Executive Vice-President in 1951 and
clected President of the company in 1954.

Mr. King has served on the Edison Electric Institute’s
Advisory Committee ard its Atomic Power Committee,
and is a member of its board of directors. He is also a
member of the board of directors of the Northwest Ban-
corporation, the Northwestern National Bank, the Com-
munity Chest, the Minnescta Orchestral Association, and
the Minneapolis Foundation. He is also a member of the

Allen S. King

turing Company.
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Association of Edison Illuminating Companies, and the
Engineers Club of Minneapolis. ' L :

Mr. Knapp’s Background ;
Mr. Knapp has been President and a Director of The

- Connecticut Light and Power Company since 1952. He
“joined the company in 1928 upon graduation from Cor-

nell University., _
He served as an Engineer in the operating and sales

. departments until 1937,"when he was made Manager, of

the New Milford District. In 1941 he became Assistant
to the Sales Vice-President anid he was named Assistant
to the President in 1948. In 1949 Mr. Knapp was elected

" Executive Vice-President.

He is a Vice-President and a Director of Yankee .
Atomic Electric Company, which is owned by a group ef
11 New England utilities joined together to construct the
area’s first atomic electric power plant. ,

Mr. Knapp has been a member of .the EEI board of
directors and served on a number of Institute committees,
including the General Division Executive Committee. He
has served as President of the New England Gas Asso-
ciation and the Electric Council of New England. He is -
presently a Director of the National Association of Manu-
facturers and a member of the National Industrial Con-
ference Board and the National Planning Association. He .
served as Chairman of the Connecticut Flood Recovery :
Committee following the floods of 1955.

He served as a Director of the Connecticut Bank and
Trust Company, the Emhart Manufacturing Company, the
Hartford Accident and Indemnity Company, the Hart-
ford Fire Insurance Company, the Hartford Steam Boiler
Inspection and Insurance Company, and Scovill Manufac-'
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Government’s Role in Nuclear

Erergy Commission, I invite the
effort and cooperation of every
‘one,

Peaceful Application Since 1954

In 1954, just five years ago, the
Congress of the United $tates de-
clared “Atomic Energy is capable
of application for peaceful as well
as military purposes.” Hence, it
established as United States policy
that our efforts should be directed
towards the development of
atomic energy for the general wel-
fare and to raise the standards of
living.

The President and the Congress
decreed that this great new source
of energy should be dedicated to
man’s betterment — mnot to his
annihilation. This responsibility
was placed with the Joint Com-
mittee for Atomic Energy and
with the Atomic Energy Commis-
gion. The former shapes the na-
tion’s atomic policy through legis-
Jation and acts as “watchdog” for
the Congress to see that this policy
fs properly implemented. The
latter is the executive agency. To-
gether the two cooperate in pro-
tecting our nation’s precious
atomic assets. The relationship be-
tween the Commission and the
Joint Committee is copper-riveted
by the wording of the Act that,
“The Commission shall keep the
Joint Committee fully and cur-
rently informed with respect to
all of the Commission’s activities.”
Both have by law vast responsi-
bility for our national atomic pro-
gram.

As one relatively new in the
picture, I can detect no basic dif-
ferences in the fundamental ap-
proach of the Commission and
Committee in implementing our
mnational objectives. I am particu-
larly pleased with the relationship
ag it exists today. I am impressed
with the thoughtful consideration
and seemingly unlimited time that
18 busy Senators and Congress-
men are willing to give to over-
geeing this great source of energy
for the general welfare of all
people. .

You are interested in power and
my purpose is to discuss nuclear
power.

It is my opinion that we lead
the world in this technology be-
cause I believe we know more
about this difficult and at times
forbidding science than do men of
other nations. In saying this I ad-
mit that at least one other country
and possibly two, are producing
more kilowatts of electricity from
the atom than we are. Moreover,

Power Development

this situation will continue for
some time.

The Commercial and Financial Chronicle .

come the technical problems. The
government, in our national in-
terest, must see that this is done,
The electrical industry, both pub-
lic and private, in the interest of
meeting their ever-growing de-
mands, must also. work with un-
relenting effort towards the. per-
fection of these processes. When
this task has been accomplished,
the atom will provide an increas-

The question is often asked, Why  ing proportion of the growing de-

this is. Are we slipping? =My
answer is, no! Kilowatts at hig
cost are not important to us. We
have the lowest cost power of any
principal nation in the world.
Moreover, we have abundant sup-
plies of conventional fuel. What is
important then is to advance
“know-how” — to be there first
with the cheapest and most de-
pendable atomic power. This calls
for steady, rapid developmen’t..lt
does not call for large quantities
of kilowatts.

Other countries, less fortunate
than we, have allowed themselves
the luxury of high-cost atomic
power produced in first generation
plants. By doing so they may
better their power costs, save im-
ports of fuel, stop drains on their
currency; and, by coupling: the
production of plutonium and
power into a single plant, produce
weapon materials to meet their
needs. )

This policy makes good sense
for them, but not for us. Had we
made a similar decision, our great
plants at Hanford and Savannah
River could be producing millions
of Kilowatts of power in addition
to plutonium. However, these kil-
owatts would be expensive by our
standards. In my opinion, a na-
tional liability, rather than a na-
tional asset, would have been
created as a result of the high cost
of the power produced.

Basically, we must create atomic
power according to our needs and
from plants which will produce
this power competitively. This ac-
complished, nuclear power will
take its place naturally in meeting
the needs of your customers.

Competitive Tomorrow, Not Now

Is competitive nuclear power
possible? My answer is yes—nu-
clear power will one day support
our ever-expanding industrial
growth.

I, for one, was not swept along
by the unwarranted enthusiasm of
the early 1950s. Likewise, I am
not persuaded by the gloom and
despair- so frequently expressed
today, a viewpoint you will recall
pervaded Geneva last August and
Vienna in September. I am -con-
vinced from long, hard study of
this problem that atomic power
will be competitive and therefore
useful in the United States at. an
earlier date than some think.

I am further persuaded that the
need for this source of power is
such that we must promptly over-
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mand for electrical energy.

There is now broad agreement
on the basic objectives of the na-
tion’s atomic power program. This
agreement results from many
studies. It results from the
thoughtful work of the staff of the
Joint Committee on Atomic En-
ergy as expressed in its report of
last August. It results from the
studies of the Edison Electric In-
stitute and the excellent reports
which they produced. It results
from work of the Atomic Energy
Commission and the findings of
the Ad Hoe Committee I appointed
early last Fall.

Each of these groups set forth
objectives—each in its own words
— after carefully considering the
importance of nuclear power to
our own power needs and tc our
world position; and finally after
weighing the hard, tough scientific
and engineering problems which
must be solved.

Lists Five Objectives

Briefly, there is now broad
agreement on the following state-
ment of objectives and these rep-
resent national policy:

(1) To reduce the cost of nu-
clear power to competitive levels
in high energy cost areas of this.
country within 10 years.

(2) To assist friendly nations
now having high energy cost to
achieve competitive levels:in
about five years.

(3) To support a continuing
long-rangé program’to further re-
duce the cost of nuclear power.

(4) To maintain the TUnited
States position of leadership in the
technology of nuclear power for
civilian use.

(5) To develop breeder type re-
actors to make full use of the nu-
clear energy latent in both urani-
um and thorium.

Before discussing the future let
us take inventory of our present
situation. :

Despite frustrations and disap-
pointments, much has been accom-
plished. Results point the way to
accelerated progress. We are ex-
periencing better plant perform-
ance than anticipated. This is the
basic reason for my hope and,my
optimism. f g

Seven experimental pcwer re-
actor plants are now in operation..
They have performed well. They

contribute valuable, first-hand.

operating information. By and
large they perform better than the
sciey:ntists and engineers expected.

Gives Examples of Progress
Let me give you a few ‘ex-
amples. '

The experimental boiling wafef

reactor at Argonne, a simple plant

designed to produce 20 megawatts. ||
of heat has vastly exceeded: its*j!.
design capability. The reactor. has ks

since demonstrated a capability to
operate at 60 megawatts. Now .the

Arg‘onne laboratories are install-.:

ing a new core of much higher
power density. They hope to pro-

duce 100 megawatts or five times *

the design capacity of the original
plant which itself is unaltered.
What is accomplished here can be
incorporated in the design of all

boiling water reactor plants of the |

future. The downward effect on
the cost of power will be dramatic.

I am told that Vallecitos, the
General Electric_ Company‘_s ex-

exceeded its design pewer level

and is capable of further increases. .

Shippingport, apressurized
water. plant, and the largest of its
kind, has been operating now for

¢ 16 months. Despite all that has

‘Consolidated Edison

been said concerning Shipping-
port’s high cost, this plant has
served an indispensable purpose.
Out of it is coming vast amounts
of solid, dependable information
not otherwise obtainable.
Shippingport also is demonstrat-
ing unexpected growth. It is oper-
ating at 60 imegawatts electrical,
but designed with the hope that it
might some day produce 100. The
second core presently being fabri-
cated for the original plant is esti-
mated to produce 150 megawatts.
I think it is a.good bet that the

third core may. even exceed that.

These are the hopeful results ot
the early operation of the plants
which are on stream. But there
are other indications to give en-
couragement. We have operated 11
naval propulsion reactors, some in
land prototypes, others in sub-
marines. Every one has performed
with remarkable dependability.
Additionally, successive cores in-
dicate dramatic improvement in
the core life span, thereby cor-
respondingly reducing fuel costs.

These are all encouraging fac-
tors. They are ‘not theoretical.
They are solid results and dispel
some of the gloom: of Geneva.

Sixteen plants incorporating
eight. different - reactor concepts
have been authorized for con-
struction by the government or by

Adndustry, in addition to those now

in operation. These new plants,
some of them large, most of them
rellatively small, will, when com-
pleted, produce about 1 million
kilowatts electrical and will cost
in excess of $500 million.

The plants under construction
are, for the most part; on schedule.
Dresden, a 180 megawatt boiling
water reactor, will be completed
this year. Yankee, a 130 megawatt
pressurized water plant will be
completed on-schedule next year.
It will be followed in 1961 by the
Company’s
giant 255 megawatt pressurized
plant at Indian Point. Pacific Gas
and Electric Company’s Humboldt
Bay Plant, the Northern States
Plant with nuclear superheat, and
the Elk River Plant are all under
construction. and should be com-
pleted in two years or a little
more.

These projects, in my opinion,
represent real progress in . the
water concepts. Much will be
learned fr om  their operation.
But even now, known technology
indicates a need for additional
plants = designed to demonstrate
new technical advances. There-
fore, it is our intention to pro-
ceed promptly with- additional

~

. . Thursday, April 16, 1959

plants of the water type and we
have such proposals before the
Congress at this moment.

Quite a different concept, the
graphite - moderated sodium-
cooled reactor experiment built by
the Commission at Santa Susana
has operated reasonably success-
fully for over a year. From the -
information gained in this reactor
we are proceeding with the de-~
sign and construction of a 75 meg-
awatt plant for the Consumers
Public Power District in Nebraska
to be completed in 1961, This re-
actor concept is of special interest
because the outlet temperatures
are high and the steam conditions
better than can be achieved in
several other concepts unless
superheating is proven to be feas-
ible and economical. Further de-
velopment of this concept requires
a larger, more elaborate, and
more flexible sodium graphite
test reactor. This will be built if
studies indicate that we should
further pursue the sodium cooled
concept.

The organic-moderated reactor
experiment in Idaho has proven
the feasibility of this process. - Al-
though results to date are admit-
tedly meager, we believe this re-
actor type is worth further de-
velopment. We, therefore, are pro-
ceeding at once with design and
construction ‘of a small commer- .
cial organic-moderated and cooled
plant in Piqua, Ohio. If success-
ful, organic cooled plants will be
relatively simple and, therefore,
cheap to build and operate. Also,
because the organic moderator
and coolant does not become radio-
active ags it circulates through the
reactor, the plants will be less
hazardous than other types. An
additional experimental reactor,
larger and more flexible than the
existing one, must be built
promptly to advance this process.
The Commission has proposed this
to Congress as a part of our cur-
rent program. .

“Breeding,” or producing in a
reactor more fissionable fuel ma-
terial than is consumed, is a fas-
cinating prospect.” When this can -
be done economically and safely,
a new and important milestone in
atomic power will have been
reached. Our program in this area
is encouraging. The second ex-
perimental breeder reactor is un-
der construction in Idaho and
will be completed, together with

its full-integrated pyrometallurgi-
cal reprocessing facilities, in
about a year. The 90 megawatt
Enrico Fermi Plant of this type is
advancing rapidly. It is about
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50% complete now and should be
ready for operation in 1961,

. Heavy water reactors are im-
portant because they offer the
best -means of using- mnatural
uranium for fuel. Foreign coun-
tries would 'prefer not to be
dependent on the Unifed States
or Britain for enriched fuel. Do-
mestically, natural uranium less-
-ens the potential competition be-
tween the nuclear power and the
weapons programs . for available
U-235. Also, heavy water offers
economic advantages. stemming
from greater economy in the use
of neutrons. Therefore, we place
‘great importance on our heavy
water program. We are building
two test reactors, one at Savannah
River, one at Hanford. We have
contracted for development lead-
ing to a heavy-water gas-cooled

lant in Florida and for the con-
struction of a heavy-water cooled
and- moderated’ plant in South

Carolina. - Furthermore, we' have
important ' cooperative’ arrange-
ments with Canada in this field.

So much for the .status of our

| present -program. . I know, there

bHave been disappointments. ' The
Joint Committee and the Commis-
sion have had' their disappoint-
ments also. ‘I believe many of
these disappointments have been
taused by non-recurring events.
Some grew out of the over-en-
thusiasm of 1954. Some serious
ones:have grown out of-the fact
that costs:have exceeded original
estimates ‘by an average of 50%
and in some instances 100%. An-
other frustration has been caused
by delays—delays- by industry in
arranging its plans and financing,
delays by the Commission _in
evaluating proposals and in se-
curing authorization.

: However, we know more about
this business now than-we knew
in the past, Estimates can now be
checked with actual cost experi-
eénced in a dozen locations. Gov-
ernment procedures, difficult un-
der the.new laws and regulations
of 1954, are- now understood by
all parties concerned, Finally, we
have an ‘agreed set of objectives
to guide us. We can now move
along much, faster.

A new area, of great importance,
is the.gas-cooled reactor. Great
Britain .has built: its nuclear pro-
gram around this concept. How-
ever, at the.low.temperatures-to
which' they are limited -today,

here has been little incentive for’

the United States to build gas-

cooled reanctors—they are costly,

their. steam ‘conditions are com-
paratively poor, and their power
costs high. )
More recently, there is evidence
that gas-cooled reactors can op-
erate at considerably higher tem-
peratures thus improving their
relative economics. Therefore, we

‘ propose to 'build them. We have

s%’zctor. This plant will' be built:

i
i
|
1

asked' Congress to -authorize
building a highly flexible graph-
ite-moderated, helium-c¢ooled re-

on a Cbmmission site as an ex-
perimental reactor and a power
producer. This will be a valuable

tool, useful in the entire field of .

gas-cooled reactor technology.
Concurrently, we are asking
Congress to authorize the 'con-
struction of the high temperature
gas-cooled reactor proposed by
the Philadelphia Electric - Com-

pany and the General Dynamics.

Corporation. This plant will be
privately financed. It will be sup-
ported by -a group of somie 52
power companies, and I imagine
all of those companies are repre-
sented at this' Comumission..  The
Atomic Energy 'Commission, for
its part, is to provide $14% mil-
lion for research and development
assistance.

tofore unattained. ‘However, it
has been carefully studied and-is
considered by us and by the spon«
sorsg as a good risk,

If successful, and I. have every
reason to believe that both. of
these projects will be, we  will
have taken a giant step. in  this
very iimportant area.. i in

Looks.Into the Future

Let us look into the future,

The problem immediately. at
hand is to produce competitive
atomic power at the earliest date.
This, in our opinion, will be done
first in' plants in which the urani=
um fuel is consumed just as coal
is consumed in a boiler. Theie
are countless possible thermal re«
actor concepts which- seem to
evolve in the minds of scientists

‘and. the engineers., At one time

it was felt that almost any prom-
ising concept should be given sup~
vort. It was also felt that a con~
cept could be proven by a small
experimental reactor and a certain

“amount of research-and develop-

ment effort. We have not found
this to be the case, The experi-
mental reactor, in answering some
questions, has a habit of asking a
great many more.  This, .then,
callg for another experimental re-
actor and then another, or per-
haps a small demonstration gen-
erating plant.. We believe' that
each reactor concept ‘
through an evolution of develop-
ment. Experience has proven'to
us that no easy shortcuts ‘are to
be found. The .great pressurized
water plants at Yankee and Con-
solidated- Edison .were preceded
by a number of naval reactors all
pressurized water-but varying in
size and construction detail; and
also by Shippingport, itself a.pro~

* totype. ' Therefore, one might say

there was a- wealth of practical
experience and knowledge in the
hands of the scientists and en-
gineers as they developed the de-
signs and built thesé two major
plants.

The same is true of the Dresden:

boiling water plant, for this plant
has benefited from -the-four ex~
perimental BORAX plants, as well
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as the Experiemental Boiling
Water Reactor at Argonne and
the Vallecitos plant.

© If similar reactors were started
today, they would obviously in-
corporate improvements lowering
both plant and fuel costs. But it
would be ‘a . courageous man in-
deed 'who would incorporate into
a very large.plant. some' of the
recent - .developments such as

higher power density cores, im- .
preved methods- of containment, |

and simplified systems of circula-

-tion. until ‘these ‘novel ideas had

been , demonstrated - in . smaller
plants. ‘'When demonstrated,-then
these, ideas must-appear.in large
plants_if the full potential of the
developments are to be realized.

This reactor is a ‘bold
and courageous step for we ‘are -
venturing irito temperatures here- -

Need for Prototypes
For' this. reason, we argue for
the  immediate - eonstruction of
prototypes.’ Thése vrototypes will
be the smallest planfs which can
be built and still prove the par-
tienlar- technical advances on. a
scale’ which will permit extrapo~
lation to plants of large size. The
proportions of ‘the prototype will
depend to a large extent on the

* technology * being - demonstrated.

For. the mest pari they will range
from:30-to 80 megawatts..

_The advantages.of building pro-
totypes rather than large plants
during ‘the developmental stages
are ‘manifold. First, they can be
built relatively cheaply. There-
fore, they save you or the Fed-
eral Government, or the taxpayer;
a substantial amount of money;
Second, since they are cheaper, we
can better afford new technical
festures at a risk, to be sure, and
in this way, sharpen up the tech-
nology. Third, they can be built
in less time.  Proposals in our
hands indicate that plants of this
size ¢an be- designed and built in
two to two-and-one-half = years,
On the other hand, the estimate
for a large plant is four years
after financial arrangements have
been .completed, Finally, proto-
types require -far less uranium
fuel. For these reasons, changes
and . improvements can be made
without' great economic disturb-
ance, ’

We, therefore, feel a series of
protoypes should be built.. They
must be carefully selected, they
must be looked upon as the es-
sential - building-blocks which go
into a completed structure. Each
prototype must play its part in
demonstrating. technological . ad-
vances.  They - must prove that
these advances, when incorporated
in large plants together with the
advances proven by other porto-
types, will result in a large plant
which will be both reasonable to
build and- capable of producing
economie power.

This, will make for.some hard

the program. Ifl Federal funds are
imvolved, this decision must rest
with the Atomic Energy Commis-
sion. This is not to-say that in-
dustry ,will .not - build. . develop-
mental "plants in the future, .as
they haye in the past.- And I can
assure-you that there is no desire-
to duplicate, at the taxpayers’ ex~
pense, the developments made by
industry. Thus, we will give in-
dustry - évery encouragement to
proceed on its own, rapidly and
economically. Where we can help,
we-will; - And when-we do help,
we will find ways of giving help
without slowing down or delaying
your: own progress, ’

* 1'know that plants of the size I
have been speaking of do not ap-
peal to most of you for the simple
reasorr that they are costly and
their power is far from compet

tivé, For that reasorr we are ad-
vocating capital assistance to off-
set ' the différerice between the
initidl cost of the plant ‘and the
estimated cost- of a- conventional
plant. “The Commission has. ad«

‘vecated. a -capital grant which

could make up a large part or all
of-this difference. Others have ad-.

difference. This matter can be re-
solved. The important point is to
do those things which are neces-
sary to advance the program. If
ig also important to recognize that
the proposed capital grant is lim-
§ted to essential prototypes which,
in the opinion of the Atomic En-
ergy Commission, will advance
the particular’ concept involved:

Final Goal for Private Plants
We feel that once this is done—:
that once, by meang of this assist
ance,  we demonstrate - the . ulti<
mate possibilities of atomic power

-—then industry; both public. and

private, will build the very large
commercial ‘plants for incorpora<
tion-in your respective power sys-
tems. Industry can and will build
these plants with no government
assistance—that is our ‘objective
—our final goal. heng, o 8

The long, ‘costly succession of
experimental ‘and prototype

plants necessary to perfect 4 par-

ticular concept raises the question
as- to-just how. many types ot
plants industry and the Govern-
ment should support. I have said
there .is-no shortcut in this busi=
ne.s. It will cost about $350 mil=
lion to.carry .one of advanced
processes to a point where we can
reqsonably expect cheap power:.
This . is the figure for boiling
water, It probably will cost even
more for pressurized water, but
this figure is hard to develop ac-
purately because the development
is commingled with our naval re-
actar program. I believe it will be
still more expensive to fully de-
velop seme other concepts;

This, ‘then; makes it necessary
for us to determine objectively
and carefully the potentiulities of
a concept. A process must clearly
demonstrate that it will produce

&
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power more quickly, more safely,
or at lower cost to warrant our
support. We must be highly selec-
tive in moving forward into the
more cxpensive developmental
steps. We must do so only with
the most promising concepts. I do
not mean to infer that we will
adopt the course of pursuing only
one concept as- Great Britain has
done. However, I do think we

. should limit our efforts to-four or

tive concepts which offer special
and ‘significant . incentive to our
national interests, This is. not.an
easy choice. As my fellow Com-
missioner John Graham says, “It
ig difficult to seleet an all-Amer+
ican end out of a group of gram-
mar school kids.” But we feel the
factors that control the cost of
nuclear power are now clear and,
hence, the yardstick of realism can
now be placed. against the large
number of reactor concepts which -
are under study, -~ . . . ¢ -
Beyond the non-breeding ther-
mal plants are breedets. I have
already discussed onh¢ of them, the
fast breeder. There aré other
thermal breeders, in which the
fuel passes through the reactor in
a liquid state or in a slurry. In
addition to being potential breed«
ers, these concepts have the addi-
tional advantage that their cost of
Tuel fabrication is small. We have
experienced mote difficulty with
these reactors than we had antici-
pated. For that reason, we are
going a little slow on hardware
and are emphasizing research and
development. We feel this fype of
plant, as a useful commercial
power producer; is a decade away,
or perhaps more, When it is per-
fected this will be a great step

Continued on page 28
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Continued from page 27 |

Government's Role in Nuclear
Power Development

forward. However, we do not be-
lieve that breeders in general will
' render non-breeders obsolete.

Skeptical of Thermonuclear
¥usion Power

Finally, as the third stage in this
development, we see power from
thermonuclear {fusion.: I think all
agree here that the optimism once
expressed over this possibility was
unwarranted. The scientific and
engineering problems are far more
difficult than once thought. ‘But
there is no question in the minds
of the scientists that these prob-
lems will be overcome and that
this. unlimited source of energy
will be available to mankind.
When this will happen is hard to
say. Dr. Teller, for example, now
does .not expect power for the
consumer from thermonuclear fu-
sion during the lifetime of many
of us here today.

I want the continued help of
this great industry in furthering
this nation’s atomic power pro-
gram, You must build plants and
place them in operation on your
power grids. Only by doing so
can the compatibility of the nu-
clear plant and the' power de-
mands of utility systems be dem-
onstrated. You must help with
your technical knowledge, for
your technical and engineering re-
sources are vast. And finally, you

must recognize that the only solid
knowledge of value to you and to
your organization will come from
actual experience with the bunild-
ing and operation of a nuclear
plant. Too often the executive or
the economist who admittedly
must work with cost figures
whittled down to a mill, or even
a fraction of a mill, rejects the
idea of atomic power because on a
pro forma first-year basis it iooks
uneconomic. Conventional power
costs projected for 25 years with
fossil fuel costs increasing each
year as they surely will, must be
compared with nuclear costs pro-
jected for a similar period. During
this plant life span atomic power
cost will come down when fuel
fabricating and processing tech-
niques are moved from the job
shop to the production line.
Atomic power then does not look
so “noncompetitive.” Add to this
evaluation the intangibles of
training and of experience and
then ask how your stockholder is
to fare when coal or oil are not
so readily available as they seem
to be today. Then, I believe, with
all of these factors properly in
focus, you can only conclude, as
I have, that atomic power devel-
opment deserves, and must have,
your continued vigqq;ous par-
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Breakthrough in Direct Conversion -
Of Nuclear Energy into Electricity -

An unexpected basic research development is said to pave the

way for drastically cheaper conversion of nuclear reactor
energy directly into electricity. This new technique is ex-

pected to eliminate turbines,

boilers, gas condensers and

dynamos, such as at Shipping Port, Pa., and Enrico Fermi

Reactor near Monroe, Mich.,

in the production of electric

power from fission. The process, called plasma thermocouple, .
is expected to be in operation in a research reactor in two
years. Construction of a commercial reactor may take, how-
ever, three to five years because of the lag between science
and engineering. :

The first direct conversion of
nuclear reactor energy into -elec-
tric power — a major scientific
breakthrough was reported
Tuesday, April 7, by The Univer-
sity of Michigan and Los Alamos
(N. M.) Scientific Laboratory.

Robert W. Pidd, professor of
physics ‘at The University of
Michigan, who played a prominent
role in this achievement said the
process would: :

Cut by perhaps one-half the
present cost of building power
reactors; .

Pave the way for interplanetary
space travel because of the pos-
sible tremendous reduction in fuel
deadweight loads now necessary
to propel a rocket into space;

Enable satellites to have a small
but comparatively powerful and
long lasting source of electricity
with which to telemeter data back
to earth; and ‘

Have great significance in sub-
marine propulsion,

Explains Process

Under the process, électric
power is obtained from a nuclear
reactor containing a uranium
carbide source surrounded by a
plasma or .electrified gas made
{rom cesium. When the reactor. is
turned on, atomic fission causes
the uranium te have such an
energy release that it turns white
hot. At this temperature a large
electric current is produced and
is then transmitted by the gas to
a collector from which it can be
put into use.

The technique, called a plasma
thermocouple, eliminates virtually
all but the nuclear reactor in the
production of electric power from
fission. This means boilers, tur-
bines, gas condensers and dyna-
mos, such as go to make up the
Enrico Fermi Reactor near Mon-
roe, Mich, or the combined
government-industry reactor at
Shipping Port, Pa., will not be
necessary in the future.

Professor Pidd said it would be
sometime before a commercial re-
actor utilizing the new process
could . be .constructed ., because
there customarily is a three to
five year lag between science and
engineering. He added, however,
that a research reactor could be
in operation in two years.

Overall Significance

Such a commercial reactor could

not yet compete with coal power
without government support, he
explained, but the overall eco-
nomie significance lies in the fact
that the known power reserves of
uranium exceed many, many times
that of coal and oil, |

Basically, a thermocouple is a
well .known means of producing

electricity by bringing two differ-:

ent metals into contact, then cool-
ing one metal and heating the
other. The Los Alamos thermo-
couple is the result of a laboratory
observation, made last July, that
substituting ionized cesium gas
(plasma) for one of the metallic

elements produced direct current

at- several hundred times the
power of earlier thermocouples.

The experimental plasma
thermocouple resembles, in size
and shape an empty frozen fruit
juice can. The source of power is
a rod about one-fourth inch in
diameter and three-fourths of an

inch long ' containing wuranium

carbide. This is suspended in the
center of the cell and surrounded
by cesium gas, when the assembly
is lowered into the core of a
reactor, the neutron flux activities
uranium  fission heating in the
center of the can, while the flow
of reactor coolant around the out-
side of the can drops the tempera-
ture of the cesium plasma. The es-
sential requirements of a thermo-
couple thus are met, and elec-
tricity is produced.

Professor Pidd said the “enor-
mously  simple” device was re-
search tested for the first time last
Friday, April 4, at the Omega
West reactor at Los Alamos,

The laboratory-developed
plasma thermocouple was placed
in the core of a research reactor.
Modestly calculated to produce
enough power to light an electric
bulb for a few minutes, the life
time of the device far exceeded
all expectations. Acting like a
superpowered {lashlight battery—
with an open circuit voltage of
3.8 volts and a short circuit cur-
rent between 30 and 40 amperes
—the thermocouple was operated
at design efficiency for almost 12
hours before it was shut down and
dismantled for analysis.

When this single cell is extra-
polated to an entire reactor, the
implications of a successful plasma
thermocouple to future atomic
cnergy developments are enor-
mous, the Laboratory scientists
said.

Professor Pidd declared, “This
could be the device that changes
the reactor from a scientific in-
strument to a practical source of
useful power, a goal that has been
sought since the invention of the
reactor.”

Professor Pidd was on leave
from the U-M as a copsultant to
the project last semester.

Other Scientists Involved

The three-year project was
sponsored by the Atomic Energy
Commission at Los Alamos. Work-
ing with Professor Pidd as in-
itiators of the effort were George
M. Grover and Ernest W. Salmi,
both of whom received ' their
Doctor of Philosophy degrees from
the University, and John R. Reitz,

professor of physics a2t Case Insti-
tute of Technology, Cleveland. -
_ Dr. Grover, group leader of the
project, received:- his -bachelor of
science degree from the Univer-
sity of Washington. He gained his
master 'of “science and ‘doctor of
philosophy degrees. from the U-M
in 1947 .and 1950, respectively.
His home is Silver Springs, Md.

- Dr. Salmi, a former Detroiter
(16773 Biltmore Ave.) now makes
his home in Los Alamos. He won
his bachelor of arts degree from'
Wayne State University in 1946,
and master of science, and Ph. D.
from U-M in 1947 and 1951, re-
spectively.

The U-M - professor indicated
interplanetary space travel could
profit from the development in
that a few pounds of apparatus
could replace many times that
weight of fuel now needed to
thrust rockets into space. Hence,
the payload of rockets -could be
increased measurakbly.

The technique also should ease
the present problem of data
transmission from satellites which,
because of their size, have power
units of very limited capacity. An
cunce or so of cesium gas‘provides
all the  conversion -equipment |
needed to produce power for an
cxtended period of time, .,

Professor David M. Dennison,
Chairman of the U~M Department
of Physics, said the achievement
is another example of how basic
research “in unexpected avays can
often turn to practical advantage.”

. Revel Miller Adds

' (3pecinl to THy FINANCIAL CHRONICLE)

LOS ANGELES, Calif.—Dennis
S. Dawson and William D. Foote,
Jr. have been added to the staff of
Revel Miller & Co., 630 South
Spring Street, members ‘of the
Pacific Coast Stock Exchange.

Lile Co. Adds to Staff

(Special to Tae FINANCIAL CIRONICLE)
PASADENA, Calif. — John H.
Riegel, Joseph F. Schultz and
Loren Simms have become affili-,
ated with Lile & Co., 1001 East
Green Street.

Three With Bond & Share

(Special to THE FINANCIAL CHRONICLE)
PASADENA, Cal.—Philip Horo-
witz, Donald B. Moore, and Con-
stance T. Roberts have joined the
staff of Bond & Share Co., 16 No.
Marengo Street,

Atlas Adds to Staff

{Speeial to THE FINARCIAL CHRONICLE)

LOS ANGELES, Calif.—Albert
R. Gulbin, Asher 'Jagoda, Gerald
B. . Morrison. and -Fletcher Pond
have become affiliated with Atlas -
Securities, Inec., 6505 Wilshire
Boulevard.

% | Profile of a
i GROWING Company

California Water & Telephone Company
provides service to 141,800 telephones in
Southern California and is classed as the

" 11th largest of the 4,000 Independent
Telephone Companies in the nation.
Water service is provided to an estimated
population of 200,000 on the Monterey
Peninsula, part of Los Angeles County
and ﬁortions of San Diego County.

.. Copies of our
1958 Annual Report
available on request
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Bases for Successful Future
~ Electric Utility Fmancmg

under regulation but when it
comes to the use of even more
senior and hxghest priority capi-
tal, that which is reflected by
depxeclatlon reserves; in only a
few Jurlsdlctxons is the equity and
economy of giving the risk re-
ward to those who take the risk
respected. When the depreciation
prepayment reserve equals the
equilibrium 50%, the stock capital
takes all of the risk for less than
half the risk ' compensation. In-
come so burdened will be discov-
ered to be more hazardous income
and shoyld not command the mar-
ket confidence aof a flow of income
which can claim what it earns.
Beyond the level of reasonable
assurance; assets generated by de-
preciation reservations when de-
ducted for rate base purposes rep-
resent the most costly capital any
.utility obtains.

To return to our main theme,
since capital is such an important
factor in.the-indestry- the getting
of the'capital is a most important
business function and the assured
ability to get it when needed is
‘the great intangible asset of a go-
ing utility enterprise. That asset
deserves respect and careful pro-
tection' by both enterprise man-
agement and regulatory authority.

Credit has been defined as.

“what you got when you don’t
need it.” But a utility has to be
able to get capital at any time.
The full impact of the continuing
necessity to be able to command
capital on favorable terms is not
commonly appreciated by non-
utility businessmen and too often
also not by regulatory authorities.
The reserve assured- capacxtv to
get capital wisen: needed is the
great econamic reserve against
contingencies on a par with re-
serve generatmg capacity in the
technological area. The unin-
| formed or unappreciative need. to

be told how a utility must expand
to meet the demand of the mar--

ket which it sees fit to occupy as
an exclusive service agency, in
fact is legelly- obligated to expand
! whether condigéions are favorable
or not, whetkher the money market
is tlght or easy, whether the addi-
tional bushiess appears attractive-
ly, profitabie or not. Good utility
credit is no fair-weather craft; it
is an essential business requisite
that has to be able to take it as it
comes, fair or foul.

A Dbare subsistence wage for
capital obviously will not meet

such needs and standards. Stand-'

by reserve - borrowing - capacxty
and a buffer margin of earnings
are as much the economic assur-
ance of the capacity to serve as is

stand-by physical capacity. Both
cost something’ but are worth what
they cost.

More Capital Needed

The fact that a utility must ex-
pand to meet its legal obligation
will in the near term become of
greater significance. Two factors
are converging to impose a need
for more capital for the electric
industry, as never bhefore.

They are (1) the impending ex-
plosive growth in population and
(2) the accelerated response  of
more intensive use of electricity
as the rise in the standard -of liv-
ing, and electric living in partic-
ular, gains momentum.

We are growing at the rate of

ne person. every 11 seconds.
From 1958 to 1970 we will add
another 30 million and population,
like capital and. interest. com-
pounds so . that our far-sighted
philosophers -are - anticipating a
crowded world, a crowded nation
and even a shortage of space as
such.

Either development alone would
test the electric industry’s capac-
ity to command capital. With an
impact more coincident than may.
be desired or. economical these
two- bases for an unprecedented
expansion of electrical capamty
and consumption may again make
the obtainment of the needed
capital, the industry’s number one
concern,

“The importance of the impend-

ing bulge in growth for our pur-
poses 'is the demand for capital
and the new financing which it
will generate. In one sense the
total responsibility will be but the
sum of the individual responsibil-
ities of each and every enterprise
pressed to expand and to find the
money. In another sense there is
a collective responsibility since
what sepalate enterprises may- be
able to do is conditioned by the
general regard, reputation and
standing of -the industry as a
whole.

In an even larger sense electric
service, adequate and reliable
electric service, has become a top
social responsibility for peace and
for defense: At this level of the
transcendent social intercst there
also develops therefore an over-all
social, public and, political respon-
sibility. It is difficult for a single
enterprise in an industry to rise
to a unique command of investor
faith and confidence against the
general reputation of such a class
of enterprise. It is also difficult
for an industry as a whole to turn
in a‘top performance in the face
of an adverse institutional frame-
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work and political obstructionism,

Thus" the political-economic en-
vironment of the times severely
limits what:an-industry-as-a whole:
cann accomplish, Give but one
thought ‘to ~what " transportation
genius could do- for“this country
in short order if it were but given
a revised political climate, or if
for instance just one change were
made, the removal of dual regu-
lation, regulation by both public

' authority and competition. Elim-

inate one form of regulation, and
we would quickly have a renais-
sance of transport economy in
place of what now only gets pro-
gressively worse, «

By comparison with transport
the position of the electric indus-
try is a bed of roses. No longer at
least is it necessary to meet the
general political muck-raking of
the nineteen-thirties and its dis-
turbance of investor confidence.

Threat of Public Power

While at the moment the prob-
lems of the general political en-
vironment seem less disturbing
than for some time or localized at
least, yet the seeds of nationali-
zation and socialization, in sub-
stance if not in form, are still with
us. Come into my network, gov-
ernmentally-owned and mte1c0n-
nected, says the political spider to
the fly and that would as always
be the ‘end of the entcrpusmg fly.
Socialization periodically emerges
as a disturbing threat to the in-
vestor confidence, At a local level
socialization: has now long becen
technologically obsolete; based on
water power it appears to have
almost run its course but pro-
jected through a national politi-
cally - controlled network, all
could yet be undone and effective
socialization achieved. The his-
torical signiticance of “the grid”
in the history of English electric-
ity socialization is pot a happy
?ut possibly a warning recollec-
ion.

Barring a return visit of na-
tional socialism in the U. S., the
large over-all environment would

it won’t recur and impair the new
or added investment. Hope does
seem to spring eternal and maybe
it is that eternal congemtal op-~
timism of man that carries us
through.

The fact is of course that six
fifty-cent dollars of return do af-
ford a 6% return on an invest-
ment of 100 fifty-cent dollars. The
fact is also however that a re-
turn of six fifty-cent dollars on an
investment of 100 hundred-cent
dollars is only a 3% return and
thus is from the 6% level a 50%
liquidation of the investor’s sav-
ings. The renewed. threat of. in-
flation can prove to be the major
obstacle to successtul financing. of
the great expansion ahead. Frank-
ly, what would happen if the in-
‘vestor in 'utility equities should
discover that he is in fact in most
jurisdictions. as vulnerable to in-
flation as if he invested in a bond
and that there is in fact a public
policy discriminating against util-
ity equities in this important- re-
spect,

The need for additional capital
will set net records.. Most fore-
casts will probably fall short. Re-
sponsive as this industry is in the
first place to population growth,
the demand will further be multi-
plied by the rise in the standard
of living, more customers with
more uses and particularly the
heavy uses. Increased capacity at
higher prices, replacement at
higher prices without the benefit
of economic depreciation: provi-

“sion, and continued pressure. for

more labor-saving capital equip-
ment, some maturities inbonds
and \vxthdra\vah of reserves for
higher taxes after the deferral
period, will all add to a magnifi-
cent record-breaking total of re-
quired financing, all of which
must be really magnificent music
to the bankers’ ears.

Mere magnitudes, record-break-
ing large sums, need not as such
however, gravely concern this in-
dustry. - There is no . reason to
doubt at all that the capital will

seem to justify investor confi-

dence in considerable depth. Ever
with us however is the threat of
further inflation which, combined
with regulatory pohcxcs dedicated
to bookkecping bigotries instead
of economic realities in such mat-
ters as a rate base, depreciation
and rate of return, does threaten
further liquidation of investments
in the electric industry and con-
versebly favors ether industries
which are not by law made the
special and peculiar victims of in-

flation. It was probably general

investor unawareness of .the es-
pecially unfair impact of inflation
on utility equities and the “creep-
ing” rather than “explosive” char-
acter of our inflation that retained
investor confidence.
and probably-the hope and belief
that the loss was absorbed by the
unfortunate past investor and that

1 25 YEAR RISING GURVE

£ Grbs; rév‘eh'uéém(;)f ;Ca'lifdr'nia'l'Wé‘t.é:r Selzvice Company
' in 1958 amounted to $15 584 000, a 3. 5% increase over
the prevxous year.

_. _This marked the 25th consecutwe year of 8ross rev-
e enue increases, reﬂectmg in 1958 the addition of 4,610 new
" customers to the Company s 28 water- systems.
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be available and forthcoming and
that this industry will be-able to
command what. it needs. If it
doesn’t or: can’t, who will?

On What Terms?

The serious question is not will
the industry be able to get the
capital to finance its yet greatest
period of growth but rather,

(i) On what terms and condi-
tions? )

(2) In what form?

(3) From where and. from
wham?

There has been a lot of fuzzy
economic nonsense purveyed
about the significance of the abil-
ity to get capital. The highest
court and many lower level re-
peaters have held the capacity to -
command capital as a standard ‘of
a fair rate of return.or a fair
return. Even the ability to berrew
and evidence of ‘actual successful

. borrowing” have been asserted to

prove that a fair return was. being
earned. Let’s put that awful il-
logical cart before the horse in
proper order once and for all. Man
is a two-legged animal but net all
two-legged animals are- men.

fair return. gives command over
capital but additional capital can
be obtained even.though.the re-
turn earned is less than fair and
even if less than the present aver-
age dollar cost of capitak or an
average of the past cost of debt
capital and the present cost of
equity whatever that mug-wump
statistic may mean. The -simple
historical fact as well - as the
readily deducible fact ig-that capi-
tal, and additional capital,. in the
amounts required can be obtained

_from the money market at almost

any time and under almost any

realistically conceivable ~circum-
stances even though the enterprise

is earning less than a fair rate of
return. The railroad industry has
made substantial .additional in-
vestments and obtained-additional

Continued on page 30
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California-Pacific Utilities Company operates electric;
gas, water and telephone services, one or more of which
is provided in 82 communities in California, Oregon,
Nevada, Idaho, Wyoming, Utah and Arizona. Since
1950, the population of these seven states has been
growing more than twice as fast as the United States
as a whole, according to Census Bureau estimates.

It was that

NET INCOME
ThOUSENS
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1952 1953 1954 1955 1956 1957 "5'

Between 1948 and 1958, number of customers increased from
37,237 to 68,333; total revenues from $4,397,878 to $10,491,992;
and net income from $392,211 to $882,545; representing in-
creases of 84 per cent in customers; 139 pér cent in revenues,
and 125 per cent in earmngs '

Cahforma-Paclflc Utilities Company

405 MONTGOMERY STREET

GAUFOHNIA WATEH SEHVIGE GOMPANY
374 West Santa Clara Street

San Jose, California
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‘Bases for Successful Futare
Electric Utility Financing

capital. It has refinanced substan-
tial sums yet I can’t recall when
it last carned a fair rate of return.

We recognize that credit is the
capacity to command capital but
credit and good credit are rather
different and possibly quite dif-
ferent. Good credit means the
capacity to command capital on
‘favorable terms but favorable is a
relative term. A regulated utility
enterprise has good credit when
it can obtain the capital needed in
the form and on the terms which
do not impair the integrity and
security of the previously invested
capital.

Bases of Credit

The basis of credit, that is good
credit by the standards we have
set up, is a prospective flow of
income sufficient in guantity and
reliably regular to pay the going
wagces of- capital as of the time.
One of the burdens of a good
reputation, financial as otherwise,
is the compulsion to live up to
such a reputation and to perform
in line with expectations. Investor
experience and investor expecta-
tions are, therefore, significant
standards both of which must be
met by the flow of future income.
The mighty so often fall harder
than the lowly hecause so much
more is expected of them., To
project and defend a good finan-
cial reputation requires almost as
much effort as to achieve such a
reputation.

Electric utility income has threc
obvious bases:

(1) The basis in the technical
efficiency and superiority of cen-
‘tral station production of elec-
“tricity and the common use of
common means for its distribution.
. (2) The basis in the economy of
the use of centrally produced
electricity and

(3) The basis in law of the right
to carn a fair return if and to the
extent feasible by virtue of the
technical efficiency and economy
of the service rendered.

There is nothing that we could
say here that. would add to the
strength of the position of the
electric industry in its technical
dimensions. Technical superiority,
however, is not sufficient by it-
self. The service, its manner of
production and rendition must
also be on a solid economic basis.
Here also the -foundations of the
electric’ utility industry are ob-
viously very solid, disclosing only
a few cracks here and there which
are probably significant only so
far as they may get worse. The
tremendous economic expansion
of the service achieved by the
electric utility industry at prices
which are generally far below
what the market would be willing
to' pay, and is able to pay, in-
dieates the wide margin of pro-
tection which exists against eco-
nomic causes of credit impairmernit
and thus the capacity to command
capital. There probably is no
significant element in the con-
temporary standard of living of
the American people which af-
fords such "a tremendous con-
sumers’ surplus, that, in less tech-
nical economic language, means
bargain prices.

There is, however, a third basis
on which the flow of electric util-
ity income also necessarily de-
pends and which, unfortunately, is
not as solidly assured as-is the
technical or the economic basis,
We refer, of course, obviously to
!:he legal basis for. the prospective
income to which the supplier of
utility capital must look for his
compensation. Thus, no matter
how technically efficient, or how
economically sound the basis of
utility income, it will yet be no
better or adequate or assured than
is permitted under the return

thority through regulation. It is
in the legal basis of future public
utility income that we find our
greatest reason for concern.

Rate of Return

The legal basis of income is
moreover a relatively volatile and
unpredictable determinant of re-
turn. Technologies do not so radi-
cally change, and the economic
basis for income production does
not so quickly erode, yet if the
legal standards do not allow the
efticiencies of a superb technology
and the economic margins offered
by the market’s “best bargain” to
be reflected in a compensatory
financial flow of return, superior
technology and superior economy
may yet be of little import.. Even
as the Supreme Court of the Unit-
ed States is the final faculty of
cconomics, regulatory law and
procedure determine utility in-
come. Public utility capital is
captive capital, it can’t economi-
cally withdraw in any short or
medium term and in any case once
“devoted” it cannot legally with-
draw. It has no economic bargain-
ing power as have rapid capital
turnover enterprises. Past in-
vested utility capital is wholly de-
pendent on the meaning that the
adjective ‘“fair” is given in the
phrase “fair return” and what is
“fair” is what public authority
thinks is fair.

Thus we return to recognize the
{ull meaning and import of being
a regulated industry, namely, that
it.is not how efficient you are or
how economic you are that de-
termines the adeguacy of a flow

of income but how much you will-

legally be allowed to earn as com-
pared with what you could-earn.
Thus the regulatory environment,
its conventionsg and proceduralism,
will be the final determinants of
this industry’s capacity to com-
mand that capital- which it will
need to meet its public obligation
to expand and to serve. all who
come at reasonable rates, The en-
gineers have done their job, the
business managers have done
theirs, maybe it's..time now that
the lawyers did theirs and ob-
{ained for this industry what is in
fact realistically and meaningfully
a fair wage for the capital so ef-
ficienfly and productively em-
ployed. Possibly, however, before
we can expect this miracle from
the legal talent it may be neces-
sary to create an environment of

understanding: and public sym-

pathy to economic realism in reg-
ulation, to results that are eco-
nomically fair rather than merely
the arithmetic products of book-
keeping conventions. Maybe, also,
it is not even by
chargeable to the lawyers; possi-
bly chicken-hearted management,
seeking to avoid the trials and
tribulations, the sheer toil and
tears of rate case litigation, is the
reason why this industry across
the board has not earned a fair
wage on the capital it has em-
ployed so efficiently and econom-
ically over the past ten years.

