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Ediorid AS WE SEE IT

The latest bid of Governor Rockefeller for the Repub-
lican Presidential nomination would appeal to us a great
deal more if the programs he espouses were not at
some points so New Dealish and at others so uncertain
or unclear in meaning. Having thus condemned weak-
nesses in the Governor’s manifesto, we gladly add that
at certain other points he has some very heartening ob-
servations about the needs of the day. We heartily en-
dorse his stand against “featherbedding or restrictive
practices by labor or management.” We certainly would
like to see a revision in tax policies which would en-
courage investment—although we must say that before
growing enthusiastic about the Governor’s proposal to
this effect we should like to hear more specifically how
he would alter present policies.

It will be recalled that drastic tax reform was one of
the “musts” of the early part of the Eisenhower Ad-
ministration, and that in 1954 sweeping changes were
made in the law. Whether the present law is better than
the older form we are not in a position to say. What we
do know is that nothing at all was done about the basic

defect in our tax system — the highly progressive in- '

dividual income tax. We at this moment have no reason
to suppose that Governor Rockefeller has any such re-
form as this in mind, and if he does not then much of
the apparent meaning of his suggestion is illusory. The
‘Governor is rightly critical of any system which permits
our economy to be ‘“tormented by -periodic crises or
clashes that invite solution by political pressure or politi-
cal expendiency,” and is on strong ground when he con-

“demns “the kind of surrender to forces of inflation that

. marked the long delayed settlement of the steel strike
»last year.”

What He Would Do

It is when the Governor comes to what he would do
or like to do in the way of national policies that doubts,
one after another, arise as to whether, despite his heart-
ening sentences here and there, he (Continued on page 37)
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Private Utilities Ready and Able
To Meet Future Power Needs

By Charles E. ‘Oakes,* Chairman of the Board,
Pennsylvania Power & Light Co.

© Utility head's- appraisal' of private electric industry not only
' defails -upward dynamic direction ahead but also belies

notion, said to be held by some, that the industry is inca-

- pable of fully meeting our future power needs. Mr. Oakes

points out: (1) electricity generated in next 20 years will

exceed three times that produced since Edison’s invention;

(2) nuclear fuel in 15 to 20 years will face real competition

from direct generation from various sources; and (3) con-

tinuing pace of pooled capacity and interconnection provides

many advantages, mew to USSR but not to us, including
payment of taxes.

The start of a new decade is a good time to pause
and take stock as to where we are and where we
are going, The investor-owned utilities have the
responsibility to: Furnish an abundant supply of
electricity for use in the areas
they serve; anticipate future
needs well in advance of the
time the power will be re-
quired; give first-class service
at the lowest practicable price
to their customers; conduct re-
search and development of all

 phases of their business in the

public interest; ‘assure efficient
operation and management by
attracting the services of ca-
pable and well trained men and
women; contribute their . full
share to the support of our gov-
ernment and the defense of our
country; support sound regula-
tion by ‘regulatory bodies at
Federal, state and local levels; merit the confi-
dence of: their customers, the investors in' their
securities and -the general public; and in every
way, be good citizens.

Chas. E. Oakes

UTILITY INDUSTRY ISSUE

Now, before we go any further let us define
what “investor-owned” means as applied to the
electric industry. The Edison Electric Institute
studies indicate there are about 3.8 million own-
ers of stock. of the investor-owned electric. com-
panies in the United States—the direct owners of
companies just like yours and mine.- But there are
many more people who have a very great financial
interest in our companies,

Approximately one-third of the outstanding debt
of America’s electric gas, water, and  communica-
tion facilities is held by the nation’s life insurance
companies. Analysis shows that well over half
of the $16 billion so invested for the 124 million
life insurance policyholders is in electric com-
pany securities.

Then there are the more than 22 million de-
positors in the savings banks of the country, who
likewise have a stake in the electric business as
substantial amounts of their savings have been
placed in power and light securities. Millions of
workers whose major support in their old age will
come from private pension funds, together with
the beneficiaries of trust funds of all kinds, also
have a large interest in the investor-owned util-
ities because these trust funds hold substantial
amounts of their securities.” Thus almost everyone
in the nation has a financial interest in the opera-
tion of the electric companies—the investor-owned
electric companies.

The investor-owned companijes are nghtfully
proud of the contribution they have made to the

* nation’s ‘economy. - They have pioneered in the

development of the industry. They have built well.
Through technological - improvements and .good
management, they have done an outstanding job
in holding down the price of electricity despite
the wave of inflation that- has swept over our
country. They have merited the confidence of
customers, investors and the general public.

The utilities cannot wait for the market for

-power to develop, and (Continued on page 38)
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The Security I Like Best...

A continuous forum in which, each week, a different group of experts
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participate and give their reasons for favoring a particular security.

WILBUR V. ADAMS

Partner, Adams-Fastnow Co.
Members Pacific Coast Stock Exchange
Los Angeles, Calif.

Electrical Products Corporation

For the investnient house inter-
ested in adding to its list of
“growth potential” stocks, Elec-
trical Products Corp., firmly en-
trenched in )
the country’s . oo oy
greatest ;
growth area,
warrantscare-
ful considera-
tion.