The incremental investment at
the even higher price level has
not earned even the rates of re-
turn -allowed on the average
achieved by the enterprise. Rate
levels are obviously subsidized by
the lower past dollar cost of the
property and plant. Even in the
capital structure the return is not
reflective of the present cost of
capital and the income available
to common stock -capital is subsi-
dized by  the past lower interest
cost of debt.capital. We can do a

.bit of figuring -on. that point. The

average* contractual interest rate
on formal funded debt of the class

A & B industry in 1957 was 3.1%; -

in 1958, not available, but prob-
ably 3.2%. If the current effec-

implication -
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Market prices, earnings and dividends are weighted by the nusber of shares outstanding at year end, adjusted for stock splits and stock dividends.
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jtal of 4.4% were substituted for
3.2%), the income available to the
common equity would be reduced
about 18% before income tax ef-
fects. We could go further and
give effect to the difference be-
tween the past contractual rates
on preferred stock capital and the
near 5% rate reflecting current
cost. Altogether it is seen that
even as rates and the return on
the high dollar cost of additional
capital in property and plant are
subsidized by the past “lower-
number-of-larger-dollar” cost so
also is the return earned by en-
terprise capital, the common stock
equity, subsidized by past lower
contractual cost of debt and pre-
ferred stock capital. The moral of
all -this of course for financial
management is to determine what
. produces common stock ' income
and - for regulation 'to recognize
that past cost of contractual cap-
ital has no proper place in fair
rate of return -determination ex-
cept as it may. be evidence of the
current or prospective cost of such
capital, ;

Prime Corporate Credit

We are, I am sure, yet however
ready to defend the proposition
that the electric utility industry is
the prige corporate credit in the

erican economy today. But
whether the industry could actu-
ally meet the standard of good
credit, as we have identified it,
may be another matter. Has the
industry been able to obtain the
capital needed without dilution or
impairment of or prejudice to the
past invested capital? Has it.in
fact done so over the past 10 or
12 years? Will it in fact be able
to meet that standard in the pe-
riod ahead?

Obviously the answer, as would
be statistically 'developed, will
differ as to whether it is assumed
that dollars equal dollars, that the
thing called .a 1938 dollar is the
same as the thing we trade in as
a 1959 dollar or whether it is as-
sumed that the average invested
dollar is the same unit of meas-
urement as the dollar of income
received in 1959. It is, and I as-
sume we all understand, quite
possible to have met all the stand-
ards of nominal dollar financial
responsibility and investor expec-
tations in nominal dollars and to
enjoy -the highest capacity to
command additional investment
dollars and yet to have seen the
stockholder's equity investment
substantially liquidated. There is
an old saying that “what you don't
know doesri’t hurt you” and so
possibly with many utility stock
investors whose dollar investment
has been in dollars well main-
tained but in economic substance
sadly impaired. )

Investor’s Experience

As a quick test and a brief “look
and see” I have made a few cal-
culations based on the investor’s
experience as reflected by Moody's
well-known selection of 24 utility
common stocks for the period
1946-1958. The results are pre-
sented in the accompanying statis-
tical tabulations. The unit of in-
vestment.is a- weighted composite
share corrected for stock splits
and stock dividends. It may be
noted from the . tabulations that
the average market price -per
share has increased from $32.14
in 1946 to $63.21 in the fourth
quarter of 1958. The end of Feb-
ruary 1959 average price was

$67.40. This looks good on the face .

of it but suddenly we recall that
a share is not a share and that a
share is no more a constant and
;‘eh’able unit of measurement than
is the dollar. There have been re-
tained earnings and stock financ-
ing at prices above the book value
base. As may also be seen, the
book equity per share has also
almost doubled from $21.74 in
1946. to $40.02 in 1957. (Book
equity figures per average share
for 1958 are not yet available.)
We -might hope: that the share
would increase in price at least
b ~~ ~vech as it increased in book
[

value. As set forth in the data,
the market price (per constant
share) per $100 of book .equity
never again reached the $147.84
of 1946. In fact the price for 1947
of $126.19 was nearly the same as
$121.69 for 1958. In fact the aver-
age price per constant size share
in 1957 was lower than for the
eight preceding years as well as
substantially below 1946.

Dividends per $100.00 of book
equity were $6.12 in 1957 and this
was the lowest for the period un-
der review. 4

Earnings per constant share of
$100.00 in book. equity were also
lower in 1957 ($8.52) -than in any
year of the period. In fact they
were substantially higher at
$10.04, $10.58 and-$10.49 ‘during
the years 1948-1950<since which
period they have been .declining
except for a slight ‘one-year re-
versal of trend in 1955 at $9.19.

The cumulative retained earn-
ings per share amounted to $10.10
in"1958, $9.00 by the end of 1957,

The increase in book equity from-

1946-1957 was $18.28. Thus the
$9.00 of cumulative retained earn-
ings was substantially half of the
growth in the size of the share.
Most of the balance can be im-
puted to sales of additional stock
at proceeds per share above book
values.

How an investor might have

fared over the 12-year period may -

be seen from the data where it is
assumed that one composite or
average share was purchased each
year at fourth . quarter average
prices. Thus the 1943 purchase
was at a 6.81% earnings. price
ratio. On the “share” cost in 1946
the earnings in 1958 were 11.29%.
Similarly each . year’s purchase
base is carried through .to 1958.
The average of earnings on the

13 acquisitions in 1958 was 9.86%.-

The weighted average 11.10%.
This looks good, on the face of it,
but it is necessary to recall that
thcse are. in part carnings on
earnings never received. The in-
vestor was compounding himself.

Dividend Experience
A similar experience in terms
of dividends is set forth. An
acquisition in the fourth quarter
of 1946 on a 4.57% dividend yield
basis has become 7.87% in 1958.

One share unit acquired each year:

produces an average return of
6.88% in 1958; the average,
weighted by number.of years ob-
tained, is 7.74%. Again what
more, one might say, can you ask
for or expect but it may be worth
noling that the dividends per $100
of equity are lower at 6.12% in
1957 (last year available) than in
any year of the period and were
as high as 7.41% in 1950. The
gain is all inthe increased size
of the share from the several
causes which brought that about,
particularly retained earnings and
the sale of additional shares at
prices above then existing book
values.

One other look and see may be
informative. The 1946 purchaser
has received in total $25.83 in
dividends and-$31.07 appreciation
or a total of $56.90 through 1958;
through 1957, $39.86, or $4.38 per
year average to- 1959 and $3.32
per year average “to 1958. This
looks like a 10% or better average
but this took 12 and 13 years to
realize and there is such a factor
as the discountability of time of
waiting. A discounted worth would
be substantially less. ;

I have also included herein ‘a
similar two-page analysis of the
experience which ‘the investor
would have bad with Moody’s 125
industrial stocks. I leave it to you
to make the comparison and sec

-how much greener the grass was

or appears to be on the other side
ofg the fence.

Time for Equity Financing

The next question is' what kind
of money capital is the industry
going to obtain? The categorical
answers can be brief and to the
point, namely the kind of capital

it. will choose to get. Real old-

fashioned financial standards sug-
gest that enterprise obtain com-
mon. stock capital when the
getting is good and build up a
borrowing capacity reserve by
reducing debt ratios at such times.
Today would seem to be the ap-
pointed time. Whether the ap-
pointed time will last long erough
for you—all “to ready that stock
offering” I don’t know. For my
money the turn is long overdo. If
the industrial stock market is not
a record-breaking over-valuation
o f the shares, a very substantial
increase in the earnings of indus-
trial enterprise must be at hand
and soon. Can you intelligently
anticipate the same or similar for
electric utility common stock
earnings? Securily price rises are
by nature contagious. Utility
stocks have responded sufficiently

‘so as to reflect very low earnings

and dividend price ratios by com-
parison with the past and by com-
parison ‘with more stable money
rates as reflected by bond and
preferred stock yields. In some
instances these stock ratios are
now so low that the enterprise
could sell stock and buy govern-
ment bonds, sort of an operation-
in-stock-piling equity  capital
against the day when it may be
needed if not now.

Utility debt capital today costs
a full 2% in yield more than in
May 1946. I suspect that for sim-
ilarly circumstanced and protected
equily capital, stock investors also
now expect 2% more but you
would not suspect it from the
ratios of dividends and earnings
to stock prices. Obviously great
expectations have also been built
up in utility common stock inves-
tors’ minds as to the future earn-
ings ‘which justlify = such high
prices. This we view with alarm.
Barring a widespread conversion
of regulatory practice and belief
to economic principles and a re-
nouncing of the false gods of nom-
inal dollar bookkeeping, -it just
won't happen. Therefore, we fear
an investor disillusioned as we do
a woman scorned. It is such cau-

ment made are meaningful for the
possible future net income. There
is no danger in stock offerings to
stockholders since the price per
share has no significance except
to those who will sell rights and
those who buy them. It needs to
be understood that a sustained
“explicit” dividend rate means.an
“implicit” in fact dividend yield
increase when rights to subscribe
have a value. How much of a
dividend increase of this character
the particular enterprise can af-
ford may well determine . how
much additional stock should be
offered at' how much of a con-
cession in price. !

(7) The years 1958-1959 will be
remembered as the time when
common stock money should have
been obtained even beyond im-
mediate needs.

As to debt capital it would seem
the part of conservative prudence
to plan a reduction in the debt
ratio so that as the interest re~
quirements at higher rates come
into effect, the times interest cov-
erages of the past will be main-
tained. Except as we again inflate
the money supply debt capital
costs will probably remain at the
natural interest rate levels to
which we returned as the “money
jag” of the big inflation wore off.

Preferred Stock Problem
As to preferred stock the prob-
lem is as it always has been, a
mug-wump situation. If it were
in the form of debt the debt ratio

tion that seems 1o restrain some

enterprises from common stock

financing that should have already

taken place.

‘With somae: of these more tech- . -

nical. aspects of the problem of
‘getting the -capital I-would -be
brief- “and. therefore somewhat
categorical. - -~ - .

. -(1) The equity ratio of many
electric utilities should be im-
proved; the industry .as a whole
might well establish a backlog of
reserve borrowing capacity.

(2) The price at which stock is
offered and pro-rata-taken by
existing stockholders is immate-
rial; it is the future earnings per
dollar invested and not as related
to share prices that is material.
Stock offered at favorable rela-
tions to market prices and favored
by a sustained dividend rate per
share only gives the investor
sofething more in the form of an
implicit (a real) dividend increase.

(3) Stockholders who sell their
rights are selling part of their
holding and, if at prices high by
comparison with their purchase
price, they make a real gain.

(4) Stock dividends and sus-
tained dividend rates are but a
deferral of dividends, "a future
dividend on a dividend in place
of all the dividends now. The de-
vice short circuits the obtainment
of capital and may defer or even
avoid some taxes.

(5) Stock offerings to the pub-
lic, new ‘investors, could hardly
be justified at prices less than
what can be obtained in this mar-
ket but such financing if at some
of the extreme ratios now exhib-
ited on the market could easily

set up. false expectations and un-. .

favorable future reactions. -
(6) Stock offerings to old stock-

holders at significant concessions

below the market may well be

made to increase the equity ratios -

and to increase reserve borrowing
capacity. Debt capital costs are
high and the terms of the commit-
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would violate well-established
conventions and limits. Viewed in
terms of after-tax-effect-cost-of
capital the cost is high compared
with debt capital even at natural
interest rate levels, In view of
its priority and the compulsion on
management to treat preferred
dividends as practically a fixed
charge the cost seems high com-
pared with the basis on which in-'
vestors are at least now willing to
take a common stock position.
Institutions which have the golden
touch of transmuting a taxable
income into a substantially tax-
free income may well however
come even more to desire this
class of security. It seems to me
in the present and probable future .
setting to be more attractive as a
medium of investment than as a
medium of financing except as it
is the means of avoiding penetra=-
tion of the 50% debt ceiling and-
for that it seems a rather costly
expedient compared {o the avail=
ability of common stock capital.
Our position, I hope, has be=
come somewhat clarified. We are
not merely satisfied to be able to
obtain all the capital we may
need but we are also concerned
as to the terms and conditions
under which this capital is ob-
tained. Thus, we not only want
to be confident of being able to
obtain the money but want to
deal fairly with the investor so
that future credit may in fact not

suffer impairment due to present
Continued on page 32

— the area that’s so rich
in raw materials and chemicals

Rich stores of practically every raw material needed by
modern industry abound in the vast Utah, Idaho, Colorado
and Wyoming area served by Utah Power & Light Co. and
subsidiaries: The Western Colorado Power Co. and Telluride

Power Company.

WRITE FOR BROCHURE: “A
Treasure Chest in the Growing

UTAH
POWER
& LIGHT
60.

West” containing detailed informa-
tion regarding industrial opportun-
ities. Address: W. ‘A. Huckins,
Dept. 15, Utah Power & Light Co.,
Salt Lake City, Utah ;

A Shoun
wagmucj‘;_fw
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Continued from page 31

Bases for Successful Future |
“Electric Utility Financing

shortsightedness &nd what the
future investor may view in retro-
spect as short-dealing. This, we
have seen, is in part to be taken
care of by the manner in which
capital is obtained and the tech-
niques <¢mployed. Whether the
industry can in fact iive up to the
great expectations which inves-
I tors have developed will, however,
depend, as we noted before, upon
the regulatory environment and

the manner in which public au-|

thority controls the future flow of
income.
Regulatory Policy Unrealistic
In my opinion it is high time
that regulatory policy in the U. S.

matured and came realistically to |

face economic facts. The policy

of hiding behind the bookkeeping !
curtain, woven out of a systematic |

pattern of nominral dollar debits
and credits, should give way to
a more honest and socially ethical
dealing with the nature of the
economic sacrifice which utility
stock investors made and the
reality of the expected return.

It is furthermore high time that
4he electric industry become rec-
ognized as a business-managed
business undertaking. The treat-
ment of this great business as if
it were in fact a kind of an in-
corporated “performance of gov-
ernmental function” needs to end.
If this is in fact a business it needs
a business diet and a business
environment to keep it healthy
and make it strong enough to face
on its own credit and its own
resources the challenges of change,
even radical change. A healthy
business environment holds forth
a chance of gain but not a guar-
anty by implication or otherwise.

inducement offered by a
chance of gain is something more
than mere management response
to a conunission-administered,
frequently revised, or revisable,
and in effect, cost of service con-
| tract. A business environment
. must hold forth some chance of
! extra compensation for a job well

dopne and, particularly, a job

f

iwhich is being better done. Cer-
tainly a business environment is
not provided under regulatory
policy where all of the gains of
initiative and enterprise are in
advance committed to the con-
sumer. We seem always to pay
(respect in words to the principle
| that good management and su-
| perior enterprise should have a
i chance to earn something addi-
tional for their perforinance but
where in utility regulation has
this noble economic sentiment
and unchallengeable principle
ever been given conscious effect,
A business environment would
clearly not be overcast with the
iruling impression that because a
utility is moking a gain, because
| its earnings have increesed, there-
fore its rates are too high, The
prospect of a chance of gain works
imiracles on the enterprising hu-
'man mind which we have long
{known has a very sirong propen-
'sity even to overvalue any indi-
‘cated chance of gain. The holding-
out of a chance true business
gain would in fact)heget so much
more in social e€onomy for the
small potential reward held out
as obtainable if earned. In fact
if we really believe in the econ-
omy of a private enterprise system
as we protest we do, at least to
the Russians, we must in fact be-
lieve that the holding forth ¢f a
chance of gain is the lowest pos-
sible cost at which the advantages
of great economies can be ob-
tained for all.
; The true social economy of an
enterprise environment for regu-
lated industries is not peculiarly
sought in behalf of the investor,
In fact his net-take is a very small
percentage of the total social divi-
dend which the spirit and effect
of enterprise can produce. In our
society as a whole, in fact no one,
certainly not the investor, would
in fact benefit as much from the
recognition and application of the
enterprise principle in public util-
ity regulations as would the cus-
tomer himself. All that would be
needed is a return to the original
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' principle of regulation, namely,
that it is rates that are subject to
| regulation and not returns.Nothing
! would do more for the customer
| in that it would curb his short-
term cupidity in favor of the much
larger long-term advantage.

Detiriment to Free Economy

Return regulation as such is
basically uneconomic and inimical
to the operation of initiative and
enterprise in a free economy. For-
mal and formula Jimitation of the
return which can be earned is not
to the. best social advantage

omies of monopoly on the one
hand and on the other we cer-
tainly did not want to subject
ourselves  to the temptation of
monopoly pricing. Logic would
suggest that we subtract only the
monopoly earnings from the re-
turn and leave the balance of the
(return earned to enterprise even
as it is and can be claimed by en-
iterprise in the competitive indus-
‘trial areas. Such an approach
would never have resulted in a
standard which claimed all the
{advantages of differential = su-
2periority, initiative and enterprise,

viewed as the end of regulation./Which enterprise capital and man-

It would be a great advance if
the return earned were merely
viewed as one of several available
evidences as to the reasonableness
and social economy of rates and
not as a determinant. The prin-
ciple of course should work both
ways. The opportunity for real
gains should be balanced by regu-
latory procedures which would in
fact “spank” the laggards, the
recalcitrants and the incompe-
tents. The extent to which a
management actually utilizes the
social resources at its command in
the form of property and plant,
the extent to which it achieves a
higher utilization factor and pro-
duces more want-satisfying elec-
tricity at. lower average costs
ought to be just as much a good
and useful evidence of the reason-
ableness of rates as any statisti-
cally contrived cost: of capital.
Formula regulation has gone
much too far. Of course it was
easy, it made life simpler. With a
formula at hand that difficult
thing called judgment could be
set aside and, unfortunately, has
been, :
Every good thing can be over-
done and certainly the reliance
on bookkeeping records whose
meaning one must really under-
stand in order to take lightly and
the statistical computations and
calculations derived from the
gyrations of stock markets and
the results of a governmentally
managed money market all fall
into this category. The social eco-
nomic purpose of regulation was
to offset and cancel the effect of
monopoly because it was an un-
avoidable by-product of the per-
fectly sound idea of having one
utility = enterprise occupying a
single market. We wanted the
operational and investment econ-

This revolutionary gas-filled tra

. ¢ntly the largest of its type. Developed by General
Electric, it was recently installed in a PP&L substa-
tion where it is providing operating data toward
development of even-larger transformers of this

economical type.
Adaptation of new techniques,

thinking . . . in other words, PROGRESS . . . has
always been a‘responsibility in the PP&L program.

Under such a policy, PP&L was a

;o

\

/ agement produced, for the cus-
t

omer, There is in fact no eco-
nomic sanction for the cost stand-
ard as such. in utility regulation.
At best that standard would be,
by reference to all economic prin-
ciples, present marginal cost with
opportunity for the superior pro-
ducer to share in his achievement,
to be rewarded for the superior
economy of his productivity.

Economic Utility Rates

The competitive current mar-
ginal cost standard would be an
enlightened substitute for the
aboriginal past cost standard as a
guide to regulation and a stand-
ard of social economy, for utility
rates are prices even like other
prices. They are not exempt from
the economic standards of what a
price should be and what a price
should do merely because. they
are utility prices, Utility rates as
prices may of course be viewed
with cupidity from the standpoint
of enterprise because they are a
source of the revenue needed to
continued solvency. They may be,
and in fact are, viewed with.cu-
pidity by the consumer since they
are a reduction of his purchasing
power for alternative goods. Both
of these approaches have in some
respects been over - emphasized.
At least, I would say, that public
utility rates as prices should be-
gin to be viewed from the stand-
point of the social economy as a
wholée, which means they should
be tested as to how well they per-

form the function of prices, how,

well they are operating to achieve
economic equilibrium and maxi-
mum utilization of social re=
sources while at the same time
giving the consumers the lowest
rates under which in fact, the
most vital factor in our whole
system of spontaneous economic
interdependence, - initiative and
enterprise, can earn a truly com-
pensatory return. The economic
ends of society as a whole are
finally and financially more im-
portant than the subsidiary inter-
ests of buyer and seller.

The basic approach and the de-

" tailed procedure of the contem-

\',.. the most radical change

in transformer design

nsformer is pres- 'door”’ type powe

United States.

in 'fifty yeaxs!’”

r plant in the colder portions of the
A second is already in building,

Similarly, PP&L is among the leaders in adapting
electronic equipment in many phases of its business.
And promotional effort has been broadened from ap-

pliance promotion to broad business development.

equipment and

pioneer in “out-

We believe that only through PROGRESS can
we effectively meet our customers’ increasing necds,
attract and retain competent people and maintain
investor confidence.

PENNSYLVANIA POWER & LIGHT,COMPANY

pitized for FRASER
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porary regulatory process is
oriented to the ideas of the eco-
nomic class conflict and not so-
cial economy. The flow of utility
income, which is the ever essen-
tial basis of utility credit and its
command over capital, is there-
fore at best precarious and in
spite of the amazing technical ef-
ficiency and solid economic ac-
ceptance of - the. service. What
would most secure and establish
utility credit and make solid the
third basis of the flow of future
income would be a change in the
conception = of regulation from
class conflict policeman to social
economic statesmanship. :
For a highly ecapitalistic indus-
try, under legal compulsion to ex-
pand with the coming “population
explosion” and with what we hope
will also be a continued rise in
our standard of economic well-
being, the maintenance of good
credit is of paramount enterprise

- and social importance.

The prime requisite of good
utility credit is a prospective flow
of income sufficient in the first
place to attract the equity capital
under a conservative capital
structure and sufficient in the
second place to allow investors a
chance to realize that prospective
rate of return which in fact in-
duced them to supply the needed

capital. Realization of expecta-
tions must some time follow or
the will to believe and the hope
of reward may yet so deteriorate
as - to’ impair- even <the best of
credit.

Any widespread failure of util-.
ity equity investors eventually to
realize the return - expectation-
rate, which in fact induced them
to supply the risk capital, will
work havoc with the present high-
level credit of the electric utility
industry and prejudice the indus-
try’s capacity to raise the un-
paralleled volume of capital that
will be needed and continue to be
needed to finance an urprecedent-
ed and long continuing expansion,

The technological basis of elec-
tric utility income is solidly es-
tablished; the economic basis is
firmly part of the very web and
woof of our present industrial
system. The area of recurring
concern is the legal basis as re-
flected by regulatory climate and
public policy. This is the vulner-
able {ront.

Particularly essential to the
successful financing of this indus-
try’s public responsibility to serve
ever larger numbers in an ever
larger way, is - the regulatory
recognition of the fact that this
industry is a business and will
only thrive well in an environ-
ment hospitable to business enter-
prise. To this end there is re-
quired early regulatory recogni-
tion of the end for a rate-of-pos-
sible-return which will induce
business enterprise at its best and
investor assumption of the haz-
ards of ever-more progress rather
than a mechanistically derived
cost of capital basis for a mere
subsistence wage of capital.

New Lee Higginson Branch

KALAMAZOO, Mich. — Lee
Higginson Corporation has opened
an office in the Hanselman Build-
ing under the management of
Robert H. Reagan.

Western Secs. Office

OKLAHOMA CITY, Okla., —
Western Securities, Inc. has
opened a branch office at 109
North Walker under the direction
of Lester E. Johnson.

All-State Properties
FLORAL PARK, N. Y.— All-
State Properties, Inc..has been
formed with offices at 30 Verbena
Avenue to engage in a securities
business.

New Rotan, Mosle Office

VICTORIA, Tex.—Rotan, Mosle
& Co. has opened a branch office
at 111 South Liberty Street under
the direction of Halbert A. Abshier,
Jr.

A. F. Haslam Opens

LL DORADO, Ark.—A. F. Has- '
lam is conducting a securities’
business from offices at 511 West
Main Street. .

- First Monticello Corp.
MONTICELLO, N. Y.—First-
Monticello Corporation has been

' -formed with offices at 217 Broad- .

way to engage in a securities bus-.-
iness.

Hamilton Investors Plan

‘JAMAICA, N. Y.—Hamilton In-
vestors Plan, Inc. has been formed
with offices at 80-23 164th Street,
to engage in a securities business.

Chester Harris Co. Opens

Chester Harris & Co. has been’
formed with offices at 64 Wall
Street, New York City, to engage
in a securities business. Partners
are Martin Chester Harris and
Ira: D. Harris. ‘ .

Forms Harwood Securities

Edith Harwood is conducting a

.securities business from offices at

151 East 38th Street, New York
City, under the firm name of Har-
wood Securities Co. .
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Status of Atomic Power
 And a Look at the Future

and two  additional projects are
in - the planning stage. Utility
company expenditures on these 15
projects will amount to more than
$540 million, exclusive of excess
operation and maintenance costs
over equivalent costs of conven-
tional power. Such excess costs
may, over a period of years, ap-
proach a substantial portion of
excess capital costs. These addi-
tional post-construction operation
and maintenance costs are fre-
quently not recognized in evaluat-
ing the overall contribution by
our industry to nuclear progress.

Details on the projects under-
way in the industry and a sum-
mary of -dollar expenditures are
shown in the accompanying data.

A large number of utilities are

also participating in 11 other nu-
clear research, development and
study projects, involving substan-
tial expenditures. Some of these
will ‘undoubtedly lead to addi-
tional reactor construction proj-
ects,
’ As of year-end 1958, total util-
ity company expenditures in these
and the previously - mentioned
projects amounted to $130 million
with 131 utilities participating, A
listing of the participating com-
panies in each of the 26 projects is
shown herein.

During the year, a proposal was
made to the AEC by the Philadel-
phia Electric Company and the
newly-formed High Temperature
Reactor -Development - Associates
to design, construct and operate a
30,000-40,000 Kw (electrical) high
temperature, helium-cooled,
graphite moderated nuclear
power plant at Peach Bottom, Pa.
The project has been accepted by
AEC as a basis for negotiations.

General Public Utilities Corpo-
ration also announced that it
would construct a 5,000 Kw (elec-
trical) developmental water {ype
reactor at the Saxton, Pa., gener-
ating station of its subsidiary,
Pennsylvania Electric Company.

In December, 1958, Pennsyl-
vania Power and Light Company
and Westinghouse Electric Corpo-
ration advised the AEC that after
three years of research and de-
velopment work -on the single-
region slurry homogeneous re-
actor, they did’ not think it
technically feasible to construct
their proposed large scale homo-
geneous reactor without the
development and operation of a
prototype plant. This resulted in
the cancellation of the project
(PAR). -

During the year research and
development work continued on
the recently inaugurated Caro-
linas Virginia and East Central
Nuclear-Florida West Coast proj-
ects, now under cortract with the
AEC, Detailed design work. com-
menced during the year on the
Pacific Gas and Electric Company
plant located at Humboldt Bay,
Calif., as well as-on the nuclear
superheater plant of the Northern
States Power Comipany to be built
at Sioux Falls, S. Dak.

Major construction work on the
large scale Dresden plant at
Joliet, I11., the Enrico Fermi plant
at Monroe, Mich., the Yankee
plant at Rowe, Mass.,, and the
Indian Point, N. Y., plant con-
tinued toward completion and
operation in 1960 in the case of
the first three plants and 1961
for Indian Point.

Fo—
1A panel of representatives of four
major industry projects provided the
convention with progress reports. The
projects and the speakers were: INDIAN
OINT: R. F. Brower, Vice-President,
Consolidated Edison Co. of New York;
YANKEE: R. J. Coe, Vice-President,
Yankee Atomic Electric Co.; DRESDEN:
R. G. Le Clair, Manager of Research &
Pevelopment, Commonwealth Edison Co.;
and ENRICO FERMI, H. A. Wagner,
ager of System Development, De-
treit Edison Co. ?
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Valuable ‘operating experience
was obtained by the electric utili-
ties participating in the three op-
erating power reactor projects
located at Vallecitos, Calif,, at
Santa Susana, Calif., and at Ship-
pingport, Pa. s 5q :

This, in essence, is the status
and progress on the industry pro-
gram in nucelar power today.l

Recent Developments in
Washington

Within the last six or eight
months, both the AEC and the
Joint Committee Staff of the Con-
gress established proposed objec-
tives of national atomic power
efforts and program steps to reach
the objectives. Both sets of objec-
tives are similar, and briefly are:
(1) to achieve and demonstrate
economic nuclear power in 10
years in the United States; (2)
to  assist friendly nations now
having high energy costs to
achieve competitive levels before
that time; (3) to maintain U, S.
world leadership in the peaceful
applications of atomic energy.

Both proposed programs called
for strong leadership and techni-
cal direction by the AEC. To
bring this about, the Joint Com-
mittee staff program envisioned
government assumption of re-
sponsibility for construction of re-
actor experiments and prototypes
with participation in this phase
by industry only in exceptional
cases. Private ownership of nu-
clear facilities was anticipated
mainly for second generation,
commerical size nuclear power
plants.

During the year, the AEC had
demonstrated their intention to
exercise stronger leadership and
technical direction by announcing
the policy whereby they would
specify to private industry the
types of reactors to be built with
government assistance. Thereto~
fore .the initiative had rested
largely with industry to propose
reactor projects for inclusion in
the Power Demonstration Reactor
Progam and, thereby, qualify for
government aid. In order to en-
courage participation by industry
in - the building of promising
prototype reactors, the AEC en-
dorsed capital subsidy as an ad-

ditional form of financial assist- ~

ance.

The technical phases of the two

proposed programs differed some-
what as to the recommended
sizes and types of reactor projects.
The -Joint - Committee staff pro-
gram included a list of experi-
mental, prototype and large scale
reactors to be studied, developed
and possibly built. The AEC on
the other hand emphasized the
building of reactor experiments
and prototypes rather than large
scale plants. as the quickest, least
costly course toward achieving the
program objectives. It also placed
greater emphasis on the impor-
tance of breeder type reactors.

It was against this background
that the Congressional hearings
on the development,
growth of atomic-energy convened
in February of this year. Chair-
man McCone of the AEC, in pre-
senting the Commission’s program
for nuclear power development,
reported that “efforts during the
past. five years have paid off in
remarkable progress.” He went on
to say that “we have had a good
program, both in terms of techni-
cal progress and in terms of par-
ticipation ‘and. cooperation of in-
dustry.” .

The AEC continued to advocate
positive and vigorous leadership
in all phases of, the program. In
the research and development
phase, the Commission would
make full use of the technical

state and

staffs of its own laboratories al-
though they also stated their in-
tention to call on all ‘segments
of industry which could make
substantial contributions. '

In the prototype construction
program, the AEC would deter-
mine desirable reactor types, sizes,
designs and schedules for con-
struction to meet their program
objectives. The AEC would spec-
ify to industry the desirable
prototype reactor projects which
would “qualify for .government
assistance. Financial assistance
would be offered to cover capital
costs in excess of conventional
plant costs, if ‘such. authority
were approved by Congress. How-

. ever, such financial assistance was

not to exceed 50% of the nuclear
plant costs up to the bus bar, nor
to reduce the capital cost to in-
dustry below the equivalent cost
of a conventional plant.

Emphasizes Commercial

Development s

In the statement presented on
behalf of the Edison Electric
Institute, we endorsed the major
objectives of the long range na-
tional program proposed for nu-
clear power development, How-
ever, we recommended an
additional objective which has not
received adequate consideration to
date, that is, to bring the devel-
opment of atomic power as soon
as possible and as nearly as pos-
sible within the framework of
commercial development of con-
ventional energy resources. It is
our position that healthy ultimate
utilization of atomic energy will
only take place with electric
power companies, manufacturers
of equipment and other related
industries working together, with-
out the requirements of special
restrictions, special forms of as-
sistance, and the extent of direc-
tion by government which pres-
ently exist during the transition
period to economic huclear power.
It is obvious to our industry that
while the program currently un-
derway in the United States is
progressing at a rate which is both
substantial and adequate on the
basis of domestic considerations,
foreign policy objectivps may re-
quire additional efforts. However,
such additional efforts are a col-
lective responsibility of all seg-
ments of ‘the economy. The elec-

tric power companies recognize
their responsibility in these efforts
and will continue to make avail-
able to the fullest extent possible
their resources in experience, or-
ganization and financial support
to help achieve the nation’s for-
eign policy objectives in nuclear
power development,

But, we pointed out that broad
scale industry participation in ex-
panded programs to meet the
nation’s foreign policy objectives
will require substantial participa-
tion, both financial and otherwise
by the Federal Government. Such
assistance is both desirable and
necessary, inasmuch as it is in
support of an objective important
to the entire nation rather than
for the benefit of any one group.
The principle of Federal financial
aid to promote :international ob-
jectives has abundant precedent
for such aid In nuclear power
development.

With regard to the role of gov-
ernment in technical aspects of
nuclear power development, it is
our industry position that during
the transition period to competi-
tive nuclear power, the AEC will
have an important part to play
in virtually all aspects of reactor
development. However, we ad-
vocate that that role should be a
transitional one with such re-
sponsibility transferred to indus-
try as soon as practicable.

The AEC’s role in reactor devel-
opment over the near term should
be in the areas of investigating
promising reactor concepts, spon-
soring research and development,
and constructing and operating
reactor experiments and prototype
reactors. AEC ownership should
not extend beyond the stage of
such reactor experiments or
prototypes at Commission installa-
tions. It is basically undesirable
for government to own reactors
on utility systems, public or pri-
vate, such as was provided for on
public and cooperative power sys-
tems in the so-called second round

invitation of the Power Demon-"

stration Reactor Program.

In a free enterprise economy,
as a matter of principle, there
is no proper place for government’
furtherance of public power,
atomic or conventional, with fi-
nancial assistance or other aid.
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When this is done it can only
occur as a matter of expediency.

Moreover, power reactors at
AEC installations should be op-
erated only so long as they are
deemed to be. valuable from a
research and development stand-
point. In many cases, the inclusion.
of clectric generatling facilities is
not necessary for technical prog-
ress. In those cases where gener—
ating facilities are installed,
power generated, of course, should,
be utilized at the site. f o el

Hence, in carrying out any pro-
gram- deemed necessary. to, meet:
established objectives, the respec—
tive roles of government and in-
dustry should be so conceived and
administered as to maximize par-
ticipation in the ‘ownership , of.
facilities by industry. Projects-
proposed by the AEC involving,
either prototype or subsequent
reactors should be submitted to
industry to be constructed, owned
and operated by industry, with
sufficient government financiak
assistance provided to bring this
about.

Likewise, projects initiated by
industry should be given equal,
consideration for government as-.
sistance with projects proposed by
the AEC because the interest of
industry should itself be a  sig-
nificant test of any reactor’s com~-
petitive promise. Any. reactor
selected by industry will be tested
against industry’s standard of
reliable and economic operation.

To date, electric power compa-
nies have invested in nuclear;
power projects amounts substan-;
tially in excess of the equivalent:
costs of conventional ‘plants - for:
both AEC proposed and unsolic~-
ited proposals, thus reducing tha.
required expenditure of govern=.
ment funds.

The Future

What is the outlook for the year
ahead in nuclear power develop--
ment? The AEC has submitted to
the Joint Committee a bill author-
izing a program which calls for
the construction by the govern=-
ment of four relatively small
scale reactors. One is an experi-
mental organic cooled power re-
actor to be built at a Commission
installation., The second, an ex-
perimental low temperature proc-

Continued on page 34

BALTIMORE GAS AND ELECTRIC COMPANY

Serving one of America’s great industrial centers

In 1958, when business throughout the
United States was at depressed levels,

the volume

of new gas business con-

tracted for by our industrial and com-
mercial customers was greater than the
record-breaking total of 1957, and the
new electric industrial and commercial
business was second only to the record
total of 1956.

Mid-Maryland, the 2300-square mile

territory served by Baltimore Gas and
Electric Company, comprises a rapidly
expanding industrial, commercial, resi-
dential, and port areq, with Baltimore the
hub. Future growth—population and busi-
ness expansion—is expected to continue
at.a rate appreciably above the national

avefage.

Dividends paid on the Common Stock
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34 (1758)

. Continued from page 33

Status of Atomic Power
And a Look at the Future

ess heat reactor, would also be
built at a Commission site. The
third proposed reactor‘is a boiling
water prototype, which, as an
alternative to construction by the
Commission, will be offered to
private, public or cooperative
power organizations for construc-
tion and ownership by the organ-
jzation in a cooperative arrange-
ment with the AEC. The AEC
proposes, in addition to research
and development - assistance, to
provide {financial assistance to-
ward capital costs not to exceed
50% of the capital cost of the
plant. -

The fourth, a proposed small
power reactor, as an alternative
to Commission construction at an
AEC site, may be built by the
Commission under -an arrange-
ment with a cooperative or pub-
licly-owned organization. The
arrangement proposed would be
similar to those under which the
Piqua, Ohio, Municipal plant, the
Elk River, Mich., REA plant, and
the Nebraska Consumers Public
Power Project are being built,
whereby the AEC would own the
reactor and sell steam to the
cooperative or publicly owned
organization, ;

Provision is made in the pro-
posed legislation both for research
and development assistance for
the HTRDA-Philadelphia Elec-
tric gas-cooled reactor project as
well as funds for the construction
of the pgovernment-owned and
operated gas-cooled reactor based
on a design study authorized by
the Congress and completed last
year by Kaiser Engineers,

To provide research and de-
velopment assistance in support of
unsolicited proposals from the
utility industry, there is proposed
the sum of $5 million. In intro-
ducing the AEC proposed bill in
the U. S. Senate, Joint Commit-
tee Chairman Anderson stated
that “we and some of our col~
leagues on the Committee have
some serious reservations as to
the adequacy of the program,
projects and policies recom-
mended.” Reviewing the program,
he stated that the Joint Commit-

tee will want to consider author- .

izing additional projects, including
one or two experimental proto-
type reactors for construction by
the AEC on their sites, also an
organic-cooled prototype in the
50,000-100,000 Kw electric size, .

With respect to established re- -

actor types, Chairman Ander: :
g o ‘R. E. Ginna,

has said that consideration may
be given to authorizing assistance
for private " construction of one
or two reactors in the 75,000 to

150,000 Kw electric size. *Also, he !

said the Committee may ‘wish to
consider an - additional ~plant of
20,000-60,000 Xw electric for
construction and ownership by
the AEC in cooperation with a
municipal organization or other
public body. .

Conclusion

.The past year can be summa-
rized as one in which our industry
program in nuclear power devel-
opment continued to show vigor-
ous progress and further expan-
sion. The panel report on the four
large scale projects dramatically
points up progress in projects
underway. New undertakings,
such ag the Philadelphia Electric-
HTRDA advanced gas-cooled re-
actor is tangible evidence of
further expansion of the program.
Additional industry projects now
under consideration may be ex-
pected to be undertaken in the
Yyear ahead. Y

The year saw further resolution
of some of the difficult and com-
plex problems involved in draft-

ing long range objectives mu-
tually acceptable to the AEC, and
the Congress. There were re-
peated suggestions of broadening
the forms of government financial
assistance to our industry as well
as growing emphasis on construc-
tion of small scale and prototype
reactors.

However, the importance has
been lost sight of in government
that any nuclear program which
may be adopted must make maxi-
mum use of the cost cutting in-
centives and initiative of industry
as well as ownership of facilities
by industry, if the program is to
succeed in achieving the objec-
tives at minimum cost and within
the nation’s normal business
framework,

These basic Tundamentals have
become obscured because of the
birth and early development of
nuclear power in a cloud of se-
crecy and government monopoly.
This beginning, however, should
not dictate its ultimate develop-
ment. For there is nothing special
about nuclear power that requires
its future development outside the
framework of our free enterprise
type of business system, notwith-
standing the claims of advocates
of public power and government
monopoly who would -have
America believe this.

The sooner there is widespread
recognition of the basic funda-
mentals in the case, the sooner
the nation will reach the objec-
tives it has set for itself.

EDITOR’S NOTE: Members of
the Edison Electric Institute Com-
mittee, on Atomic Power are as
follows: 3
E. L. Lindseth (Chairman), Presi-

dent, The Cleveland Electric

Illuminating Co.

J. K. Busby, President, Pennsyl-
vania Power & Light Co.

W. L, Cisler, President, The De-
troit Edison Co.

W. J. Clapp, President, Florida
_Power Corp.

C. B. Delafield, Vice-President,
Consolidated Edison Co. of New
York, Inc.

E. H. Dixon, President, Middle
South Utilities, Inc.

P. A, Fleger, Chairman of the
Board, Duquesne Light Co.

G. M. Gadsby, Chairman of the
Board, Utah Power & Light Co.

Chairman of the
goard, Rochester Gas & Electric

0.

A. S. King, President, Northern
States Power Co.

J. W. McAfee, President, Union
Electric Co. g

C. B. McManus, Chairman of the
Board, The Southern Co.

1. L. Moore, President, New Eng-
land Electric System.

R. G. Rincliffe, President, Phila-~
delphia Electric Co.

Philip Sporn, President, American
Electric Power Co.

J. B, Thomas, President, Texas
Electric Service Co.

Details of Projects and
Participating Companies
On Facing Page:

See facing page for a descrip-
tion of the various private
nuclear power projects and the
companies participating therein.
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FLECTRIC UTILITY CCMPANY PARTICIFATION IN NUCLEAR PCWER TEVELOPMENT
PIANTS IN OPERATIONW

Estimated Cost
*to Utility’ In
Orpanization  Operetion

Electrical
Capacity of
Plent-Kwe

* €0,000(a)

Opemtc;r of
Reactor

Owner of
Reactor

Nare of Participating

Utility Co & Plant Type of Reactor

Pressurized Water Atomic Energy $25,081,000] b}

Commission

Duquesne

{1) Puquesne Light Co
Light Co

Dec, 1957
Shippingport) i

General 572,000(e} Oct, 1957

Electric Co

General
Electric Co

Boiling Water-Prototype
for Dresden unit

(2) Pacific Ces & Electric Co 5,40

(Vallecitos)

Atomics
International

7,5¢0 Atomic Energy

Coumission

(3) gouthem California Edicon  Sodium Grarhite 1;573,000{c) Jul, 1957
o ¢

(Sante Susana)

Initlal net carecity; ultimate of 100,000 Kw gross expected.’ ’
Includes £20.08 million for the conventionel portion of thé plant end the site,
i and $5 million toward cost of reactor. : : ‘ E B
(c) For turboegenerator portion. i

Notes: (a
b,

EIECTRIC UTILITY COMPANY PARTICIPATION IN NUCLEAR POWER. DEVELOPMENRT
PLANTS UNIER CCKSTRUCTION, IESIGN, OR CONTRACT NEGCTIATIONS

In
Est Cost tc  Uperation
Utility Ore By

Capacity of Flant
Kw Electric-

~£0,000

Name of Organization

and Plant (a) Location

Type of Reactor

Near Joliet, 1960

Illinois .

(4) Commonvealth Edison Co w Boiling Water . $51,000,000
Nuclear Power Group, Ian¢

(Dreeden) .
Pressurized Water 100,000,000
Thorium Converter

Consolidated Edison Co of N ¥

275,000" -
(Indian Point) ;

Tndian Point, NY

(5)
0

Northern States Pover Co = €6,00 .
Central Utilities Atomic
Power Acsociates

(Pathfinder)

' Controlled recirculation
boiling water with in=-
ternal nuclear super=

, heater

* Sioux Falls, 5D - 22,800,000

(n
(O]

‘Pacific Gas & Electric Co i+ 20,000,000

(Humboldt Bay)

Advanced Boiling

Eureke, Calif
Water : :

50,000(s)

PRDC-Detroit Edison Co * Monrce, Mich 78,000,000

Fast Breeder
(Enrico Fermi) ;

100,000

Pressurized Water- Rove, Mees 57,000,000 1960

Stainless Steel Clad
fuel elements

(9)  Yarkee Atorle Electric Co 134,000

(Yankee)

Pressurized Water - " Parr, So Car 28,000,000 1962

pressure tube; heavy
watexr moderated

(10) Carolines Virginia Nuclear
Power Associates
(Parr Shoals)
1963

Florida West 34,898,005

50,000
. Coast Area

(11) East Central Nuclear Group
Florida Vest Coast Nuclear Gp

Gas Cooled, :
Heavy Water Moderated
(12) Philadelphia Electric Co ~ Peach Eottom, Fa . $24,500,000(e) 1963
High Temperature Reactor 7
Developrent Associstes, Inc

High Temperature, 30,000-40,000
Helium Cooled, iz
Graphite Moderated [} :

Water type Sexton, Fa 8,290,000 1961 (est)-

(13) Genersl Purlic Utilitiec

5,000
Corp Bystem (Saxton) w

Hotes: (g) Utility company members of respective groups are shown in Appendix I.
(b) Cuaranteed, 60,000 Kw expecteds '

(c) Construction of plant is on & fixed price contract.

ELECTRIC UTILITY COMPANY PARTICIPATION IN NUCLEAR POWER LEVELOPMENT
PROJECTS IN PLANNING STACES

In
- Operation
By

=14 '€0'8

Est, Cost to
Utility Org

Capacity of Plant

Neme of Organization Type of Reactor Kw Electric Location :

Not yet selected over .200,000 ., ‘ Nev. Englend

200,000

(14) New England Electric System

(15) Pacific Gas & Electric Co " Not yet selected California

ESTIMATE OF EXPENDITURES BY FLECTRIC UTILITY COMPANIES

\

FOR NUCLEAR PCWZR® DEVELORMENT. (a)

1955 and
earlier
L3

195 1957 1959 1960

1958

Expenditures for
Plants (b)

$33, 346,000 § 50,112,600  $105,913,600 & 89,076,500
2,620,000 4,940,000
35,968, 00

75,955,‘600

$10,993,C00
2,041,000

$25,3€1,CC0
Other Exrenditures (c)
Totel by Years
Cumlative

1,592,C¢0 - - L,816,0c0 - 11,047,000

13,434,cc0 26,953,¢(€0 5'1&,928, cco 110, 853,CC0 100,123,€00

13,034,600 39,987, ¢0¢ 130,283,c;o 241,736,650 341,859,000

Notes: (a) Paced on information cbtained frcm the major nuclear power groups and previcus aﬁrveys neds by
R Fdison Electric Institutes ' o i

(b) Estimate cf expenditures by electric utility creanizations for the followirg plants in cperation,
urder constructien or contract, including accompanying research and develcpment work, tut exclusive
of cperat;.ng costs. " o Fig 2 T A

Yankee ‘

Parr Shoals

Humboldt Bey
Enrico Fermi

Dresden
Indign Point
Pathfinder

Sante Susana
Shippingport
Vallecitos

' Includes expenditures Yy individual companies end groups ef ccmranies for nuclear ;owef.stwly,
research, and development. These figures do nct include expenditures asscciated with eny cf the
¥rcjects listed in (b) above. Includes in this category are the follcowing groups: T

-‘Pacific Forthwest Power Co Group
Fennsylvania Fower & Ligkt Co Froject

(up to time ef cancellation)
Ficneer Service & Engineering Grcup
Rocky Mountein-Pacific Nucleaer Research Groun-
Southwest. Atomic Energy Asscciateg .
Texas Atcmic Energy Research Asscelates

Atcmic Fower Development Associates

Atemic Power Ergireering Group

East Central Nucleer Group

Florida Weet Coast Nuclear Group .

High Temperature Reactor. Development Assoclates
Nuclesr Power Group

jgitized for FRASER
tp://fraser.stlouisfed.org/
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Electric Utility Company Participation in Nuclear
Power Development

(Status as of March 15, 1959)
Plants in Operation

(1) The Shippingport Atomic Pawer Station, which is jointly owned by the Atcmic Energy
Commission and the Duquesne Light Company, was constructed as a part of the AEC..Reactor
Developmant Pregram. Westingiicuse Electric Corporation desianed and built the nuclear part of
the station vrder constructicn with the AEC.

_ Construction of -Shippingport was initated in Sepiembar 1954 and completed the latter part
of 1957. On Decc. 23, 1957 a full 60,000 Kw. of electric energy—the station’s expected initial
capacity—was gererated and fed into the Duquesne Light Company system.

The plant was continued in preliminaiy operations until July 1, 1958 when the AEC and the
company concluded that sufficient tests had been conducted to demonstrate that the operating
characteristics of the station were satisfactory for safe extended cperation. Subs2quently, the plant
has been operated for long periods at full desian power, demonstrating its use and relizbility as
a generating unit. Additionally, the plant has besn used for the conduct of a test provram

prescribed by the AEC. Earlw9 a training program on the operation of Shippingport will
e |

begin for reprosentatives of don and foreign oparations.

the D.guesne Light Company provided the siie, the conventional part of the station, and
conirihsfed $5,000,000 tovard the cost of the nuclear part. The company is operating’ the entire
plant, includirg the reacter, ana is purchasing the steam from the AEC at a price substantially
hicher than the cost of steam produced at the. ccmpany’s conventional plants. When the AEC
selected Duyuesre "Light's bid, it estimated that Ducuesne’s participation in the Shippingport
project would reduce the government’s share of the cost by about $30,000,000. Through 1958,
Duguesne has spent $25.0 million for construction of this station.

1 (2) The Vallecitos nuclear reactor plant-in California, a joint project of the General Electric
Company and the Pacific Gas & Electric Company, was started in 1956. It was completed and
began feeding elctricity into the Pacific Gas & Electiic Compzny lines the latter part of 1957.
This pilot piant for the large-scale Dresden nuclear power plant now under construction is the
first ontirely investor-financed nuclear power reactor project to he completed in the world. The
Pacific “3as & Electric ‘Company furnishied the turbo-generator facilities and the General Electric
Corapzny the reactor.

(3) Th2 scdium reactor experiment is a part of the AEC's reactor develonment program, It
was designed, sonstructed and is being operated for the AEC by Atomics International.  The
Sou.h2rn Califernia Edison Company installed dnd is operating the steam electric plant at a cost

to date of §1 573,000 -and is puichasing the Keat cnzrgy developed by the reactor for 45 cents

per million BTU. .

The plant was initially placed in operation in July 1957. Of major impartance in. this pioject
is the company’s endeavor to develop a liquid metal to water steam generator, vital to the
successful gencration of electrical energy from all types of scdium cooled reactors,

Although the outlel sodium temperature of the. reactor system has not been brought up to
the full desicn, temperature as yet, the operation of the steam generator and entire steam elec-
tric plant has ‘been stable and good.

The plart has now been in operation over 2,000 hours and, in addition to withstanding and
giving a cood operating performance under 30 planned and accidental scrams, it has capably
met all othcr experimental requirements of the reactor.

Plants Under Construction, Design oi, Contract Negotiations

(4) The Dresden nuciear power station is a project of Commonwealth Edicor; Company with the
cocperation of Nuclear Power Gioup, Inc. Maior construction on the 180,000 Kw. (electric) dual
cycle hoiling water reactor, lccated 50 miles fiom Chicago, Ili., was started in June “1957. This

. plant, privately financed, is being built by General Electric Company, with Bechtel Corporation as
subceiiractor, for a contract price of $43,000,000. In addition, overhcads and site cosis will be
something cicr $6,000,000. The contract calls for completion by- Dec. 7, 1960. Construction is
proceeding aicad of Schedule and the project is expected to be ready for opcration by the
middle of 1960. - :

(5) The Indian Point nuclear power plant -is. being firanced and constructed by Consolidated
Edison Company of New York, Tnc. Foundation work and erection of the containment sphere is
essentially complete and other major construction work is well under way. The plant is expected
to ke completed by 1961, 5 s

(6) The Pathfinder pioject is a joint undectaking of the Northein States Power Company and
Central Utilities Atomic Power Associates. i 1957 a contract was signed with the AEC for the
rescaich, development and construction of this project vndes the third roind of the Power Demon-
stration Reactor Prouram. The plant will be focated on the Big Sioux River near Sioux. Falls,
South Dakota. It is scheduled to be in operation in 1962, The plant, which will be cwned and
operated by Morthern States Power Company, is expacied to cost a total of approximately $33.1
million inciuding research and development work, The AEC will contribute the equivalent of $10.3
miillion fowerd the cost of this project in the form of rescarch and development work.

(7) The -Faeific Gas & Electric. Company is- undertaking .the development and constructicn of a
60,000 Kw. advanced boiling water reactor at Eurcka, Calif.~ This project, scheduled for criticality
on July 1, 1962, is to he financed entirely with. investor funds, including research and development.
Bechtel Corporation will design and construct the plant on a regular commercial contract basis.
General Electric Company will supply the nuclear and electrical equipment. The total cost of thie
project is ‘ectimated to ke $20,000,000. Detailed design was started in September 1958 and field
constructior s scheduled to start in April 1960

- (8) The Enrico Fermi-plant is sponsored by the Power Reactor Development Company and The
Detroit E Company. Atomic Power Development Associates, Inc. is performing research and
developnent aad furnnishina the reactor design for the project. Major construction - began in
August cf 1956 and is proceeding on schedule toward compietion in late 1960. Cost of this plant
to the utilizy organizaticn conceried is expected to be over $73 million. The AEC is contributing
the equivalent of $4.45 million toward this project, being constructed ds part of the AEC First
Round Fower Demonstration Reactor Program, in the form of research and development work.
4 (9) The Yankae Atemic “Electric -Company is building a 134,000 Kw. (electric) pressurized
water reactcr at Rowe, Mass., using stainless steel clad uranium oxide fuel elements. The building
to howse the tirbo-generator has been erccted, the concrete shieldiag for the reactor has heen
completed anc the 125 ft. vapor container sphere is under erection. Work is well ‘underway in
the monufacturers’ plants on fabrication of the nuclear reactor vessel and componeits and on the
conventicnal gencrating equipnient. The plant is expected to be in operation in 1960. The project,
b2ing underizken as part of the Power Demonstration Reactor Program, is cxpected to cost ahout
$50 million.” Total requirements 10 be financed arc calculated at $37 million, including cost of
the initial ccre, In addition, the AEC is contributing the equivalent of §5 million in the form of
rescarch and development woi toward the cost of this project.

(10) The Carolinas Virginia- Nuclear Power Associates, Inc., formed in 1956, made a proposal
to the LAEL -ip August of 1957° under the thifd round of  the Power Demonstration Reactor
Prcgram for” the Uevelopment and construction of a heavy water moderated and cccled pressure
tube - reactor nuclear “power plant, ‘The prcposal was accepted as the basis for contractual
arrangenieriis by the AEC im May 1958. The -proposed. plant, having a design -capacity of abcut
17,000 K. tnet electrical), is scieduled for' completicn in mid-1962. A sii> of Parr, South Caro-
lifia, -has heen -stlected for its location, The Assdciates, under-the prapased agreement, would pay
estimated canital costs of abgut $22 million. 7The cost of operating: the plant vifl tiring the total
CUNPA expenditure 1c- alout ‘§28° million, “Total cstimated costs to fhe AEC wculd be ahout
$14.6 millicr. . e £ f

(11) In December of 1957 a proposal.was -made-to the AEC by East Central Nuclear Group-
Florida -Wez¢ “Coast RNuclear Group (ECNG-FWCNGY. for the , development and  construction of an
advanced heavy water moderated gas-cooled pressure tube reactor nuclear power plant under the
third round of the' Power Demonstration Reactor Program, Construction of the proposed 50,000
Kw. (electric) reactor, to be located in the Florida West Coast area, would be scheduled for
completion by mid-1963. ‘The proposal was “accepted as the basis for contractual arr

Electric Utility Company Participation in Nuclear Power Development

Names of Electric Ulility Companies Participating in Nuclear Powér
Study, Research, Development Operating and Construction Projects
(Status as.of March 15, 1959)

Projects in Operation

Duquesne Light Co. (Shippingort)
Pacific Gas & Electric Co. (Vallecitos)
Southern California Edison -Co. (Santa Susana)

Projects Under Construction, De-
sign or Contract Negotiations
Commonwealth Edisor Co.
Nuclear Power Group
American Electric Power Service Corp.
Commonwealth Edison Co.
Central Illinois Light Co.
Illinois Power Co.
Kansas City Power & Light Co.
Pacific Gas & Electric Co.
Union Electric Co.
Consolidated Edison Co. of N. Y., Inc.
Northerit States Power Co.
Central Utilities Atomic Power Associates
Central Electric & Gas Co.
Interstate Power Co.
Iowa Power & Light Co.
Towa Southern Utilities Co.
Madison Gas & Electric Co.
Wississippi Valley Public Service Co.
Northern States Power Co.
Northwestern Public Service Co.
Otter Tail Power Co.
St. Joseph Light & Power Co.
Wisconsin Public Service Corp.
Pacific Gas & Electric Co. (Humboldt Bay)
The Detroit Edison Co.
Power Reactor Davelopment Co.
Alabama Power Co.
Central Hudson Gas & Electric Corp.
Cincinnati Gas & Electric Co.
Columbus & Southern Ohio Electric Co.
Consumers  Power Co.
Dclaware_Power & Light Co.
Detioit Edison Co.
Geoigia Power: Co.
Gulf Power Co.
Towa-Illinois Gas & Electric Co.
Long Island Lighting Co.
Mississippi  Power Co.
Philadelphia Electric Co.
Potomac Electric Power Co.
Rochester Gas & Electric Corp.
Toledo Edison Co.
Wisconsin Electric Power Co.

‘Projects in Planning Stages

New England Electric System
Pacific Gas & Electric Co. .

Study, Research & Development
Groups

Atomic Power Development Associates
Alabama Power Co.
Baltimore Gas & Electric Co,
Central Hudson Gas & Electric Corp.
Cincinnati Gas & Electric Co.
Cleveland Electric Illuminating Co.
Connecticut Light & Power Co.
Consolidated Edison Co. of N. Y., Inc.
Consumers Power Co.
Delaware Power & Light Co.
Detroit Edison Co.
General Public Utilities Corp.
Georgia Power Co,
Gulf Power Co.
Havtford Electric Light Co.
Indianapolis Power & Light Co.
Jersey Central Power & Light Co.
Long Island Lighting Co.
Metropolitan Edison Co.
Mississippi Power Co.
New Jersey Power & Light Co.
New York State Electric & Gas Corp.
Niagara Mohawk Pcwer Corp.
Pennsylvania Electric Co.
Philadelphia Electric Co.
Potomac Electric Power Co.
Public Service Electric & Gas Co.
Rochester Gas & Electric Corp.
Toledo Edison Co.
Wisconsin Electric Power Co.
Wisconsin Power & Light Co.
Atomic Power- Engineering Group
Central Illinois Public Service Corp.
Central Louisiana Electric Co.
Central Power & Light Co.
Interstate Power Co.
Towa-lilinois Gas & Electric Co.
Kentucky Utilities Ce.
Lake Superior District Power Co.
Northern Indiana Public Service Co.
Public Service Co. of Indiana, Inc.
Public Service Co. of Oklahoma
Southwestern Electric Power Co.
West Texas Utilities Co.
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East Central Nuclear Group (se¢ item 11)
Minnesota Nuclear Operations Grbup
Minnesota Power & Light Co.
Northern States Pcwer Co.
Nuclear Power Group (ses item 4)
Pacific Northwest Power Co. Group
Mentana Power Co.
Pacific Power & Light Co.
Portland General Electric Co.
Washington Water Powar Co.

Puget Sound Utilities Council
Puget Sound Power & Light Co.

Rocky M¢t.-Pacific Nuclear Research Group
Arizona Public Service Co.
California Electric Power Co.
Pacific Pawer & Light Co.
Portland General Electric Co.
Public Service Co. of Coloradc

- Public_Service Co. of New Mexico
Utah Power & Light Co.
Washingtcn Water Power Co.

San Diego Gas & Electric Co.

Southwest Atamic Energy Associates
Arkansas Power & Light Co.
Arkansas-Missouri Power Co.
Central Louisiana_Electric Co.
Empire District Electric Co,

- Gulf States Utilities Co.

. Kansas Gas & Electric Co.
Kansas Power & Light Cc.
Lovisiana Power & Light Co.
Mississippi Power & Light Co.
Missouri Public Service Co.
New Orleans Public Service, Inc.
Oklahoma Gas- & Electric Co.
Public Service Co. of Oklahoma
Southwestern Electric Power Co.
Western Light & Telephone Co.

Texas Atomic Energy Research Foundation
Central Power. & Light Co.
Community Public Service Co.
Dallas Powar & Light Co.

El Paso Electric Co.

Gulf States Utilities Co.
Houston Lighting & Power Co.
Southwestern Electric Power Co.
Southwestern Public Service Co.
Texas Electric Service Co.
Texas Power. & Light Co.

West Texas Utilities Co.

“The study arrangement that San Diego .Gas &
Electric Co. has with General Atomic Division of
General Dynamics Corp. will be discontinued €
the HTRDA project, of which San Diego Gas &
Electric Co. is a mambar, obtains Congressional
and. AEC approval.

Yankee Atomic Electric Co.
Boston Edison Co.
Cambridge Electric Light Co.
Central Maine Power Co.
Central Vermont Public Service Corp.
Connecticut Light & Power Co.
Hartford Electric Light Co.
Montaup Electric Co.
New Bedford Gas & Edison Light Co.
New England Power Co.
Public Serviee Co, of New Hampshire
Western Massachusetts Electric Co.

Carolinas Virginia Nuclear Power Associates
Carolina Power & Light Co.
Duke Power Co. * e ;
South Carolina Electric' & Gas Co.
Virginia Electric & Power Ce.

East Central Nuclear Group

Florida West Coast Nuclear Group
Appalachian Power Co.
Cleveland Electric Illuminating Co.
Columbus & Southern Ohio Electric Co.
Dayton Power & Light Co.
Indiana & Michigan Electric Co.
Indianapolis Power & Light Cc.
Louisville Gas & Electric Co.
Monongahela Power Co.
Ohie Edison Co.
Ohio Power Co.
Pennsylvania Power " Co.
Potomac Efison Co.
Southernn Indiana Gas & Electric Co.
West Penn Power Co.
Florida Power Corp.
Tampa Elestric Co.

Philadelphia Electric Co.

High Temperature Reactor Devel. Associates, Inc.
Alahama Power Co. i
Arizona Public Service Co.

Arkansas Power & Light Ce.

Atlantic City Eiectric Co.

‘ Baltimore Gas & Electric Co.
California Electric Powei Co.
Central  Illinois Electric. & Gas Co.
Central lifinois Light Co.

Central Illinois Public Service Co.
Central Louisiana Electric Co., Inc.

Cengral Power & Light Co,

Cincinnati Gas & Electric Co.

by
the AEC 'in. February 1958, subject to enactment of the necessary authorization and appropriation
legislation. -On being so advised, ECNG-FWCNG determined to initiate the research and develop-
ment. immediztely, with the understanding. that it was doing so at its own risk pending considera-
tion of the fegisiation .and negotiation of a- contract with AEC. The necessary legislation was
adopted in August 1958. Negotiations covering the contract between ECNG-FWCNG and AEC are
in the final stages. .The research and development program has gone forward steadily since
February 1958 and approximately $670,000 had- been spent as of Feb. 15, 1959.

12) Jn Wovember 1958 a proposal was made in response to an invitation from the AEC by
Philadelnhia Electric Company in cooperation with the newly organized ron-profit High Temperature
Reactor Deveicpment Associates, Inc. to design, coiistruct and operate a prototype high temperature
helium-cooled,. craphite .maderated nuclear. power plant. The proposal calis for cperation of a
30,000-40,000 Kw. (eiectric) nuclear plant on the Philadelphia Electric Company system in 1963.
Construction of the plant is on a fixed price contract basis for $24.5 million, The preposal
provides for the AEC to contribute up to a maximum of $14.5 million in aid of research and

- development, At present the propesal is undei consideration by the AEC.

(13) The General Public Utilities Corporation System has proposed the installation of a small
5 [Mwa develcrmental water-type reacter at the Saxton, Pa. generating station of its subsidiary,
Pennsylvania .Electric Company. The reactor will be connected to existing generating equipment
and will be used for conducting a researh and development program with primary emphasis on
achievement of cost reduction and increased efficiency in the use ‘of nuclear fuel. One of the
primary objectives of the pragram will be to obtzin information for the design of a nuclear
superheater.

The project will be a cooperative effort involving tne GPU System, Wastinghouse Electric
Corporahon, and Gilbert Assaciates, Inc. Westinghouse will supply the reactor end asscciated
equipment 10 the GPU System for a fixed pricc of $6,250,600. The GPU Svstem will supply the
plant site, make the existing turhine available and bear the net operating and maintenance and
insuwance costs, estimated at approximately $2,000,000. Westinghouse will .be responsible for the
nuclear fuel requivements of the project for the fust period of five years of cperation, including
fabrication and processing costs.

Projects in Planning Stages

(14) The liew England Electric System reports that it is its intention to build a large nuclear
power plant sometime in the mid ‘60s. The exact size of the plant will depend upon the load
growth of the next several years. The unit, however, will be over 200 Mw, The selection of the
reactor type will. probably be made by the end of 1961.

i (15) Pacific Gas & Eléctric Co. reports that it is continuing to study manufacturers’ proposals
t for a large-scate reactor and that efforts will continue to be given to the project until a
i satisfactory conclusion is reached. The utility is hopeful that a decision o1 the matter can be
xi made in the neft few months. At present negotiations are underway for a suitable plant site.
i
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d Electric Illuminating Co.
Delawaie Power & Light Co.
Detroit Edison Co.

Gulf Power Co.

Gulf States Utilities Co.
Hawaiian Electric Co., Ltd.
Idaho Power Co.

Illizois Power Co.

lowa Public Service Co.

Kansas City Power & Light Ce.
Kansas Power & Light Co.

Growing
with a

Kentucky Utilities Co. I

Louisiana Power & Light Co.
Mississippi Power Co.

Mississippi Power & Light Co.
Missouri Public Service Co.
Montana Power Co.

New Orleans Public Service, Inc.
New York State Electric & Gas Corp.
Niagara Mohawk- Power Corp.
Pacific Gas & Electric Co.
Pacific Power & Light Co.
Pennsylvania Power & Light Ce.
Philadelphia Electric Co.
Portland General Electric Co.
Public Service Co. of Colorado
Public Service Co. of New Mexico
Public Service Co. of Oklzhoma
Public Service Electric & Gas Co.
Puget Sound Power & Light Co.
Rochester Gas & Electric Corp.
St. Joseph Light & Power Co.
San Diego Gas & Electric Co.
Sierra Pacific Power_Co.
Southern California Edison Co.
Southwestern Electric Power Co.
United Illuminating Co.

Utah Power & Light Co.
Washington Water Power Co.
West Texas Utilities Co.

General Public Utilities Corp. System

Growing
State=

Customers Served
Operating Revenues

Utility Plant (original cost)
Kilowatt-hour Sales
System Capability

1958
367,357

$81,417,702
$446,525,032
4,366,197,737 KWH 2,172,243,000 KWH 2,193,954,737 KWH
1,130,000 KW
PUBLIC SERVICE COMPANY OF INDIANA, INC., Plainfield, Indiana

The Company's 1958 Annual Report Will Gladly Be Sent Upon Request

Cood, Low-Cot Edectric Sowico
to- Moro thar 700 Communities
i 09 Countios in Indiona :

1949
284,459
$40,298,779
$148,424,231

INCREASE
82,898
$41,118,923
$298,100,801

381,674 KW 748,326 KW
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Continued from page 24

Electric Utility Pricing
Policies for Tomorrow

Medallion Home Program, there
remains the sales task of improv-
ing the kilowatt-hour use of 37
million existing homes.

Experience tells us that no mat-
fer what the level of rate is, sales
results are obtained only as con-
fact is made with the ultimate
customer, The old saying is still
irue that “shoe leather has to be
worn out and doorbells have to be
rung” if the industry is to make
the sales necessary to achieve
maximum utilization of the in-
vested dollar, Someone has to ask
for the order.

The major conclusions to be
drawn from our study as a guide
io rate making for the future, may
be summed up thus:

(1) Investment to serve the cus-
tomer is increasing on a kilowatt
and a customer basis. When we
fake into account the factors of
depreciation, insurance and taxes
which must go with the direct
capital costs, it is evident that the
rate structure will have to recog-
nize higher charges on higher
fixed investment and, at the same
time, be further simplified and
made more promotional to permit
ihe sale of service in volume.

(2) The general increase in
operating expenses per customer
necessitates a re-examination of
front-end charges of the rate
etructure, including initial charges
and minimums, together with a
reappraisal of pricing policies as
10 how far kilowatt and customer
charges, which go on regardless of
the use of the service, should be
spread over the energy charges.

(3) The past economies obtained
through the use of larger, more
efficient units which, in spite of
consfantly rising fuel prices, have
resulted in the ability to hold the
cost ol fuel per kilowstf-hour at
existing levels, will need to be re-
inforced with the added protec-~
tion of provisions for fuel-price
adjustments. It is generally agreed
that {echnological improvements
remaining in the future may not
be able to always offset the in-
creasing price of fuel.

(4) Sales promotion expendi-
tures may have to be increased if
we are to obtain the maximum
customer utilization of and satis-
faction with the volume of service
hie will be receiving. Informed and
satisfied customers are a bulwark
to investment protection.

(5) The annual -operating costs
for all-electric utility service in
the all-electric home will require
considerable customer education.
Tq achieve this standard of elec-
trie living, utility c ompanies

should be prepared to offer to cus-
tomers monthly budget-payment-
for-service plans, the same as the
customer has available for every
other participation that he makes
in the American standard of
living.

(8) Research on load utilization
and analyses of operations, both
on a continuing basis, are no
longer a luxury to be enjoyed
only by large companies. Today
the question is not whether to en-
gage in such work but, rather,
how to conduct research activity
for maximum usefulness in sup-
plying management with more
precige information as an aid to
the determinations of company
policies and actions.

Regulation

If the forecasts that we have
heard at this meceting are to be
met and companies are to receive
fair profits, it will be necessary to
take a new look at regulatory
policies. The changes to come will
have to be evolutionary, perhaps
sometimes on an experimental
basis. Regulators may well be
asked to accept proposals resting
on good business judgment and
economic principles which may
not be susceptible of precise cost
accounting proof, at least by con-
ventional methods.

It has been aptly stated that the
private utility industry is exposed
to all of the economic forces that
affect other businesses, and, in ad-
dition, the utility business has the
added risk of the complexities and
political implications of regula-
tion,

I believe that much can be done
to improve the utility companies’
regulatory relations. We should
seek to broaden regulatory con-
tacts and inquiries beyond the ac-
counting control level, We should
better inform regulators as to the
investment and policy problems
that confront companies if cus-
tomers are to have adequate serv-
ice under our profit system.

In the recent U. S. Supreme
Court decision in the Memphis
case, the Court took a realistic
look at the regulatory problems
confronting natural gas companies.
The principles set forth by Mr.
Justice Harlan, who delivered the
opinion of the Court, are equally
applicable to the operations of
electric utility companies  that
come before regulators for review:

“.". . Business reality demands
that natural gas companies should
not be precluded by law from in-
creasing the prices of their prod-
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uct whenever that is the econom-
ically necessary means of keeping
the intake and outgo of their
revenues in proper balance; other-
wise procurement of the vast sums
necessary for the maintenance and
expansion of their systems
through equity and debt financing
would become most difficult, if
not impossible ., .”

Greater Utilization of Fair
Value Rate Base

In taking a realistic look at the
inflationary conditions of the eco-
nomic world in which we live to-
day and which will probably con-
tinue into the indefinite future, it
is axiomatic that regulation must
give weight to a utility company’s
demonstration of a fair value rate
base if the utility’s rates are to be
“just and reasonable.” “Just and
reasonable,” undey inflationary
conditions, does not mean slavish
adherence to the use of histori-
cally recorded costs as the sole cri-
terion of value for rate-base pur-
poses. Nor does it mean sciting a
rate of return a fraction of a point
above “bare bones” cost of money.

It has been stated quite fre-
quently that the fair value con-
cept “died” with the Hope decision
of the U. S. Supreme. Court in
1944, Nothing could be further
from. the truth. The Hope decision
came in the Federal regulatory
area at a time when the general
price level was not only steady
for a long time but far below the
inflationary levels that we have
today. We must not overlook the
fact that today, at state levels, the
provisions of state laws are still
controlling.

The Montana Supreme Court, in
a recent decision, puts it very suc-
cinctly:

“The Hope case is not binding
upon the Public Service Commis-
sion of Montana. Its action must
square with the Montana statutes
and the decisions of this Court.”
(March 19, 1957, 18 PUR 3d 292)

Other courts have upheld this
principle,

We have taken a “new look” at
what the legislative rights are in
the various states. Among the
states, including the  District of
Columbia, the laws in only one of
those states (Maine) today specif-
ically prohibit adequate demon-
stration of the fair value principle.

A study of existing legislation
indicates that directives as to
value range all the way from
“, . . shall consider evidence of
present value .. through
“ . .. may consider evidence of
present value . . .” to such state-
ments as “ ., shall consider every
fact which in its judgment may or
does have any bearing on such
value, . ..”

It is clear that in those jurisdic-
tions which have such laws but
where the commissions still use
original cost - depreciated as the

sole measure of the rate base, such
action continues simply because
the utilities have been unable to
effectively enforce their statutory
rights. ’

Some contend ‘that the utility
industry will “do all right” under
original cost regulation because
so much plant will have been in-
stalled in a period of rising prices.

About one-half of our present-~
day electric plant dollar invest-
ment was installed prior to 1950,
By then, prices had already risen
substantially from levels existing
at the end of World War II. Since
1950, electric plant construction
costs, on an index base, have in-
creased over 50%. From this trend
it is evident that only in the case
of a static new enterprise, built
wholly within the proximity of
present price levels, can it be said,
that original cost and present fair
value are reasonably comparable,
Furthermore, looking down the
road, this will only stay true if we
have no further price inflation.
The conclusion is inescapable —
that spending money at continuing
inflationary price levels does not
inject fair value into the rate base
for all the dollars previously com-
mitted at lower price. ievels.

Somewhere in the original cost
depreciated rate-reguiation proc-
ess, a large portion of prior invest-
ment has been. “plowed under”
when it comes to producing “real”
earnings.

As inflationary developments
continue to push prices on up-
ward, a number of decisions this
past year have partially come to
grips with the facts of present-day
economic conditions. In a number
of these situations companies had
to take their cases to the higher
state courts. It is at this level that
we have had some reaffirmation
of the fact that an objective look
can be taken at the economic as
well as legal facts of the utility
business,

Recognition of Inflation

Some commissions are begin-
ning to recognize present-day in-
{lationary conditions by utilization
of what I call the “forward rate-
base approach.” This is a wilking-
ness to look beyond the test year.
It is an effort on the part of the
commission to accord the utility
some element of fair value deter-
mination which the commission
knows the economic realities of
present-day inflationary condi-
tions warrant.

Uuadeniably, forward rate base
does give immediately needed
revenues, It utilizes the dollars of
current or projected plant addi-
tions for this purpose. However,
it must be recognized that such
a determination does not develop
a single dollar of fair value. for
all plant dollars that have been
committed” to the enterprise at
lower than current price levels.
The Iowa Supreme Court, in the
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now famous Fort Dodge rate case,
stated the case for fair value very
well: .

“The’  arguments against fair
value are-all ones of expediency,
not ones of justice or fundamental
fair treatment: . .. - He

“The fixing of just and reason=-
able rates must function in a
world of change, and must con-
stantly readapt itself to the effect
of those changes. . .

“. . . The fact that the problem
of valuation for rate making is
difficult, however, and the answer
not generally subject to precise
determindtion, does not make the
proflem unsolvable, . . .”

Depreciation Policy

Looking to the future, deprecia-
tion accruals will require a’ re-
examination of method and a re-
appraisal of policy. As price levels
continue upward, the electric in-
dustry is faced with some rather
simple faets with respect to the
adequacy of these accruals. When
utility service is rendered to cus-
tomers, property employed in that
service - is being used up. The
charges now included in the utility
price structure are recovering only
the number of dollars originally
invested. As inflation continues
and the costs of plant construction
increase, " 'the dollars recovered
through present. pricing methods -
are constantly smaller and smaller
dollars in terms of capacity and
services that can be bought. The
steel people, the automobile.peo~
ple, in fact, all those with heavy
long-term investments, are sub-
ject to this same relentless effect
of inflation. However, these non-
regulated industries are able to
keep pace with the changing eco-
nomic conditions by the ability to
change  prices quickly. These in-
dustries provide for themselves in
their price structures an adequate
margin with which to keep their
property whole. Since the eco~
nomic facts facing the utilities are
1o different than those facing non-
regulated business, utility pricing
and regulatory policy could well
contemplate . the same protection
of -a wider earnings margin.

It is'no answer to say that the
accounting, tfax and regulatory
problems that would be created by
current cost depreciation. are “dif-
ficult ‘or impossible of solution.”
Obviously, if utilities were to in-
erease depreciation accruals and
still be regulated under the orig-
inal cost depreciated concept, the
result ‘would be even further
reduction in rate base. This is all
the mere reason why the fair
t\:"éxlue principle should be adhered

The first private electric utility
to give recognition to fair value
depreciation was Iowa-Illinois Gas
& Electric - Company: Following
the dictum . of the -Iowa - State

. Supreme Court in the Fort Dodge

decision, it began booking  fair
tepigeiation in June of 1958,
i economically sound step
for:rate - making -and - ac+
nterest to note that one
ountry’s” large municipal
ns "ig ‘ currently ' accruing .
ation ‘on a fair -value basis.
cramento Municipal Utility
; in_its Annual Report for
ates: - : :

1 1957 the District adopted

. . the prin-

providing ‘depreciation

on the fair value of its
propeity. In periods of substantial
inflation or deflation, because of
changes in the purchasing power
of the dollar, depreciation based
on:cost is not'a fair ‘measure of
the property consumed in opera=
tions. This principle of accounting,
sometimes referred to as ‘price
level depreciation,’ recognizes that
a-utility <hould collect in revenues
an amount to cover the fair value
of its property consumed in opera-

" tions if:the’ real ‘capital ‘dedicated
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to tbe, business.is -to:be. main-
tained.” =

-~ .Organizing for’ the" Pricing ~ ~ -

Job Ahead -~
When full and adeduate consid-

eration  is' given to -some of the

items -‘we have covered, it is evi-
dent that the determination of
pricing policies for tomorrow is
one of the most important matters
that will confront utility company
managements. g

Primary responsibility, of
course, rests in the hands of the
chief executive. But practical
operation demands -that -this -re-
sponsibility should, in our opinion,
be delegated to a staff organiza-

tion responsible ‘to the chief

policy-making executive. -
-.The responsibilities 1o be -dele-
gated are: '

(1) To develop the rate struc-
ture that will produce, on a’con-
tinuing basis, the growing revenue
requirements of the company.

(2) "To administer the rate
structure in such a manner that
the regulatory standards control-
ling the utility will be adequately
met and good business -relations
with customers will be maintained.

(3) To .represent the -company
before regulatory-commissions and

similar groups ‘on all ‘matters of

rate . interest.

(4) To conduct research on
loads and analyze operations so
that more precise information will
be available for policy decisions
rather than generalized opinions.

(3) To keep the management
group, of which rate and economic
research should be an .integral
part, well informed on rate regu-
latory and economic matters at the
local, state and nationsl levels.

_ The utilily business, ‘as to its
own operation and in its public
contacts, is becoming vast and
complex. No longer is it feasible
for the chief executive officer to
be his “own rate man” as many of

you gentlemen have done in the’

past. The time is ripe for a con-
structive appraisal of your organi-
zational set-up for the job ahead.

Much progress has been made in
many companies. Much more re-
mains to he done if the electric
utilities are to handle prudently
and price adequately the tremen-
dous service demands of custom-
ers, and at the same time make a
fair profit for investors.

Chicago Investm’t Analysts
To Hear R. P. Briggs

CHICAGO, Ill. — The Invest-

ment Analysts Society of Chicago
wil] have as guest speaker at their
luncheon today at the Midland
Hotel R. P. Briggs, Executive
Vice-President of Consumers
Power.Company, Mr, Briggs will
speak on the current operations
and future outlook for his com-
pany .and the industry. Before
joining Consumers Power Mr.
Briggs was Professor of Account-
ing and Vice-President of the
University of Michigan.

Lee Higginson Office -

PROVIDENCE, R. I.—Lee Hig-
ginson Corporation has opened an
office at 10 Dorrance Street under
the direction of Nathaniel R.
Tingley and Frank D. Livingston.

L. A. Caunter Branch

LISBON, Ohio—L.: A.. Caunter
& Co. has opened a branch office
at 124 West' Lincoln. Way under
tt}lle management of James J. Mur-
phy. '

Scott Planning Branch

Scott Planning Company has
opened a branch  office at 509
Fifth Avenue, New York City,
under the direction of Bernard L.
Sorkin,

- Irving Amsel Opens

BROOKLYN, N. Y.—Irving
Amsel is engaging in a securities
business from offices at 1989 East
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Ganadian Capital Spending Plans for 1959
Survey by the Bank ‘of Montreal of -the capital expenditures
planned for 1959 by some 16, 5 E

__ernmental bodies shows no significant over-all change but

it does reveal definite compositional changes. g

000 Canadian firms and gov-

The following table in the. Bank of Montreal’s Business Review
of March 25, 1959, clearly indicates this year’s expected changes
in the make-up of capital investment in 1959 versus 1958. The
survey is based on the reported spending plans cf 16,000 firms and
governmental ‘bodies, Noteworthy is the cutback in construction
outlays with purchases of machinery and equipment only fraction-
ally lower, and the shift from “business” outlays to capital spend-

ing by public bodies:

CAPITAL EXPENDITURE IN CANADA
(Millions of Dollars)

1957
1,246
1,479
2,308

690
1,430
454
1,110

Primary Industries (a)..-
Manufacturing

Utilities (b)

Commercial Services (¢).--
Housing.

Institutions (d)
Government Departments

Outlays
in

Plans %
for Change
1959

1959/568
1,001 + 04
1,043

— 36
1,844 136
799

+153
1,728

— 3.0
550 +12.2
1,456

Oqtlays
in
1958
997
1,082
2,135
693
1,781
490
1,239

8,717

5,784
2,033

Comprising:
New Construction.
New Mach. and Equipment

194
8,321

5,866
2,455

8,417 — 1.1

5,955
2,462

— 1.5
— 03

(a) Includes: agrienlture; forestry; fishing; mining and petroleum develop-

(b) Inelndes: power; transporiation;
municipal waterworks.

ment; and the construction industry.

warehousing; communications; and

(¢)-Includes: wholesale and retail trade; finance, insurance and real estate;

and other commercial services.

(d) Includes: schoels and universities;
and welfare institutions,

Purchasing Kgénls Repﬁising

hospitals; churches; and other social

Capital Expenditure Plans

Recent survey shows generally improved business continues—

characterized -by order-hungry

capital goods industries and

busy basic metal producers. Concern is expressed about pos-
sible let-down in buying in third quarter and current upward
change in commodity prices.

Over-all business continues to
improve, according to the com-
posite opinion of purchasing agents
who comprise the N. A. P. A. Busi-
ness Survey Committee, whose
Chairman is Chester T. Ogden,
Vice-President, The Detroit Edi-
son Company, Dctroit, Michigan.
However, the saw-toothed business
pattern still prevails, with basic
metal producers about to set rec-
ords and finding it difficult to
meet all demands. On the other
hand, capital goods industries are
urgently seeking orders. The Na-
tional Association of Purchasing
Agents’ Committee adds that there
is general agreement that im-
provement will continue during
the second quarter. Buf, with or
without a steel strike, there is
much concern about the effect the

current buying spree will have on

business in the third quarter.

The summary of new orders
again is reassuring, with 48% of
the members reporting increases,
449 listing no change, and but
8% showing decreases. Production
figures have improved again over
February, with 47% achieving
more output, 46% unchanged and
7% having decreases.

Commodity prices are again re-
ported as moving upward. This
has led many of our members to
express concern about the present
inflationary tendencies and - to
comment that this will further
weaken, our position against the
influx of foreign products on our
markets. ) ;
- Strike threats, increased pro-
duction, and higher prices have
all combined to cause Purchasing
Executives to increase their in-
ventories. Coupled with this is a
willingness to extend again a little
farther into the future on con-
tracts for production and MRO
materials.

While employment is slightly
better than a month ago, there re-
mains_a substantial pool of avail-
able man power of both experi-
enced and inexperienced people.

Our special question for March
asked if 1959 capital expenditures
for our members’ companies were

going to be more, the same, or less
than in 1958. Surprisingly, 44%
said that they were going to spend
mcre this year, 30% the same, and
26% less. This certainly is an in-
dication of confidence in the long-
range future.

Commodity Prices

Again led by ferrous and non-
ferrous metals, prices continue to
trend upward. Concern by pur-

chasers over possible: strikes in
steel, copper and rubber will

;- probably sustain demand and re-

sulting price ‘patterns at currently
high levels through the second

. quarter. This is supported by the

fact ‘that 39% of those reporting
list higher prices, compared with
31% a month ago. Only 2% of our
members mention Iower prices.

Inventories

" Further shortening’ of strike

- deadlines has increased the num-

ber of those showing higher in-
ventory positions. Duplicating last
month’s trend, 43% of our mem-
bers chart invenfjory increases,
with 34% so reporting in Febru-
ary, and only 16% showing re-
ductions this monih. The number
of those with unchanged inven-
tory is 41%. Beyond the strike
threats, purchasing executives say
that better production, price ad-
vances and . seasonal depletions
are the reasons for their additions.

Tand to

March; Mouth
6

Production Materials

MRO Supplies 21

Capital Expenditures 12
February:

Production Materials 3

MRO Supplies....... 21

Capital Expenditures 15

Specific Commodity Chavnges

Similar to last month, certain
steel and copper items are re-
ported in short supply.

On the up side are: Brass, cop-
per, steel, silver, platinum, lum-
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v VI;Jmployme.nt

There are 29% of our reporters
who indicate more employment in
March, essentially the same as
lJast month. While construction
work is reported opening up in
many areas and there is greatew
employment in basic metals and
automobiles, this is offset in totals
by the continuing emphasis on
cost reductions and increasing
automation. Those listing lesg
employment total 10%, agains$
15% in February. Members’ com-~
ments reflect that further in-
creased employment will be cov-
ercd in the recall of laid-off
workers—making it difficult fox
newcomer additions te pay rolls.

Buying Policy
As reported last month, the per-
centages continue to show an ex-
tension of coverage on production
materials.

Per Cent ]l:;portlng—- m—
60 90 6 Mos. to
Days Days 1 Year
9 24 12
49 20 7 3
6 16 24 42 -

26 29 58 4
48 20 3 3
3 12 27 43

ber, textiles, methanol and some
electrical equipment.

On the down . side are: Lead,
steel scrap and sugar.

In short supply are: Steel sheets,
steel piling and helium,

paa
30

Days
29

Keenan & Clarey Add

(Special to Tiur FINANCIAL CHHRONICLE)
MINNEAPOLIS, Minn.— Rich-
ard J. Grant has been added to the
staff of Keenan & Clarey, Inc.,
Pillsbury Building.

Paine, Webber Adds
(Special to_Tlm'FmAN('mL CHRONICLE)
SAN DIEGO, Calif. — Richard
‘W. Bourne is with Paine, Webber,
Jackson & Curtis, Orpheum The-
atre Building. :

With E. E. Henkle
(8Special to Tie FINANCIAL CHRONICLE)
LINCOLN, Neb. — Marvin D.
Nelson has become connected with
E. E. Henkle Investment Co., Fed-
eral Securities Building.

With S. Romanoff

(Special to Tae FINANCIAL CORONICLL)
SPRINGFIELD, Mass.—Bernice
M. Delaney has become affiliated
with S. Romanoff & Co. She was
formerly with H. L. Robbins &
Co., Inc, .

Joins Copley Staff
{Special to Tar FiNANCIAL CIRONICLE)
DENVER, Colo. — Roger R.
Fleck has joined the staff of Cop-~
ley and Company, 818 Seventeenth
Street.

Joins Harris Upham
MINNEAPOLIS, Minn. — Jevne
D. Baskin has joined the staif of
Harris, Upham & Co., Northwest
Bank Building. -

,profits,

Today, the nation’s playaround is puyground for
a growing parade of new businesses. Climate is the
clue—a living climate that makes for happy people
and a business climate that makes for healthy

Tlorida is growing faster than any other large
¢tate in the country. It offers bulging markets, a

FLORIDA POWER & LIGHT COMPANY

history of FP&L.

MIAMI, FLORIDA

This advertisement is part of our continuing program . .. “Helping Build Elorida"

rich reservoir of manpower, friendly governments,
lower costs, superh transportation facilities . . .
and dependable electric power guaranteed by the .
areatest ‘expansion of generaling capacity in the  «

In every sense, a Florida fulure makes &
for your business, too!
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The Challenge of Soviet Power

more than double the comparabl_e

Soviet expenditure. Yet this is
largely accounted for by our mas-
sive highway building program
which has been running 15 to 20
times the USSR spending, whereas
their annual investment in rail-
road rolling stock and fixed assets
substantially exceeds ours.

- At the moment, they do not feel
much incentive in the road build-
ing field. They have no interest
in having their people {ravel
around on a massive scale, Also
this would put pressure on' the
Kremlin to give the people more
automobiles.

Commercial investment, which
includes stores, shopping centers,
drive-in movies and office build-~
ings, has been absorbing over $6
billion a year in the U. S., and
only $2 billion in the USSR.

Our housing investment is
roughly twice that of the Soviet
even though living space per cap-
ita in the U. 8. is already four
times that of the USSR. g

What of the future? In Khrush-
chev’s words, “The Soviet Union
intends to. outstrip the United
States economically . . . To sur-
pass the level of production in
the United States means to exceed
the highest indexes of capitalism.”

Objectives of Seven-Year Plan

Khrushchev’s ambitious seven
year plan establishes the formid-
able task of increasing industrial
production about 80% by 1965.

Steel production, according to
the plan, is to be pushed close to
100 million net tons. Cement out-
put is set at a level> somewhat
higher than industry  forecasts
%%ce United States production in

5. : ]

The energy base is to be revo-
lutionized.. Crude oil and natural
gas will constitute more than one-
half of the total energy supply,
and relatively high cost coal will
be far less important than now,

+ By 1965, the USSR plang to pro-
duce about. 480 billion kilowatt
hours of electricity. As a study
comparing U, S, and USSR elec~
tric power. production prepared
by a leading industrial research
group pointed out, this means that
the absolute gap between the U. S.
and USSR in the quantities of
electricity generated will increase
somewhat in our favor over the
next seven years. .

‘This interesting study received
a considerable amount of deserved
publicity. We agree with its con-
clusion. However, what is true
.about electric power is not true
across the board, as some com-
mentators concluded.

' For example, compare primary
energy production trends in the
two countries. Soviet production
of coal, petroleum, natural gas
and hydro-electric - power, ex-
pressed in standard ‘fuel units,
amounted to 45% of the U. S.
production in 1958. By 1965 it
will be close to 60%. . The abso-
lute gap in primary energy has
been closing since 1950. At the
present pace, it will continue to
harrow over the next seven years,
* " Similarly, the absolute gap in
steel production has been shrink-
ing over the past five years. The
maximum gap in steel capacity
apparently was reached in 1958,

The comforting illusion spread
by the “disciples of the absolute
gap” should not serve as a false
tranquilizer. .

, At the same time, it is impor-
fant not to exaggerate Soviet
prospects in the economic race. In
the propaganda surrounding fthe
Jaunching of the Seven Year Plan,
Khrushchev made a number of
statements about Soviet economic
power ‘which were nothing more
‘than wishful thinking. Specifi-
cally he stated that, “after the
completion of the Seven Year
Plan, we will probably need about
five more years to. catch up with
.and outstrip the United States in

industrial output.”” “Thus,” he
added, “by that time (1970), or
perhaps even sooner, the Soviet
Union will advance to first place
in the world Loth in absolute vol-
ume of production and in per cap-
ita production.”

First of all, to reach such im-
probable conclusions, the Kremlin
leaders overstate the present com-
parative position. They claim
USSR industrial output to be 50%
of that of the U. S. Our own an-
alyses of Soviet industrial output
last year concluded that it was
not more than 40% of our own.

Secondly, Khrushchev forecasts
that our future industrial growth
will be only 2% a year. If this is
true, the United States will be
virtually = committing - economic
suicide, This prediction I regard
as unrealistic,

A saner projection would place
1965 Soviet industrial production
at about 55% of our own, By 1970,
assuming the same relative rates
of growth, USSR industrial out-
put, as a whole, would be about
60'% of that in the United States.

Further, when Khrushchev
promises his people the world’s
highest standard of living by 1970,
this is patently nonsense. It is
as though the shrimp had learned
to whistle, to use one of his color-
ful comments.

These Soviet exaggerations are
a standard tool of Communist
propaganda., Such propaganda,
however, should not blind us to
the sobering implications of their
expected economic progress.

IMirst of all, rapid economic
growth will provide the Kremlin
leaders with additional resources
with which to intensify the arms
race. If recent trends and present
Soviet policies continue, - Soviet
military spending could increase
by over 50% in the next seveh
years without increasing the rela-
tive burden on their economy,

“Economic Suicide”

Secondy, some additional im-
provement can be made in the
standards of living of the Russian
people, even with continued em-
phasis on heavy industry and ar-
maments,
death of Stalin in 1953 that seri-
ous attention has been given to
improving living standards. The
moderate slow-down in the head-
long growth of heavy industry
which then ensued has been
caused, in large part, by the di~
version of more resources to
housing, to agriculture, and to
consumer goods.

Living standards, based on
present Soviet plans, are expected
to increase about one-third over
the next seven years. This level,
if achieved, will still be far below
that which our own citizens are
now enjoying, but it will look
good to people who for long have
been compelled to accept very low
standards.

Finally, the Soviet Seven Year
Plan, even if not fully achieved,
will provide the wherewithal to
push the expansion of trade and

aid with the uncommitted and.
underdeveloped nations of the.

Free World. By 1965 Soviet out-
put of some basic raw materials
and some industrial products will
be approaching, and in a few cases
exceeding, that of the United
States. - Most prominently, these
products will be the kind that are
needed for industrialization in the
less developed countries.

The outcome of this contest—
the Communist challenge in un-
derdeveloped areas—is crucial to
the survival of the Free World.

Upsurge of Nationalism

This is an unprecedented epoch
of change. Within little more than
10 years, over three-quarters of a
billion people, in 21 nations, have
become independent of colonial
rule, In alt of these newly emer-
gent countries, there is intense

It is only since the -
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nationalism coupled with the de-
termination to achieve a better
way of life which they believe in-
dustrialization will bring them.

The leaders or world Communism
are alert to the oppor-
tunity which this great transfor-
mation provides them. They real-
ize the future of Communism can
be insured only by expansion, and
that the best hope of such expan-
sion lies in Asia and Africa. While
they are attempting to focus all
our concern on Berlin, they are
moving into Iraq with arms eco-
nomic aid, and subversion, and
giving added attention to Africa.

The Communist bloc trade and
aid programs ‘in underdeveloped
countries moved into high gear
during 1958. The equivalent of
over $1 billion in new credits was
extended to underdeveloped coun-
tries by the bloc in this year. In
the four year period ending 1958
the total of grants and credits to-
taled 2.5 billion, of which 1.6
came from the USSR and the bal-
ance from the satellites and China.
Three-fifths of the total delivered
to date has been in the form of
arms to the UAR —Egypt and
Syria — Yemen, Iraq, Afghanistan
and Indonesia. These same coun-
tries, plus India, Argentina, Cey-
lon, Burma and Cambodia, have
reccived the bulk of the economic
aid.

Over 4,000 bloc technicians have
been sent to assist the develop-
ment of nations’ in the Free
World. About 170% of these
technicians are engaged in eco-
nomic activities. Others are re-
organizing local military estab-
lishments and teaching bloc mili-
tary doctrine to indigenous
personnel.

The bloc also has a well devel-
oped program: for training stu-
dents from underdeveloped: coun-
tries. About ©,200 students,
technicians, and military special-
ists have now received such train-
ing behind the Iron Curtain;

While these figures are still
well below the total of our own
aid, loan and fraining prograns,
this ‘massive economic and mili-
tary aid pwgram is concentrated
in a few critical countries and of
course these figures do not include
Soviet aid and trade with the East
European satellites and Com-
munist China. :
Indja, which has received over
325 million of bloc grants. and.
credits, is a primary recipient.
The Soviet economic showplace
here is the Bhilai steel mill, being
built by the Russians. The UAR
over the past four years received
over $900 million in aid and
credits. This investment today
does not seem quite as profitable
to the Soviet as it did last year.

Iraq provides a prime example
of the opportunistic nature of the
bloc’s aid program.

Econeémic Subvetsion
Prior to the coup ‘d'etat on
July 14 last year, Iraq’s economic
involvement with Communist na-
tions had been negligible. In the
past few monthg the USSR has

provided over $250 million in mil- 1!

itary and economic development
credits. The Iraq Development
Board has dropped its two West-
ern advisors. Westeérn technicians
are also being dismissed and con-
tracts with many Western firms
cancelled. Increasingly, Moscow is
pressuring the Irag government to
accept dependence on Communist
support and the number of fellow’
travellers in high government
posts is growing,

The Soviet policy of economic
penetration fits like a glove into
their world-wide ecampaign of
subversion, which is the third
‘main element of the triple Soviet:
challenge: military, economic and
subversive, . §

International Communism has
not changed its operating ‘proce-
dure since the days of the Comin-
tern and the Cominform. The
Communist party of the USSR, of
which Khrushchev is the leader,
is the spearhead of the movement.-

It has a world-wide mission,
formulated by Lenin and Stalin

and now promoted by Khrushchev.

but with more subtle- techniques
than those of Stalin. This mission
continues to be the subversion of
the entire free world, starting, of
course, with those countries which
are most vulnerable.

Its arsenal of attack is based,
first of =2ll, on the Communist
parties of the Soviet Union and
Communist China. These in turn
direct the hard core Communist
organizations which exist in prac-
tically  every country of the
world. Every Communist party
maintains its secret connections
with Moscow, or in case of certain
of the Communist parties in the
Far East, with Peiping.

These parties also have an en-
tirely overt association with the
international Commanist ‘move-

ment.. At the 21st Meeting of:-the -

Soviet Party Congress, there were
present representatives of some 60

Communist parties throughout the-

world, including two representa-
tives of the U. 8. Communist
Party. The single theme of these
Communist leaders was: their con-
fidence in the eventual 'world-
wide triumph of the Communist
movement, o

tempts to achieve more freedom
—witness Hungary and now Tibet.

The task of destruction is al-
ways easier than that ¢f construc-
tion. The Communist world, in
dealing with the former colonial
areas and the newly emerging
nations of the world, has appeal-
ing slogans to export and vulner-
able economic conditions to ex-
ploit. The fragile parliamentary
systems of new and emerging
countries are fertile zround for
these. agitators,” g ! d

Also under the heading of sub-
version we.must not overlook the
fact that the Communist leaders
have sought to advance their
cause by local wars by. proxy —
Korea, Vietnam, Malaya are typi-
cal examples, . :

In conclusion I wish-to empha-
size again the pressing need for g
clearer understanding of the’real
purpose of the Sino-Soviet pro=
gram.. Thetre is no evidence that
the present leaders.of the Com-
munist . world . have the "slightest
idea of abandoning their ‘goal, or
of changing the general factics of.

achieving them.

Rules Out Compromise

" Those who feel we can buy
peace by compromise with

* Khrushchev' are  sadly deluded.

Communist: Fronts

From time to time, Moscow has
made agreaments such as the
Litvinov Pact, in 1933, not to in-
terfere in the internal affairs of
other countries. On .the strength
of this we resumed relations with
the Soviet. They. are eager. to
conclude like agreements of
“friendship and non-aggression,’”
with all countries of the world.
These are not worth the paper. they
ara written on. During World War
II, Moscow abolished the interna-
tional Comintern to propitiate the
United States, its then wartime
ally. Its functions have, however,
been carried on continuously un-
der. other forms. i

In addition to its world-wide
penetration through Communist
party organizations, the Commu-~
nists in Moscow and Peiping have
set’ up a whole series of. front
organizations to penetrate all seg-
ments of life in the free countries

of the world. These include the'-

World Federation of Trade
Unions,

world. International organizations
of youth and students stage great
festivals at frequent intervals.
This summer they are to meet in
Vienna. This is the first time they
have dared meet outside of " the
Iron Curtain. g

They have the Women’s Inter-
national Democratic Federation,
the World Federation of Teachers
Unions, the International Associa-
of Democratic Lawyers; Commu-
nist journalists and medical or-
ganizations. Then cutting across
professional and social lines, and
designed to appeal to intellectuals,
the Communists have created the
World Peace Council which main-
tains so-called peace .committees
in 47 countries, gaining adherents
By trading-on the magic word of
“peace.”

To back up this massive ap-

paratus, the Soviet has the larg-
est number of trained agenfs for
espionage and secret political ac=
tion that any country has ever
assembled. In Moscow, Prague
and Peiping and other Communist
centers, they are training agents
recruited from scores of other
countries to go ouit as missionaries

of Communism into the troubled
areas of the world. Much of the.
Middle East and Southeast Asia,
and particularly Black Africa, are’

high on their target list. They do
not negleet this hemisphere as
recent’ disclosures of Communist
plotting in- Mexico show us. Their

basic purpose is to destroy all-

existing systems of - free and
democratic government and dis~
rupt the economic and political
orgahizations on which these are
based. Behind their Tron Curtain
they ruthlessly suppress -all” at-

"Each concession

which claims - some 90’
million ‘meémbers throughout the

we' Zive him
merely strengthens his position

and prestige and the ability of the.

Soviet regime to continue its
domination of the Russian people
whose friendship we. seek. )
Our defense lies not in com-
promise but in understanding and
firmness, in a strong and ready’
deterrent military power, in the
marshalling of our economic as-
sets with those of the other free
“mmtries ‘of the world to meet
their methods of economic pene-
tration, and finally ir the un-’
+151g. of their subversive tech-
niques,. s
The over-all power of the iree
world -is still vastly superior to.
that under the control of the lead-
¢rs of international Communism.:
If they-succeed and we fail, it
will only be because of our com-

placency "and - because they have.

devoted a far greater. share of

‘their power, skill and resources:

to our destruction than we have
heen willing to dedicate to our
own  preservation. y
" They are not supermen. Rew.
cently they have made 8 series of’
blunders which -have done what
words cotld not do fo help us
unmask  their true intentions.
These very days Comraunist acr:
tions in Iraq and Tibet have par-,
ticularly aroused NMoslems ar;?.
Buddhists against internationa}- -
Communisnt. The institation qo¥
the so-called “Communes” sy8;
tem on the China Mainland h
shocked the free world and eveh
the Soviet, leaders. apologetically:
refuse to endorse it. ane

Despite the problems surrounde-
ing the Berlin issue, Western
Europe is stronger than it evey:
has been since World- War II.
Much of Free Asia and the Middle
East -is becoming aleftéd to the
true significanice of Communism.

The outcome of the struggle.
against international Communism
deperds in great measure upom.
the . steadfastness of the United.
States and its willingness to ac-
cept sacrifices in meeting its re-
spongibility - to. help maintain
freedomr in the world..

In Inv. Business -
(Speclgl to Tae F;:NAche.L O#RONICLE) . g
DECATUR, ILL.—Mrs. Rowena
G. Gray is engaging in a securities
business from ' officéz in the_
Standard Building. g

Named Director

Richard de. La Chapelle,. Lee
Higginson Corporation, New York
City, has been elected to the
Board of Directors of Household
Finance Corporation. -

igitized for FRASER
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Electric Power fora Slrong America

In fact, Russia’s current per cap1ta
productlon i now about the level
of our per capita ploductlon in
1938.

The United States has been con-
tinuously Wldenmg the gap ever
since 1940.

- Generating Capaclty 1957 65:
As of the end of 1957, Russia re-

- ~'ported a totak generatmg capacity

-of 48 million-kilowatts. “At"-that

‘time, the installed capacity in this

country amounted to 146-million,

or about 98 million kllowatts more- -

than Russia.

Recently the Russians have an-
nounced ‘another of their long-
term - plans fer electric.-power
which have  become  famous: for
consistent failure to meet goals.
The Russians are planning to add
60 milion kilewatts by 1965, which
would give them a total- mstalla—

tion of 108 million kilowatts in .

that year.- By that time, we expect

commermal business enterprxses,
each of which could have been
handled . by an investor-owned

; busmess

“This trend is continuing as evi-
denced by such proposals as the
so-called TVA revenue bond bill,
the Columbia Valley Development
Corporation bill, the Great Plains
Administration -bill of the last !
Congress; the socialized medicine
bill;:the Federal housing bill and
many others

Growth of Government Owned or
-, Financed Power

" There is no better example of
the growth.ond development of
the. govelnment in business than
the history of government-owned
or financed generating capacity
Whlch has increased as follows:

G Yetar % of I‘otal

to add 104 miltion kilowatts, giv-_

ing the United States an installa-

tion of 250" million kilowatts -

including.industrial generating

stations. In:other words, between -

1957 and 1965, we will have in-
creased our superiority over Rus-

“i gia from 98 million kilowatts to

-largest lender

142 million kilowatts.

In view of these facts, it is evi-
dent that, in respect to electric
power, the United States is' not
only holding its own but is in-
creasing its superiority over Rus-

sia and will continue its world

leadership in electric power ‘sup-
ply. :
Trends in America
To preserve those things which
make America great, we must al-
ways be considering what is going
on in this country, what the trends

.are and where they lead. Because,
‘ordinarily, once you have lost a

right or a privilege, it is too late
to do anything about it.
Government in America today
has what has been called political
elephantiasis, as is clearly indi-
cated in the following official

‘statement made by the late Row-
land Hughes, at that [time Director

of the Bureau of the Budget:
“The Federal Government is,

tamtmg; other things the largest
-electric power producer in the

country, the largest insurer,-the
and the largest
holder of grazing land, the largest

“holder of timberland and the

gitized

.largest owner of grain, the largest
‘shipowner and the largest truck
-fleet operator. For a Nation which
‘is the Citadel and the World’s
.principal exponent of private en-

terprise and individual initiative,

.this is an amazing list.”

A recent Budget Bureau report
found the Federal Government

sengaging.in. approximately 20,000

The Preference Clause

“One ‘reason for this amazing
‘growth is.the preference clause
by whlch pubhc agencies have a
pnonty over all private utilities
in the purchase of all of the power
from every Federal project. This
diserimination over private utili-
ties exists:even though the private
utility is serving preference cus-
tomers such as REAs, municipali-
ties . .and military installations.
This preference ‘is an encourage-
ment to the creation and develop-
ment of government-owned,
government-financed and ‘tax-
subsuilzed power systems.

. The REAs

Let’s. consider for:a moment
thet situation of the REAs. They
were. created to supply power to
rural areas where service was not
available from: ,investor-owned
companies.’ In order to do this,
REAs were given subsidies in the

-form of 2% Federal money for all

construction costs, no Federal or
state income taxes, and state and
local taxes at a small percentage
of the taxes paid by investor-
owned compames. Over 97% of
the farms in America are now be-
ing supplied with electricity and
the REAs have expanded into the
suburban, commercial and indus-
trial business and into the genera-
tion and transmission business. In
the past five years, the commer-
cial and industrial business of all
REAs has doubled. Now three out
of every four new REA customers
are nonfarm. !

Nationwide the REA has com-
pleted its original job, has aban-
doned the concept of its creation
and has become probably the most
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serious major competitor of in-
vestor-owned utilities.

I strongly recommend that our
industry make every possible ef-
fort to limit the activities of REAs
to their original purpose.

Government-Owned or Financed
Projects Pay Little Or No Taxes

Consider the magnitude of tax
avoidance ' in connection with
electric - power, Government-
owned or financed power projects
represent about 29% .of this Na-
tion’s investment in electric facil-
ities. But the users of the electric
power produced by these projects
contribute only 215 % of the total
taxes paid by the customers of
the electric industry. The users
of the facilities of investor-owned
electric companies, which consti-
tute 71% of this Nation’s invest-
ment in electric facilities, pay
97% % of the taxes collected from
electric properties and operations.

When related to revenues, in-
vestor-owned  electric companies
in America pay approximately
23% of - their total revenues in
taxes. On the other hand, gov-
ernment-owned or financed proj-
ects pay only 2.4% of their rev-
enues in taxes.

In other words, the rates of in-
vestor-owned electric companies
are about 28% higher than they
would be if those companies paid
the same taxes as government-
owned or financed projects.

Ultimately, such discrimination
will drive private enterprise out
of any field the government en-
ters. By its very nature, govern-
ment possesses immensely valu-
able special privileges such as
freedom from taxes, access to the
public purse and availability of
low-cost capital. Thus, govern-
ment has an overwhelming and
unfair comeptitive advantage
over its citizens in any field of
commercial  or industrial en-
deavor. :

'The' ECAP Ad Situation .

In my judgment, nothmg in re-
cent years is more serious than
the effort of the Internal Revenue
Service for tax purposes and the
.Federal Power Commission for
rate purposes to eliminate certain
advertising expenses from the
classification of ordinary and
necessary business expenses.

This all started by communica~
tions from Senator Kefauver and
Clyde Ellis to those two agencies,
which resulted in a tentative con-
clusion by the staffs of IRS and
FPC that all of the ECAP ads in
the IRS case and about 45% of
those in the FPC case relate to a
“Political  Controversy” and are
propaganda and therefore not de-
ductible.

This is an outstanding example
of what comes from centralized
government, In plain language,
these two Federal agencies, by
administrative decree, are decid-
ing what ads are necessary in a
competitive field and what ads

ﬁté 0«1'

" year record of public service.

~ Yee, this year. Otter Tail Power Coimpany
.is 50 years old. It walA in April, 1909, that a
. smalk hydro-electrnc station

Fa“n, anelota, first generated electricity
- and’ sent it over a twenty-five-mile trans-
mission line to a single wholesale customer
in Wahpeton, North Dakota. That eveat
marked the beginning of Otter Tail's 50

area centered in the rich agricultural region

of western Minnesota, eastern North Dakota
and northeastern South Dakota.

Over 8,500 -stockholders in. all but’ one ’
state and in several foreign countries are

the investor-ownevs” of lOtter' Tail. Better

the company,

near- Fergus
stands ready

Today, Otter Tail serves nearly 100,000

customers in a 70,000 square mile:service

than 900 employees have a personal stake in

With fifty years of: equnence, Otter Tail

ever-increasing demand for electric service

in the years’ahead.

%—;«ﬁé €S>

too.

to meet the challenge of an

1909 1959

are apprgp_riate business expense.
This decision has always been a
prerogative of management.

No industry is faced with more
aggressive, more vicious, more
difficult competition than the
utility industry in the competition
which it has from Federally-
owned or financed power.
Throughout the nation there are
outstanding ‘examples of compa-
nies which have lost customers
and lost properties to govern-
ment-owned or financed projects.
Throughout the nation there are
examples of the difficult competi-
tion for new customers and new
service areas which exists be-
tween investor-owned companies
and government-owned or fi-
nanced projects.

For our industry not to be al-
lowed to deduct as an operating
expense for tax purposes and rate
purposes advertising costs when
the ads relate to our comeptition
with government power would be
a serious blow, not only to our
business but to all free advertis-
ing and free speech in America.

The Supreme Court has re-
cently held in the Cammarano and
Straus cases that advertising ex-
penses made by liquor dealers to
resist prohibition legislation were
not proper income tax deductions,
but - the electric utility situation
clearly is distinguishable because
our questioned advertising did not
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seek to influence legislation and
because quite different regula«
tions are at issue.

Impressive evidence is being
brought together in our behalf to
show the impact of government
power on our operations and to
demonstrate that our advertising
not only has been necessary but
that it also has been in the best
interests of our security holders,
our customers .and the areas we
serve, We can at least be hope-
ful that the agencies concerned
finally determine. that decisions
which you make as managers of
your properties should not be re-
versed at the instance of those
who would silence the voice of
this industry at the same time
that they loudly propagandize
government power with tax-free
dollars.

The industry is fighting and will
continue to fight both before the
Federal Power Commission and
the Internal Revenue Service to
protect what it believes to be its
right to carry on this type of ag-
gressive and competitive adver-
tising and to deduct the expense
for both rate and tax purposes.

Fortunately, many state com-
missions-and the Press of Amer=
ica strongly support our industry

Continued on page 40

Operating Revenues:

Telephone
Gas

. -Net Operating Income....... o
Other Income ....

Net Earnings

Minority Interest

Company
Preferred Stock Dividends.

Earnings per Common Share on —

of period

Operating Revenues:
Gas ....
Electric

Total .
Operating Expenset and Tuu
Net Operating Income

sessssss

'subsidiaries)
Net Earnings

. .Net Income .... -
Preferred Stock Dmdemh

Balance for Common Stock
Earnings per Common Share on —

of period .......iiiniies

standing at—
February 28,1959.............
February 28, 1958. .

Note:
Telephone Company,

Common Stock of Central

CENTRAL ELECTRIC & GAS COMPANY

and Subsidiaries
SUMMARY OF CONSOLIDATED EARNINGS

5 Operatmg Expenses aﬂd Tﬂxa;. R

Interest and Oﬂler Income Dedur,tlons
Net Income before Minority Interest....

Net Income for Central Electnc & Gas

Balance for Common Stock of Central
Electric & Gas Company.........

Average number of shares outstanding
Number of shares outstanding at end

CENTRAL ELECTRIC & GAS COMPANY

SUMMARY OF CORPORATE EARNINGS

Other Income (including dividends from

Interest and Other Income Dednchnns

Average number of shares outstanding -
Number of shares: ontshndinz at end

Number of Shares of Co-mou S.tock of
Central Electric & Gas Company out-

(1) Includes 3490.000 collected after May 9, 1958, by Southeastern
a subsidiary, under lncreued rates, sub- = -
ject to refund if t e Supreme Court of Florida after hearing
to be held April 30, 1959, should decide that such colle¢tions-
were not legally anthorized 1f lelq;hone operating revenues
were reduced accordingly, then after giving effect ?o cer‘ain
correlative adjustments of &
and gross receipts taxes, the resulting figures for Balance for

ings per Common Share on number of shares outstanding “at
end of period would be, respectively, $2.330,492 and $1.60.

12 Months Ended Feb. 28
1959 1958

" $24,739597% $22,265,242
17,521,212 16,329,270
941,347 935,213
$43,202,156 . . $39,529,725
36.851,021 - 33,738,529
$ 6,351,135 $ 5,791,196
134,517 119,049

$ 6,485,652 $ 5,910,245
1,878,377 1,593,549
$ 4,607,275 $ 4,316,696
1,951,212 1,910,577

$ 2,656,063
255,571

$ 2,400,492

$ 2,406,119
244,809

$ 2,161,310

$159
$158

$1.70

$17,521,212
941,347

$16,329.270
935.213

$17,264,483
15,645,100
$ 1,619,383 -

771,297

$ 2,390,680
535,515

$ 1,855,165

244,809
$ 1,610,356
——

$118
$1.25 $118

1,458,546
1,368,557

depreciation charges and income

Electric & Gas Company and
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Continued from page 39

Electric Power for a Strong America

in its position on this advertising
matter. {

A Program to Success

1 have outlined the condition of
our industry and the grave dan-
gers facing it and facing all
American industry and all Ameri-
can people.

My year as President of EEI has
cansed me to spend more hours
than ever before on the develop-
ment of a program of what must
be¢ done if we are to stop the

{rends of the past 25 years, which -

lead to ultimate socialism, to ul-
iimate loss of our freedoms, our
wonderful productivity and our
standard of living,

I have a program of seven ma-
jor points to suggest. It is:

(1) Service: We must continue
the remarkable job we are doing
of building all of the facilities
necessary to supply all present
and prospective customers in our
gervice areas. We must continue
to give our customers the best
possible service,

(2) Personnel: We must employ
in our industry the most capable

people in every field of endeavor. .

College surveys in both the sci-
entific and business administra-
tion colleges show that our indus-
try is not a popular employer,
that students believe it does not
offer the opportunities of other
business, I am convinced that in a
great majority of cases, these
conclusions are false; that our in-
dustry is a good employer; that it
offers fine opportunities in a field
which is vitally important to the
American economy.

However, 1 strongly recommend
that every company review its
standing as an employer and in
doing so that it have in mind that
no industry has a greater need for
the finest possible people in en-
gineering, operations, accounting,
law, sales, advertising, publicity,
public relations and political re-
lations, No industry is in any bet-
ter position to pay whatever com-
pensation is necessary to attract
the best people. The old theory
that because we are a regulated
utility we can’t pay as high sal-
aries as other industries is and
always was fallacious and without
foundation. Highly competent
employees increase productivity,
reduce expenses, reduce the cost
to the customer. In our industry
where profits are strictly regu-
lated, the customer is the one who
benefits most from efficient man-
agement|

(3) Public Information Program:
We must be for more aggressive,
active and courageous in our ad-
vertising and public information
programs. Surveys clearly show
that people don’t know about
preference, tax diserimination,

government in business, inflation’

and other problems; that when

they are informed, they are rea-- -

sonable and fair-minded and op-
pose these things.

(4) Economic Education: With
other good citizens we must ac-
tively carry on a major economic
educa@ion program so that al] the
American people will realize and
will protect with their last ounce
of devotion the American system
of government and business, the
productivity, the high wages, and
all the benefits that result from it.

(5) Political Interest: We must
as individuals join ‘other good
‘Americans in taking an active and
aggressive interest in local, state
and Federal politics and in the
party of our choice,

(6) Others Must Become Inter-
ested: We must encourage all
othes good citizens to follow our
example and adopt the same pro-
gram.

(7) Oppose Government Owner-
ship:: We must aggressively and
courageously oppose government
oawnership in every field of busi-
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Our choice is simple.. We can

. do as much as we are now doing

ness and unnecessary government
controls and activities.

This program is essential, not
only for the future existence and
success of our industry, but of all
American industry, Our industry
is not doing anywhere near
enough to succeed on any one of
these points. We are losing
ground every year to a vocal, ag-
gressive, dangerous minority
whose ultimate goal is destruc-
tion of investor-owned business.

Conclusion
America today is the world’s
‘outstanding example of freedom
and prosperity for all.

Nuclear Power Plént Proposals Invited

and ultimately we will lose our
great industry, If we do this, as
surely as night follows day, the
American people will lose their
freedom and their prosperity. If
I may paraphrase the words of
President Eisenhower in a recent
speech, T will say:

“We will follow the ruinous
route of free republics of the ages,
the route of deficit financing, of
intlation, of government owner-
ship, of taxes ever rising until all
initiative, self-reliant enterprise
and prosperity are destroyed.”

The other choice is to follow a
program such as I have outlined
and to preserve the freedom and
prosperity which we now have
and which makes America the
shining “example of the entire
world.

Under Joint U. S.-Euralom Program

The European Atomic Energy
Commission (Euratom) and the
United States Atomic Energy
Commission announced April 13
that private and government: en-
terprises in the six countries com-
prising Euratom have been in-
vited to submit proposals to build
and operate nuclear power plants
under the joint United States-
Euratom nuclear power program.

The objective of the program
is. to install within the Commu-
nity in the next four to six years
approximately 1,900,000 kilowatts
of electrical generating capacity
in an effort to achieve economic
production of nuclear power to
meet the growing needs of West-
ern Europe,

The invitation was issued by
the Euratom Commission in Brus-
sels . following the coming into
force ol the Agreement for Co-
operation bhetween the ' United
States and. the Community,

Proposals submitted in response
to the invitation will be jointly
reviewed and projects selected by
the Euratom Commission and the
U. S. Atomic Energy Commission.
The plants will use reactors on
which research and development
have been carried to an advanced
stage in the United States and
will be built, owned and operated
by enterprises in the member
states of Euratom (Belgium,
France, Germany, Italy, Luxem-
bourg and the Nethérlands).

Important date in the timetable

‘set up to push the joint program

at maximum speed are:

May 28, 1959: (45 days from
announcement of the invitation).
Those who intend to submit pro-
posals are requested to give notice
to the Euratom Commission by
this date. i

Sept. 1, 1959: Deadline for sub-
mission of propcsals,

- Dec. 31, 1959: Target date for
selection of projects by Euratom
and the USAEC.

_April, 1960: Target ‘date for be-
ginning of construction,

Dec. 31, 1963: Target date for
completion of plants.

The United States and Euratom
have reserved the right to defer
com_pleuon dates of two projects
until Dec. 31, 1965, in recognition
of possible significant technical
developments in the next few
years, In the event of such de-
ferrals, a comparable schedule
will be established. ,

In the hope of being able to
accept some projects at an early
date, the two Commissions are
prepared 1o consider proposals
tiled in advance of the Se%t. : 1
1859, deadline.

In addition to the plant con-
struction and operation program,
the United States and Euratom
have agreed to invest approxi-
n.xately $100,000,000 over the next
five years in a joint research and
deyelopment program. The cost
will be borne equally by the two
Commissions. This effort will be

focused on improving the per-
formance of reaclor systems ac-
cepted for the power plant pro-
gram and on lowering the cost
oi labricating and processing
types of fuel used in such re-
actors. Proposals for the research
anc development program already
have been solicited,

Nuclear power projects now
well advanced in planning in
Euratom countries will not be ex-
cluded from consideration if they
meet the conditions and criteria
set for participation in the joint
program, Acceptance of any such
projects, however, will not re-
lieve any manufacturers or sup-
pliers of commitments previously
made.

Judges Named for ’59
Loeh Journalism Award

Judging panels. for the: 1959
Loeb Awards for financial and
business journalism have been
completed, it has been announced
by Laurence J. Ackerman, dean
of the University of Connecticut
School of Business Administration,
and Chairman of the Loeb Awards
Advisory Board.

Judges for the second annual
awards were chosen with equal
representation from the fields of
Lusiness, education and publish-
ing.

They are for newspaper entries:
Lee Bristol, Chairman of the
board, Bristol-Myers | Company;
David Daniel, publisher, Hartford
Times; and Charles C. Abbott,
dean, University of Virginia
Graduate School of Business Ad-
ministration. i

Judges  selected for magazine
entries are: Stanley Hope, Presi-
dent, National Association of
Manufacturers; Vernon Alden,
associate dean, Harvard University
Graduate School of Business Ad-
ministration; and - Dan Mich,
editor, Look magazine.

The awards are being admin-
istered by the University of

. Connecticut under'a- grant from

the Sidney S. Loeb Memorial
Foundation, Inc., which was
fcunded by Gerald M. Loeb, part-
ner in E. F. Hutton & Company.

In addition to Dean Ackerman,
other members of the Loeb
Awards Advisory Board which
appointed the judges are: Gov-
ernor Abraham A. Ribicoff, State
of Connecticut, Honorary Chair-
man: Frank H. Bartholomew,
President, United Press Inter-
national: Frank M. Folsom,
Chairman, Executive Committee
of the Board of Directors, Radio
Corporation of America; Robert
G. Shortal, President, New York
Financial Writers' Association;
Herbert E. Dougall Professor of
Finance, Stanford University
Graduate School of Business. and
Gerald M. Loeb.

o

Securities Salesman’s Corner

By JOHN DUTTON
Worthwhile Repeating

There are some things that we
must remember in the art of sell-
ing and, even tkhough we know
them to be true, we sometimes
forget. This week’s COLUMN IS
BASED UPON' THE TRUISM
THAT YOU SHOULD LET THE
CUSTOMER SAY SOMETHING.
How many times does even the
most experienced salesman forget
this. It is so easy to overtalk—
and oversell. People usually make
up their minds to buy because of
ONE COMPELLING reascn. Many
salesmen continue to talk about
this feature of a security, or that,
and they ramble on and on with-
out giving the customer & chance
to explain to them what HE DE-
SIRES IN AN INVESTMENT.
This is such an important point in
salesmanship that it needs re-
emphasizing—talk less, say more,
listen better. Ask questions, let
the other fellow tell you a few
things, too.

Case History

At the present time I am en-
gaged in developing business with
a very substantial account. The
name was obtained through ad-
vertising. Until last week I had
sold him two small lots of tax-
exempt bonds. Gradually we are
becoming more friendly. Infor-
mation that I receive is passed
along when I {ind that it pertains
to some of his holdings, either by
mail or telephone. This man is
a very successful investor. He has
told me of certain excellent situa-
tions in which he and his group
have a substantial interest. IHis
connections are of the very best
and of many years standing. I
present this background so that
you can see tke implications for
the future. It will not he an easy
task to obtain much of his busi-
ness unless superior performance,
service and a meeting of our per-
sonalities and thinking can gradu-
ally be established.

Now for the third piece of busi-
ness. . It has been determined that
thig investor is adding to his tax-
exempt bond portfolio. He is con-
vinced that interest rates will
move higher eventually. He de-
sires marketability. These require-
ments have been identified in past
conferences with the client.

Last week an important offering
of tax-exempts was expected with
a large local interest in the bonds
established before the sale. As
usval, I sent him a preliminar-
circular (Prices, rates, and yields
unmarked) and I mention the
bonds to him prior to theltime
they went to public sale and he
showed an interest. The day of
the offering I gave him the scale
and, since he had never men-
tioned bonds shorter than a ten-
vear maturity, when I gave him
the scale I started with 1969 and
went upward. We talked a few
moinents and he said he did not
think the bonds were attractive,
interest rates were going up, the

yvields were not enough, etc., ete.

I started to inform him that the
bonds had been well received by
institutional investors and this,
too, did not seem to impress him.
By accident, I paused during our
telephone conversation and this
luckily gave him a chance to say
to me, “My group and I bought
some very good bonds yesterday
due in 1961 to yield 2159%. They
were 6s but we didn't mind the
premium: in fact, we kind of like

it and, besides, we have some ex--

cellent short-term bonds that we
won't have to worry about if the
market slips lower.

Quick as a ‘flash, with a flash,

old yours truly replied, “That's-
fine, I never even thought to men-"

tion that I believe I can still get

you some of this issue I was sell-
ing, due in 1966 on a 315% basis.
They .are alsc 6s and in fact a-
bank just gave me an order for
some of them, how ‘does that
sound to you?” It sounded just
fine: and my customer bought
WHAT HE WANTED. Don't take
for granied that you know -what
your . customer wante, needs, or
should have.. His ideas also may
chang_e from I'riday until Monday
morning. : J

Suggestion for Certain Accounts

If you have some accounts
among women investors who de=
pend largely upon their income,
you can make them happy if you
will - obtain 'a ~small, loose-leaf
book, with a leather- or fabric,
hard cover and list all their divi-
dend dates and interest payment
dates by meonths. For example,
for the month of January, use a
separate page, then list by days
of the month when checks are
due and when interest coupons
should be clipped. Do the same
for each month in the year. Then
divide the rest of the book into
separate pages for each stock and
list name of stock, dividend paid,
dates when due, cost, and arrange
them alphabetically page by page.
Do the same for her bonds, only
list the bonds, paying agent, when
interest coupons are due, amount
payable every six months, call
price, and price paid.

This book should not be too
large so that she can conveniently
carry it in a bag or purse. 2V
by 3 inches ‘is ‘about right.
Some of your important women
cliecnts - will appreciate this. In
fact, some of them may even talk
about it among their friends.

New Data on Electric
Gurrent Used Abroad

Kinds of electric current used
in the principal cities of almost
150 countries and territories are
given in 2 new booklet just issued
by the Bureau of Toreign Com-
merce, U. S. Department of Com-~
merce. :

Entitled “Electric Current
Abroad,” the bhooklet was pre-
pared as a hundy reference for
American electrical equipment
manufacturers and exporters re-
quiring information on electric
current avaiiable in foreign coun-

‘tries. Travellers planning to take

electrical appliances abroad also
will find it a useful guide for
determining their usability in the
cities to be visited.

Types, phases, cycles and volt-
ages are listed for cities grouped
by countries in alphabetical ar-
rangeraent. Though covering pri-
marily current for residential use,
available data on commercial and
industrial service also are in-
cluded. ’

The 77-page hooklet may be
obtained from the Superintendent
of Documents, U, S. Government
Printing Office, Washington 25,
D. C,, or from any Department of
Commerce Field Office at 25 cents
a copy.

New Sade Branch

CHARLOTTESVILLE, Va. —
Sade & Co. has opened a branch
office at 1022-A West Main Street
under the management of Robert
J. Boyd.

Michael A. Voccoli

.Michael A. Voccoli, associated
with Savard & Hart, New York
City passed away suddenly on
April 3. Mr. Vocceli was a very
active member of the Security
Traders Association of New York.
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E_clivard Werle Renominated by
New York Stock Exchange

Edward C. Werle has been renominated to serve a second
one-year term as Chairman of the Board of Governors of the
New York Stock Exchange. Mr, Werle previously was Board

Edward C. Werle Peter ban

Joseph A. Martin, Jr. Clifford P. McKinnes F. L. Newburger, Jr. Robert L. Stott

_Chairman of the American’ Stock Exchange—the
serve in both posts. ‘ 5 $ e AL
* The Nominating Committee, headed by W. Wilson Holden
-of Corlies & Booker, nominated six new- Governors for three-
year terms: A ‘
'_Peter Ball, senior part in Ball, Burge & Kraus (Cleveland)

a_nd a former Governor of the National Association of Securi-
ties Dealers,

Walter N. Frank, a member of the Exchange since March
1937 and a ‘partner in Marcus & Co. (New York City).

Joseph A. Martip, Jr,, a member of the Exchange since July,
1945, and a partner in Gaines & Co. (New York City) since Au-
%‘qst, 1945. He is a Governor of the Association of Stock Exchange

irms.

Clifford .P. McKinney, managing partner in G. H, Walker &
Co. (St. Louis). He has been active in the Stock Exchange com-
munity since 1942. )

Frank L. Ne;wburger, Jr., a senior partner in Newburger &
Co. (Philadelphia), and a Governor of the Philadelphia-Balti-
more Stock Exchange. He was President of that Exchange from
March, 1954 to March, 1957.

Robert L. Stott, Exchange member since December, 1929, and
partner in Wagner, Stott & Co. (New York City). Mr. Stott was
Chairman of the Exchange from May 1941 to May 1943 and an
Exchange Governor for 12 years.

Four Governors were renominated to serve three-year terms:

George ¥, Hackl, Jr. of Laird, Bissell & Meeds; H. Van Brunt
McKeever of Goodbody & Co.; Walter Maynard of Shearson,
Hammill & Co.; and Charles L. Morse, Jr. of Hemphill, Noyes &
Co., all of New York City.

Mr. Werle, is a partner in Johnson & Wood. He has been a
member of the Exchange since 1950, a Governor since 1953 and
served asg Vice-Chairman in 1956 and 1957. A native New York-
er, Mr. Werle began his career as a page boy with the New York
-Stock Exchange in 1919, In 1924 he joined Johnson & Wood, and
in 1940 became a partner in the firm, He-was elected Governor

~ TWENTY YEARS OF

i : ' 1988
- Utility. plant at original.cost. . $323,776,823
Long-term_debt a1 109,591,000
% Debt of net utility plant... 39.49,
% Debt of: total ‘capitalization 41.5%
Preferred stock . 41,391,656
Convertible preference stock.. ' 11,483,360
Common stock and surplus.... 101,895,477
Total capitalization 264,361,493

Operating revenues 92,116,213
Net income 13,893,971

PROGRESS

D, b

1948

$121,818,953
65,000,000
64.5%
5729
21,533,455

31

1938

- $71,911,281
48,944,000
70.4%,
53.1%
22,007,800
20,250,117
91,201,917
17,256,629
1,873,220

27,057,268
113,590,723
43,117,637
6,029,153

WO N B

President

NORTHERN INDIANA PUBLIC SERVIGE COMPANY

Hammond, Indiana

T T I Y T Y Y T Y7 T I 7 I I T T Y I X I LTI LI X X LT XL )

of the American Stock Exchange in 1944, Vice-Chairman two
years later, and Chairman in 1947, an office he held until 1950.
Total membership of the Board is 33, including the Exchange
President, G. Keith Funston, and three Governors appointed spe-
cifically to represent the public. ‘Elections will be held on May 11.
Renominated to be Trustees of the Gratuity Fund, from
which payments are made to the families of deceased members
of the Em{:ange, were William Shippen Davis of Blair S. Williams
& Co.; John M. Young of Morgan Stanley & Co., for three-year
terms; and William K. Beckers of Spencer Trask & Co., for one
year. ! .
The 1959 Nominating Committee also proposed the following
to serve on the 1960 Committee; : :
James Campbell, Jr..of Marks & Campbell;. Brittin.C, Eustis
of Spencer Trask & Co.; Robert J.. Jacobson of Benjamin Jacob-
son & Sons; Robert C. Johnson of Kidder, Peabody & Co.; Hudson
B. Lemkau of Morgan Stanley & Co.; ‘Allan H. McAlphin, Jr: of
Wood, Walker & Co.; Harold C. Mayer of Bear, Stearns &' Co.;
Alexander R. Piper of Paine, Webber, . Jackson & Curtis; and
James J. Watson of Hornblower & :‘Weeks. ; b
In addition to Mr. Holden, the 1959 Nominating Committee
included: R ) S R L
John D. Baker, Jr. of Reynolds & Co.; Benjamin E, Billings
of Thomson & McKinnon; Bertram F. Fagenson of B. F. Fagenson
& Co.; Louis B. Froelich of Pershing & Co.; Bernard E. Smith,

. Jr. of ‘LaMorte, Maloney & Co.; Raymond D. Stitzer of White,

Weld & Co.; A. Varick Stout of Dominick & Dominick; an
Maurice F. Summers of E, F. Hutton & Co. !

Alabama Power Wins EEI Award

Southern _utility company wins colleague’s plaudits in the
industry at 27th annual meeting of Edison Electric Institute
for comprehensive program of water~resources- development.

The Alabama Power Company
received the electric industry’s:
highest honor, the new Edison
Award, for “exceptional business
statesmanship” in developing ithe
wiater resources of the Coosa and
Warrior River system.

The Award was presented to
Thomas W. Martin, Chairman of
the Board of Alabama Power Co.,
by J. E. Corette, President of the
Edison Electric Institute, at the
close of the Institute’s 27th An-
nual Convention. The Edison
Award was given fob the first
time this year, taking the place
of the Charles A. Coffin Award
which had been presented an-
nually at previous EEI conven-
tions.

Alabama Power Company was
cited by the judges “For excep-
tional business statesmanship in
conceiving a comprehensive pro-
gram for the complete develop-
ment, by use of private investor
capital, of the water resources. of
the Coosa and Warrior River sys-

tems in Alabama, for its effective
public, information program re-
garding this project, for obtaining
necessary Congressional legisla-
tion and the approval of Federal
bodies required to carry it out,
thereby providing the State of
Alabama with valuable power,
navigation and recreational facil-
ities, together with flood control
and conservation of the water re-
sources of the State, all accom-
plished without major controversy
and all contributing importantly
to the public welfare and the eco-
nomic growth of the whole State.”

The 421,700-kilowatt-Coosa Riv-
er project consists of four new
dams and a reconstrueted power-
house and an increase in the size
and capacity of an existing dam.

On the Warrior River, Alabama
Power is constructing the Lewis
Smith Dam. It also has a license
to install a power plant at the
government dam formerly known
as Lock 17 and more recently
named Bankhead Lock and Dam.
It has a preliminary permit relat-
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ing to the installation of generat-
ing facilities in the navigatiom
dam to be built by the govern-
ment at Lock 13 on the Black
Warrior River.

Alabama Power was selected
for the Award through a sequencer
of nominations by a panel repre-
senting every section of the na-
tion, analysis of accomplishments
of the nominated companies by a
review committee, and a decisiomw,
by a committee of judges. Judges
were Dr. J. D. Ryder, Dean- of

*-Engineering, Michigan"State Uni-

versity; C. W. Kellogg, Past Presi-
dent of the Edison Electric Insti=
tute; and Mr, Corette. - ;

" The Edison Award is being giv-"
en annually to an electric com-
pany “for distinguished contribu=
tion to.the development of -elec=
tric light and power for the con-—
venience of the public and the
benefit of the industry.”

Consisting .of a gold medal for
the winning company, and .$1,000
for the  company’s employees®
benefit fund, the Award has. ae=
quired national prominence in'they
public’ mind as well as in the
electric’ industry for its signifi=
cance in recognizing conscientious
service "and progressive develop-=
ment. " . ’
" Until the establishment of The
Edison ‘Award, outstanding
achievement in ‘the industry wa®
recoghized 'through " presentatiom
of the Charles A. Coffin Award
which was given annually fromm
1922 through 1957. F

Federal Land Banks
Offer 373% Bonds

The 12- Federal Land Bank®s
yesterday (April 15) offered pub—
licly $201 million of 3% % bondm
dated May 1, 1959 and due April§
20, 1960. The bonds are offeredd
at 997 %. - % v

The offering is being made
through the banks’ fiscal agent,
John T. Knox, 130 William Street,
New York City, with the assist-
ance of a nationwide dealer and
banker group.

The proceeds from the sale off
the bonds will be used to redeenm
$191 million of bonds maturing®
May 1, 1959, and for lending oper—
ations.

‘Revenues

Net Income

Kwh Sales (060)

i
Earn. per share Common__..

Generating Capacity—Kw__

System Demand—Kw.

OKLAHOMA GAS AND ELECTRIC COMPANY

. . . continued steady progress in 1958, throughout its 30,000
square mile service area, the hub of the great Southwest.

1958

1953

(R |

i s e R R St e
% Increase

$54,299,000

$11,186,000
- §145

2,802,000

908,000

713,100

Write for our 1958 Annual Report for statistical data
and information relating to our broad service area.

OKLAHOMA GAS AND ELECTRIC COMPANY

321 North Harvey, Oklahoma City 1, Oklahoma
DONALD S. KENNEDY, President

$34,908,000
$ 5,997,000

1,825,000
438,000
408,400

56%
86%
53%
54%
107%

75%

$0.95
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Continued from page 23

Designing Electric Utility
Systems for the Future

less unit installed on the combined
systems. §

- Many systems are becoming so
large and complex that automatic
load control is necessary for their
efficient operation, Economies re-
sult through closer adherence to
increment cost loading of turbo-
generators, but in addition the
capability of the automatic dis-
patching and computing device is
greatly in -excess of a single
manual dispatch office. The larger
systems under manual control may
require more than one dispatching
office, with consequent delays.
Automatic dispatching equipment
can handle the most complex sys-
tem with a response time much
faster than under manual control.
Necessary equipment and . teche
nique are now available for comi-

lete automatic dispatching,
fncluding operation under pre-
determined emergency conditions.
Such equipment will provide
accurate records of all interchange
transactions, and will accelerate
final accounting.

One item that cannot be evalu-
ated on a basis of tangible savings,
but many be invaluable, is the
extra reliability that results under
emergency conditions. There are
unusual cases where load has con-
tinued to be carried due entirely
to an interconnection when a
long and costly outage would have
resulted had the interconnection
not been available.

Another interesting tool avail-
able to us, which is just beginning
to be recognized is decentralized
*peak shaving” through the use of
packaged type, unattended diesel
generator sets, or gas turbine
driven generators located on the
tfransmission system, feeding
girectly into selected areas. A look
at the load duration date reveals
why large savings are possible.
Ten percent of our capacity is re-
quired to operate less than 2% of
the time. If new capacity can be in-
stalled at low capital cost to sup-
ply this portion of the load, the
fuel cost is of little importance
because of the short operating
time.. In addition, benefits are ob-
tained through savings of trans-
mission losses, bulk power
fransmission anl generating
station investment and in im-
proved area reliability,

- Comprehensive studies of our
system have shown ‘that an
installed first-cost differential of
$30 per kilowatt is required to
show sufficient savings to make
peak-shaving attractive, with
anticipated price levels, load
factors and rates of load growth.
This differential may be attainable
with peak-shaving equipment now

available. As the future unfolds,
increases in efficiency of new
steam units will be less marked

than they have been in the past.
Systems will be composed of
many machines with little differ-
ence in their efficiencies. There-
fore, unless peak-shaving capacity
is provided periodically, relatively
efficient - machines will move
rapidly from base load operation
into the peaking portion of the
load curve, where the. cost & of
ogtaining high efficiency is not
justifiable. An analysis made for
the Philadelphia Electric Com-
pany system shows a possibility of
large savings in annual cost for
an extensive use of this type of
equipment as a supplement to
providing base load capacity, One
of these diesel generator installa-
tions has been purchased and in-
stalled on an experimental basis
te get actual operating experience,
One - operation that requires
intensive research and ‘develop-
ment is the complete automatic
control of large unit boiler-turbo-
generator systems, including  all
operations and checks necessary
on start-up and shut-down. The
ultimate would be to have the
operator initiate the starting op-
eration, after which all operations
would be handled automatically
until the generator was carrying
load under the control of the
automatic dispatching equipment.
Present large generating stations
are becoming so complex that it is
extremely difficult for the opera-
tor to obtain all essential informa-
tion in an emergency, analyze the
situation and take the corrective
steps required. Complete automa-
tion :can provide the necessary
speed and . intelligence required to
safeguard this equipment. ’

Avoiding Costly Cyclic Pattern

Before leaving the generating
station part of the problem, there
is a difficult situation facing the
industry which will not only in-
crease capital costs, but may result
ir ‘a dislocation of scheduled
capacity additions needed within
the next five vears. This is the
cyclic variation in orders for
heavy equipment, transformers,
boilers and turbo-generators
which results in inefficient utili-
zation of manufacturing facilities,
but even more serious, a large
variation in work forces. This is a
costly problem, costly to the
manufacturer in idle shop time
and dislocated engineering and
shop labor schedules, and costly
to the customer in delays
and construction schedule rear-
rangements that are an inevitable
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result of overload manufacturing
facilities. On the basis of cyclic
pattern on major equipment
ordering and fabrication, -the
manufacturers = will be hard
pressed to provide the fifteen
million kilowatts of boiler and
turbo-generator capacity that
should be installed for service in
each of the years 1963 and 1964.
There is a shortage of competent
skilled labor for field installation
even under present  construction
schedules. This will be a.serious
bottleneck with annual capacity
additions exceeding fifteen million
kilowatts. ’ ‘ :
What can be done to alleviate
this? Various possibilities: present
themselves for consideration. Two
utility companies have ordered
boilers built and delivered, to be
placed in storagé. Estimates made

by them and the-boiler manufae-.

turers show that the normal an-
nual price increase, which will be
avoided, will pay the storage costs.
In addition, there is an estimated
10% saving in the erection cost as
a result of having all parts avail-
able at ‘the time of erection. A
{urther advantage is the avoidance
of costly delays in the service
date because of late deliveries.,

Possible  savings' on turbo-
generators and improvement in
shop schedules may be realized
and ultimate delivery dates im-
proved by placing advance orders
for critical components. The
machine size and steam conditions
must be specified and a firm order
placed for future delivery, The
contract could provide for price
based on the date of completion
of component fabrication. ' The
necessary design and engineering
work could be completed to pro-
vide the necessary information to
the purchaser and to facilitate
early ordering of material. Orders
could be placed for long delivery
items. One such item is the rotor
forging, which could be ordered,
tested, fully machined, then put in
storage. Resultant savings should
offset the cost of storage. and
assure completion on schedyle. A
careful analysis - of such ‘ifems
could result in major savings and
substantial improvements in shop
labor schedules, and in over-all
delivery periods. A method of
overcoming the
swings in orders and deliveries
will be a major factor in our effort
to provide additional capacity at
minimum cost. The economics of
load factor improvement is just as
important to the manufacturer as
to the utility. .

New sites for generating stations
and major substations will be-
come an increasingly difficult in
the next decade, particularly for
those companies serving large
metropolitan areas. Increasing
public resistance is now evident in
some locations, a factor which will
undoubtedly become more serious
as time goes on. Greater develop-
ment of the capacity of present
sites must be accepted as essential,
and stations having multi-million

kilowatt capacity are to become:

more common.

Overcoming ;Transmission .
Expense /" | ‘"

"Outgoing
capacity becomes  a -key..to ‘such
development, ‘Hand=inzhand ‘goes
the problem of:right-of-way for
overhead transmissicn-lines.. They
are actively. resisted: in_ built=up
sections, and ‘land. is._ becoming
scarce and therefore: prohibitive

in cost or non-existent. The acre=-.
age required by a number of-high .
voltage aerial lines radiating from.
a major generating. :station’ .or.
gives . pause for:

substations
thought. A right-of-way 100 feet
wide requires 13 acres per mile,

As land values continue to climb’
and new routes become unavail-:

able it will be necessary to revise
our thinking on such rights-of-
way.

Multiple use of right-of-way by
transmission lines and oil or gas
pipe lines, use.of multi-circuit
tower lines, and construction of

.for cables operating: at

present wide’

transmission’ ;line.

transmission lines along railroad
rights-of-way are among possible
methods to be considered. -In
certain locations in heavily built-
up areas it may be necessary to
g0 to underground construction,
yet for the extra-high voltage
lines needed for future bulk trans-
mission - there  is- presently no
satisfactory underground -system
available for high capacity long
distance transmission.  ° :
This " cable “insulédtion’ “problem "
is-being actively invéstigated now
under joint sponsorship - 6f ~the
industry and the ‘mahufacturers;
It may be that an insulation ‘will
be ‘developed - that ' is*satisfactory
‘460 kv ‘or
600 kv. R
As an alternate to-this there is
a possibility * that - high* voltage-
direet ” current - will* provide -an
answer, It is niow practical te use
direct current at 600 kv:t6.1,000
kv.” The terminal ‘equipment  for
conversion  and inversion 1s s0°
expensive that it -is economical
only for large blocks of power over
long distances. However, it does :

have a number of attractiye ad--

vantages  that may “be’ a ‘major’
factor ' in special "~ applications.
Most of the development’ work:
has been done in Europe; The
practicality has been proved by a
number of operating installations
and it is now a question of iim-
provement and cost reduction, .

Major transmission substations
adjacent to metropolitan ateds-are '
increasingly difficult to' locate:-
Land is scarce because of active’
programs of resisdential ‘and com-
mercial  construction.  ‘In''some
locations there is a need for con=-
siderable set-backs from property
lines, extensive landscaping, ahd
control of noise Ievel: of-trans-
formers. At the same time, greater *
area is required to. provide *for~
more lines, additional-capacity;
and - higher -voltage - Yequiring
wider phase spacing..=:- ‘" -

During " the early - ‘years
growth of the industry the-trans-:

size ; was frequently determined.

by mechanical strength o meet\, "y e

assumed loading conditions - im=
posed by temperature, wind, -and
ice. This provided :substantial ad-
ditional unused electrical capacity, -
In.recent years this excess capac-
ity has provided  a  welcome
margin for load growth.:Much of
it has been used to supply our
growing ' loads- and' it i§ “now
necessary to replace many of the
conductors for load Treasons: A
review ‘should be made ‘of the
existing design criteria to ‘deter-.
mine how much the mechanical
strength should "be ‘increased to
improve service reliability.  An
increase in the minimum, design

insurance against line damage and".
failure due to wind and sleet. At
the same time, it will provide an
additional margin for future load
growth at a low increment:cost.
Minimum standards should “be

established for. new construction g

and:for all facilities replaced for

.capacity reinforcement. The entire
~ distribution system and-transmis- :
.sfon ‘system should be reviewed.

An.important factor, to consider:
here .is that if, in the ‘case:of.a:

-major area outage, the amount,

of trouble can.be -cut in half, the
cost_of.restoration and’the-dura
tion -of - customer : outages.ican ;b
reduced to ‘substantially: Tessithan;
half. .This: comes’ about.. through At

‘service

of -

voltage flicker, The resistance
component can be reduced and, by
the usz; of ' capacitors ‘along the
lines; “the : reactance ‘component
can be controlled so that the
combination of these two will pro-
vide a:considerable improvement
in both voltage regulation and
flicker. Both of these will require
greater attention with the higher
customer loads’ and -their con-
sciousness of service abnormalities,
Impnjoqu' Community Relations
It 'is increpsingly -evident that
more time and effort;must be de-
'voted 1o community ' relations in
parellel with the expansion of our
systems. The, maintenarce of our
existing facilities and the installa= "’
tion of new facilitiesirequire that
more ‘careful consideration be:
given to our- relations with the
commiunity- us ‘population” density
inereases. ki S g
Along ' the ‘highways a method
must “ be found -to  provide im-
proved appearance; Many of the-
highway systems now-being built
or planned have both physical and '
legislative barriers to'a continua-:
tion ‘of present methods-of utility
installations. “A ‘multiple:
pol€  line “with ' services
across the new super highways, as
well""as " 10 “near-side -residences,
will be less tolerable. Two pole
lines, one on each side are not a
good :answer. - Rear ‘property lines
provide. a: solution under some
conditions but-are not.a panacea.
There *has ‘been a considerahle
amount of ‘work done to develop
a satisfactory system'using ‘either:
combination - underground - over-
head, or all underground facilities,
ut .the' economic ' penalties -are
igh. A number-of solutions may
ultimately be worked out, deperid-
ing-on the local conditions;  but
they imust -meet the needs: and
interests of .all, = * i :
- New’ and :improved

circuit™

-highwa)fs

© require new high intensity. street

li_ghting.‘ Once - again ‘the type of
fixture, the-pole support; the sup-

mission and distribution line wiré 2 ly-10.it, .all become factors to

review. :One- of . the ‘major. load
builders is.going to be better high-
The present
luminaire -equipment ‘and lighting
methods are not-adequate: What-
ever is finally:'developed ' should
be: either attractive in appearance
or unobtrusive in the daytime and
provide .a high intensity. glareless
light at-night. .

.- One of-the problems. in ‘connec-
tion with-the load ‘growth of the
commercial 'and  domestic- con- °
sumer. is the inadequacy of wir-
ing on the secondaries and incom-
ing services and on the customer’s
property. . A’ possible solution is
an increase in the secondary volt-
age.. This is bei_ng tried in some

these installations should help to
decide this question. Lighting and
small appliances may be supplied
at the present voltage level with
major -appliances: and loads ‘such
as  air conditioning -and electric
heating supplied at a higher volt-
age.> .., . By ;
s Thereare-trying - times. akiéad |
as ‘the Jindustry- continues-‘in: the -+’

¢ to keep ahead of the expan-". * -

ion in‘the, use 6f our product. "It
“difficult ‘to :acceptthese accels st r:
eratidg »growth : ‘an y
healthy: The
n terms.of :t ]
mes.a conviction that:this growth i -
annot’eontinue, but instead must i .

o Thatten . gut.: Let® us banish this .

hought from ‘our-planning. ‘Géo-

two  factors.. First, ' outside ;help: metric. growth -and developnient
brought:in for emergency, restora- ‘show-up /in * many ‘natural ‘laws. *

tion will be unfamiliar:with. the:
territory and construction stand-
ards and therefore will work at a
much slower rate than.your:own
employees. - Secondly, the - effi-
ciency of the dispatching organi-
zation and the supervision will be
more nearly normal under -the

reduced amount of trouble instead:

of drastically reduced because of
long hours under- high stress and
the added burden of a large and
strange work force. .

Some. benefits. will also: be ob-
tained in lower voltage drop and

'J_us.t two' examples are the sensi-
tivity of ‘our- eyes to.light and our .-
ears to 'sound, which’are both*an .
exponential functiow.’ The-market - -
fqr energy"is .éxpanding in .many '
directions:and -our- promotion ahd -
sales: must ' be ‘geared /to” this ex= .
pansion. There'is no intention fo
give 't he-impression that load .
growth'will be automatic; ‘but:to
show that:the market has unlim- -
ited’ potential ‘for' development. .
Problems ‘of " financing ‘and . con-
struction of physical facilities face
us.” Each ‘of the fields of sales, fi-
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. te l}n'C;uex ‘must’ be dcveloped

and’_ grow

2. “nership
. “ufility  companies’ and’ with * the.’.
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nancing,. engineering and :opera-

tion: requires - capable -and. well .

‘informed employees “with man-~
,agement’ and. leadership of the

highest ealiber.” Ahead of our in- '

dustry are many challenging prob-
lems: that cannot be solved by
_using yvesterday’s methods. More
research, more pioneering and
progressive. thinking, more new

Qupporting Research
Ghuut the dcvelopment
ofrour industry there”
a .multiple’ partnerslup
'that has apceded pl‘()gIOSS comn- -
an‘powel and” reduced”
7 cost.” Thig’ isithé/traditional part-"
b’eween all “operating:

‘manufacturers Our' industry “has’
made AZ=ait ailable full -~information’
" on-progress and on dlfﬁcultxes ex- .
~perienced with new dev elopments
so' that: the knowledge', of “one ‘is”
“shared by-allAn active téamwork’
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Our Reporter on Governments

By JOHN T. CHIPPENDALE, JR.

.Yieldé in the near-term mouey
market.' continue -to rise and this
reflects the:helief that the Treas-

- ury will be making full use of the
long-Treasury bill in the May re-.

funding and new ‘cash offering. It
.is-evident. that: as -long as' the
budgetiis not.in balance and there
.are no immediate -prospects of this

: happenmg ‘the Treasury will have

-to be!in the: money or capital mar-
kets .ats very: regular intervals.
‘This does>not give either one of
*these* matkets - enough' time to
digest theiissues that' are offered,

whieh™. -mi€dns - that -an’ uncertain *
:whether they be offered for re-

“and cautious:fone will prevail.
“The* competitlve position ‘of-the
govct:nment bond mar ket has been

philosophy: Has-grown.up: between *

-ihe equipment:manufacturers aid
- the*utility. industry  with the ob-
‘ jective~of déveloping better. and’
“more - reliable equipment -and of "
- steadily. moving" forward "techni="
rcally and economically. This spirit

~must be fostered and strengthened. .

* and- the maufacturing industry en-
couraged’ 'to:expand’ these™: ad-

- vanced. developments “even more:

~aggressively.  "The electric’ utility .
:industry’ must expand its actiyities
-in‘the.tield of research, Greater
attention to applied research can
“produce results many. times
".greater- than-the -effort” and ex~=
pense invclved. . Scientific knowl-
edge-is expanding at an unprece-
" dented rate and constant vigilance-
“is-needed ‘to utilize new ‘develop- .
“ments promptly and :effectively.-
_The key to: the future of our‘dy-

namic¢ industry lies in -the most

" effective use of -science “and-tech-
nology. for: :the problems “ahead.
~We-must encourage: and”'support’
.research .by 'the  manufactuters
but: must z21so ‘provide” Teadershi;
Uinresearch .and development “in
the field “of applications’ of* Tiew
* techniques:"and " 'devices ““and " in*
! exploring new or a(hanced con--,
cepts not -yet ready for-commer--
“cial utilization. Economic research”
‘must be-intensified to determine
“how bect to, maintain  and. rein-
“force our economic health

¢ _In conclusion, I view.the future
- with great optumsm “‘The ‘prob-
‘lems we face are not fundamental
weaknesses.in our growth pattern.
Positive steps to meet our obliga-
tion and. assure ample capacisy,

'increased acceptability, adequate
' reliability - and .-higher ‘economy
‘- will: provide ia - healthy::base -on

whlch to- build: unhmlted growth. "

-Wins “Griffin” Award -

MILWAUKZE, Wis.-—William J.
Walter, senior at Marquette Uni-
versity from Wakefield, Mich.,
has won. the “Griffin Award”
- presented. annually to the finance
"student who:excels in courses re-
“lated to.investment banking, it
.was announced. Amounting to
- $100.00, the award was established
‘last year by . The Milwaukee
~Company.
« The firm has established an
identical annual “Griffin Award”
~at the Umver51ty of Wisconsin,
_The 1959 winner - has- not been
“selected as yet. !

In addition, both umversmes
‘received plaques: from the invest-

‘ment firm to be inscribed” with’

-the nameg of the winners.

Now First Monticello

MGNTICELLO, N. Y.—The firm
name of Rhulen Planning  Co.,
Inc.,, 217 Broadway; has been
-changed to First Montlcello Cor-
poxatlon

Baron, Black Adds

- (Sneciol to THE FINANCIAL CHRONICLE)
.+ BEVERLY HILLS, Calif.—~Max
-G. Hines has been added to the
.staff of Baron, Black, Kolb and
Lawrence Incorporated 253 North
Canon Drive.

~yhent

tain: mvestons are taking losses in :

“tHeése ° securmes ;and- putting -the
proceeds in+:tax-exempt -obliga-
tions.. The ‘tax
attractive’ ‘than
Treasur{es £

is available

Flequent Treasury Issues

A 'Price Depressant

" The dull:-'defensive 'tone ‘in ‘the-
gO\femment market appedrs to be:
caused by the growing attention’

that ‘is being given to the May
operation of the Treasury.which
will embody no‘ only the refund-

ing of matulmg issues but also the”

raising. of. néw money. There will
be.coming due next month $2,750,-
000,900 of special bills and $1,817,-
000,000 of cerfificates of indebted-
ness., Then: the Treasury will be
coming into, the market after ihe
refunding is. taken care of, for be-
tween’, $2,000,000,000 and* $3,000,-
000, 000 of- new money in order to
meetthe cash needs for.the cux-
rent; fiscal .year which -endson
“Junég .30.-7 ...

. The faét that the Treaeuly has
to be contmually coming into the
malket foreither refunding pur-
poses:or:-for the raising of new
funds does not ailow very much
time for the digesting of the issues
:whieh are used for these purposes.
Acwrdmgly, there is no improve-
ament” insthe"demand of govern-
.iS8ues’ . since there "is. no
shortage of these sccurities, and
if there should be any appreciable
price betterment in these obliga~
tions the Treasury will offer se-
curities that will put a ceiling on
the uptrend in these quotations.

Better Yields Available
In Other Securities

There is little doubt in money
market circles but what the Treas-
ury will make offerings whenever
possible, if only in token amounts,
of securities that will extend the
average maturity of the govern-
ment debt. This tends to limit-the
appreciation possibilities of the
government bond market since it
is evident that there will be no
shortage of -the debt lengthening
obligations. On the other hand, the
demand for such issues has not
been sizable for a long time, since
the usual buyers of these issues
have been stock minded for a long

_period because they are concerned
more : with hedging “against the

ravages of inflation.

Also,.the upward trend of taxes,
which is affecting the revenues of
many institutional investors, is not
offset by making  purchases of
government bonds, but by making
commitments in tax-exempt obli-
gations. Likewise, those institu-
tions that are not concerned with
tax protection can get a better
yield from corporate bonds than
they can from long-term govern-
ment issues.

Corporation Buying Coming
To an End
The coming operation of the
Treasury is expected to be  in
short-term issues mainly, with the

:underwriters - because,

=free yield:is more’
in
=~ ber banks-of-the Federal Reserve

long Treasury bill playing a fea-
tured role in this one. It is evident,

“however, . that: the government is

not going: to.'be able to sell these
issues indefinitely to corporations
by the method of having the com-
mercial banks and dealers act as
with = the
improvement -in'. business, these
corporations wiil have to use their

“liquid funds' not-only for the re-

building *of “inventories but also

-for “some: expanSion of facilities.
-This. ‘means :.that " eventually . the

deposit banks” will be the' main
huyers' -of “government - securities

funding .or new ‘money  purposes.

Reserves. of New York and

.Chicago: Banks to Increase

The:Senate vBanking and Cur-
r e ncy: Committee: unexpectedly

voted -last- week ‘:to . abolish the

central ‘reserve icity- classification
for reserve-reguirements of mem-

System.-The effect of this move, if
allowed: to remain’ in the final
version:of-the: banking legislation,
would-reduce the‘reserve require-
ments of the New York City and
Chicago : banks. Under  existing
conditions this -would - free about
$400,000,000 - of “reserves for the
New York City banks. At present,
the weserve:requirement for the
New York City and Chicago banks
is 18% of demand deposits. Banks
in other large cities have reserve
requirements of 16% 9% and this
figure would apply to the New
York City and Chicago banks
under. the proposed legislation.

Joins Taussig, Day
{Special to Tue FINANCIAL CHRONICLE)

' SPRINGFIELD, ., Mo.— Wallace
L. Preston has become connected

. with Taussig, Day & .Co., Inc.,

Holland Building.
With Dietenhofer Co.

{Speeial to Tae FINANCIAL CHRONICLE)

SOUTHERN PINES, N. C.—
Willis E. Kivette is with Dieten-
hofer and Heartfield, 670 South-
west Broad Street.

Robt. Lehman Named
Foundation Chairman

Robert Lehman, senior partner
of the New York investment bank-
ing firm of Lehman Brothers, has
been elected. Chairman of the
Board of The
Fannie and ":

John Hertz:
Engineering -
Scholarship.,
Foundation, at

“the second an-""

nual meetmci
of directors in

“Los An[.,eleé :

Calif. " !
Narned Pres-" -
ident  for ‘the
current year
1959 was Ed-
win L. Weisl,
partner,Simp-
son, Thacher
and Bartiett of New ‘York, and
Counsel for the United States Pre-
paredness Committee headed by
Senator Lyndon Johnson, of Texas.
John ‘D. Hertz, founder of the
educational trust, will serve as
Chairman of the Executive Com-
mittee. Other officers include
Harry N. Wyatt, partner D’An-
cona,-Pflaum,  Wyatt & Riskind
of Chicago, who will become As-
sistant Chairman of the Execu-
tive Committee and Secretary of
the Foundation; George E. Allen,
partner- Alvord and Alvord of
Washington, D. C., who will serve
as Vice-President; and Allan B.
Hunter, partner Lehman Broth-
ers, who will serve as Treasurer.
It is the policy of the Foundation
to elect the President and Chair-
man for one year. Those desig-
nated- may succeed to the same
office after a lapse of two years.

Directors announced the estab-
lishment of a Sponsored Scholar-
ship Program through which per-
sons, cmporatwns and others in-

Robert Lehman_

terested in ‘aiding ‘in—the defense .

of the United States could use the
Foundation’s facilities in grantmg
engineering scholarships in their
own names. All administrative

expense in connection with such’

special awards will be absorbed
by the Foundation. Subscribers
will be asked to contribute an av-
erage of $1,000 per year for four
college years, or to make a one-
time contribution of $4,000 for

‘members of ‘the Foundation.
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each scholarship. All such funds |
will be used only for scholarslup
grants.

During 1959 the program will
be placed upon a trial basis, and
the number of new sponsored
awards limited to 15. Ten have
already been applied for. Sub-
scriptions this year will be made
available only to friends of tlicfe

successful, the 'program will be

“opened in-the Spring of 1960, to

all' interested and 'qualified.
.The Fannie and John Hertz En-

.gineering Scholarshxp Foundatwn

was . established in  Septembef,
1957 by John D. Hertz, founder
of the Yellow. Cab.Co. and Hertz
Rent A Car System. It was. cre-

-ated- in-response to reports. that
‘Russia was producing engineem
‘at a 100% faster rate than the

United States. ‘'Through the Foun~
dation, the entire multi-million
dollar fortune of the Hertz family
will be devoted to the training of
qualified and needy engineering
students who will pledge to make
their skills available for the coun-
try’s defense in -the event of 4
national emergency. The amount
of scholarship awards varies with
need.. Awards may be used for
sustenance, where called for, as ~
well as for tuition and the usual
school expense.

.Earlier this year an administra~
tive office of the Foundation was
established in Los Angeles at 1314
Westwood Boulevard.

‘Directors of the Foundation are'
George E. Allen; Victor Emanuel,
President of Avco Manufacturmg
Corp.; Leonard S. Florsheim, Chi=-
cago industrialist; Arthur = Han-
cock, Kentucky horse breeder and
agriculturist; Fannie K. Hertz;
John D. Hertz J. Edgar Hoover,
Director-of the Federal Bureau oé
Investigation; Allan B. Hunter
and Herman H. Kahn, partners
Lehman ; Brothers; Robert Leh-
man; Floyd B. Odlum, Chairman
of the Board, Atlas Corp.;.Joseph
Rosenberg, retired West .Coast
banker; Edward Teller, Director
Livermore Branch of .the Law=
rence Radiation Laboratory, Uni-
versity of California; Edwin L.
Weisl; and Harry N. Wyatt.

With Pacific Northwest -
EUGENE, Ore.—Robert P. Car-
lon is now with Pacific Northwest
Company, 11 West 11th Street,

a submarine under the North Pole

amachete in Hawaii

a pistol in Tanganyika

a helicopter over Brazil

The world-wide prestxge of Connecticut products and workmen
attracts new. industry to the state, encourages diversification and
stimulates expansion.

\ . THE HARTFORD ELECTRIC LIGHT COMPANY
Serves the busy metropolitan areas of Stamford, New London,
- Hartford and Torrington. Annual Report on request.

176 Cumberland Avenue

Wethersfield, Consecticut
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Continued from page 14

New Dimensions in
The Electrical Future

financially far greater considera-
tions of life, performance and
gervice, Recently, this problem
was compounded by the decision
of the TVA to buy its first tur-
bine-generator, and its largest,
from a foreign manufacturer.

Prices and Productivity

We -are hearing a good deal
{hese days to the effect that pro-
ductivity increases are causing
unemployment. This might be a
valid argument if the American
consumer consumed at a fixed
rate, but he doesn’t, The fact is
that improved productivity means
TFowered prices . . . lowered prices
mcan increased consumption ., . .
.@nd increased consumption means

increased employment. It is.

growth through productivity- that
has made eight million new jobs
In the past 10 years and has put
snore than 63 million of our peo-
‘ple at work at record-high wages.
‘¥t is productivity that has enabled
.. us to double the amount of goods

wc produce and consume every 25 -

years, and only productivity can
cnable us to continue to do that
‘In the future. It is productivity
fhat makes us equal with the
vastly greater manpower of the
nations that threaten us.” When and
#F this nation ever acts to curb
-fts productivity gains for any rea-

-gon whatsoever, we are finished.
~ment development and manufac-

®s a world power.

We are also hearing a good deal
ithese days about industry ‘being
"@ble to_afford to pay wage ' in-
‘ereases in excess of productivity
~without raising prices, financing
the added costs out of profits. Un-
fortunately, that is what has been
‘geng on—at least in the electrical
equipment industry,. In the five-

¥year period 1952-1957,. the mar-
ging in our industry declined
about one-third as a consequence
of financing a cost-price squeeze
‘'out of profits. The simple fact is
‘¢hat, in our economy, every
man’s income jis another man’s
cost, Every increase in wage costs,
unless and until matched by an
Jdncrease in productive efficiency,
ds an increase in the cost of pro-
duction. These costs must be re-
covered in increased prices, If
‘Endustry were to pay a wage in-
crease each year 1% in excess of
fmprovement in productivity, and
without any price increase, . the
dast dollar ‘of corporate profits
would disappear sometime around
‘the early spring of 1970. And if
that happened, the problems I
#ave discussed would have com-
pletely disappeared, because we
would be enveloped by an eco-
non_nic*al and “political system in
‘which such problems are not per-
mitted to exist, and, further, in
which neither private business nor
free labor unions are permitted
4o exist.

These problems we have—these
problems of spiraling costs — of
‘Wwage rates outrunning productiv-
ity gains—of wage increases ¢ost-
§ng us out of competition with
foreign producers — these prob-
Jems are larger than our indus-
fry. They are national problems,
Dbut our industry—the future of
our mdu_stry~is intimately con-
«<cerned with how our nation meetg
#and solves them,

Offers Suggestion

Since I have posed the prob-
dems in the first place, may T close
by suggesting, briefly and in all
humility, a course of action we
#might take? LT

Speaking as a representative of
‘the electrical industry, I suggest
'that.'- we tackle "the problem by
«dealing forcefully with the two
basic factors of the inflationary
=equation: acceleration of the up-
‘ward trend of productivity, and
scontinued resistance to wage in-

- L2d o

creases exceeding the rise in pro-
ductivity.

What can we do to increase the
rate of productivity increase?

First, we can assure that the
tradition of our industry in this
regard is maintained. The ag-
gressive pursuit of this tradition,
by the electric utilities and the
electrical manufacturers, has pro-
vided the American economy a
shining example of close custom-
er-supplier cooperation making a
striking contribution to an im-
proved standard of living and to
the fight against inflation, This
long-term cooperation, aimed at
constantly more efficient genera-
tion, transmission and distribu-
tion of electrical power, is some-
thing of- which we ‘can feel jus-
tifiably proud,
* I pledge Westinghouse to con-
tinued efforts, not only to main-
tain this tradition, but also to en-
hance it. -~ As. evidence of this
pledge, in spite of the cost-price

squeeze of recent years, and in’

spite of the temporary lull.in our
business with utilities, we are

currently spending, for apparatus.

research and development, sub-
stantially more tham we have in
the company’s history. Also, we
will have 'invested during the
five-year: period 1957 to 1962
more in facilities for utility equip-

ture than in any other period in
our history, to improve our tech-
nology and to make sure you can
get deliveries when you need the
equipment,

There- is another effort we can
make jointly as a contribution to
accelerating the rate of produc-
tivity in this country. American
industry “is .the mutual customer

of both the producers of electric’

power and the producers of elec-
tric power equipment.  We can
make common cause.in an inten-
sified program to increase indus-
trial productivity through power-
ing up. We have a magnificent
opportunity to promote jointly,
even more intensively than we
have to date, a higher rate of
mechanization . of the ' nation’s
manufacturing facilities through
greater use of electric power. In
this effort, too, I pledge the pow-
er industry the full cooperation of
Westinghouse, not only in our
sales activities,” but also in en-
larged research and development
programs dedicated to the crea-
tion of new concepts of electrical
automation,

With respect to the other fac-
tor in the. equation of inflation:
we must hold the line on wage
costs; we must resist increases in
excess of productivity. I must
confess that this job involves some
problems that our efforts to im-
prove productivity do not. One
of these is the development of a
public awareness of the vital
threat to the security of our econ-
omy posed by inflationary wage
increases. As corporate citizens
we will do our part to this end.
But the nation’s  electric power
companies, with their intimate
community relations, and ‘with
their close and frequent contact
with the public, are in a unique
position to help create a climate
of public opinion essential to cor-
rection of this massive problem,
Inflation cannot be licked unless
we dedicate ourselves to this pur-
pose.

Closing Summation

In closing, let me say that while
we face great problems, with the
rich .talent available to. us,. with
the spirit of cooperation we have
established, we face even great-
er opportunities.

Not since the days of George
Westinghouse and Thomas Edison
have so many new and exciting
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things been happening so fast in
this industry of ours, It is work-
ing with new products and proc-
esses, new machines and methods,
and most important, with new
ideas and concepts and principles.
In atomic power, we are all work-
ing in a whole new art. s
Today there is almost no limit
to what our technology can
achieve, whether we apply that
technology to industrial machin-
ery or to household appliances,
to electrical apparatus, or to the
control system for a guided mis-
sile. This is true, above all, when
we apply technology to electric
power—that product of our indus-
try which a philosopher has called
“the most beautiful, the most ver-
satile, the most powerful and the
most docile force that man has
ever had under his control.”
Beyond that, industry needs and
wants what we have to sell, The

Continued from page 15

The Ameri

public needs and wants what we
have to sell—and the public to-
day has a huge pent-up purchas-
ing power and the highest per-
sonal income in its history. And
we have the programs to stimu-
late more widespread use of elec-
trical power. These programs—
Live Better Electrically, Power-
Up, The Adequate Wiring Pro-
gram, the Gold Medallion Home,
the Total Electricc Home, among
others—will not only benefit our
industry; they will enhance
America’s standard of living, and
increase the dignity of the Amer-
ican worker,

But in the final analysis, the
outcome of these efforts, and all
of the others we are making to-
gether, is dependent on a solu-
tion of the overriding domestic

..economic problem of our time—

inflation, and the evils that ac-
company it.

can Way

In Tomorrow's World

So long as your visits are inform-
ative and helpful, you cannot visit
our offices in Washington too
often,

To continue in 'this practical
vein, you are not going to win
issues or stave off disaster with-
out votes, and you do not have
them now. Although the climate
of opinion with regard to your
industry in Washington has im-
proved compared to earlier years,
it ‘has' not improved enough to
prevent your industry from Josing
ground. I must say you have been
remarkably successful -on . the
whole in Washington. And this,
in spite of the fact that your in-
dustry has only a minority of
staunch supporters in ‘the Con-
gress.

It will take votes to stop the
trend, I am not suggesting that
you run for political office or sup-
port candidates of one particular
political party. - But I do suggest
you maintain a continuing interest
in the philosophy of those who
seek office.

Most: legislators who continual-
ly support -ideas and . legislation
that lead us nearer the welfare
state would be highly indignant if
accused of undermining. our.free
enterprise system. But their votes
are the more detrimental because
the result chisels. away at our
system of government a little at
a time while pretending to sup-
port it.

So far we have not even
touched on labor and I am sure
you would not expect me to speak
to you without mentioning the
subject. Certainly it ties in with
some of your problems that we
have been discussing.

Denies Charge of Labor-Baiting

Some labor leaders and some of
my colleagues consider me a
labor-baiter. I am not. I defy the
contention that '‘any man in the
labor movement or in Congress
has any more concern for Ameri-
ca’s working men and women,
both union and non-union, than I
have. My concern is for the
worker. I fear some of my critics
—those who parade as the cham-
pions of labor — are more con-
cerned with the personal ‘power
of the labor boss and the influ-
ence he may have on their polit-
ical fortunes than they are in the
welfare of the worker.:

I am not against the labor lead-
er so long as he is the duly elected

.representative of labor and con-

fines his activities to those things
that concern the ones he repre-
sents, Where we part company is
when the labor boss uses his posi-
tion to defraud those he repre-
sents and to promote his own
political ambitions,

‘As you know, I am a member
of a Select Committee of the Sen-

ate—the McClellan Committee—
investigating labor - management
affairs.
have turned up are scandalous.

Laboring people — members and’
non-members of organized labor.
—have been 'intimidated, beaten,

and murdered. Money extracted

from union members has been in it It

borrowed, never to be returned,
or stolen outright.

candidates for public office.
Criminals have held high. office
in labor organizations. Criminals,

thugs and other racketeers have’

used organized labor to force their

will on -employers and on em-

ployees who wanted no part of
them, Unfortunately, some em-
ployers have connived with un-
scrupulous labor leaders to sacri-
fice. the welfare of the working
people. . . '

These things should be cor-
rected by Federal law and yet as

widely as these sickening atroci-.

ties have been publicized over the
past three years, remedial legis-
lation has yet to be enacted. You
wonder why? The answer is very
simple. The leaders of organized
labor have become so politically
-powerful they are able to stop or
to tone down proposed legislation
to where it will not do the job.

Do not-infer from what I have
said that I.think all leaders of
organized labor are.bad. Quite
the contrary. ‘The rotten apples

we have dug out. of the barrel.

comprise a very small percentage
of those connected with Ilabor.
But the disturbinig thing to me is
that even upright leaders oppose
corrective  legislation because
they are afraid it might infringe
on their power.

Let any organization once ac-
quire power, it will fight to keep
it—that goes for either businesss
or labor. There was a time in this
country when business became too
powerful politically. It abused that
power to the extent that the peo-
ple in righteous wrath clipped its
wings. Now labor has reached the
point where its powers must be
controlled, otherwise we will soon
be under a labor government, ir-
respective of what political party
brand it may use for the purpose.

The State of Michigan has been
taken over by labor through its
control over the Democratic Party
in that State. But labor is not
satisfied with Michigan, It spent
millions of dollars last year to in-
fluence elections in other states,
including my State of Arizona,
and over-all it enjoyed an alarm-
ing degree of success.

Notes Divisive Union Stand

Now where does all of this fit
in with electric company prob-
lems? Organized labor should
have no specific interest in pro-

oy (ST WBaie 1

“principle’ aside in,

Union money
has been used to elect or defeat

moting : government: power. Its
interest really should be with the
electric. companies. - You- furnish
85 0r-90% ‘of union members with
their personal - power require-
ments,: to “'say nothing ‘of the
power they  use on ‘their jobs to
increase - their . productivity. I
understand. the ‘unions 'represent-
ing your employees have publicly
opposed any. expansion of govern~
ment power — Federal,-state, or
local.. They -have found their
members.fare much better -under
company ownership: and operation
than they. do under government,
One would think with this he- -
ing the case, other unions not di-
rectly connected with the electric
power industry would:take the
same position. But they have not.
They oppose the things that might
benefit workers-in your industry
and support all types of govern~
ment power. They do this in their
publications, and “before commit-
tees of Congress.

Why . do” they? ; Obviously - this

~ .stand.'fits. into%the, general pat-
. tern of.seeking: political favor by
- .seeming. t6.give. people something:

for nothing. *\Too’, often, people
seeking power-are willing to cast -

nthe interest of /
politicalexpediency el

" Governtent . po r,«ls;ﬁéfédé{i %

“as giving.something to the people
Some. of the things we.

as their du€."“It matters not .that
the ‘majority: have-to.pay for it
through. taxation'. to give ‘to 'a

A\ theery is “bait
“Thére .is’ nothing new -
as, used:in“ancient times
g.used.today. Votes
f- tifiion : leaders
{11 election . of : publi¢
officials,,they, byild "up their own
political ‘power . and’ that, is .their
objective. sIf you. have to be sac-
riticed in'the;scramble, that’s: it.:~

These "ar¢; among . the reasons
why ‘it ‘is $o important for us to
re-define. and re-state our, values.
We can do this and we must if we
are to.survive. .

Where  have. 'we, fallen. .down?
Why 'is- it that’ consérvatism—be-
lief in-the ultimate importance of
the ‘individual ‘human being—or
{ree enterprise—call it what you
will, finds itself on thin ice today?
It is not that-our principles have
failed,” but' rather that we: have
failed to translate them and make
them ‘meaningful in’ terms.of to=
day’s” problems. "As certainly as
we sit here today, if we don’t-find

-the -answer’ to . this, we: won’t be
“here " tomorrow ~and-‘there. won’t
' be.any, private electric:companies,

The core  of ‘this problem,: it
seems to me; is to decide, and to
help people decide, where to draw
the line on what the-goverriment
should .do.and-should not-do. - The
answer “is- not 'to~have "the gov-
ernment do nothing, but to have
the government do the right thing.

One thing we have failed. to

point out convincingly ' is  that

government programs are always
directed at the group and tend
to submerge the individual. Yet
when we lose sight of the indi-
vidual we destroy all the im-
portant values we cherish.

We only. have to look around
us to see how far we' have gone
in this respect—growth of con-
formity, the decline of individual
incentive, the search for security
at all costs — these things are
everywhere.

The philosophy of some leading
labor officials is the perfect ex-
ample of what happens when the
individual is lost sight of in the
search for security for the group.
Labor has directed its attention
at getting the most benefits, the
most security for its group, and
within its own framework has
deprived the individual of liberty,
freedom, and individuality, Where
laws permit, the laboring man is
deprived of his right to work une
less he joins a union. 'In many
unions he has no control over his
union dues and is often de=
prived of the right to elect his
own officers. He is deprived of
recourse to law and justice

through fear of brutality from

.
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union leaders. Often he s de-
. prived ‘of: his*right to, Aeed his
“family ~when'‘ordered -out - on
strike, no  -matter how hard
pressed” he might be financially
and-irrespective of ‘his individual
desires. C- i

It becomes urgent for us, there-
. fore, to swing the focus of atten-
tion back to the individual as an
individual.

Obviously we. cannot lose sight
of the material needs of people,
but until we rediscover the indi-
vidual, we will not make progress.
Government cannot be a friend of
the people if it ignores, the indi-
vidual.

Where then do we draw the
line between government doing
things for all the.people. and. the
individual doing things for him-
self? It seems to me this Admin-
istration has developed at.least
one standard to guide us; namely,
if: people. can. do.“something .for
themselves then there.istno need
for government to do:it. i 1.7

2 Clear-Cut Test . - ..~
. ~Now :the electric: poiver: field' is
one clear<cut area 'in; whichi this
-line can-be drawn,: You:know ‘as
well as-I do that there is:no'need
for: the . government to:assume’ a
: full ‘and complete: utility- respon-
sibility. “Here, without  question,
people- themselves  are . able:to
supply the nation’s elettri¢ power
needs. b i
This is. where your 'interests
merge . with’ national' policy ~and
‘this - is- where -your ~most  vital
problem: of -communication lies.
And’ this ds why it ‘is' important
that you continue to exist within
the framework of free enterprise,
not because you are free enter-
‘prise, but .because you are not
government. ; A
.. As long-as you are not govern-
ment - you still ~stand: for those
values which place the individual
first, which -offer him the great-
‘est’ opportunity ‘for material and
intellectual ‘growth-‘and,: conse-
‘quently, “the ‘most ' freedom and
.%)rxl'pgress. Government ‘cannot do
4 ls‘ v o 5, P 3 e
* If ‘attimes I have given you
‘cause “fof pessimism;-dom’t think
for vone:minute: that:I am- pessi-
mistic.“In what.I>hayve ‘been out-
1ining I-see.hope’-for the con-
servative cause.. We know. .with
“unshakable . certainty that what
we believe in, is good: The pseudo
liberals,. ‘who." argue. continually
“for.greater government’ responsi-
‘bility, have nothing .to-offer ex-
‘cept-more ‘and -more’ government.
- This -is “the’ ohly 'road-they ‘can
- take if they remain irue to- their
* ‘philosophy. “The. ultimate "result
'of this -eourse is so -obvious it
needs no elaboration. -
We conservatives ‘on -the: other
hand :offer ‘the -only . opportunity
to’ go ‘forward. Our beliefs -are
founded on proven results—val-
ues which have never failed in
the past. Conservatism is based
on ‘the belief that only to the
extent the individual’s whole per-
sonality is developed to its ulti-
mate potential can society ad-
‘vance ‘in the best interests of all
. the people.' The reason I am op-
timistic' is because I know that
what we stand for is sound. Let
us never weaken -in this belief.

‘New Slayton Office

ST. LOUIS, Mo.—The opening
of a Chattanooga, Tenn. office of
Slayton & Co., Inc., has been an-

- nounced. by - Hilton: H. Slayton, -

President. .

At the same time, he disclosed
the appointment of James H. Guf-
fey as District Manager, and Su-
pervisor of the new office which
is located at 727 James Building.

" With Midland Investors

(Special to THE FINANCIAL CHRONICLE) |

COLUMBUS, Ohio—Floyd G.

* Barnett, William FE. Harper, Lyle

-D. Irvine, Edgar J.' Owen and

Emerson C. Wollam are now

with Midland Investors Company,
East G%?' Street. . .
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As We See It

for whatever unemployment now exists or is likely to
exist in the months immediately ahead. The officials and
others that they would like to have carry the blame for
it all are not free from responsibility, to be sure, hut
their fault lies in the fact that they have been doing a
great deal too much of the sort of thing that Messrs.
Meany, Reuther and the others would have them do now.
Business generally has recovered much of the larger part
of the headway it lost during the recent recession but
many of the men formerly employed in industry are now
unable to find work to their liking at wages that their
union says they must get. The reason? Obviously business
has found ways and means of getting the work done with
fewer men. It has spent millions, yes hundreds of millions-
for expensive and complicated machinery and other de-
vices in order to produce what the people want at less cost.

Of course, far-sighted businessmen would in any
event have taken advantage of advances in technology to
reduce costs in every way they could, but modern equip-
ment costs a great deal of money. It becomes effective in
reducing costs in a good many cases chiefly for the reason
that the cost of doing the same things in any other way is
even more expensive as a result of excessive wages, and
the hundred and one restrictions imposed by organized
labor which does not have to trouble itself about the anti-
trust laws. No one can, of course; say with great precision
just how much of the so-called automation and the like
that has been so widely adopted by indusiry would have
been profitable and would have been installed had the
wage earner been more tractable and more reasonable in
his wage demands, but there is no room at all for doubt
that the tremendous movement toward greater and greater
mechanization in recent years owes a substantial part of
its vigor to the policies and the activities of such union
leaders as Mr. Meany and Mr. Reuther.

' They Had Help .

Of course-these labor leaders could not have been so
effective in creating conditions which have contributed so
materially. to present-day unemployment’ had - they not
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women but because they produce goods or services that
the people want ‘at’ prices people. can:and are willing to
pay. Full employment or a state in which there is a mini-
mum of mén and women who can not find work is not of
itself any indication of an ideal state of affairs. There is
usually no unemployment at all in the backward coun-.
tries we are being asked daily to assist. Full employment'
is an unmitigated blessing only when ‘all who wish to
work are engaged in the production of goods and services-
actually desired by consumers in the amounts being pro-
‘duced—and at the prices asked. A properly functioning’
industry would as a matter of course keep us all as busy
as we want to be. The nostrums now prescribed for un-
employment would do less than nothing to promote a
properly functioning industry. '

Scientific Products

‘Stock at $2.50 a Share

R: G. Worth & Co., Inc., of New
York City, are publicly offering

to bona fide residents of the State *

of New York an issue of 95,000

shares of common stock of Popu- |

lar Scientific Products Corp. at
$2.50 per share as a speculation.
Popular Scientific Products

-used for the promotion, manufac-
ture and sale of an individually
foil-wrapped pure chocolate vita~
min cube and other products.

Two With Mason Brothers

(Spccial to THE FINANCIAL CHRONICLE) =
OAKLAND, Calif. — Hugo" A.
Carissimo and Frank W. Enos are
now. with Mason  Brothers,. First
‘Western Building, members of the
Pacific Coast Stock Exchange. Mr,

Corp. was incorporated in New
York on Jan. 28, 1959 for the pur-
pose.of .manufacturing and mar-
keting.consumer (packaged goods)
products to be sold to a mass mar-
ket, basically through the medium
of supermarkets, chain drugstores,
ete.

The net proceeds from the sale
of the. stock are intended to be

Enos ‘was formerly with Franlk
Knowlton & Co. Zaly . ¥

With Powell, Johnson ' .’
(Special to THE FINANCIAL Cnxorhcl.z) ‘
PASADENA, Calif—Edwin N.
Petersen is now connected with
Powell, Johnson & Powell, Inc;,
Security Building. i

~had the support of the politicians in Washington who long’ -

ago saw to it that they need not trouble themselves for a

‘moment about competition or the lack of it-among the
nnions ‘or among the wage earners. Neither could they:
have succeeded time land time again to force higher and.

higher wages for less and less work—to the serious dis-
advantage of the consumer—had not Franklin Roosevelt
and his followers so successfully popularized false notions
about insuring prosperity by adding to the “purchasing
power” of the wage earner. Nor could they still be at it so
effectively had not the present Administration fallen so
nearly in line with the teachings and the programs of the
New Deal and the Fair Deal. In that sense, the unem-
ployed today can with justice lay some of the blame for
their plight at the doors of the politicians. But it hardly
lies in the mouths of these union leaders, such as Mr.
Meany and Mr. Reuther, to accuse any one of anything in
this situation.. '

It is further a fact that the steps that these self-ap-
pointed spokesmen for the unemployed would have the
government at Washington take for the avowed purpose
of putting these men back to work could not fail in the
long run to create a situation worse than it is at present.
The fact is that we have in precisely this way built up a
state of affairs in the industry of this country which ap-
pears at one and the same time to stimulate demand for
more of the same medicine and to render it quite certain
that not good but ultimate harm will come from the
therapy. It is, of course, well known that these labor
leaders ‘with the blessings of such “liberals” as Senator
Douglas and Congressman Bowles (to mention but two of
the many now in Washington) would like nothing better
than to have the Administration, subsidize many other
elements in the population, pour borrowed funds into all
sorts of strange programs, and finance it all at low inter-
est rates by the simple process of manipulating the credit
system. In that direction disaster lies.

Time for Better Understanding
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It is time we got a better understanding of this thing =

we call unemployment and of its causes and remedies. The
beginning of wisdom would be a realization that industry
does not exist to give employment to anybody. It exists
to give a profit to those who invest their funds and some
of their energy and initiative to create it. They expect and
are due that profit not because they employ men and
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Warns on “Blank Check” for TVA

Guaranty Trust Co. sees dangerous precedent if Congress
should authorize public power agency to finance capital needs
via revenue bond issuance. Contends TVA operates under
conditions that make a mockery of so-called “yardstick idea.”

A dangerous “blank check”
precedent may be established if
Congress authorizes the Tennessee
Valley Authority to finance _1ts
new requirements for outside
capital by issuing revenue bonds
to the public, according to the
Guaranty Trust Company of New
York. i

“It is not difficult to picture
one Federal activity after another
being allowed to escape from Con-
gressional and budgetary controls
and achieving the financial and
executive autonomy for which
bureaucracy always strives,” the
bank said in the April issue of its
business and economic review,
“The Guaranty Survey,”

“To the extent that this oc-
curred,” Guaranty pointed out,
“the Federal budget and the pub-
lic debt would become increas-
ingly meaningless as measures of
the true scope and financial posi-
tion. of the government, and the
people’s credit would be pledged
and the people’s money spent

- with less and less supervision by -

the people’s elected representa-
tives.”

If the pending legislation to
authorize TVA to issue and sell
‘up to $750 million in bonds should
be enacted, Guaranty said, “TVA
‘would find itself in possession of
a Congressional blank check
which would free it from most of
the controls and safeguards the
government customarily and
properly exercises over its agen-
cies.”

Continued from page 12

Moreover, the bank noted, pay-
ments to the government on its
$1.2 billion appropriation invest-
ment in TVA would be subordi-
nated to payments to bondholders.
TVA could extend the repayment
period to 120 years as compared
with 40 years under present law.
No provision whatever is made
for repayment of or return on the
government’s - additional invest-
ment of nearly half a billion dol-
laxrs in TVA’s power facilities
derived from net income accumu-
lated over past years.

The pending legislation would
accomplish little toward making
TVA the “yardstick” for power
rates that it was originally sup-
posed to be, Guaranty said, noting
that “it has always operated under
conditions that make a mockery of
the ‘yardstrick’ idea.” TVA's
rates are less than half the aver-
age for private producers, largely
because of freedom {rom Federal
taxes, the bank said, and because
it pays to state and local govern-
ments “in lieu of taxes” substan-
tially iess than a private company
would pay. s

“Altogether the pending legis-
latien would have little effect on
these special privileges,” Guaranty
said, “The ‘yardstick’ excuse for
public power would still be as
unrealistic as ever. The taxpayers
of other areas would still be pay-
ing more than their fair share of
taxes, because the consumers of
public power would still he pay-

ing less than theirs.”

An Analytical Review of
“"The Retail Trade Field

have fluctuated from a high of
$23.6 billion on an annual basis in
the third quarter of 1958 to a low
$16.8 billion in the third quarter
of 1955. Here. levels of employ-
ment and trends of hiring and fir-
ing tend to have an impact. While
this has had some effect, the fact
that despite rising unemployment
during both the past two reces-
sions, and even currently, the ac-~
tual level of employment has re-
mained very high and hence retail
volume has been well maintained.

‘What Is Retail Trade?

The generalities about retail
trade, like any other generalities,
tend to cover a multitude of vari-
ances which are of basic impor-
tance to the investor. In the first
place the term “Retail Trade” is
so broad that it masks the rather
widely disparate types of opera-
tions that occur in this field, We
have all varieties of activities
from the sales of automobiles to
the sale of aspirin, and all kinds
of stores from the huge depart-
ment stores to the neighborhood
grocer, Nor-have they all done
equally well by a long shot. For
example, whereas apparel stores
in 1946 accounted for 8.7% of
total retail trade, by 1956 they
had - dropped down to 6.1% and
slumped further in 1957, although
they may have picked up frac-
fionally in 1958. Variety stores
have made an equally poor show-
tll;!ﬁ going from 2.68% of total re-

sales in 1942 to about 1.5%
in 1957. On the other hand, food
stores have held relatively stable,
rising nicely last year. Depart-
ment stores, after falling badly
from the end of the war until
1955, have held steady since then,
and in the past year probably
gained a bit of the total retail pie.
Actually, on a per store basis, the
&ain is even greater than shows
up on the over-all basis as a con-

7 e

siderable - number - of marginal
stores have been eliminated.

Diverse Opportunities

What does this mean to us? It
means that investing in retail
shares should be discriminate, and
that a statement that the outlook
of retail trade is good, or bad,
does not pertain equally to all the
divisions. Or to put it more
bluntly, the grocery chains have
proven, on the whole, to be
highly attractive investment situ-
ations, as have the better depart-
ment stores, while the variety and
apparel stores had best be
avoided, Nor do I think that this
has changed. Other changes will
undoubtedly occur in the future
and now such stores as thé hard-
line automotive supply stores may
be coming into their own.

Even within the favored or for-
tunate groups there are widely di-
verse showings. This is easy to
understand. Retailing is above all
dependent upon the quality of the
management. When the steel
business is good, all of the steel
companies benefit, although, of

course, some more than others. .

This is not true of the retail pic-
ture. To give you a little local
example—10 years ago in an area
of a few blocks on Fulton Street
in Brooklyn, there were six major
department and specialty stores,
They were all well established,
all obviously influenced by the
same  level of purchasing power
in the area, all available to the
same consumers. Loesers, Namms,
and Oppenheim Collins (Brook-
lyn) have since closed their
doors — whereas, Abraham &
Straus, Martins and Mays have
made excellent showings, ’
Let me merely demonstrate thig
on a larger scale. Using the aver-
age sales of 1947-1949 as a base of
100, we see that in 1957 Feder-
ated Department Stores sales were
88.7% above the base—whereas,

. department
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Interstate Department Stores
showed a gain of only 4.5% and
Gimbel Bros. only 24.2%. On prof-
its, the showing is even more en-
lightening. Using the same base
we see that Federated in 1957
was earning 84.5% more than in
the base period and Associated
Dry. Goods 34.7% more, City
Stores was earning 31.6% less and
Allied Stores 10.8% less.

The grocery chain picture . is
equally dissimilar although here
they all show sizable gains. None-
theless, whereas Food Fair was
321% ahove the base period in
sales, First National Stores was
up only 54%. Earningwise, you
have similar variances . ranging
from gains of 200.9% for Food
Fair and 214.7% for Penn Fruit to
a gain of only 35.9% for the A. &
P., although this latter -situation
appears ‘to be in the process of
being corrected. )

In summing up, one can say
that 1959 looks quite favorable for
the majority of the divisions in
the retail field. Purchasing power
has already reached new high
levels, notwithstanding the level
of unemployment, while the rising
number of hours worked and im-
proving outlook for business has
thoroughly restored. consumer
confidence. In addition, current
figures compared with the ex-
tremely poor ones of last year
show that the eyclical effect . is
quite bullish., Department store
sales thus far this year are 9%
ahead of last year while total re-
tail trade for the first two months
ran some 7Y% above a year ago
and when March is taken into the
picture, may make an even more
impressive showing,

While it is obvious that the ex-
cellent gains of the first- half will
not ‘be. continued percentagewise

" during the final and all important

months of the year, nonetheless at
this point, a good showing can
generally be expected. Again, 1

would suggest that representation

be limited to the better situated
stores, . mail . order
companjes, and. hard-line chains,
with continued interest expressed
in the grocery chains,

Brown District Managef.
For Broad St. Sales

CHICAGO, 1l — Robert H.
Brown has been appointed’a Dis-
trict Manager of Broad Street
Sales Corporation, with head:
quarters at o [

231 South La
Salle Street, it
has been an-
nounced by
Milton Fox-
Martin, Presi- .
dent of that
organization.

In his new
position, Mr.
Brown will
have charge of
the distribu-
tion of shares
of the Broad
Street Group
of Mutual
Funds through investment dealers
in Northern Illinois, Northern
Indiana, Minnesota, South Dakota
and Wisconsin." -

Robert H, Brown

Immediately. prior  to - joining-

Broad Street Sales- Corporation,
Mr. Brown was a partner - of
Brown, Bechard & Co., a N orfolk,
Va, securities firm ‘specializing in
the retail distribution. of mufual
funds. Previously, Mr. Brown was
a retail salesman with George B.
Powell & Co., Inc,, of Norfolk, Va,

To Form Schiff, Teller

. Schiff, Teller & Brown, mem-
bers of the New York Stock Ex-
change, will be formed as of April
23rd with offices- at 25 Broad

Street, New York City. Partners
will be Irving Schiff, Jack P, Tel-
ler, and Lester D. Brown, mem-
ber of the Exchange, general
partners, and Herbert A, Dann,
limited partner. ’ )

Continued from page 18-

Illusions Cost Too Much

edge of how to govern.: Even now
that democracy . is accepted by
many countries and has the secret
allegiance of millions' who - are
still suppressed by self-imposed
minorities—even now democracy’s
friends are not.certain that in any
real emergency, when great
knowledge, wisdom, and ‘self-sac-
rifice must be demanded of a
democratic people, they will jus-

tify their privileges ) and ‘rise to.

the challenge, i ;
Today democracy is being put to
the test—perhaps” the final and
decisive test. An old authoritari-
anism in new clothing now claims
that it alone can handle the prob-
lems of ‘this technological and
scientific age. The' uncomniitted
world watches the contest. Upon
us,. as the strongest’ democracy,
rests the responsibility of proving

that a democratic péople cgin gov=.

ern wisely, act promptly, an:
voluntarily  accept. necessary. sac-

rifices. In the cobntest -between’

totalitarianism and. democracy, we
defend our Western way of life
and not only our own freedom but
that of all free peoples.in the world.

In the hope that it will serve a
useful purpose, I should. like to
explore some beliefs that— in my
opinion—have become costly illu-
sions. No more can be.done in a
short speech than to probe around
the circumference - of i this large
subject and essay -a ~partial -and
tentative statement. It is not as
important to list allsour-iHusions
as it is to recognize-tze need to
take stock periodically and, if
necessary, to readjust beliefs;

habits, and attitudes to the reali- .

ties of a rapidly changing world.
I skall limit myself to a discussion
of illusions that arise trom what
I Lelieve to be
about our high standard cf living.

Our Most Dangerous Illusion

To raise’ this standard year
after year appears_to have becomac

our nation’s highest objective. It

is: widely believed..that ~we' have
answered.- every - guestion: one
might -raise about the- progress,
power, or international position of
the United States if*we can but
show that this year's .Gross Na-

tional Product exceeds last year's:

—never mind that this:year’s dol-

~lars have depreciated .in value! I
“should like to state emphatically
~that’ I regard the-belief that our

high standard of living guarantees
political -and military supremacy
—automatically, as . it were—as
potentially ‘our ‘most dangerous
illusion. ! E
. The inference we draw is in
the nature of a non-sequitur, or at
least one that needs.to. be quali-
fied 'in important respects. The
proper conclusion to_ he drawn
from the premise is that a, high
standard of living guarantees an
exceedingly pleasant and agree-
able life. It may also, provided
proper action is -taken; insure
political and military supremacy.
It all depends on how: the nation’s
industrial productivity: is utilized.
Of course; without such produc-
tivity - no nation. .can -today -be
powerful, for power depends upon
ability to producelarge amounts

"of complicatéd military hardware.

But- there the relationship be-

tween productivity and  power -

ends. When' industrial production
is largely ‘devoted to . consumer
goods and services, even a very
productive country may find itself
outpaced militarily - by another
whose over-all productivity  is
smaller but' coneentrated in .the
military sector. It is now no
longer possible.to quickly convert
manpower and industrial plants
from civilian to military produc-
tion when war threatens or has
already broken out. Not only will
‘there not be:time enough to do
this, but today’s armaments must
be produced in plants designed

i

migconceptions:

‘specially for the purpose. This is a
consequence of a revolution in
military technology that has enors
mously, increased the complexity
of armaments. . :

The nature of modern war gives
an ‘edge to totalitarian:countries
since they need not persuade their
people to forego comfort for pre+
paredness. The decision to do so
is made by the small group who
have arrogated to themselves the
life-long, job of ruling over their
voiceléss compatriots. It is natu=
ral for-this group to look. upon
their. country ‘as a ‘personal pos-
session to.be carefully developed
50 as to enhance its value. .Given
their' avowed :aim' of avorld con=
quest, the development of military
and. political ‘strength wvill neces-
sarily - take 'precedence over all
other developments.- Only insofar
as it contributes. to this “strength
will ‘the desire of their people for

.goods and services take on impor-

tance. Ordinarily, modern meth-
0ods of propaganda are- sufficient
to "keep the: civilian- standard of
living-at a low level; for propa-
ganda can délude people into be-
lieving that they are ‘better off
than others,  or that - sacrifice- is
necessary 1o defend the fatherland
against imminent attack. Thus de-
luded they will work obediently
for small personal gain.
- We used to think that 3 totali-
tarian economy could nerer be as’
productive as a free one. We must
now revise this.belief. Such an
economy .cun. be. more ‘pi oductive
in items that enhance political and
military ' power;. it will ‘probubly
never- be as productive in items
that enhance the people’s comfort
and. well-being. . Tt is-the former,
however, that. counts most in ‘the
Tace. for world supreinacy. s
_In"democracies the people ‘de-
‘¢ide—through their voting ‘power
~=how much. ¢f the national prod- .
uct shall be collected i1 taxes and
invested in'the public $ector “of
the économy; how much retained
to support a‘high material stand-
ard of living for themselves. Ex-~
‘cept.in periods of .national emer-
gency, it.is hard for all the people
lo feel that their personal fate is
inextricably involved \vith that of
their country and that in any.con-
Alict between personal advantage
and national strength, enlightened
self-interest must chioose ‘the lat-
‘ter..On the other hand, for'a small
‘group. of totalitarian rulers this
sense of involvement with their
country comes without conscious
etfort. Then again, it requires self-
'sacrifice ‘of a. high order for a
democratic people to decide vol-
untarily that they will forego some
of the fruits of their own produc-
tivity in order to safeguard  the
right of future citizens to live in
freedom and decency, whereas it
is easy for totalitarian rulers to
demand sacrifices of their people
since the rulers themselves do not
‘share in these sacrifices. “This is
only another way  of saying that
in a' democracy the state exists
for the people, whereas in a to-
talitarian country the people -exist .
for ‘the state. . This. fundamental
difference 1nust'be factored into
all. our attempts to compare’the
technological.- and” “productivity
levels of democratic” and. fotali-
‘tarian ‘societies. - . - u
- Cites Technological Paradox -
.. -What counts then is not produc-
tivity per se but how a nation’s
productivity is used. Strange as
it may seem to us, at the present
-state of - technological ‘develop-
ment; our high civilian standard
of living may prove an actual lia~
bility in the contest with the to-
talitarian powers. - And for 1he
following reasons:

First, by combining a high tech-
nological  level' in the scien=
tific and military sector with an

‘almost preindustrial standard ‘of

living for the mass of their people,
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modern totalitarian countries in
wartime get the best of both types
of civilization—the technical ad-
vantages of an industrial nation
with regard. to ability to wage
war, and the hardihood and resili=
ence of a preindustrial 'society
- with regard to ability of the civil-
ians to fall back upon their own
resources if need be, and to-sur-
vive. under hardships that rhight
break a more  civilized people
accustomed to modern amenities.

Self-sufficient communities, used
to a simple and frugal life, give a
country at war great, civilian
strength. To illustrate, let.me re-
fer to a book on Soviet Strategy
in the Nuclear Age by Raymond
L. Garthoff. He reports that, al-
though Russia in but a few months
during 1941 lost control of 40%
of her. population; 60% .of her
coal, iron, steel and aluminum
production; 40% of grain produc-
tion; 95% "of key military indus-
tries; 4 million soldiers and nearly
two-thirds of her tanks and .air-
craft, she was not beaten but sur-
vived and- eventually returned to.
the attack. This is not to.minimize
the " importance. of ‘the help she.
received from us. It is merely to
point out that Russia was, able to
bear = destruction = comparable : to
that of a nuclear war and. rally
again. We must not underestimate
the military advantage that totali-
tarian countries -possess- because

they combine advancedlevels, of -

technology "in" the public sector
with frugality in‘the ‘private sec-~
tor of their ecomomy. -

It is true that people used to an
affluent life have individual pos-
sessions; on, which they can draw
when war cuts. off or, reduces:-the
supply of civilian’ goods.” But they
have'also:become:so used to'com-
fort .that: they’ may. havetrouble
maintaining:morale and: effluency
if wartime shortages: lower “their
living, ‘standards too drastically. It
would seem prudent’ to’ play it
safe-and ‘count’ the ‘low . civilian
standard of living in’totalitarian
countries as 4 plus factor for them
which, we must ‘counterbalancé in
some’ way.

Excessively High Interdependence
A second reason why our high
standard of'living may prove a lia-

_bility is that the intricate system.

of interlocking economic relation-.
ships that maintains our affluent
society can easily be disrupted by
the breaking of-but a few links,
To illustrate this point, take the
family car, a key item in the
.American standard of living. Be-
cause we prefer to ride to work
n our.own car, mass transporta-
tion is not.commercially profit-
able and has, therefore, not been
adequately developed. Obviously,
transportation by private car costs
a great deal more in oil and serv-
ice than mass transportation, es-
pecially transportation by rail
which utilizes fuel far more eco-
nomically: than automotive trans-
portation. If the oil supply were
shut off or limited by the enemy
in wartime, some American com-
munities; would . find themselves
without-adequate means to trans-
port workers from home to plant
or office.

Most Americans. now live in
huge metropolitan belts which are
spreading across the countryside.
When population density- reaches
a given point, there is simply not
enough room within the modern

megalopolis to accommodate both~

man and.his private ‘car.- Flight'
from urban. centers into-the sub-
urbs is no solution; it merely ag-’
gravates the morning and evening
rush. Transportation by private
car becomes increasingly costly in
time and money. In peacetime
this can be borne but in wartime
our dependence on private trans-
portation by. automobile could
prove a liability. So far we have
not - drawn the conclusion that
when mass transportation becomes
a vital necessity it must be pro-
vided, if need be at public ex-
pense Certain national attitudes,
abetted by those interested in the
status quo, prevent our facing:this

very real problem and dealing
with it effectively. A return to
public mass. transportation would

-indeed lower the standard of liv-
.ing_somewhat but more on the

side of 'prestige than on: that of
real comfort and efficienzy. Yet
this lowering of a single prestige
factor” would give the economy
g)eater strength to meet emer-
gencies,

It is advisable that we study the
subject ‘of transportation in the
light' of the population - shift to
urban ‘centers. The totalitarian
‘countries: appear to have solved
the problem in their usual ruth-
less. but efficient way. We cannot

‘copy . them. We must devise cur

own solutions. The urgency of our
problem. 'is highlighted by the
totalitarian solution of the prob-
lem . for it gives them presently
an advantage. Russia’s industrial
complexes are spread all over the
country whereas ‘ours still remain
centralized, though we are con-
scious, of the vulnerability of this

-centralization and are trying to

disperse. Each Russian complex
is de51gned to be self-sustaining,
: with .workers. living close to the
planfs,  and farms further .out.
Thls elmmates, or at least reduces,
the cost of transporting the work-
ers,.to.and from their places of
work.. If need be, they can cover

‘the distance on foot.

“An even more decentralized,
self-contained system of indus-
trial-farm-residential communi-
ties is now being established in
China whose rulers are planning
to go much further than Russia
along this line. China’s 650 mil-
lion people are being organized
into “people’s communes” in
which absolue Communism pre-
vails and everyone works at. his
‘assigned industrial or farm task-—
even family kitchens are ‘being
replaced by communal mess halls;
This anthill existence must surely
be the lowest standard of life to
which any human society has ever
sunk. “But the advantage to the
state "is obvious. Each of these
coramunes will be small enough
to need little in the way of me-
chanical transportation, but large
enough to be agriculturally and
industrially self-sustaining.

*So, much effort and so large a
part, of a country’s natural re-
sources must go into modern
transportation systems that the
housing. of workers close to their
places of work gives Russia and
China an advantage. One can
readily see that their communities
are 'less vulnerable in wartime
than the American metropolis
surrounded by its bedroom sub-
urbs, with the worker linked to
his place of work by a car moving
along highways that become in-
adequate almost the moment they
are built.

Resource Consumption Faster
Than Growth

The third reason why our high
standard of living may become a
liability is inherent in the nature
of today’s technological civiliza-
tion. Ours is the first civilization
in this history of mankind which
rests upon utilization of resources
that do not renew themselves; the
first that consumes its very foun-
dations and does this faster the
more . it succeeds in raising the
material, standard of living of all
its people.
Everythmv nonliving is finite
unless it is recreated by the power
of ‘the  sun’s rays. This we have
trouble believing, for in all his
past experience man was a puny
Lilliputian whose impact on na-
ture was insignificant and who
felt lost in what seemed to him a
vast, empty world. Previous civi-
lizations -were. based on consump-
tion - of renewable resources—
crops, . trees, wind, -water, and
muscle power. They used nonre-
newable resources either not at
all or in such minute quantltles
that .hardly a dent was made in
nature’s store of these treasures.
Seventeenth century England, for
example, consumed but 360 tons
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of steel annually! It is only in
this latest second of man’s hour
on earth-that a small percentage
of the world’s people have ceased
living = entirely off income and
have begun using up resources
capital.

Few of us are willing to accept
the consequences of this revolu-
tionary change in man’s depend-
ence on nature. We twist and
squirm to avoid admitting that we
must accommodate ourselves to a
world finite in size and limited in
resources. And so we delude our-
selves by dwelling with satisfac-
tion on the recurrence of raw
material gluts on world markets
and profess to see in them proof
that resources exhaustion is a
fable. Temporary surpluses are,
of course, irrelevant to the basic
fact that sooner or later even the
largest store of capital will be ex-
hausted if one keeps drawing
from it. Market surpluses merely
show that we have been over-
active in scooping raw materials
out of the earth, and have there-
fore collected them faster than we
were able to transform them into
machine-made goods.

Draws a Malthusian Specter

Realists that we imagine our-
selves to be, we have neverthe-
less invented a modern American
fairy tale: The Curves that Never
Cross. One is. our population
curve mcunting upward in geo-
metric progression — presently
doubling in 40 years, tripling in
65, quadrupling in 80 years; the
other is our nonrenewable re-
sources curve, descending even
more rapidly. We believe that in
science we possess a genie in the
bottle who will keep these two
curves from ever_crossing!

1 am ‘constantly astonished to

.what extremes intelligent people

will: go tc avoid facing the limita-
t1ons of mankind. I have seen it
seriously proposed that the United
Statés at one stroke ‘solve _its
problem of population growth and
resources exhaustion by packing
10,000 people a day off into space,
there to dig for minerals which
will then be sent back to earth.
Like the suggestion that we can
feed an infinidte number of human
beings on seaweed—which per-
sonally I find a mest distasteful
prospect — this “solution” to re-
sources exhaustion disregards
man’s biological needs and limita-
tions. He does not, after all, live
on bread alone, or excuse me, on
seaweed alone. He needs enough
space around him to retain a sense
of individuality and freedom; he
needs contact with nature, and he
will deteriorate as a human being
if these necessities are denied him.

Even should we decide that
man is to be reduced to but two
functions, tending his machines
and consuming their products, the
“space solution” overlooks the
fact that to supply the army of
space-borne emigrants with
enough food, oxygen, water, and
fuel and to clothe them in the
proper space suits would make
such tremendous inroads into our
resources capital that the whole
thing strikes me as a highly fan-
ciful venture. I don’t believe we
know as yet just what we must
provide to make sure these latter-
day pilgrims will safely land on
their space tarkets and be able to
return to earth, should they wish
to do so, but we can get an ink-
ling when ' we remember that
merely to get them into orbit will
require about 100 pounds of fuel
per pound of pay load!

We cannot realistically appraise
our position relative to that of
our totalitarian opponents unless
we eschew science fiction and ac-
cept the fact that we live on a
finite earth; unless we are fully
aware of our dependence on non-
renewable raw malerials and un-
derstand that these resources are
like uninvested capital — capital
which draws no interest. We must
fully comprehend that the rate at
which this capital is used up is an
exponent of population growth

and the increase in living stand-
ards. Under- these circumstances,
the rate of capital consumption is
obviously an important factor in
the relative position of competing
nations. For when national rates
of capital consumption differ sig=
rificantly, the nation that uses its
capital faster than its opponent
will in time be in a less favorable
position; the long-run advantage
lies with nations whose austere
standard of life conserves their
resources capital.

Our high standard of living
makes such heavy inroads into our
capital of nonrenewable raw ma-
terials that, because of it, we be-
queath to future generations .of
Americans a diminished national
interitance, thus placing them in
a weakened position in the con-
test with the totalitarian powers.
Of course, we have a perfect right
to do this for we are a free people.
There is nothing to prevent us
from emulating Madame de Pom-~
padour and shrugging off respon-
sibility with the frivolous phrase:
After us the deluge. But let us
not delude ourselves. Let us face
up to the fact that when we use
up the nation’s capital in nonre-
newable resources we mortgage
the future for the sake of the
pleasures of today.

Russia and the empire- over
which she exercises control now
possess all the fuels and minerals
needed for their industries. Our

own raw materials position has

am) a7

been worsening “in the last few
decades.

Living Off the World

From an exporter of copper,
lead, zinc, petroleum, iron, oil, and
lumber we have become an im-
porter of these materials. Though
two world wars have made great
inroads, the main reason for this
change from exporter to importer
has been our lavish consumption
of resources to sustain a continu-
ously rising standard of living for
our rapidly growing population,

At mid-century we consumed an=

nually 18 tons per person in ma-
terials; including 14,000 pounds of
fuels and the metals winnowed
from 5,000 pounds of ores, Accord-
ing to 'the Paley Report, “there is
scarcely a ‘mineral or fossil fuel
of which the quantity used in the
United States since the outbreak
of the First World War did mnot
exceed the total used throughout
the world in all the centuries pre=
ceding." Not only are we consum-=
ing our own resources capital, we
are also making heavy - inroads
into the resources capital of the
rest of the world, Robert C. Cook
in the symposium Perspectives.on
Conservation remarks: “we ap=-
pear to have grievously impaired
the rights of the people of many
lands. The fantastic increase in
the levels of living in the United
States has been at the expense fio

only of our own resources, but of
Continued on page 48

SEE HOW THESE RICH FARM AREAS

HAVE DEVELOPED INTO A BOOMING
DIVERSIFIED ECONOMY

. AGRICULTURE
Producing quality beef and dairy cattle,
fruit, vegetables, -poultry - products.

LUMBER

" Fine furniture, saw mills, boxes, basket
mills, flooring mills, pressed yvood.

. MANUFACTURING
From cotton: textile goods, upholstered
furniture, garments. Toy factories.

OIL AND GAS
A big part of new economy .

MEDICAL CENTERS
Modern, complete medical, health and

resort centers grace Central-East Texas.

PROCESSING

. explo-
ration, drilling, processing, productuon

Copies of the annual and
quarterly reports giving
further m!otmatoon onthe
Company’s operation and
the territory served are
available on request,

Packing and canning, poultry, milk, meat
and vegetable processing centers.

WAREHOUSING-DISTRIBUTION
Planned facilities offer. better distribu-

tion, better warehousing. Good roads.

Executive Offices:

SOUTHWESTERN
ELECTRIC
SERVNE
(OMPANY

John T. Shewmake, President
Mercantile Bank Bldg., Dallas, Texas
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Continued from page 47

[llusions Cost Too Much

those of the rest of the world as
well. The gargantuan scale of this
drzain of the world’'s resources was
set forth by the Twentieth.Cen-
tury Fund in 1955.” According to
the Fund, with but 6% of the
world’s population, the United
States consumes today as much of
nany raw materials as all others
combined., This means that per
capita we deplete irreplaceable
natural resorces eight times faster
than the rest of the world.

Of course, we pay for these re-
sources but this may be small
corsolation for the more thought-
ful citizens of backward countries
who watceh this drain on their na-
tinal resources. It cannot be halted
because the money it brings is
nceded to keep the wolf from the
door. But logic and reason have
little impact on strong emotions.
The native reaction is apt to be
that here go the resources that
might in the future have sup-
ported a higher techriological civi-
lization in their own country: they
go to enrich still more what is
already the richest country on
earth. In a world where the ma-

jority of the people are under-

nourished and ill-housed, where
most of them own fewer posses-
sions than the average American
family discards, the spectacle of
our affluence is more likely to
win  us' enmity than friendship.
Qur loss, of course, is Russia and
China’s gain. Their own standard
of living is not so high as to cause
envy, yet high enough relative to
conditions in most backward na-
tions that it can be made to seem
effective proof of communism’s
slleged efficiency.

Detects Smugness and
Complacency

One might say that our very
success in realizing man’s age-old
ambition to escape poverty and
backbreaking toil works to our
disadvantage because it arouses
envy. This is true but it is not the
whole picture. Our material wealth
is also resented because we seem
to have carried it to excess. But
mest of all, perhaps, because we
have been using our high material
standard to support a claim that
Americans are more intelligent,
better educated, and all-around
more competent than other peo-
ple. As a nation we thus take an
attitude that is quite similar to
one that used to prevail in -class
societies where the handsome, the
rich, and the wellborn looked
complacently upon the misery of
the masses, firmly convinced that
the misery was well-deserved and
that their own {avored circum-
stances wewe but the just desert
due superior human beings.

In our personal lives, few of us
would take this attitude. It runs
counter to everything ' America
stands for. The ancestors of nearly
all Americans came here because
they were certain that poverty
was no sign of inferiority, nor
wezlth one of human excellence.
It is strange that in judging na-
tions we now tend to feel that
superiority is proved by owner-
ship of more cars, telephones, or
TV sets than are found elsewhere.
We pay lip service to American
ideals, but what has us virtually
mesmerized is the sheer quantity
of all the material objects we
possess. It is difficult for us not
to be smug about this and to urge
the poor countries of the world to
do as we. do so that they too will
become zs rich and advanced as
we are!

Not Superior—Just Good Luck

Yet when one seeks for the
causes of our affluence one is
struck less by our alleged superi-
ority than by our extraordinary
good fortune. Three factors are
mainly responsible for our stand-
ard of living—ample natural re-

sources, a mass market, and
modern technology.

Our wealth in resources is a
fortuitous circumstance for which
present-day Americans can take
little credit. No other emigrants
from Europe, setting forth across
the seas, found so large and rich
and virtually empty a lard as
those coming to the United States;
nor one so favorably situated geo-
graphically and climatically. In
taking the country from the In-
dians we concluded the most ad-
vantageous real estate deal in the
history of mankind.

Our mass market comes through
population growth and the his-
torical accident that 17th and 18th
ceniury relations between Eng-
land, France, and Spain were such:
as to preclude the carving up of
this centinent in the manner that
Africa was carved up in the 19th

century. When we won independ- .

ence, this was already a huge
country. The ease with which we
expanded across the continent was
a result of the weakness of the
countries whose colonies we ab-
sorbed. g

The third factor which produces
our rich society — modern tech-
nology—is of European origin. To
be brought to imaximum use, tech-
nology needs a resources-rich area
with a mass market. We were the
first country large enough to make
maximum use of technology. The
European countries were too small
to benefit fully by their own tech-
nical inventiveness. Not until
Russia began to apply technology
to the exploitation of her own
vast land were we faced with
competition on something close to
equal terms. For some years now
Russia’s industrial productivity
has grown at a rate faster than
our own. It remains to be seen
whether Western European pro-
ductivity will not catch up with
ours once the European coal, iron,
atom, and common market com-
munity is fully established.{

Not a Unique Achievement

Modern technology is thought
by many Americans to be a
unigue American achievement.
This illustion is nourished by our
mass media, advertising having
made of bragging a fine art. To
look at the splendid color layouts
and the jubilant reports of new
discoveries, inventions, gadgets,
and nostrums, one would never
guess how much we owe to
Europe in basic research — that
fountainhead of technology — or
how impressive is Europe’s scien-
tific creativity—the most impor-
tant human talent in this scientific
age.

What would you consider the
single ‘most important modern
technical development? It is utili-
zation of electric power. Our
present way of life would grind to
a halt if electricity ceased to flow.
We have no other energy that
could take over all the functions
performed today. by electricity.
Europeans developed it. What are
the other principal forms of ener-
gy we use’—steam, internal com-
bustion, atomic energy. The first
two were invented and developed
by Europeans; in nucleonics they
did nearly all the theoretical
work. What are our most impor-
tant modern weapons? The list is
long but let me remind you that
the tank, the jet fighter, and’ the
guided missile originated in Eu-
rope; the atomic and  hydrogen
bombs were developed here, it is
true, but largely by . European-

- educated scientists. Or take trans-

portation, Steam and diesel-driven
locomotives, refrigerator cars, and
the automobile — all came from
Europe. Among means of com-
munication, wireles, radar, and
sonar were invented abroad. Most
of our great medical discoveries
carne from there—more vacctnes
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and innoculations are European
than American; more antibiotics,
too—such as the sulphas and peni-
cillin, Reading the list of Nobel
prize winners ‘in physics and
chemistry is a sobering experi-
ence. During the first half-cen-
tury that these awards were made,
England received in proportion to
population 215 times; Germany,
3 times; Holland, 4 times; and
Switzerland, 5 times as many
awards as we. In the field with
which I am most familiar—phys-
ics and nuclear power—nearly all
the important theorctical work
has been done by Europeans. In
theoretical physics, Europe bas
produced some 15 to 20 men of
high originality in the last hun-
dred years against one American;
of 12 important discoveries that
contributed to our understanding
of the atom and nuclear fission,
11 were made by Europeans, one
by an American. Between 1934
when Fermi published his epoch-
making report on fission and 1940
when war closed down many
European universities and labora-
tories, 133 major scientific papers
on atomic fission were published
— only half a dozen of these
by “Americans.

Our contributions to basic re-

.search and invention have been

relatively small because we have
concentrated our efforts on ap-
plying modern technology to the
production of more and better
goods. We have done this so suc-
cessfully that poverty has ceased
to be the lot of the mass of our
people. It survives among persons
who have had exceptionally bad
luck or who are mentally, emo-
tionally, or physically handicapped
to such an extent that they can-
not meet the problems that normal
people are able to handle. Having
accomplished this we ought to
cease ‘our intense preoccupation
with production of material things
and turn to other unsolved prob-
lems. There are many of thesc.

Favors Government Fostered
Cultural Education

A good case could be made for
using our surplus productive ca-
pacity and leisure to develop a
mass culture on a level as high as
any previously attained by privi-
leged minorities. It seems doubt-
ful that this can be accomplished
on a commercial basis alone, even
if private help is added. We may
have to follow the example of
other Western democracies where
public support of cultural activi-
ties, notably universities, theatres,
art galleries and music, has long
been accepted as the only means
of supporting high level cultural
activities.

Oscar Wilde once remarked:
“Civilization requires slaves. The
Greeks were quite right there.
Unless there are slaves to do the
ugly, horrible, uninteresting work,
culture and contemplation become
impossible.” Modern technology
supplies each of us with kundreds
—even thousands—of mechanical
slaves to whom we are shifting
more and more of the world's dir-
ty, debilitating, and routinely
boring work. 'This gives us the
means .and the {ime for a wvast
upgrading ' of our mnonmaterial
standard of living, Instead we
keep on collecting — squirrel-like
—more ‘and more goods. And so
we miss the marvelous opportuni-
ties modern technology could give
us, perhaps because of ancient
fears rooted in centuries of human
want and insecurity. It is as if
we were the Sorcerer’s Apprentice
who forgot the word which would
stop the magic broom,

Condemns Planned Obsolescence

Cur machines keep grinding up
the nation’s capital of irreplace-
able resources and turning them
into a flood of goods which over-
whelms us. We no longer produce
to supply what we need; we now
consume in order 1o clear away
what the machine produces — a
topsy-turvy state of affairs. To
dispose of the flood of machine-

made goods we have had to create
a new industry; a ten billion dol-
lar industry to service the ma-
chine by persuading us to buy its
products, - We have the: strange
situation where gifted men devote
all their tirne and their consider-
zable talents in the art of com-
munication 1o creating artificial
discontent in others and to stilling
the voice of prudence so that we
will mortgage our children’s and
our country’s future to buy more
than we need. By investing arti-
cles designed to be of practical
use with a spurious prestige val-
ue, these talented people induce
us to discerd what is still per-
fectly satisfactory and buy new
models — planned obsolesceince is
the term for this bit of modern
witcheraft.

Today thrift has beceme not
only old-fashioned but antisocial;
cisinterest in material possessions
is made to seem a kind of treason
to the American way of life be-
cause it puts a brake on the speed
with which we use up our re-
sources capitzl and throw last
yvear's models on the scrap heap.
To do both as rapidly as possible
has come to be considered a
major objective of our native
genius. Thus have we carried the
noble aim of* plenty for everyonc
to such excess that men become
the servants of their machines.

Meanwhile two vitally impor-
iant tasks are neglected; tasks that.
in my opinion are far more im-
portant than producing new gad-
gets, new models of existing
gadgets, better - packaged goods,

and more and still more material.

things. These tasks are conserva-
tion of the material foundation of
our civilization and development
of our hu:nan resources. The first
involves less wasteful - utilization
of raw materials and the invention
of substitutes for wvanishing re-
sources; the second better educa-
tion for our children. We must
not delude ourselves into believing
that because we wgre -able to
create the wealthiest society in
history, we shall have no trouble
solving these two other tasks as
well. Quite different human qual-
ities are needed and must be en-
couraged.

Rewards for Ideas Over
Application of Ideas

Today we still overvalue the
producers of material goods and
undervalue the preservers of
the materials base of mod-
ern technology and the devel-
opers of our children’s minds.
Respect and wealth go to men
who make their living using up
our limited resources capital; we
even favor them by tariffs and
special tax benefits. But meager
rewards go to men who by reason
of their intellectual endowments
and their long and arduous course
of higher studies are able to help
us find substitutes for exhausted
resources. We support those who
flood the market with unsalable
goods and neglect the institutions
which train future scientists and
engineers who may discover how
to prevent future shortages of
goods. The' manipulator of our
intricate machines is usually bet-
ter paid than the inventor who
built the machines. It is significant
that we were one of the last great
nations to join the International
Copyright Union because for a
long time we saw nothing wrong
in a practical businessman mak-
ing a profit by pirating the intel-
lectual outout of others. We have
always favored those who know
how to make money by wusing
ideas and material over those who
think up the ideas or create new
materials.

Conservation, too, is something
that rarely excites our interest.
We shall not really buckle down
to conserve efficiently and intelli-
gently what is left to us until we
face the fact that even this huge
country is not limitless. Conserva-
tionists have been marshalling an
abundance of facts to prove that
we are running out of space and

getting poorer in resources. But
various groups who find that con-
servation measures make utiliza-
tion of our resources less profit-
able- to-them have the -contrary
interest of: perpetuating the illu-
gion - that we shall always have
much space and vast resources.

Queries Forest and Synthetics
Data

Because we tend to - measure
everything by size rather than by
quality, it is easy to convince us
by quoting statistics. A good case
in point are . forestry statistics
which are often ‘cited to prove
that we now manage our forests
so welil that we actually have a
surplus of new growth over what
we cut annually. Let us not re-
joice prematurely. What these
statistics''do not show is that our
forests. are  still declining qualita-
tively—half ‘a ‘century after Theo-
dore Roosevelt .and" Clifford Pin-
chot launched the Great Campaign
to Save 'Our '‘Forests. The real
test ‘of scientific .forest manage-
ment, is the softwood saw timber
account. This remains well in the
red. Moreover, it is still true that
what we harvest is predominantly
high quality say timber. cut from
our few’ remaining. virgin stands,
while, much of what.we grow is
the scrubby. stuff that reseeds it=-
self on cutover. land and has little
commercial value.

Nor do the statistics show the
very. -large losses . suffered by
forest fires, insects and the like—
at least, partly- a. result of less
than™ perfect’. forest.. management,
True,  some* forests are well, man=
aged today but many . are in poor
conditiorn.- Wée: have a long way to
go. “Statistics’ which 'leave out the
element . of quality prevent our
recognizing how far we still lag
behind forestry standards that
have long prevailed in Europe,
There is a forest. in Leiria, Por-
tugal, that was planted seven
hundred years ago and has been
cut, and carefully replanted ever
since. It is as beautiful and valu-
able today as it was in the thir-
teenth century.

All statistics are tricky and
must be used with caution lest
we be misled. . Outgo and input
statistics on timber are better to-
day than 50 years ago partly be-
cause we now use only half as
much wood per capita as we did
then. . This reduction is a result
of a shift from wood to fossil fuels
and synthetics, that is from ree
newable to nonrenewable raw
materials. It is part of a general
trend that is symptomatic of
modern technological societies.
Similarly we have shifted from
natural to synthetic rubber; from
silk and cotton to “miracle” fab-
rics. These shifts to nonrenewable
materials contribute to the rapid
exhaustion of these resources and
must be regretted from a long-

- range point of view, much as they

may add to present comfort and
pleasure.

Our tendency to disregard qual-
ity when we make comparisons
has helped to perpetuate another
illusion — the illusion that only
this country' educates-all its chil-
dren beyond- grade schools. Until
recently, the deterioration of the
quality of American public edu-
cation has been-hidden by statis-
tics showing huge numbers of
youngsters in their late teens still
going to-school and more of them
obtaining diplomas and degrees
every year. Had we given thought
to the quality of the schooling
they received and to the kind of
scholastic performance repre-
sented by these diplomas and
degrees, we should long since
have stopped deluding ourselyes
that we have-“the best schools in
the world.”” -

This has . been. an’' unfair and
one-sided  paper. There has not
been time to give a balanced pic-
ture of our own and our oppo-
nents’ strength and weakness. 1
have dwelt only on our illusions
not on theirs. It has always seemed
best to me to correct our own
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weaknesses rather  than to look
complacently on those of our ad-
versaries. - - : o

I am convinced that our single-
minded preoccupation with pro-
duction and consumption of ever
larger numbers of material things
is a liability in the race that the
totalitarians have forced upon us.
I realize .that the sanctily of the

American standard of living is

fiercely defended by a formidable
array of groups and-organizations
_whose economic well-being - de-
pends on the -continuation of
today’s :frenetic production and
consumbtion of manufactured
goods. To guestion the validity of
a philosophy cf continuous ma-
terial growth .is not popular. Of
course, no sensible man will go
counter to-opinions held by the
majority, of his fellow citizens
unless he believes that the reasons
that once justified these opinions
no longer- exist; that persistence
in holding on to what has now
become an' illusion.is defrimental.
1t is mot admiration -for our op-
ponents that induces me to ‘bring
out their strong points, but simply
the desire to seek' the’truth;: in
searching for chinks in our’ own
armor, I do not advocate that we
copy slavishly what our adver-
saries do. ) :

There are. different ways to
express devotion to one’s country.
For some people, love expresses
itself solely in fulsome admiration
of every aspect of the American
way of life; for others critical
analysis is part of all true devo-
tion. ;

I have criticized .our. illusions
because, in the present period of
intenserivalry between democracy
and ‘totalitarianism, they prevent
our making the fullest use of all
our potentialities. But, in.closing I
should like to affirm my convic-
tion. that our potentialities are so
great that, if we would but divest
ourselves of illusions, seek out the
truth no ihatter how displeasing
it may at times be, and set our
goals high, there is literally noth-
ing we could not accomplish. Let
us take full advantage of the op-
portunities offered us by this great
iand of ours and by our democrat-
ic institutions that enable-us to

develop what is best in us. Let,

us make full use of our greatest
asset — the free human mind —
which can work wonders if it is
permitted to embhark on voyages
of discovery beyond the frontiers
of knowledge.

Form Diversified Mutual

(Special to THe FINANCIAL CHRONICLE)

LONG BEACH, Calif.—Diversi-
fied Mutual Funds, Ltd. has been
formed with offices at 110 Pine
Avenue to .engage in a securities
business. Officers are Eugene R.
Cuthberton, President; Robert M.
Blakey, 'Vice-President; and John
W. Pares, Secretary.

Norman Sherwin Opens
(8pecial to THE FINANCIAL CHRONICLE)
SAN FRANCISCO, Calif—Nor-
man V. Sherwin is conducting a
securities business from offices at
582 -Market- Street.. .-~~~ v

Mikki M. Ferer Opens
.- Mikki:-M. Ferer is engaging in
. & securities business from offices
at 50 West 45th Street, New York
City, under the firm 'name of M.
Ferer Securities, )

With Leward Lister
BOSTON, Mass. — Andrew J.
McCarthy is now connected with
Leward M. Lister & Co., 80 Fed-
eral Street.

Frank Drucker

Frank Drucker, associated with
Burnham and Company, New
York City, passed away April 11.

Alvin C. True
Alvin C. True, associated with
Emanuel, Deetjen & Co., New
York City, has passed away.

Emotional Elements Render Business
Fluctuations Inevitable, Rukeyser Maintains

Publicist asserts business is unduly stimulated by non-economic
factors, including armament building and strike-fearing inven-
tory buildups. Declares impairment ‘of the currency would
dampen the country’s growth potential, maintaining real

growth cannot be manipulated,

but results from creative ideas

of inventors, engineers and merchandisers.

If human beings became pure
thinking ‘'machines and divested
themselves of emotion, then per-
haps the wistful hope of economic
stability
would be ful-
filled.

This view
was expressed
by Merryle
Stanley Ru-
keyser before.
the Ad-Sell
League of °
Omaha, on

"Maich 17, one

of the oldest
and largest
men’s - forums
in the Middle
West Mr
Rukeyser is
an economist, business consultant,
and writer of a nationally syndi-
cated column entitled® “Every-
body’s Money.”

“A non-stop boom,” said Mr.
Rukeyser, who is author of “Fi-

Merryle S. Rukeyser

nancial Security in a Changing

World” and six other books on
economics, “is- not feasible be-
cause of pulsating variations in
human sentiments of optimism
and caution. But opportunities
for -sustainable growth are
heightened by improvement in
economic tools. These should in-
clude a sound monetary system, a
a sensible governmental taxing
and spending program, and a
more scientific approach. to the
cost sheet of enterprisers.

Restraints on Recovery

“This current period of recovery
is restrained somewhat by the
pricing system, - which tends to
dull the enthusiasm of customers.
Prices, in the final analysis, must
be in balance with costs, and costs
are inflated by high taxes, on the
one hand, and high labor costs, on
the other. Progress is made when
inventors and process engineers
outstrip the cost-raising maneu-
vers of politicians and pressure
groups.

“On the demand side, business
is unduly stimulated by non-eco-
nomic factors, such as armament
building, on the one hand, and an
effort to increase steel and other
jinventories before new wage con-
tracts add to costs. Pressures for
annual markrup of money wage
rates create a demand for offset-
ting improved, labor-saving tools
of production and for improved
methods. If technology were static
in face of the pressures for mark-
ing up the money cost of an hour
of human - energy, the upward
pressures would tend to be self
defeating.

“In connection with the current
Great Debate between President
Eisenhower and his critics on the
impact of heavy Federal spending
on national economic growth, the
issues centers on the claim that by
Federal pump priming expendi-
tures the average rate of economic
growth can be stepped up from
the historic 3% per annum to 5%.
This discussion is as realistic as
the discussion by medieval sa-
vants -as to how many angles
could dance on the end of a
rieedle.

Dampening of Growth Potential

“Nobody in private enterprise
puts a ceiling on growth. In the
competitive system, each strives
for as big a slice of the market
as_he can get. Historically, this
has averaged out at an annual
overall increment of 3%. Under
a private enterprise system,
growth depends on the confidence

of business enterprisers and - the
savers who finance them. If
riotous government spending im-
pairs the currency and discour-
ages long-term bond investment,
there would be a dampening of
the growth potential. Authentic
growth cannot be manipulated,
but is the resultant of the creative
ideas of inventors, process engi-
neers and merchandisers.

“Since the beginning of this
century, the American  people
have elected to take the fruits of
economic gains in two major ways
—one in the form of greatly in-
creased leisure with the shorter
work week and another in the
form of more and better goods to
the human toiler in exchange for
a week’s work., Optimum results
depend on heightening incentives
to become more productive.

“D-day will come in May when
the negotiations for a new labor
contract in the steel industry gets
under way,” Mr. Rukeyser pointed
out, “In setting the new wage
pattern, those at the bargaining
table can do more to check infla-
tion than Washington public of-
{ficials.

“An outstanding public need is
to recognize that economic prog-
ress must be measured in terms
of providing workers with more
and better things in exchange for
a week’s work, not in manipulat-
ing the dollar in a manner that
cuts down, instead of increasing,
true purchasing power. President
Eisenhower’s current battle for
sound money way preve histori-
cally as significant as his earlier
wartime invasion of Normandy.

Currency Impairment a Delusion

“The current trend is to recog-
nize that the illusory benefits of
currency inflation are a snare and
a delusion, ' This generation has
been enlightened by the miracle
in West Germany which has been
accomplished through loyalty to
sound economic principles. Under

-de Gaulle, France too is turning

away from inflationary proce-
dures. The Conservative party in
Great Britain under Prime Minis-
ter Macmillan had the courage to
raise the bank discount rate of
7% in order to correct maladjust-
ments in the international balance
of payments.

“These political and economic
irends in Western Europe parellel
a tendency among academic lead-

ers, especially in Great Britain, to’

turn away from the soft money
theories of John Maynard Keynes.
The beginnings of a similar
change, with a bit of a time lag,
are also discernible among eco-
nomic savants in American uni-
versities. The free world is thus
being greatly strengthened in its
survival capabilities vis-a-vis
Communism by the new intellec-
tual fashion of making clear that
inflation is inconsistent with sus-
tained social and economic
growth.

Opportunity for Labor Leaders

“On the domestic scene, labor
leaders can become towers of na-
tional strength if they relate de-
mands for improved returns to
union card holders to visible
improvement .in productivity.
Statesmanship will entail suffi-
cient fairness to distribute the
fruits of greater output per man-
tool hour equitably among, work-
ers, customers, and investors.
Otherwise the incentives for sus-
tained expansion become im-
paired.

“These subtle economic policy
decisions can be made better
through intelligent

negotiation '

»

rather ' than ‘through = industrial
warfare. Yet the sophisticated are
predicting that with economic re-
covery this year there will be an
increase in the number of strikes.
Employers are trying to develop
some defensive solidarity against
strikes through emulating the
mutual help scheme originated by
six airlines and approved by the
Civil Aeronautics Board. Hawai-
ian sugar growers have similarly
undertaken to distribute among

all employing groups the cost of §

work stoppages.”

Hogle Adds to Staff

(Special to THE FINANCIAL CHRONICLE)

LOS ANGELES, Calif.—Aurelio |

R. D’Antonio has been added to
the staff of J. A. Hogle & Co., 507
West Sixth Street. He was previ-
ously with Atlas Securities, Inc.

Joins Beckman Staff
{Special to THE FINANCIAL CHRONICLE)
LODI, Calif.—Elwood R. Beck-
man has joined the staff of Beck-
man & Company, 321 North Cali-
fornia Street.

Norman Roberts Adds
\Special to THE FINANCIAL CHRONICLE)
SAN DIEGO, Calif. — John S.
Tomlinson and James P. Ellis
have beent added to the staff of
Norman C. Roberts Company, 625
Broadway.

Pillsbury With Reynolds

(Speceial to Tug FINANCIAL CHRONICLE)

MINNEAPOLIS, Minn.—Robert
K. Pillsbury has become associated
with Reynolds & Co., 629 Second
Avenue, South. In the past he was
with First National Bank of Min-
neapolis. )

dwectmns“_!

The modern approach’ to solving
special business problems is to call in
specialized help. That way you don’t
divert your own key personnel from
regular duties. You don’t overburden
your regular staff. And you save a
maximum of payroll dollars. Backed
by long experience in solving similar
problems for other organizations,

For a complete outline of the services

Ebasco offers, write for our booklet,

“The Inside Story of Outside Help.”
Address:Ebasco Services Incorporated,
Dept. V, Two Reclor St., New York 6, N.Y
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Hazel, District Mgr.
For Broad St. Sales

ST. LOUIS, Mo. — Robert L.
Hazel has been,appointed a Dis--
trict Manager of Broad Street
Sales Corporation, with hecad-

. quarters in St.
Louis, Mo., it
has been ‘an-
nounced by
Milton Fox -~
Martin, Presi-
.dent of that
organization.. . -

As a District
Manager, Mx. -
Hazel will |
have charge
of : the distri~
bution o#f
.shares of the
Broad Street
Group of Mu-
tual Funds in -
the states of Colorado, Southerm

Robert L. Hazel

Illinois, Southern: Indiana, Towa, -
Missouri, Nebraska and Wyoming.- '

Mr. Hazel previously was asso-
ciated with the investment firm- of
H. I. Josey & Co., of Oklahoma
City. .

Joins Tabor & Co.

(Special to THE FINANCIAL CHRONICLE) )
DECATUR, Ill.—George H. Hub-
bard is now with Tabor & Co.,
139 West Main Street, members of
the Midwest Stock Exchange.

With Jamieson Co.

(Special to THE FINANCIAL CHRONICLE)
MINNEAPOLIS, Minn—Elwood
S. Rustad is now connected withe
Jamieson & Company, First. Na=
tional Soo Line Building,.

the job done right and economically]
while your normal flow of routine |
operations continues.

Ebasco business specialists are at
your call anywhere and anytime you
need them, for assignments Iarge.or‘
small in any line of business,

Ebasco gets to work promptly, getj l

NEW YORK * CHICAGO
DALLAS * PORTLAND, ORE.
SAN FRANCISCO * WASHINGTON, D.C,,

Y
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Coast Exch. Members

Two new member firms of the

Pacific Coast Stock Exchange
through membership in the Los
Angeles Division were announced
by Thomas P. Phelan, Los Angeles
Division President.
' The membership of Jacob M.
Alkow of Alkow & Co. became ef-
fective through the transfer of the
membership of Milton Toboco of
Toboco & Co., Inc. Alkow & Co.,
Inc.,, with head office in New
York and member of the New
York Stock Exchange, recently
acquired the business of Toboco
& Co. and Mr. Alkow is President
of the firm.

The membership of Frank W.
Jones, Chairman of Diversified
Mutual Funds, Ltd., represents an
additional new member firm. Di-
versified Mutual Funds, Ltd., was

organized with headquarters in -

Los Angeles to develop a sales or-
ganization for the distribution of
Funds and other securities.

Bache & Co. Schedules

Management Seminar

A management seminar, to be
attended by partners, executives
and key personnel of the New
York headquarters of the invest-
ment firm of Bache & Co., will
be held at the Westchester Coun-

try Club, Rye, N. Y., Thursday

through Sunday, April 23 -26,
Hatold L. Bache, managing part-
ner, has announced. The first in
a series, this initial gathering is
expected to result in subsequent
regularly scheduled meetings dur-
ing the year with partners and
executives of Bache'’s out-of-town
branches in attendance.

Named Directors

Disque D. Deane, a partner in
Eastman Dillon, Union Securities
& Co., and W, J. Keary, New
York financial consultant and
former partner in Union Securi-
ties Corporation, have been elect-

ed. directors of McLean Indus-.
according to an.

tries, . Inc.,
announcement by M. P. McLean,
President of the company. Mr.
McLean also announced the elec-
tion of E. A, Hirs as Executive
Vice-President of Waterman
Steamship Corp., a McLean Sub-
sidiary. :

Joins Taylor & Co.

, (Special to THE FINANCIAL CHRONICLE)
.BEVERLY HILLS, Calif.—Pat-
rick J. Logan has joined the staff
of Taylor and Company, 439
North Bedford Drive.

Two With Paine, Webber

(Special to THE FINANCIAL CHRONICLE)
LOS ANGELES, Calif—Cecil R.
Middleton and Forrest P. Moran
are now connected with Paine,
Webber, Jackson & Curtis, 626
South Spring Street,

Spear Leeds Partner

Spear, Leeds & Kellogg, 111
Broadway, New York City, mem-
bers of the New York Stock Ex-
change, on April 2nd admitted
Val J. Connellan to partnership
in the firm.

McDonnell Adds to Staff

(8pecial to THE FINANCIAL CHRONICLE)
SAN FRANCISCO, Calif.—Rob-
ert H. Gorham is.with McDonnell
& Co. Incorporated, Russ Building.

= Paul T. Sullivan

Paul T, Sullivan, head of Paul
T. Sullivan & Co., Scarsdale, N. Y.
passed away March 26 at the age
of 62 following a brief illness.
Mr. Sullivan had been in the in-
vestment business for 40 years,
establishing his own firm in 1947.

- Edward T. Volz

Edward T, Volz, manager of the
institutional and out - of - State
dealer ‘sales department of Rau-
scher, Pierce & Co., Inc., San
Ahtonio, passed way April 5 at
the age of 51.

Continued from page 4

The State of Trade and industry

production equipment and methods and expand their markets.
Steel imports have been rising for several years, while exports
have declined; auto manufacturers find imports mourting as their
overseas sales drop in like prcportion. Another trend: Many of
our corporations are building or buying plants overseas to compete
in Europe’s new six-nation common market. :

“Rising wages and prices are beginning to outrun the com-
pensating power of American efficiency,” Mr. Moran concludes.

The cause? “A substantial part is Government-induced infla~-
tion, Some folks talk as though inflation is merely a future threat,
but we have been having inflation for some time.

“From inflation spring the wage increases that exceed pro-
ductivity gains and the consequent price rises now beginning to
challenge our competitive marketing ability. The inflation we
have permitted through the past years of deficit spending by the
Government is now hitting us in world markets.”

The way to handle inflation is to “stop inflating,” declares
the business analyst. “What is beginning to happen to our inter-
national trade is one more sharp warning that the time to stopis
long past and we had better wait no longer.

“Our ‘Congress, the labor leaders, and our public ought to

consider that warning before they let either the protectionists or
the inflationists drive us cut of home and foreign markets.”

The Labor Department’s Statistical Bureau report that the
295,000 housing units that were put under construction during
the first three months of 1959 cxceeded any prior quarter in his-
tory. The 120,000 units started in March also represent a new
high for that month.

Secretary of Labor James P. Mitchell, in‘a statement on the
first-quarter record, said the figures “mean our economy is
punching confidently ahead.”

“They mean more jobs for more people building more
houses,” Mr, Mitchell said. “New housing starts also mean new
appliances, new furniture, and of course, increased demand for
building materials.

“For many trades from lumberman to plumber, this is good
news.” .

Nationwide Bank Clearings Up 16.8% Above 1958 Week

Bank clearings this week will show an increase compared with
a year ago. Preliminary figures compiled by the “Chronicle”
based upon telegraphic advices from the chief cities of the country,
indicate that for the week ended Saturday, April 11, clearings for
all cities of the United States for which it is possible to obtain
weekly clearings will be 16.8% above those of the corresponding
week last year. Our preliminary totals stand at $23,408,843,809,
against $20,037,332,838 for the same week in 1958. Our compara-
tive summary at the principal money centers was as follows:
Week Ended April 11— 1959 R L % o
$12,252,896,025 $10,148,642,699 1-20.7
1,134,238,658  1,142,254,227 — 0.7
982,000,000 971,000,000
691,712,391 577,305,128

Synthetic Lubricant Sales Seen Rising

Synthetic lubricant sales will rise significantly in the next few
years as commercial airlines switch from piston-type aircraft to
turboprop and turbojet planes, reports “Chemical Week,” the
McGraw-Hill publication.

Experts estimate civilian world-wide requirements for syn-
thetic lubricants will soar to about one million gallons a year by
1962, This is based on the announced orders of 876 turboprop. and
turbojet transports by world airlines for delivery from 1959 to
1963. Last year, about 200,000 gallons were used by commercial
airlines, mainly in turboprop operations.

Record Output of Steel During March

Steel production set a monthly record during March, when
steelmaking furnaces poured 11,567,000 net tons of ingots and steel
for castings, according to the preliminary report of American Iron
and Steel Institute.

The total for the first quarter of 1959 was 30,487,323 net tons,
lz_xrgest amount produced since the first quarter of 1957 when the
figure was 31,585,042 tons. In the first quarter of 1958 the output
was only 18,790,857 tons. :

The record March production was more than 5.3 million tons
above the output of March, 1958, and more than 1.9 million tons
above the production of February, 1959,

. Only two previous months have had output exceeding 11 mil-
lion tons, They were: October, 1956 (11,048,513 tons) and January,
1957 (11,008,762 tons). :

According to.the American Iron and Steel Institute’s index of
steelmaking, the March, 1959 production was 162.6 in terms.of the
basic index of average production during the period 1947-1949.
This compared with 149.5 during February, 1959 and 87.9 during
March, 1958. e

The index figure for the first quarter of this year was 147.6,
compared with 91.0 during the first quarter of last year.

Based on the Jan. 1, 1959 capacity rating of 147,633,670 net
tons of raw steel annually, the steelmaking facilities were utilized
at an average of 92.3% of capacity during March, 1959, compared
with 84.8% in February, 1959. The per cent of capacity figure for
first quarter of 1959 was 83.7.

Steel Industry Stockholders Pass Million Mark

The ‘total rumber of steel company stockholders Tose to a
recor'd high level last year and crossed the one-million-mark for
the first time, according to American Iron and Steel Institute.

At the end of 1958, the figure was 1,026,825, an increase. of
nearly 39,000 since the end of 1957. The totals exclude the dupli-
cation of holders of more than one class of stock of a single com-
pany, but do not exclude the holders of stocks of more than one
company. - . ’

The industiy has approximately 43% more stockholders than
employees.
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and steel.
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The employment total «n all activities was 719,492 wage and:
salary workers at the end of 1958. Of this total, about 547,902
persons were employed in the production arnd marketing of iron

Critical Months ‘Approaching for Steel Users"

The next two months will be critical ones for steel users hop-
ing to build a safe inventory against the possibility of a steel
strike, - according to “The ‘Iron Age,” national inetalworking
weekly. RO i ‘

“Iron Age” said ‘that from here on‘in it will be a race against
time for both the mills and their customers. The mills already
are falling behind in-their ‘delivery promises for some products.
This means that at’least a part of June will be used to clean up
delivery of tonnages ordered for May shipment.

- The metalworking weéekly added’that practically ail products
are sewed up tight until the end of June, which may be a strike
deadline if steel labor and steel management are unable to agree
on a new collective bargaining contract. = - ik )

It is now becoming apparent, said “Iron Age.”.‘hat there’s
more to the steel boom than strike hedging,J The business recov-
ery has been stronger than expected, and more steel iz being used
than anticipated. This has offset to some extent the drive to
build up stocks. ",

“Iron Age” said the auto companies have even started to.
line up steel for their 1960  models. . Scattered .orders in new
sizes-for next year’s cars are starting to hit the mills. Auto firms
are just placing the orders, not making releases.  But‘the moves -
indicate they want to be sure to get on .the books. Most expect
to issue the releases for May or June delivery.

Steel service centers . (warehouses) ' also are running. into
problems. In the Midwest, iservice centers -actually are out:-of
some sizes and gauges of 'sheet, and are beginning to have some
trouble with certain bar sizes.

Allocation of steél to service center customers is becoming
increasingly common. . This is something that hasn’t happened:
to steel warehouses since the steel shortage of 1955.

“Iron Age” said:defénse priorities are hecoming more of ‘a
factor in the steel market, A few defense contractors are insist-
ing that their priorities be honored by the mills. ‘Some mills
report the priorities have been used to get better delivery on light’
plate for government installations. Bars, too, have been:put under
priority, particularly, for West Coast construction work.

Priorities may have a more critical effect in the months ahead,
notebly in stainless and high alloys for aircraft and raissile work.
Strike hedge buying already is firming up demand for these
products. , : At :

Steel Production Shows Further Increase
The American Iron and Steel Institute announced that the .

operating rate of steel ¢ompanies will average *164.8% of steel
capacity for the week beginning April' 13, equivalent -to 2,648,000

-tons of ingot- and. steel castings. (based-@n average weekly" pro--

duction for 1947-49) .as’ compared with- an -actual rate of *164.4% ' -
of capacity and2,641,000 tons a week ago:.

Actual output for April 6, week was equal to 93.3% of the -
utilizatien of the Jan. 1, 1959 annual capacity of 147,633,670 net
tons. Estimated percentage for the week of April 13 is 93.5%.

A month ago the operating rate was *163.8% and _pr(_)duction
2,631,000 tons. A year ago the actual: weekly production was
placed at 1,285,000 tons, or 80%.

*Index of production is based on average weekly production
for 1947-1949. " N e . ;

Sharp Increase in Steel Imports Cited

Foreign: steel producers, ‘paying. relatively low wages. com-
pared with those in the United States, are claiming .an inereas-
ing share of this country’s market for many steel products, ac~
cording to American Iron and Stee] Institute,

The latest available- data’ from six foreign nations:=each a
major source of steel imports to this country last year—show
steelworkers’ estimated -average hourly. earnings as follows:

' g .1957 Average Per Cent
"Hourly Earnings Below U.S.A.
$ .678 76.8

.892 69.4

75 - 73.4

.805 724

406 86.1
Australia : i ..989 86.1
United States, 1957 2.917*

*American Iron-and: Steel Institute.

Country

Among the steel mili broducts.from foreign countries which
made inroads into domestic markets during 1958 are the following:

. Concrete Réinfdrc'i"ng: Bars—Of the 2.5 million tons- of this
product available (domestic shipments, plus imports, minus - ex- -
ports) 18% came frpm foreign_nati_pns, against’ 7% in 1957,

Barbed Wire—For- the 'second successivé year, imports of this
product accounted for more than half of the total supnly in the
United States. .

Nails—Thirty-per cent of the available tonnage of this prod-
uct was imported, -against over 20% in 1957,

Pipe and Tubing—Imports in this product category during
1958 totaled 200,000 net tons -and have accounted for a larger
percentage of available supplies in every year since 1955.

Plain; Wire—During 1958, this country imported a record
total of more than 130,000 net tons, accounting for well over 5%
of available supplies, against less than 3% in the previous year.

The imports of the above products during 1958 are readily
related to the six nations listed above as paying lower wages to
their steelworkers'than are paid in the United States.

West Germany was the leading “source of steel pipe and
tubing imports during 1958." Belgium ‘and Luxemburg- together
constituted a major source of wire -and concrete reinforcing bars.
The United Kingdom was a high-ranking source of pipe and
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wire. Japan led as a source of nails. Australia ranked second
as a source of pipe and tubing imports. '

High Demand for Steel to Be Sustained

Strike or not, metalworking will use 6 million to 6.5 million
tons of finished. steel a month during the. third quarter. That’s
about the current rate of consumption, and it’s unlikely that we’ll
see a change of pace, “Steel” magazine reported April 13.

Here is:why demand will hold: Big users like the automotive,
appliance, furniture, and farm equipment industries are at peak
production. Their demands will not increase. 'Steel requirements

for construction, pipelines, and the oil country will probably rise

during the summer, but vacation shutdowns in other industries
will offset the gains. = gy

So metal\vo.rlgin@.;r will probably do much’ better in the third
quz'n'tcr l}]an originally expected, whether or not therc is a steel
strike. With two exceptions (employment and some capital goods)
the economy has regained prerecession peaks. .

If we have a strike that lasts more than six weeks, consumers
will start using steel at a slow rate. After six. weeks, inventories
will have fallen from 22 million tons to around 12 million, and they
will be out of balance. s G A .

_' If there is no strike, look for consumers to cut their inven-
tories by about 3 million tons during the third quarter. Steelmak~
ing operations may drop to 55% of capacity’ in July or August, but
they will probably .average 63 or.64% for the quarter, =~ * ° '
: Last.week, steelmakers ran their furnaces:at'93.5% of capacity
and turned out 2,647,000 net tons. of steel for.ingots and castings.

- Spring auto sales:are blooming for-the first time in three
years. - Sales may confirm 5.5 million car forecasts for 1959. Ford
car production will be boosted 20% inApril:and more steel may
be orde;red for June delivery. Material that'was bought originally
for strike protection has probably been pressed into immediate
service. PR A e Pk

Second only to the automotive industry -as a steel user, con-
struction will probably be a better customer 'this year than it was
in 1958.. During the first quarter, the value of new construction
put in place was a record $10.9 billion, g i

Despite the high level of steel operations, “Steel’s” composite

scrap price fell 83 cents to $36.17 a ton, the lowest since July, 1958.-

Truck Qutput Sets Three-Yéar Record

United States passenger car production remained near its
1959 peak in the week ended April.:10,;while.truck ontput shot
to its highest leve] in more than three years, according to Ward’s
Autemotive Reports. y L ey

The week’s truck program of 26,230 units topped last week
(25,956) by 1% and the same week a year ago (16,863) by 55.5%.
It also was the greatest truck-making effort since the week ending
‘Feb. 4, 1956 (26,690). : g wE

-Ward’s viewed the increasing truck activity as a sign of grow-
ing: strength.in.the nation’s general economy 'and forecast that
truck makers will produce 111,000 units in April, highest ‘month-
ly .\t/olumc- since November, 1955.. Output ‘in. March was 109,801
units, T .

Assembly lines scheduled 133,027 cars, just short of last
week’s 133,878 units and 56.5% greater than the 84,997 turned
out-in the corresponding week last year: Best 1959 count to date
was recorded Jan. 12-17 (135,953)." - © : " ;

. So: far: this year, -truck volume ‘is running 35.7% ahead of
1958, 343,279 units to 257,474, through the first' 10 days in April
of each year. Car output is 32% higher this year, 1,816,266 units
to 1,375,584, ; Bt i Lkl

On the car-making scene, Ward’s ‘said Saturday operations
will be quite prevalent this week, ‘Scheduled ‘for six-day assem-
bly were nine plants—Rambler in Kenosha,'Wis., currently oper=
ating at.all-time high rates;: Plymouth-Dodge in Newark, Del.;
.Lincoln - Thunderbird in Wixom; Mich.; and Ford Division in
Atlanta, Ga.: Chester, Pa.; Dallas, Tex.; Dearborn, Mich.; Louis-
ville, Ky.: and San Jose, Cal. ‘Louisville also builds Edsel cars.

Ward’s said the only .car assembly plants in the country fail-
ing to.put in a full- week were Chevrolet’s Baltimore; Md., and
Tarryt(r)\m. N. Y., factories, which worked four days.

Electric. Output 11.5% Above 1958 Week |

The amount of electric eénergy.distributed by the electric light

and power- industry for the weck 'endéd,"S'atAlitday, April 11, was
estimated at 12,604,000,000 kwh., according to the Edison Electric
Institute. v ' i ‘
For-the week ended April. 11 output declined by 14,000,000
“.. kwh..below. that -of the -previaus week, but .showed a -gain of
1,297,000,000. kwh. or .11.5%:above that of-the comparable 1958
week. R T ; e ’
Car Loadings 14.3% Above Corresponding 1958 Week -
.+ - Loadings of revenue freight for-the week ended April -4, 1959,
totaled 390.133 ‘cars, the Ass¢ciation of- American’ Railroads an-
- nounced,  This was an increase of 73,386 cars,,or 14.3% above the
- corresponding week 'in 1958, hut-a decrease of 53,959 cars, or 38.4%
below the corresponding week in 1957.
 Loadings in the week of April ¢ were 13,622 cars, or 2.3%
below the preceding weelz, due to the observance on April 1 of the
Eight-Hour-Day.Holiday in the :coal fields. -

. Lumber Shipments Again-Exceed ‘Production.

Lumber shipments of 477 mills reporting to the National Lum-
ber Trade Barometer were 6.2% above'.production for the week
ended April 4, 1959. In the same week new orders of these mills
were 2.7% below production.  Unfilled orders of reporting mills

amounted-to 44% of stocks..For reporting softwood mills, unfilled, ; -

orderswere equivalent to-21 days’ production at the current rate;
and gross stocks were-equivalent. to 44 days’ production.

For the year-to-date, shipments of,reporting identical mills
were 2.39, above production; new orders.were 5.2% above pro-
duction. ’ LN

For week ended April 4, as compared with the previous week,

production of reporting mills was 3.1% below, shipments were _

0.6% above; new orders were 6.6% belcw. For the latest week, as

against the corresponding week in 1958 production of reporting -

- mills was 17.9% above; shipments were 17.4% above; and new
orders were 2% above. g

Business inilures Rise in Week Ended April 9

Commercial and industrial failures climbed to 337 in the
week ended April 9 from 284 in the preceding week, reported
Dun ‘& Bradstreet, Inc. At the highest level in any week since
May 22 of last year, casualties came close to the 342 in the com-
parable week of 1958, and exceeded the 308 in 1957. Some 8%
more businesses succumbed than in prewar 1939 when there
were 313, :

Liabilities of $5,000 or more were involved in 272 of the
week’s casualties as against 241 in the previous week and 304 a
year ago. Among small failures, those with liabilities under
$5,000, the toll jumped to 65 from 43 and exceeded considerably
the 38 of this size in the similar week last year. Thirty concerns
faillqd with liabilities above $100,000, rising from 24 a week
earlier. : :

Wholesale Food Price Index Unchanged -

The Wholesale Food Price Index, compiled by Dun & Brad-
street, Inc., stood at $6.16 on April 7, unchanged from the prior
week.  There was a decline of 8.3% from the $6.72 of the similar
date a year ago which was the highest level reached in 1958.

Higher in price this week were wheat, corn, oats, bellies, and

butter. Commodities quoted lower were flour, rye, barley, hams, .

lard, sugar, cocoa, eggs, and steers,

The Dun & Bradstreet Wholesale Food Price Index represents
the sum total of the price per pound of 31 raw foodstuffs and meats
in general use. It is not a cost-of-living index. Its chief function
is to show the general trend of food prices at the wholesale level.

Wholesale Commodity Price Index Hits New High

The general commodity price level hit a new high for 1959 on
April 8 when it reached 289,51. Declines followed but the week
ended above last week’s figure as a result of substantial gains in
prices of bellies, hides and packer’s calfskin. The Daily Wholesale
Commodity Price Index, compiled by Dun & Bradstreet, Inc., in-
creased to 279.59 on April 13 from 278.73 the week before but was
below the 280.89 level of one year ago.

Light marketings and good export and domestic demand
brought corn prices to new highs in several markets.
offered by the Commodity Credit Corp for export at low prices,
helped depress whesat prices. Rye prices finished lower for the
second week after holding firm most of the week, ' For the third
consecutive week oats moved up. in price, with trading hampered
by lack of offerings. Soybeans were held back by Farmers as
prices - continued to rise. ' "

Flour was in small demand but ended the week several points
ahead of the prior week. Domestic sales of rice were moderate
but negotiations for susbtantial shipments to the Near and Far
East are pending, which, if compnleted, would absorb a good part of
the government surplus. Prices of rice held steady.

After a week of heavy trading, sugar prices were off a
fraction at the closing. Coffee prices remained steady with volume
mederately active. Cocoa dropped in nrice on light trading.

Hog prices fluctuated considerably during the week in active
trading but finished lower following a substantial increase in re-
ceipts. Supplies of caltle were small but prices 'on Steers slipped
at +he end of the week. ' Lan'h trading ‘was moderately active,
with prices showing a sharp decline. ‘ )

Prices on the New York Cotton Exchange were strong in the
early ‘part of the week but ended unchanged after profit taking
reduced the gains. United States exports of cotton in the week
ended last Tuesaay were about 52,060 bales, compared with 47,000
bales ‘in the preceding week and 105,000 bales in the same week
in 1958. Exports for the current season through April 7 were esti-
mated at 2,123,000 bales as cempared to 3,885,000 bales for the
comparable period -a'year ago.

Retailing Down in Post-Easter Week

the prior week and was down appreciapbly from the similar calen-
dar week last year, which was the 1958 pre-Easter week. Sales,
however, moderately exceeded those of the post-Easter week_a
year ago. The most noticeable year-to-year declines occurred in
aprarel, while volume in houschold goods was up moderately from
the like 19538 week. Scattered reports indicate that sales of new
passcnger cars remained ahead of year earlier levels. ]

The.total dollar volume of retail trade in the week ended
April 8 was 9% to 5% below the similar calendar week a year ago,
accerding ‘to spot estimates collected by Dun & Bradstreet, Inc.

Regicnal estimates varied from the comparable 1958 levels by the .

following percentages: New England —5 to —1; Mountain —6 1o
.—2; West North Central and East South Central —7 to —3; East
North Central —9 to —5; South Atlantic —10 to —6; Middle
Atlantic and West South Central —11 to —7; Pacific Coast —12
to —38.

Although post-Easter sales promotions offset some declinps,
sales of women’s apparel. fell considerably from both the prior

weck .and a year ago. Volume in women’s accessories and Spring .

coats was down sharply from last year and interest in dresses and
suits showed moderate declines, The call for men’s apparel was
down ‘appreciably from the same 1953 week, especially furnish-
ings and hats; decreases in men’s suits and sportswear were less
noticeable. . .

Retailers oi houschold. goods reported moderate gains from
both the prior week and a year ago. Increased buying of Summer
lawn tables and chairs boosted furniture sales slightly over a year
agc. Appreciable gains occurred in volume in refrigerators, air-
conditioners, and color television sets. Purchases of floor coverings,
and linens remained close to a year ago, but garden implements
showed a marked increase.

Nationiwide Department Store Sales Down 13%
Departmenrt store sales on a country-wide basis as taken from

the Federal Reserve Board’s Index for the week ended April 4, .

dropped 13% below the like period last year. In the preceding
week, for March 28, an increase of 16% was recorded. For the four
weeks ended April 4 a gain of 7% was registered.

According to ¢he Federal Reserve System department store

. sales in New York City for the week ended April 4 showed an

18% decrease from that of the like period last year. In the pre-
ceding week, March 28, an increase of 36% was reported and for
the March 21 week a 16% increase was recorded. For the four
weeks ended April 4 a decrease of 2% was noted over the volume
in the corresponding period in 1958.
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Cites Electronics
Revolution in France

France’s top producer of electronic
computing equipment in Europeé
describes electronic revolution oc-
curring abroad, calls for greater :

. cooperative exchange, and claim$

GAMMA 60 will be the world’s

first data processing machine te

handle several independent prob- -
lems at the same time.

A top French industrialist de-
clared recently that France is in
the midst of an electronics rev-
olution" which has immeasurably
strengthened the . scientific' and
technical structure of Western,
Europe. "

Mr. Georges Vieillard, founder
and general manager of the Com-~ °
pagnie des Machines Bull, Paris,
manufacturer of the GAMMA -
calculator and largest producer of
electronic computing equipmen$
in Europe, said that “this revolu~
tion had helped France expand its »
plant and equipment at the highest -
rate on the continent” in an in- >
terview at the Hotel Pierre. -

Mr. Vieillard called for greater.’
exchange of scientific, engineering -
and other technical personnel be<
tween the United States: and ’
France. £

“Both countries have a great .
deal to offer one another in this

.area and can only gain from closer

cooperation.”

France not only rebuilt devasg+
tated areas, Mr. Vieillard said, but -
increased industrial production
50% above highest:pre-World War
II level, according to official
figures. - * 2 Wy

By the end of 1956, the overall -
index of industrial production was .
42% above the 1953 level. The
1957 total exceeded 1956 by .9%
while for the first ten months of
1958 French: production; rose: an= *
other 7%, Mr. Vieillard pointed, ,
out. oy

Mr. Vieillard said that elec~
tronics computing equipment was .
being used in every area of thé -
French economy and particularly
by such government and scientific
organizations as .the Fren¢h *
Atomic Energy Commission,

. Center of Theoretical Chemistry,

French National Railroads, banks,

" insurance companies, gasand elec-
Consurer buying fell noticeably in the post-Easter week {rom -

tric ' companies, industrial atd
commercial organizations.

Hails GAMMA 60 as World’s Best .,
The Compagnie des Machin“es"
Bull general manager said that by
the end of 1959 or early 1960 the
GAMMA. 60 would be in produc-
tion. bl
'“It will be the first data proces=
sing machine in the world which
can handle several independent
problems at the same time.”
Mr. Vieillard gave some ex-
amples of speed: e
The GAMMA 60 transistorized , -

. data processing computerwill add,

100 microseconds; multiply, 360 .
microseconds; imput (120 digits,
memory time only); 242 micro-
seconds; memory access; 11 micro=
seconds (six decimals or four
alphanumerics or ‘single address
instruction). It has -fixed and
floating arithmetic. o
It can read 300 punched cards a
minute; print 120-characterlines
at 300 per minute. Printing speed
can be inereased by using more
than one printing unit, The
GAMMA 60_comprises ten-types
of units: arithmetic, logic,  com=
parer, translator, printer, card
reader, paper tape, - magnetic
tape, magnetic drum; and card
punch. “It is designed so that the
memory is kept busy all the time,
Mr. Vieillard pointed eout that
the Compagnie des Machines Bull
had climbed from 31st place in
1956 in listing of French com=-
panies on the Bourse on the basis
of capitalization to the 22nd pe-
sition in 1957. 2
“As of Dec. 31, 1958 our firm
was in 12th place.” 5
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Railroad

Securities

Norfolk & Western-Virginian Merger

Substantial savings in operations
arc forecast when the Norfolk &
Western and Vigginian Railways
are finally consolidated. Some
cstimates are that a minimum of
some $12,000,000 annual savings
¢an be made, while some place
the eventual figure at $20,000,000
o year.

While both of these coal carry-
ing roads are regarded as highly
efficient carriers, better utiliza-
tion of facilities could bring about
substantial operating economies.,
For example, tidewater coal traf-
fic for the entire new system will
He moved over the Virginian main
line. Prevailing grades on the
Virginian to tidewater are more

davorable than those on the Nor- -

folk & Western. Also, eastbound
{rains would use the Virginian’s
ward at Roaroke which should
reduce yard expenses. Coal now
moving over the N. & W. in 130
10 140 car trains could be heading
foward the doeks in 200 car trains
and without the use of pusher
service now  required - on  the
N. .& W. and this would be an-
other saving.

After coal reaches tidewater it
would be transferred to the
N. & W. to be handled at its mod-
ern facilities at Lamberts Point.
Handling costs will be reduced
since the equipment can dump
more than 50 tons of coal per
minute and this will mean-addi-
tional savings.

Better utilization of equipment
also will be a factor. It is esti-
mated 37 fewer diesels will be
necded to handle the combined
volume of the two roads. In addi-
tion, the freight car fleet will

Continued from page 2

have improved turn-around time
making for better utilization of
the cars. .

Besides the savings to be at-
tained by the rerouting of coal to
tidewater, there probably are
many duplicate functions and fa~
cilities, - Also, some tax savings
might accrue from elimination of
unnecessary facilitics. The dis-
posal of duplicate waterfront
property should provide benefits
through sale and tax reductions.
It is believed the combined roads
will have sufficient equipment so
that additional purchases will not
be necessary, which will mean
debt and interest charges will not
be increased.

Much depends on the future of
bituminous coal. Domestic con-
sumption has- been improving,
while export demand continucs aft,
a low level. Continued growing
demand from the domestic utili-
ties insures good movement of
soft coal. European reserves of
high-grade coking coal are down.
With steel output on the Conti-
nent expected to expand, it is be-

lieved demand for coal from this.

source will improve,

The consolidation plan provides
for a tax-free exchange of stock
on the basis of 0.55 shares of
N. & W. for cach share of Vir-
ginian common. Norfolk & West=-
ern will issue a 6%, $10 par cumu-
lative non-callable preferred to bc
exchanged for the outstanding
Virginian 6%, $10 par issue. This
is one of the last of the railroad
consolidation plans proposed and
it has moved more rapidly than
any of the others.

\

The Security I Like Best

¥and be purchased at a 50% dis-
© count? :

In addition, shareholders own
one of the most efficient news-
print producers in the paper in-
dustry. Since 1952, $75 million or
some $72 a share has been spent
on new plants and improvements.
According to management, two
new giant paper machines at
the company’s East Millinocket
{Maine) Mill “are today making
newsprint of excellent quality at
a speed higher than that of most
machines in the industry”. As a
vesult the compahy’s “break even”
point has been substantially re-
duced.

Great Northern is the largest
domestic newsprint producer sup-
plying between one-quarter and
©one-third of the nation’s produc-
dion. 220 leading U. S. newspapers
in the area east of the Mississippi
are its principal customers. News-
print is still the company’s most
important product but increased
emphasis is being placed on the
production of higher profit margin
specgalty papers. In 1958 sales of
specialty papers jumped 25% and
amounted to 15% of the company’s
production. Included in this cate-
gory are such items as light weight
catalog paper and magazine grade
papers.

Great Northern pioneered in the
use of hardwoods in the produc-
fion of pulp for newsprint. Since
1953 hardwoods have increasingly
supplemented the traditional soft-
woods in pulp making. As a result
the company’s extensive stands of
maples, birches, and poplars are
now being used which means
there should never, in the future,
be any problem of obtaining
ample supplies of wood.

As already noted, last year
farnings slipped to 29 cents a

share (after deducting dividends
on the preferred stock which has
since heen retired. Without the
preferred issue the common
earned 61 cents a share in 1958)
from the record $5.44 earned in
1956. 1958 profits also exclude
34 cents a share profit on the sale
of timberlands. There were two
reasons for the decline. First, con-

‘sumption of newsprint contracted

moderately as the business reces-
sion deepened. Second, sales to
newspapers in the deep south
dropped sharply as new and ex-

panded newsprint mills in that .

area went into production.
Looking further ahead, this

adverse trend should be more than |

offset by favorable developments.
Specifically, the Whitney inter-
ests which control Great Northern,
recently gained control of the New
York Herald Tribune and the na-
tionally syndicated Sunday sup-
plement Parade Magazine. As
present contracts expire, these
publications could absorb sub-
stantial amounts of Great North-
ern’s output.

Per’ share earnings should re-
bound to about $3.00 this year and
an increased dividend later in the
year appears probable. It should
also be pointed out that reported
earning power is currently under-
stated. In 1956 depreciation
charges totalled $6.9 million and
rose to $8.1 million last year. 1958
cash flow earnings reached a rec-
ord $8.80 a share. Since capital
expenditure will drop sharply in

1959 and subsequent. years, re- !

ported net income should show a
commensurate increase.

On Dec. 31, 1958 shareholders
equity was $57.79 a share. How-
ever, this figure is an understate-
ment. For instance, the value of
timberlands-i:is - carried: ~on s the-

The Commercial and Financial Chronicle ., .

books at-only $5.8 million whereas,
the going market value probably
exceeds $100 million. Add to this
the $75 million spent on’ new
plants and improvements during
the past six years, $20 of working
capital per share and deduct the
$43 million indebtedness, and the
actual net asset value of each
common share approximates $150.
From these figures it is apparent
why Great Northern Paper quali-
fies as the “Security I Like Best”
for investors seeking real value
for each dollar they invest.

Smith, Barney Group
Offers Philco Debs.

Public offering of $22,000,000
Philco Corp. "4V % convertible
subordinated debentures due April
15, 1984
(April 16) by an underwriting
group headed by Smith, Barney
& Co. The debentures are priced
at 100% plus accrued interest.

The debentures are convertible
into Philco common stock at $3314
a share on or before April 15,
1969 and thereafter at $40 per
share. e

The issue will have the benefit
of ‘a mandatory -annual sinking
fund of $880,000 commencing in
1969 and designed to retire 60%
of the debentures before matur-
ity. In addition to the required
sinking fund the company may
make .an optional sinking fund
payment - annually of not more

than the required payment, also

beginning in- 1969. The deben-
tures will- be redeemable for the
sinking - fund. at 100%  plus ac-
crued interest., They also are re-
deemable at the option of the
company as a whole or in part at
any time at prices ranging from
104%1% to 100%, plus accrued in-
terest.

The business of Philco Corp.
and its subsidiaries is divided into
two major categories: “Consumer
Products” and “Government and
Industrial.” Consumer Products
include television receivers, refrig-
erators and freezers, home laun-
dry equipment, radios, whono-
graphs, room air conditioners and
electric ranges. Government and
Industrial operations include re-
search and development work,
and the development and manu-
facture of guided missiles and tor-
pedoes, radar equipment, high fre-
quency and microwave radio and
television communications equip-
ment, electronic computers, tran-
sistors, vacuum and cathode ray
tubes and high frequency diodes.

Walter E. Heller
Sells Notes Privately

Walter E. Heller & Co. an-
nounces the placement with insti-
tutional investors of a total of $4,-
000,000 of notes. v
Included in this amount were:
$3,000,000 of 5'%2% subordinated
notes and $1,000,000 of 5% con-
vertible junior subordinated notes,
both series due 1974.

F. Eberstadt & Co. and Dean
Witter & Co. negotiated the trans-
actions. )

Heller, a major commercial fi-
nancing and factoring organiza-
tion, will use the net proceeds
from the private sale to expand
general funds, thereby enabling
the company to increase its pres-
ent volume of business. The com-
pany in 1958 had gross income of
$19,253,022 and net income of $3,-
775,829, both record figures.

Heller was founded in 1919,
headquarters in Chicago, main-
tains offices in New York and
Atlanta, and has subsidiaries in
Chicago and Los Angeles.

Stern Bros. Adds

(Special to THe FINANCIAL CHRONICLE)
KANSAS CITY, Mo.—John E.
Rein has been added to the staff
of Stern Brothers & Co., 1009 Bal-
timore Avenue, members of the

Midywest, Stock Exchange. - -

is being made today ~

~membecr of the

\
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Rise of U. S. Bonds in Banking System. .

Seen as Fiscal Irresponsibility

Writing in Monetary Notes, Dr. Walter E. Spahr calls attention .
to the shortening of maturities in Federal debt from 1953-1958,
and the continued increasing use of the banking system to
finance our Federal Government. Why, he asks, is the answer
always that we cannot undertake proper methods of govern-
ment financing and, also, return to a trustworthy currency?

One of the country’s foremost
monetary experts reveals the ex-
tent to which’ we continue to
widen the gap between fiscal
intentions and
fiscal nrac-
tices at the
expense of our
economic
health.

For the past
-25 years, Dr.
Walter K.
Spahr has
chronicled our
country’s
monetary and
fiscal experi-
ence as a
not too well Walter, E.- Spahr
known Econ-
omists’ National Committee on
Monetary Policy whose office is
in. New York City. This non-
profit, educational-research com-
mittee -of monetary economists
has managed to keep itself alive

as a surprisingly effective con-
science and watch dog of our.

monetary system commencing
with the tinkering of the price
of gold between 1933 and 1934.
Dr. Spahr is the committee’s Exec-
utive Vice-President. At present
the committee is undertaking an
investigation ‘of our monetary-
banking policies and practices.

Shortened Maturities

In the committee’s April monthly
newsletter, Dr. Spahr writes that
the:

“Federal debt stood at $285,-
830,611,241 on Ieb. 4, 1959. On
June 30, 1953, it\was $256,863,000,-
000. The average length of the
Federal debt, June 30, 1953, was
five ycars, eight months. In No-
vember, 1958, it was four years,
nine months.

“On July 27, 1953, 56 members
of the Econoists’ National Com-
mittee on Monetary Policy issued
... [a] statément to encourage the
United States Treasury to turn
from banks to savers as a proper
means ol marketing Federal debt
and to institute a redeemable cur-
rency both as an aid to the Treas-
ury in returning to a better type
of financing and to give this Na-
tion. an honest and sound cur-
rency.”

B B #
Monetization of Federal Debt
“According to the Federal Re-

serve Bulletin for January, 1959,
pp. 23 and 33, all cdommercial
barks held $67,320,000,900 of U. S.
Government obligations on Nov.
26, 1958, as compared with $56,-
910,000,000 on Nov. 27, 1957, an
increase of $10,410,0G0,000.

“On Nov. 26, 1958,"all member
banks of the Federal Reserve Sys-
tem held $55,328,000,000 of U. S.
Government obligalions as com-
pared with $45,823,0G0,000 on Nov.
27, 1957, an increase of $9,503,-
000,000.

On Nov. 26, 1958, Federal Re-
serve banks held $25,578,000,000
of U. S. Government securities
(bought outright, and $156,000,-
000 held under repurchasc agree-
ment) as compared with $23,167,-
000,000 (bought outright, and
$151,000,000 under repurchase
agreement) on Nov. 27, 1957, an
increase of $2,411,0G60,000 (bought
outright). In that year the Fed-
eral Reserve System monetized
Federal debt to the extent of $11,-
916,000,000. And, to the degree
that Federal Reserve Banks add
to member bank reserves by
monetizing Federal debt, the pos-

sibilities of expanding "deposit
- currency - are-- multiplicative- _in

nature because of fractional re-
serve requirements.

“Monetization of Federal debt—
that is, conversion of Federal debt
into bank deposits or Federal
Reserve notes —is an improper
procedure. It tends to depreciate
the value of the people’s: cur-
rency, and it creates a variety of
other economic distortions.

“Our Federal Government, dur-
ing the last two decades in par-
ticular, has shown a remarkable
degree of irresponsibility in fi-
nancing itself in this manner; and
there is no evidence of any im-
portant tendency.to improve the
management of Federal fiscal af-
fairs. There' are always excuses
offered as to why a return to an
honest: .and -sound ' currency: and
to proper methods of government
finaneing  cannot‘ be undertaken
at this time. -The campaign com=
mitments of the present Adminis~
tration in 1952 and practices since
constitute a-deplorable record of
promise versus - lack' of - fulfill-
ment. All “our political 'Admin-
istrations- “and. Congresscs - since
early 1933 ‘have been .heavy and
profligate 'spenders  and mone-
tizers of Federal debt. ‘From the
Annual Report of the Board of
Governors of the Federal Reserve
System for~1945, p. 1: ‘Approxi-
mately $95 billion, or 40%, of the
borrowing - [of the Federal Gov-
ernment between -June 30, 1940,
znd the end of 1945], was raised
by selling -government 'securities
tothe "commercial banking sys-
tem.” Such procedure has been a
most potent factor in driving
down the - purchasing power of
our dollar 58% since 1939, in giv~
ing us the highest index of whole-
sale prices since 1748, and prob-
ably in causing our relatively
heavy loss of Treasury gold in
1958 and since.

“There are many thoughtful
citizens who believe that nothing
will stop our government in its
profligate and foolish spending
and monetization of Federal debt
until disaster engulfs this Nation;
and it seems recasonably clear that
there is nothing of importance in
the current  picture which indi-
cates that this widespread belief
is not well grounded.”

Two With Midland Inv.

(Special 10 THE FINANCIAL CHRONICLE)

COLUMBUS, Ohio—Patrick W,
Doyle and Donald E. Wood have
become connected with Midland
Investors Company, 52 East Gay
Street.

Joins Samuel & Engler
(Special to THE FINANCIAL CHRONICLE)
COLUMRUS, Ohio—George W.
Arensberg has joined the staff of
Samuel and Engler Company,
16 East Broad Street.

With Merrill Lynch

(Speeial to THE FINANCIAL CHRONICLE)
ZANESVILLE, Ohio~— Howard
Biel is now connected with Mer-
rill Lynch, Picrce, Fenner & Smith
Incorporated, Masonic Temple
Building.

Gustave Mahler
* Gustave Mabhler, Vice-President
of Schroder Rockefeller & Co.,
Inc., passed away March 29 at the
age of 54.

Frederick L. Free’

Frederick L. Free, of Frederick
L.-Free & Co, New -York City,
passed: away -April. 10... ..
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Indications of Current
Business Actmty

AMERICAN IRON AND STEEL INSTITUTE:
Indicated Bteel operations (per cent capacify)e— . ... B
Equivalent to—
Steel’ ingots .and castings (net tons) e omovmcmcmmcmen o
AMERICAN PETROLEUM INSTITUTE:
. Crude oil and ‘condensate output—daily average. (bbls. of
42 gallons each).

p:'il 12
April 19

April

Crude runs to stills—daily -average (bbls.)oe e i
QGaseline output: (bbls.)

April
April

Kerosene output (bbls.)

April

Distillate fuel oil output (bbls.)
Residual fue} oil output (bbls.).

April =
April

Stocks at refineries, bulk terminals, in transit, in pipe lines—
Finished and unfinished gasoline (bbls.) 8bemeccmamaa
Kerosene (bbls.) at
Distillate fuel oil (bbls.) at.
-Residual fuel oil ¢bbls.) at

April
April 3
April
April

ASSOCIATION OF -AMERICAN RAILROADS:

Revenue freight loaded (number of cars)

Revenue freight received from connections (no. of cars)—
CIVIL “ENGINEERING CONSTRUCIION ~~ ENGINEERING
¥ : NEWS-RECORD:

Total U, 8. construction

April
April

April

- Private construction

April

- Public construction.
-State and municipal..
-¥ederal

COAL OUTPUT (U, S. BUREAU OF MINES):
* Bituminous coal and lignit® (tons)

April
April
April

April

Pennsylvania anthracite (tons)

April

DEPARTMENT STORE SALES INDEX—FEDERAL RESERVE :
April

. SYSTEM~1947-49 AVERAGE == 100.

EDISON ELECTRIC INSTITUTE:
Electric-output (in 000 kwh.).

April 11

FAILURES (COMMERCIAL AND INDUSTRIAL) — DUN &

_. ~-BRADSTREET, INC,

. FRON 'AGE COMPOSBITE PRICES:
Finished steel (per 1b.)
Pig-iron (per gross ton)

April 9

April
April

Scerap steel (per gross ton)
METAL PRICES (E. & M. J. QUOTATIONS):
- Electrotytic copper—-

Domestiec refinery at

- Export refinery at.
Lead. ¢New York) at
Lead (St. Louis) at
tZine (delivered) at
Zine (East St. Louis) at

- Aluminum (primary pig. 99.5% ) at...

. Straits tim (New York) at

MOODY’S BOND PRICES DAILY AVERAGES:

¢ .U, B. Govérnment Bonds

... Awerage corporate

Aag
A
AL
Baa
Railroad Group
Public “Utilities Group.
- Industrials Group

MOODY'S BOND YIELD DAILY AVERAGES:
. U. 8. Government Bonds

__April14

April

April

April 14
April 14
April 14
April 14
April 14
April 14
April 14
April 14

April 14

April 14

Average Corporate ...
Aag
A .
A
Baa
Raflroad Group
Public Utilities Group.
Industrials Group
MOODY'S COMMODITY INDEX
NATIONAL PAPERBOARD ASSOCIATION:
Orders received (tons)
Production (tons)
‘Percentage of activity.
Unfilled orders (tons) at-end of period.__
‘OH., PAINT AND DRUG REPORTER PRICE INDEX—
1949 AVERAGE :=: 190.
'ROUND-LOT. TRANSACTIONS :FOR ACCOUNT OF ME M-
BERS, EXCEPT ODD-LOT DEALERS AND SPECJALISTS
Transactions of specialists 1n stocks in which registered—
-Tofal purchases.
Bhort sales
Other sales
Total sales
Other transactlons initiated on the floor——
Total ;pur
Short sales
Other sales
Total sales
‘Other transactions initiated off the floor-—
Total pu

April 14
April 14
April 14
April 14

~April 14
.. April 14

April 14
April 14

4
_._April 4

April 10

Mar, :
Mar.
Mar,
Mar.

Mar,
Mar.

Short sales
Other sales
Total sales
Total round-lot transactions for account of members-—
Total purchases.
Short, sales
- Other sales
Total .sales

STOCK TRANSACTIONS FOR ODD-LOT ACCO[‘\T OF ODD-
LOT DEALERS AND SPECIALISTS ON N. Y. STOCK
EXCHANGE—SECUURITIES EXCHANGE COMMISSION

. Gdd-lot sales by dealers (customers’ purchases)—?t
Number of shares.
BDollar value
Odd-lotpurchases by dealers (customers sales)—
Number. of orders—Cust * total sales

Mar.

.Mar.

Mar.

Mar.
Mar.
Mar.
Mar.

Mar. 21
Mar. 21

21
21

Mar.
Mar.

€ustomers’ short sales.
“Cust 8" other sales.

Mar. 21

‘Dollar value
Round-lot -sales by dealers—
Number of shares—Total sales

Mar.

Mar. 21

21

Short sales

~Other sales

Round-~lot purchases by-dealers—
Number of shares.

21
21

21

Mar.
Mar.

Mar.

'TM\AL ROUND-LOT STOCK.SALES ON THE N. ¥. STOCK
EXKCHANGE — SECURITIES. EXCHANGE COMMISSION
*¥OR ACCOURT OF MLMBEBB (SHARES):

+Total round-lot sales— -
8hort- sales 2
.Otlier sales.
-+~ Total sales :

7 HHOLBSALB ‘PRICES, “NEW EEﬂIES—-U. S.'DEPT. OF

. LABOR — ¢1847-49 = 100):"
Commodnty Group—-

=All
PFarm products

. r: d foods.

April 7
April 7
April 7
April 7

Latest
Week
§93.5

$2,648,000

7,128,565
18,199,000
28,405,000

2,184,000
13,784,000

6,681,000

213,448,000
18,616,000
78,694,000
58,710,000

590,133
561,207

$469,800,000
206,500,000
263,300,000
118,700,000
143,600,000

6,835,000
308,000

17
12,604,000
337

.6.196¢
$66.41
$36.50

31.225¢
30.450¢
11.000c
10.800¢
11.500c
11.000c
24.700¢
102.500¢

84.96
39,64
92,93
91,77

D18s o bo D
TR WD ]

D e
S ten 13 b0 1l
N NS

357,953
295,358

89
498,653

111.52

3,291,090

572,550
2,637,930
3,210,480

650,670

61,600
584,430
646,220

1,030,530
199,700
959,780

1,159,480

4,972,290

834,050
4,182,140
5,016,190

2,225,820
£108,293,867

2,029,208
6,166
2,023,042
$99,449,928

567,350

758,190

950,580
21,758,840
22,749,420

119.5

90.9
107.1
100.4
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The followmg statistical tabulations cover prodiction and other figures for the '

" Tatest week or month available.

Dates shown in first column are either for tlu

week or month ended on that date, or, in cases of quotations, are as of that dates)

Previous
Week
*03.3

*2,641,000

7,193,220
8,007,000
28,060,000
1,802,C00
13,281,000
6,867,000

212,954,000
17,883,000
76,672,000
55,917,000

603,755
576,443

$338,300,000
121,600,000
216,700,000
144,500,000
72,200,000

7,920,000
373,000

141
12,618,000
284

6.196¢
$66 41
$37.83

WA

31.425¢
30.425¢
11.000c
10.800c
11.500¢
11,000¢c
24.700¢
102.625¢

85.36

4,19
4.28
4.42
4,84
4.55
4.45
431

391.0

306,512
318,345

95
433,180

11079

3,020.690

552,410
2,500,500
3,052,910

548,370

43,500
580,510
623,010

940,450

1, 18() 180

4,509,510

801,340
4,055,360
4,856,700

2,220,551
$111,268,421

1,981,563
6,375
1,975,188
£99,242,727
536,890
536,690
770,350

924,410
21,413,570
22,337,980

119.5

90.9
107.3
100.4

Month
Ago
92.9

2,631,000

7,212,920
8,207,000
27,461,000
2,393,000
15,103,000
7,500,000

207,015,000
18,985,000
80,616,000
54,835,000

595,930
578,825

$372,100,000
202,200,000
169,900,000
144,800,000
25,100,000

7,715,000
394,000

118
12,996,000
311

6.196¢
$66.41
$41.17

20,7258
30.025¢
11.500¢
11.300¢
11.500¢
11.000¢
24,700¢
102.250¢

85.50
90.06
93.97
92,64
10.06
84,04

369,514
315,717

96
474,212

110.56

2,613,450

432,080
2,121,280
2,553,360

.)25 700

763,435
139,270
796,565
035,835

4,014, 8‘)5

1,939,608
$99,429,957

1,683,681
8,545
1,675,136
$61,199,968

440,080
440,080
734,768

740,140
18,586,090
19,326,230

119.3
90.5
107.2
99.3

Year
Ago
47.6

1,285,000

6,267,435
7,214,000
25,124,000
2,203,000
11,506,000
6,785,000

214,754,000
16,912,000
74,545,000
54,750,000

516,247
497,474

$354,588,000
171,649,000
182,939,000
142,432,000
40,507,000

6,283,000
318,000

134
11,307,000
342

5.967¢
$66.49
$33.50

24.400¢
21.725¢
12.000¢
11.800¢
10.500¢
10.000¢
24.000¢
92.500¢

96 92
95.77
102.13
99.36
95.92
86.65
91.05
97.78
98.73

o v 2
caoox
RO S

Lk
LW
SRS

J 83
304.7

335,027
279,404
8

8
404,209

110.01

1,480,690

320,550
1,168,910
1,489,460

408,520

61,700
385,050
446,750

508,951

77,730
473,433
551,163

2,598,161

459.980
2,027,393
2,487,373

1,153,211
$50,187,447

1,022,426
20,782
1,001,644
$44,598,437

293,470
293,470
423,110

748,920
11,104,450
11,853,370

119.6

99.4
110.5
108.7

AMERICAN IRON AND STEEL INSTITUTE:
Sceel ingots and ‘steel for castings protuced
(net tons)~~Month of February.
Shipments of steel products (net tons)—
Month of January
AMERICAN ZINC INSTITUTE, INC.—Month of
February:
SIabogluc smelter output all grades (tons of
2,000 pound
Shipments (tons of 2,000 pounds).
Stocks at end of period (tons)-... S
BUSINESS INVENTORIES = DEPT. OF COM-
MERCE NEW SERIES — Month of Jan,
(Millions of dollars):
Manufacturing
Wholesale
Retail ... ...

Total
COAL OUTPUT (BUREAU OF MINES)-—-Month
of March:
Bituminous coal and lignite (net tons)
Pennsylvania anthracite (net tons)........
COKE (BUREAU OF MINES)—Month of Feb.
Production (net tons)

Oven coke stock at end of month (nct to 5)

CONSUMER CREDIT OUTSTANDING—BOARD
OI' GOVERNORS OF THE FEDERAL RE-
SERVE SYSTEM—REVISED SERIES—Esti-
mated short and intermediate term credit
in millions as of Feh, 28:

Total consumer credit ..

Automobile
Other ¢ r goods
Repalirs and modernization loans..
Personal loans
Neoninstaiment credit
Single payment loans
Charge . accounts
Service credit

DEPARTMENT STORE SALES—FEDERAL RE-
SERVE SYSTEM—1947-19 Average=—=100—
Month of March:

Adjusted for seasonal variation.... ..
Without scasonal adjustment ... ;

DEPARTMENT STORE SALES SECOND FED-
ERAL RESERVE DISTRICT FEDERAL
RESERVE BANK OF NEW YORK—1917-4%9
Average-=100—Month*of Fcbruary:

Sales (average monthly), gnadjusted.,....
Sales (average daily), unadjusted S
Sales (average daily), seasonally adjusted....
INTERSTATE COMMERCE COMMISSION— |
Index of Reilway Employment at middle ot
March (1947-49=-100)

LIFE INSURANCE—BI YMENTS TO
TOLICYHOLDERS - INSTITUTE ()l' LIFE
INSURANCE—Month of Dccember:

Death benefits .
Matured endowmen
Disability payments ...
Annuity payments ..
Surrender values .
Policy dividends ...

Total ...
LIFE INSURANCE PURCIHAS s — IV&TITUTF
OF LIFE INSURANCE ~— Month of Jan.
(000,000 omitted): .
Ordinary ek
Industrial
GIOUD oo

Total —..
MONEY IN CIRCULATION—TREASURY DEPT.
As of Jan. 31 (000's omitted)
MOODY’S WEIGHTED AVERAGE YIELD OF
100 COMMON STOCKS — Month of Mar,:
Industrials (125)
Railroads (25)
Utilities (not incl. Amer. Tdl. & Tel.) (24)...
Banks (15) <
Insurance (10)
Average (200)
MOTOR \LllICLE FACTORY SALES l"ROM
PLANTS IN U. 8.—AUTOMOBILE MANU-
}‘ALTLRERS’ ASSN.—Month of March:
Total number of vehicles,
Number of pa CArs .
Number of motor trucks
Number of motor coaches-
NONFARM REAL ESTATE FORECLOSURES—
'EDERAL SAVINGS AND LOAN INSUR-
ANCE . CORPORATION—Month of Dec.-..
PORTLAND CEMENT (BUREAU OF MINES)-—
Month of February:
Production (harrels)
Shipments from mills (barrels)-
Stocks (at end of month—barrels
Capacity used (per €ent)eaeee—ee——
RAILROAD FARNINGS CLASS I ROADS (AS-
SOCIATION OF AMERICAN RRs)—Month
of February:
Total operating revenues
Total operating expense:
‘Taxes,
.Net railway operating income before charges
Net income after charges (estimated)

REAL ESTATE FINANCING IN NONFARM

ARFAS OF U. S.— HOME LOAN BANK
BOARD—Month of Dec. (000's omitted):
Savings and loan ati
Insurance companies
Banks and trust companies
Mutual savings banks
Individuals ~..
Miscellaneous lcndmg lusmutlons

Total

Latest
Month

9,603,000
6,186,168

$49,500
11,900
24,100

Year
Ago

5,782,323
5,215,417

Previous
Month

9,317,385
5,512,369

68,354 .
59.511
189,189

76,481
70,941
195,777

$52,900
12,600
24,500

$49,200
12,000
24,000

$85.500

34,330,000
1,667,000

5,526,814
5,436,617

90,197
3,709,108

$44,071
33,751
14,223
8,767
2,116
8,645
10,320
3,663
4,004
2,753

$264,500,000
88,800,000
10,000,000
47,200,000
135,800,000
199,900,000

$85,200

ik $90,000

32,840,000
1,557,000

32,471,000
1,501,000
5,614,696 - 4,078,567
4,041,122
37,445

81,
3,792, 667 3,347,045

444,415
33,768
14,155

$43,017
33,278
15,030

$214,800,000 $255,400,000
65,400,000 67,200,000
9,200,000 8,800,000
46,500,000 40,300,000
103,700,000 119,100,000
97,000,000 190,400,006

$746,200,000

$3,486
459
779

$536,600,000  $681.200,000

43,454
464
1,595

44,382
499
2,132

$4,724
431,125,000

WIS LI L
O
wwoaoo®

686,439
576,365
109,804

270

3.522

16,710,000
14,785,000
36,605,000

54

$748,269,119
609,210,746
74,185,789
39,793,694
19,240,000

$982,801
142,671
507,744
164,640
299,427
531,300

§T,013 5,513

$32,193,000

#18,04,000
#14,416,000
#34,838,000

55

14,125,000
10,854,000
36,383,000

50

$784,227,845 $693,038,346
644,544,329 599,522,796
118,905,591 60,442,244
36,160,074 9,067,596
22,000,000 **10,000,000

$931,797
128,249
474,026
154,097
212,492
471,376

$665,816
124,674
325,019
112,507
260,132
362,853

$2,628,583

UNITED STATES EXPORTS AND IMPORTS
BUREAU OF CENSUS — Month of Dec.:
(000's omitted):

$1,513,600

Exports
Imports
UNITED STATES GROSS DEBT DIRECT AND
GUARANTEED—(000’s omitted):
As of March 31
General funds balance.

1,253,400

$282,153,039
4 438,286

$2,432,037 . $1,851,001

$1,596,200
1,089,000

$1,638,600
1,141,100

$285,215,969 S" 2,728,185
5,274,249 6,075,602

au commodiclu other thln !arm ona £00dS———eeeeee_April 7 127.9 127.9 127.7 125.8

- *Revised - figure, -7 Incluxlas~“30 000 baerrels of foreign crude runs. §Based on new-annual capacity of 147,633,670 {ons
‘as of Jan, 1, 1959, as against.Jan. 1, 1958 basis of 140,742,570 tons. tNumber of orders not reported since introduction of
Monthly Investment Plan. iPrime Western Zine sold on dvlivered basis at centers where freight from East St. Louls exceeds
one-half-cent & pound.
gitized for FRASER
p://fraser.stlouisfed.org/

Net debt
Computed annual rate .-

*sDeficit.

$277,714,753. $2179, 941 7"0 $266, 652 583
2.801% 2.125%

-*Revised figure.”




.94 (1778)

W

Securities Now

Academy Life Insurance Co. (4/27)

March 31 filed 310,000 shares of common stock (par 30
cents) to be offered for subscription by common stock-
holders on the basis of 0.525 shares of additional stock
for each share held of record April 24, 1959 (for a 20-
day standby). Price—To be supplied by amendment,
Proceeds—For additional working capital, Office—405
Exchange National Bank Bldg., Denver, Colo. Under-
writers—Boettcher & Co., Inc. and Bosworth, Sullivan
& Co., Inc., both of Denver, Colo,

Adam Consolidated Industries, Inc. (4/20-24)
March 30 filed $1,500,000 of convertible subordinated
debentures, due 1974. Price—To be supplied by amend-
ment. Proceeds—For general corporate purposes. Offyce
—404 Fifth Ave.,, New York, N. Y. Underwriter—Demp-
sey-Tegeler & Co., St. Louis, Mo.

Advanced Research Associates, Inc.
Dec. 1 filed 400,000 shares of common stock (par five
cents). Price—$6 per share. Proceeds—For research and
development program; and for equipment and working
capital. Office — 4130 Howard Ave, Kensington, Md.
Underwriters — Wesley Zaugg & Co., Kensington, Md.,
and Williams, Widmayer Inc., Washington, D. C.

Agricultural Insurance Co.

March 23 filed 132,000 shares of capital stock (par $10),
to be offered in exchange for stock of Anchor Casualty
Co. at the rate of ore Agricultural share for each Anchor
common share (par $10) and 11/10 Agricultural shares
for each share of Anchor $1.75 cumulative convertible
preferred stock (par $10). Office — 215 Washington
Street, Watertown, N. Y. Underwriter—None.

® Ajda Industries, Inc. (4/22)

March 16 (letter of riotification) 50,000 shares of eumula-
tive preferred stock (par 75 cents). Price—$1 per share.
Proceeds—For general corporate purposes and working
capital. Business — Manufacture, sale and distribution
of novelty items, toys and costume jewelry. Office —
146 West 28th St, New York, N. Y. Underwriter —
Darius Inc., New York.

® Airtek Dynamics, Inc. (4/27-5/1)

March 27 filed 150,000 shares of common stock (no par).
Price—$8 per share, Proceeds—Ior additional working’
capital and for repayment of bank and other loans. Of-
fice — 2222 South Figueroa Street, Los Angeles, Calif.
Underwriter—S, D, Fuller & Co., New York.

Alabama Power Co. (4/30)

April 3 filed $20,000,000 of first mortgage honds due
1989.  ‘Proceeds — For. property additions and improve-
ments. Underwriter—To be deétermined by competitive
bidding. Probable bidders: Halsey, Stuart & Co. Inc.;
Lehman Brothers; Eastman Dillon, Unfon Securities &
Co.; Equitable Securities Corp. and Drexel & Co.
(jointly); Harriman Ripley & Co., Inc. and Goldman,
Sachs & Co. (jointly); Morgan Stanley & Co.; Blyth &
Co., Inc. and Kidder, Peabody & Co. (jointly); The First
Boston Corp.” Bids—Expected to be received up to 11
a. m. (EDT) on Apr# 30. i

‘Alaska Juneau Gold Mining Co.
Dec. 29 filed 640,660 outstanding shares of common
stock, of which 800,000 shares are to be offered cur-
rently and the remaining 340,660 shares in the future.
Price—To be supplied by amendment. Proceeds—To
selling stockholders. Officc—6327 Santa Monica Boule-
vard, Los Angeles, Calif. Underwriter—Lester, Ryons
& Co., Los Angeles, Calif. No public offering expected.

Alaska Mines & Metals Inc. .
Feb. 25 filed 1,431,200 shares of common stock (par $1),
of which 1,000,000 shares are to be offered publicly -and
431,200 shares are to be reserved for sale to the holders

of 6% debentures due 1962 issued.by. DeCoursey-Brewis

Minerals Ltd., the company’s parent (payment for the
shayes by such debenture holdei's may be made by
delivery of debentures at par plus interest with premium
for Canadian exchange rate). Purchasers will receive
common stock purchase warrants on all shares purchased
for cash or for the 6% debentures of the parent at the
rate of one for each five shares purchased. Price—$1.25
per share. Proceeds—For general corporate purposes and
workKing capital. Office—423 Fourth Ave, Anchorage,
Alaska. Underwriter—To be named by amendment,

Allied Publishers, Inc., Portland, Ore.
3ov. 28 (letter of notification) 22,000 shares of common
stock (par $1). Price—$8.50 per share. Proceeds—For
general corporate purposes. Office—665 S, Ankeny St,
Portland 14, Ore. Underwriter—First Pacific Investment
Corp., Portland, Ore.

Alscope Explorations Ltd. -

March 26 filed 1,000,000 shares of capital stock, of
which: 700,000 shares are to be offered publicly in the
Unjted States, and 300,000 shares in"Canada. Price—Re-
lated to the then current market price on the Canadian
Stock Exchange (31 cents per share on March 16), Pro-
ceeds—For properties, drilling costs, working capital and
general corporate purposes. Office — 303 Alexandra
Bldg., Edmonton, Canada. Underwriter—None in United
§tat&s;'Forget & Forget in Montreal, Canada.

% American Agricultural Chemical Co. (5/4-

April 10 filed 216,093 shares of common sts)cl/t (fso)llow-
mg_three-for-one stock split expected to become ef-
fective May 5, 1959).. Price—To be related to current
market at time of offering, Proceeds—For capital ex-
penditures. Office—100 Church Street, New York, N. Y.
Underwriter—Hayden, Stone & Co., New York,

The Commercial and Financial Chronicle

in Registration

American Asiatic Oil Corp. :

Nov. 24 filed 100,000,000 shares of capital stock. Price—
T'wo cents per share. Proceeds—To sc_alling st.ockholders.
Office—Magsaysay Building, San Luis, Ermita, Manila,
Republic of Philippines, Underwriter — Gaberman &
Hagedorn, Inc., Manila, Republic of Philippines.

American Biltrite Rubber Co., Inc. (4/20-24)
March 31 filed 325,000 shares of common stock (no par).
Price — To be supplied by amendment. Proceeds— To
selling stockholders. Underwriter—Goldman, Sachs &
Co., New York.

American Buyers Credit Co. ;
Nov. 13 filed 5,000,000 shares of common stock, of which
4,545,455 shares of this stock are to be offered for public
sale at $1.75 per share. [Shares have been issued or are
lssuable under agreements with various policy holders
in American Buyers Life Insurance Co, and American
Life Assurance Co. (both of Phoenix) permitting them

10 purchase stock at $1.25 per share. Sales personnel-

nave been given the right to purchase stock at $1.25
ser share up to the amount of commission they receive
n stock sales made by them.] Proceeds—For the opera-
:ion of other branch offices, both in Arizona and in other
states. Office—2001 East Roosevelt, Phoenix, Ariz. Un-
{erwriter—None. :
American Growth Fund, Inc., Denver, Colo. . "

Yov. 17 filed 1,000,000 shares of capital stock.(par one.
:ent), Price—At market. Proceeds-—For investment

Office—800 Security Building, Denver,. Colo. Under,
sriter—American Growth Fund. Sponsors, Inc., 800 Se-::

-urity Bldg., Denver 2, Colo. :

® American Independent Reinsurance Co. (4/24)
March 25 filed 514,500 shares of common- stock, te be

offered for subscription by common stockholders at- the:.

rate of 1.4 new shares for each one share held on or
about April 24, 1959, Price—To be supplied by amend-
ment. Proceeds—To increase capital and surplus. Office
—307 S. Orange Avenue, Orlando, Fla. Underwriters—
Francis I. du Pont & Co., Lynchburg, Va., and Goodbody
& Co., New-York, N. Y.

American Investors Syndicate, Inc. ;
Feb. 24 (letter of notification) 100,000 shares’ of com-
mon stock (par 10 cents). Price—50 cents per share.
Proceeds—Ior operation of an apartment hotel. Office
— 513 International Trade Mart, New Orleans 12, La.
Underwriter—Assets Investment Co., Inc., New Orleans,
Louisiana. :

American M. A. R. C,, Inc. (5/4-8) i
April 13 filed 400,000 shares of commion stock (par 50
cents). Price-—To be supplied by amendment. Pro-
ceeds—Tor expansion and working capital. Underwriters
—Auchincloss, Parker & Redpath, New York; and Wil-
son, Johnson & Higgins, San Francisco, Calif.

American Mutual Investment Co., Inc. .-
Dec, 17, 1957, filed 490,000 shares of capital stock. Price
—3$10.20 per share. Proceeds — For investment in first
irust notes, second trust notes and construction loans.
Company may develop shopping menters and build or
ourchase office buildings. Office—900 Woodward. Bldg,,
Washington, D. C. Underwriter—None, Sheldon Maga-
tine, 1201 Highland Drive, Silver Spring, Md., is Presi-
dent.

American Research & Development Corp.

(4/20-24) - )

March 31 filed 100,000 shares of common stock (par $1).
Price—To be supplied by amendment. Proceeds—For
working capital. Qffice—200 Berkeley St., Boston, Mass.

. Underwriter—Lee Higginson Corp. New York.

American Telemail Service, Inc.

Feb. 17, 1958, filed 375,000 shares of common stock (par
$1). Price—$4 per share.. Proceeds—To purchase equip-
ment -and supplies and for working capital and other
corporate purposes. Office—Salt Lake City, Utah. Un-
derwriter—Amos Treat & Co., Inc, of New York.
Change in Name—Formerly United States Telemail
Service, Inc.

Amican Petroleum & Natural Gas Corp. Ltd.
March 23 filed 745,000 shares of capital stock (no par),
of which 500,000 shares are to be sold for the account
of the company, and 245,000 shares by the holders there-
of. Price—30 cents per share. Proceeds—For explora-
tion and development program. - Office — 2100 Scarth
Street, Regina, Saskatchewan, Canada. Underwriter—
Cumberland Securities, Ltd., Regina, Canada.

Ampex Corp. ) )

March 12 filed 204,191 shares of common stock (par $1)
being offered for subscription by commen stockholders
at the rate of one new share for each 10 shares held
on April 2; rights to expire on April 17. Pricé—$52.50
per share. Proceeds—For: working capital: Underwriters
—Blyth & Co., Inc,, San Francisco and New York; and
Irving Lundborg & Co., San Francisco, Calif.

® Anken Chemical & Film Corp. (4/20-24)

March 27 filed 225,000 shares of common stock, of which
112,500 shares are to be sold for the account of selling
stockholders, and 112,500 shares for the account of the
company. Price — To be supplied by amendment. Pro-
ceeds—To construct and equip plant space adjoining
present facilities of the company in Newton, N. J. Un-
derwriters—R. W, Pressprich & Co. and Riter & Co.,
both of New York,

Arkansas Power & Light Co. (5/5)
March 26 filed 75,000 shares of cumulative preferred
stock (par $100). Proceeds—For property additions and
improvements. Underwriter<—To be determined by com-

. » . Thursday, April 16, 1959
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petitive -bidding. Probable bidders: ‘Lehmar  Brothers;
Blyth & Co., Inc., and Smith, Barney & Co. (jointly);
Equitable Securities Corp. and Eastman Dilion, Union
Securities & Co.-(jointly); White, Weld & Co.; The First
Boston' Corp. and W: C. Langley & Co. (jointly}. Bids—
Expected to -be received up to 11:30 a.m, (EDT) on
May 5. ° =

Arkansas Western Gas Co. (5/1) : X
April 6:filed $1,000,000 of sinking fund debentures due
1984 - (convertible until April 1, 1969). Price—To be
supplied-by amendment.- Proceeds—For property addi--
tions and ‘improvements Underwriters—Snow, .Sweeney
& (,10., ‘Tic:and A, C. Allyn. & Co., Inc., both of New
York., 0 i it : !

Armstrong Uranium Corp. =~ -
Jan, 16 (letter of notification) 3,000,000 shares of com-
mon stock” (par-one-cent). Price .10 cents :per share.
Proceeds—For mining expenses. " Office—c/o Hepburn ok
Armstrong, Round- Up ‘Heights, Cheyenne, Wyo. Under-

writer-~Bruno-Lencher, Inc., Pittshurgh, Pa. "

Associated Bowling Centers, Inc. Fa :
Nov. 24 filed 300,000 shares of 20-cent cumulstive con-
seriible preferred stock (par one cent) and 50,000 out-
“tanding .shares of /common: stock. (par ‘one’ cent): The
oreferred shares are to be offered. for public sale for the
account: of - the -company-and-‘the~ common’ shares” will -

-oe offered for the account of 4 selling stockholder. ‘Price ™ - |
..~To be:supplied by amendment; Proceeds—To " acquire

new Bowling centers and incredse ‘working'édpital (part .
‘0’ be:used in defraying: cost ‘of “acqirisition ‘of stock -of
owner:of-a Brooklyn- (N. Y.) bowling' center. ~Office—

135" Front St., N, Y. Underwriter =" T¢ ‘be named by

amendment:. .‘Oﬂ‘ering—Exp“ected in two weeks.”
* Associated Women Investors, Inc. "~ «

Avpril 6 (letter of notification) 25,000 shares oI_comnion

stock (par $2). Price-—$3 per share, Proceeds-—For pay- -
ment on mortgages and payment on. properties. ‘Address
—P. Q; Box-1003, Tampa, Fla. . Underwriter——None;.

Atlantlic Research Corp. (4/20-24) . 3
March 31 filed 110,000 shares of common stock, of which
100,000 shares are ‘it be offered 'publicly .and 10,000
shares, “to “employees under ‘company’s incentive plan.
Price == To be:supplied by amendment. Proceeds — To -
reduce short-term bank loans and to provide egquipment
for development and production’ of propellant rockets.
Office—Alexandria, Va. Underwriter—Johnhston; Lemon
& Co., Washington; D: C, 7 - '
® Atlas investment Co. Sk L1 L
Feb. 3“filed 50,000 shares of ‘comiiion voting stock (par
$10). Price-—$25 per share. Proceeds-—To -purchase
additional econtribution certificates of Great Basin Insur-
ance Co..:Office—704 Virginia Street, Reno, Nev. Un-
derwriter—None.: Statement effective April 7.

Australian Grazing & Fastoral Co., Ltd,
Jan. 13 filed 4,000,000 shares of common stock. Price-—
At par (56% cents per share). - Proceeds—To purchase
cattle; for improvements: to buy additional ranch in
Queensland, Australia; and for other corporate purposes.
Office—1301 Avenue L, Cisco, Tex. Underwriter—None,
Robert Kamon is' President. :
® Automatic Canteen Co. of America
March 2 filed 292,426 shares of common stock, -of which,
the company proposes to issue 126,072 shares to A.MLI.
Inc. for the latter’s property and assets, and ‘the re-
mairing 166,354 chares are to be issued upon the exercise
of stock options. Underwriter—None., Statement effec-
tive March 31.

Ban-ers Fidelity Life Insurance Co.
Feb. 28,1958, filed 258,740 shares of common stock (par
$1), of which 125,000 shares are to be offered publicly
and 133,740 shares to employees pursuant to stock pur-
chase options. Price—To publie, $6 per share. Proceeds—
For expansion and other corporate purposes. Office—At-
anta, G¢ Underwriter—None

Bankers Preferred Life Insurance Co.
Jan. 30 (letter of notiifcation) 100,000 shares of common
stock (par $1.60). Price—$3 per share. Proceeds—For
expenses incidental to operation of an insurance com-
pany.  Office—Suite 619, E. & C. Bldg.,, Denver, Colo.
Underwriter—Ringsby Underwriters, Inc., Denver 2,
Colo.

Bargain City, U. S. A,, Inc. (4/24-27)
Dec. 29 filed 5,000,000 shares of common stock {no par),
later reduced to 500,000 shares (par $1). Price—$9 per
share. Proceeds—For expansion and acquisition .or leas-
ing of new sites. Office—2210 Walnut Street, Philadel-
phia, Pa. Underwriter—Bear, Stearns & Co., New York.

Basic Atomics Inc. ) :
March 5 filed 444,246 shares of ‘common stock: (par.10
cents). Price—At prevailing market price; in the Over-:
the-Counter Market. Proceeds—To selling ‘stockholders.
Underwriter—None. . : : 5

® Billups Western Petroleum Co. (5/15) ' .

April .1 filed $5,000,000 of 6% participating -Gebéntures
due May 1, 1984 and 1,000,000 shares of common stock
to be offered in units of $10 ‘of debentures and two
shares of stock which will not be transferable separately
until. Nov. 14, 1959. The company is also registering
50,000 shares of common stock, not included in the units,
which will be offered to its employees. Price—In the
neighborhood of $22 per share. Proceeds—To be used in
acquisition of substantially all the 'asséts of 39 COrpo-
rations and a partnership “engaged in-the ‘operation of
195 gasoline stations in Mississippi, Texas, Louisiana,

pitized for FRASER
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- Alabama, ‘Missouri, and Tennessee.. Underwriter—The
Johnson, Lane, Space Corp.; Savannah, Ga.

% Biophysical Electronics, Inc.;, Philadelphia, Pa.
1

April 1 (letter of notification) 60, 000 shares of common
 stock- (par:10- cents).. Price—$2. 50 per-share.: Proceeds

—TFor general’ corporate purposes. Underwriter—R. L.
- Scneinman & Co., New York. .

Boonshaft & Fuchs, Inc., Huntingdon Valley, Pa.

" March 20 (letter of notification) 90,000 shares of com-

mon stock (par 25 cents). Price—$2 per share. Proceeds

—TFor expansion; to repay bank loans and for working

' capital. Office—994 Byberry Rd., Huntingdon Valley,

Pa. Underwriter—Woodcock, Hess, Moyer & Co., Inc.,
" Philadelphia, Pa.

% Border Farms, Inc.

April 8 (letter of l’lOtlflC‘ltlon) 2,500 shares of common
stcek (no par) and 5,000 shares of 6% cumulative pre-

. ferred stock. Price—SlO per share. Proceeds—For op-

erating expenses, Address — P. O. Box 747, Portales

N. Mex. Underwriter—None.

i Bridgehampton Road Races Corp.
Oct. 23 (letter of notification) 15,000 shares of common
. stock (par $1) to be offered for subscrxptlon by stock-
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- holders of record Nov. 1, 1958 on the basis of one new

share for each four shares held; unsubscribed shares
will be offered to'current creditors-in payment of all
or part of claims, at the rate of one share for each $4
of claims discharged; rights to expire about two weeks
after mailing of offer. Price—$4 p~ share. Proceeds—
To pay current creditors. Addres. — P. O. Box-506,
Bridgehampton, L. I., N. Y. Underwriter — None. Offer-
ing—Has been delayed.

% Britalta Petroleums, Ltd.

March 30 filed 1,150,000 shares of capital stock of which
1,000,000 shares are owned by Wilshire Oil Co. of Texas
stockholders and 150,000 shares are issuable upon exer-
cise of share purchase warrants, exercisable on or be-
fore Dec 31, 1960 at $5 per share. Office—630 Eighth
Avenue, W Calgary, Canada.

Brockton Edison Co. (4/22)

March 6 filed 40,000 shares of preferred stock (par $50).
Proceeds—To reduce short-term bank loans. Under-
writer—To be determined by competitive bidding. Prob-
able bidders: Halsey, Stuart & Co. Inc.; Stone & Webster
Securities Corp.; Kuhn, Loeb & Co., Salomon Bros. &
Hutzler and.Wood, .Struthers & Co. (jointly); Kidder,
Peabody & Co., White, Weld & Co. and Shields & Co.
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(jointly). Bids—To be received up to 11 a.m. (EST) en
April 22 at 49 Federal St., Boston, Mass.

Brookridge Devolopmont

Corp.
~Dec. 19 (letter of notification) $200,000 of 6% 15-year

convertible debentures. Price—At par ($500 per unit),

Proceeds—For, expansion and working capital. Office—
901 Seneca Ave., Brooklyn 27, N. Y. Underwriter —
Sano & Co., 15 William St., New York, N. Y.

B. S. F. Co. (4/22) "
March 26 filed 113,079 shares of capital stock (par $1)
and warrants for the purchase of an additional 118,079
shares, to be offered in units, each unit consxstlng of
one share of stock and one warrant for subscription by
stockholders of record April 21, 1959 at the rate of one
unit for each three shares then held nghts to expire on
May 6 (the warrants carry an initial exercise price of
$20). Price—To be supplied by amendment. Pr
For working capital and other corporate purposes, Un-
derwriter—Sutro Bros. & Co., New York.

Cemex of Arizona, Inc.

Nov. 17 (letter of notification) 300,000 shares of common
stock (par 25 cents). Price—$1 per share. Proceeds—
For working capital. Address—P, O. Box 1849, 3720 E.
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Aprii 20. (Monday)
Adam. Consolidated ‘Industries, Inc Debentures
(Dempsey-Tegeler. -& Co.) :$1,500,000
American Biltrite Rubber. Co., Inc
{Goldman, Sachs & Co.)” $325,000 shares
American. Research & Development Corp
{Lee Higginson Corp.) 100,000 shares
Anken Chemical & Film-Corp.
(R. W, Pressprich & Co. and Riter & Co.) 225
Atlantlc Research . Corp
--(Johnston, Lemon & Co.): 110, 000 shares
Central Lomsxana ‘Electric Co,, Inc
. (Bids. noon EST) $5 000,000
Chemlcal Milling. International Corp
(Aetna Secunms Corp ) . $300,000
Coastal States Life Insurance Co
"y (The. Johnson, Lane, Space Corp.) '74

.Cooper. Tire & Rubber Co
R e (Painc, Webber, Jackson & Curtis and .
Shepard- & Co., Inc) $3, 50000
Dalton Fmance Inc.
W .tPaul C. Kimball & Cob $500,000

Electro l\retworks In

Florida Steel Corp.- i
(Offering to stockhoiders—underwritten by McDona]d & Co.
and Kidder, Peabody & Co.) $2,135,700
Genlsco) INC, 5o it e bt m it S i S e Common
{Lester, Ryons & Co.) 3,400 shmes
International Tuna Corp
(Gates, Carter & Co.) $175,000
Reon Resistor Corp
- (Charles Plohn. & Co.). $300,000
Wometco Enterprises, Inc
- (Lee nggmson Corp.) 325,000 shares

April 21 (Tuesday)
Diamond State Telephone Co
(Bids 11:00 a.m, EST) 85 000,000
Fed-Mart. Corp Common
(Eastman Dlllon Union Securities & Co.) $1,877,700
First National Trust & Savings Bank
of San: Diego
(Offering to stockholders—underwritten by Dean Witter
& Co.; Blyth & Co., Inc.; William R. Staats & Co;;
Esastman Dillon, Union Securities & Co. and
Dewar & Co.) 105,000 shares
Frito Co: wiicsaniinanbilinwestvu il i Common
(White, Weld & Co. and Dittmar & Co.) 200,000 shares
General Telephone & Electronics Corp...Common,
(Paine Webber, Jackson & Curtis and Stone & Webswr 7
Securities Corp.) 800,000 shares

Lockwood, Kessler & Bartlett, Inc
(F‘vnncis 1. du Pont & Co.) 150 000 shares

April 22 (Wednesday) 5o
Aida Industries, Inc Preféngd

(Darius, Inc.)*$50,000 it
ref?n-e?

Brockton “Edison' Co...-.
. (Bids 11 a.m. EST) $2,000,000
B. S. F. Co. Common & Warrants
(Offering to stoc}.holders—underwﬂtten by s
2 -Sutro- Bros & Co ) 113,079 units
Dynacolor "Corp.
! ¢Liee- Higginson: Corp.) $1,600,000
. Greater-All -American Markets, Inc
.. - (J. Barth & Co.) 300, 000 shares
thhlum Corp. .of - America ~Col
(Bear, Stearns ‘& Co. £nd John H. Kaplan & Co.) 50,484 shares
Long, Island Trust Co

|Ofrermv m stockholders—underwriten by A.” M. Kidder & Co.}
$1,403,720

Penn- Texas Corp. --z-_i_——___.i_-.-...Common
(Offering - to stockholders——underw ritlen by Bear, - Stearns
& Co.) 1,500,000 shares

Southern. Italy Development Fund
(Morgan Stanley & Co.) $30,000,000

(April 23 (Thursday)

hadbourn Gotham, Inc Debentures
e ?Otfenng to stockholéerc——underv.rlcten by R. 8. Dickson
& Co., Inc.) $3,000,000

una Niguel Corp
tag (Pa‘nc, Webber, Jackson & Curtis) $9,000,000

Moog Servocontrols, Inc
o (K*cder Peabody & Co. and Blunt Ellis &
Simmons) 130,000 shares

Debentures

Debentures
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. April 24 (Friday)

American Independent Reinsurance Co.._.Commeon
(Offering to stockholders—underwritten by Francis I. du Pont
& Co. and Goodbody & Co.) 514,500 shares

Bargain City, U, S. A
(Bear, Stearns & Co.) $4,500,000

: - April 27 (Monday)
Academy Life Insurance Co
(Offering to-stockholders—underwritten by Boettcher & Co.,
Inc. and Bosworth, Sullivan & Co., Inc.) 310,000 shares
Airtek: Dynamics, Inc -Common
(8. D. Fuller & Co.) 150,000 shares
DeJur-Amsco Corp.
(H. M. Bylleshy & Co., Inc.) $1,000,000
DeJur-Amsco Corp. Co
. M. Bylleshy & Co Inc.) 225,000 shares

Dorsey Corp. _________________________ Preferred
(Blair & Co., Ino.) ‘$1,250,000

Dorsey Corp. - "
(Blair & Co., Inc.) 150,000 shares
Glickman Corp. - ool Common
(Bache & Co.) $33,577,000

Investment Corp. of Florida

(Actna Securities Corp. and Roman & dJohnson) $1,237,500
Krupp Manufacturing Co
(Hallowell,” Sulzberger, Jenks,” Kirkland™ & Co. and’ Woodcocks

Hess, Moyer & Co., Inc.) $125,000° §.

Maine Public Service Co.

(A. G. Becker & Co. Inc.; Merrilly. Lynch, Pierce, Fenner &

Smith, ‘Inc.; and Kidder, Peabody & Co.) 50,000 shares
Pittsburgh Standard Conduit Co
(Lee Higginson Corp.) 75,000 shares

Precon Electronics Corp.. Co

(Charles Plohn & Co. and Netherlands Securities Co., Inc.)

875,000

Common

Republic Foil Inc
(Offering to stockholders—underwritten by Laird
& Co., Corp.) 70,196 shares
Southern Nevada Power Co.........____Preferred
(White, Weld & Co.) $1,500,000
Washington Gas Light Co. Preferred
(Offering to stockholders—underwritten by The First Boston
Corp. and Johnston, Lemon & Co.) $10,000,000

April 28 (Tuesday)

Loral Electronics Corp C

(Kidder, Peabody & Co. and Model, Roland & Stone)
250,000 shares
Maine Fidelity Life Insurance Co.
(Offering to- stockholders—underwritten by P. W Brooks

& Co., Inc.). 100,000 shares

Public Service Co. of Colorado

(Bids 11 a.m. EDT) $20,000,000

April 29 (Wednesday)

Di-Noc Chemical Arts, Inc Debentures
(Offering to stockholders—underwritten by
Blair & Co., Inc,) $947,200

:April 30 (Thursday)
Alabama Power CO.....-___. weeee----Bonds
(Bids 11 a.m. ECT) 320 000 000
Permanent Fllter Corp.. Co
(Wil am R. Staats & Co.) 140,000 shares

Puritan Chemical Corp
{ i (Dunne & Co.) $625,000

| may 12 (Friday)
Arkansas Wesfem Gas. Co Debentures
(Snow, Bweeney & Co., Inc. and A. C. Allyn & Co., Inc.)
& $1,000,000
Biophysical Electronics, In¢
( ..L. Scheinman & Co.) $200,000

‘May 4 (Monday)
American A rlcultural Chemical Co
(Hayden, Stone & Co.) 216,093 shares
American M.!A. R. C., Inc Co
(Auchincloss, Parker & Redpath and Wilson, Johnson &
3 Higgins) 400,000 shares
Continental Tobacco Co., Inc
(Beuz Securmes Inc.) $125,000
Crown Self-Service Stores, Inc
(Charles Plohn & ’Co. ) $1,250,000
' Seaboard Plywood & Lumber Corp
(Peter Morgan & Co.) $450,000
TeRtron; TR0 o scsm s S Debentures
(Blair & Co., Tiic.:

G. B Walker & Co. and Scherck, Richter
& Co.) $30,000,000 ‘ﬂ/

May 5 (Tuesday)
Arkansas Power & Light Co
. (Bids ]1:30 a.m. EDT) $7,500,000
May 6 (Wednesday) :
Great Northern Ry Equip. Trust CtfS.’
(Bids to be invited) $4,50