A leading
producer and
marketer of
electrical ad-
vertising signs
for the past 48
years, “Elec-
trical Prod- CiN)
ucts” now has s
27 offices and
branchesserv-
ingthePa-
cific Coast, Nevada and Arizona.

Total income in 1959 was $10,-
684,791, which generated . net
earnings of $576,424, equal to $2.20
a share on its sole capitalization
of 262,002 shares of common
stock outstandmg For 1960, rev-
enues should approxlmate $12
million and net is expected to be
in the nelghborhood of $2.40 a
share.

Wilbur V. Adams

About 60% of the company’s in- .

come is derived from the leasing
of electrical signs and some 30%
from outright sales. The remain-
ing volume comes from the sale
of component parts. Rental con-
tracts range from 36 to 60 months.
During the term of a lease, “Elec-
trical Products” maintains the
sign, pays the taxes, and does
many other chores that make for
not only an economically sound
arrangement, but also a pleasant
one, Through this leasing plan,
the company is building income

for future years. In other- words,

the sale this year of a rental con-
tract (which may bring as high as

$2,000 a month) will result in a

monthly income for the next three
to five years. Furthermore, be-
cause all costs have been written
off during the term of the lease,
renewals can be made on an at-
tractive and hard to compete with
basis.

Last year the company invested
substantially in the training of
additional salesmen and its sales
force now numbers over 100. Re-
sults from this increased sales
force have been reflected in new
sales and lease business written in
the first three months of 1960,
amounting to $3,135,762, an in-
crease of 19.7% as compared with
$2,619,153 registered in the fxrst
quarter of 1959.

To round out its coverage of
the sign business, the company in
1958 acquired Arrow Manufactur-

ing Company of Oakland, Calif.,’

producers of thermoplastic sign
faces. Now operated at the Plas-
tics Division, it produces point-of-
purchase signs and supplies the
parent company with superior
quality plastic sign faces. In ad-
dition, unrelated industrial fab-
rication recently has become an
added factor, and could lead to
interesting possibilities. In 1960,
the division could contribute 10¢
to 15¢ a share to earnings.
“Electrical Products” designs
and manufactures many of the
components used in the operation
of an electrical sign. Although
not visible, such ' vital parts ‘as
cathodes, housings, tube supports
and bases, sign rotating units, etc;

play an important part in reduc-
ing maintenance costs and addmg
to the efficiency of the company’s
signs. Many of these products are
marketed to other sign makers.

“Electrical Products” is the
ZEON licensee in its operating
areas. Established in the public’s
interest to provide standards of
quality construction of electrical
advertising displays, ZEON Corp..
grants licenses only to responsible
companies whose, services and fa-
cilities conform to “the ' rigid
ZEON specifications and stand-
ards.

. “Electrical Products” has an un-

it broken -dividend- record going
. back to 1929. The current quar-
. terly rate is 25¢ a share, increased

¢ from 20¢ in 1957. The President
¢ has indicated that some supple-

ment in 1960, perhaps in the form

. of a stock dividend, is possible.

Current assets at Dec. 31, 1959
were $3,950,784, compared with
current liabilities of $1,583,231, a
current ratio of 2.47-to-1. Total
assets at last year-end amounted
to $8,488,039.

“Electrical Products Corp.”
common -is listed on the Pacific
Coast Stock Exchange

HARRY L. McALLISTER

Chairman, Executive Committee, R. S.
Dickson & Co., Inc., Charlotte, N. C.

Drexel Furniture Co,

Few companies have enjoyed a
more spectacular growth than the
Drexel Furniture Company of
Drexel, N. C. The company was
or gamzed in
1903 and its |
50 employees &
manufactured
0 ak dressers,-
washstands
and chiffo-
robes. Today,
Drexel ranks
with the na-
tion’s finest in
the manufac-
turing of qual-
ity furniture.
The firm now
operates 12
largeplants,
employs ap-
proximately 2,600 persons and has
net sales of over $40 million a
year.

Drexel is my favorite securxty
for several reasons: the company
operates on sound business prin-

Harry L. McAllister

ciples, has as much growth poten-

tial in the future as it has shown
in the past, and has an excellent
dividend record durmg the past
two decades. b

The best illustration of Drexel’s
growth is the 10-year period be-
tween 1949 and 1959. During that
time, net sales increased from $13

~.million’ to $40 million, book value
increased from $14.88 to $32.62 -

and the price of the common stock
jumped from $10 to $32. -

Drexel, during that period, ac-
quired contro] of Heritage Furni-
ture and Morganton Furniture
which  increased. production by
45%. As of this date, the com-
pany’s plants, inventory and
equipment are appraised at' more
than $30 million and current assets
are nearly four times total liabil-
ities.

Drexel’s position in furniture
manufacturing is shown vividly
by the results of an independent
research organization which makes
a survey of brand names every
two years. According to the charts,
in dining room brand concious-
ness, ‘Drexel stood 57.4% against
13.6% for the nearest competitor.
Drexel was 52.7 in bedroom furrii-

( This‘ is under no circumstances to be construed as an offer to sell, or
‘as a solicitation of an offer to-buy, any security referred- to herein.)
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This Week’s
Forum Participants and
Their Selections

Electrical Products Corp.— Wil-
bur V. Adams, Partner, Adams-
Fastnow Co., Los Angeles, Calif.
(Page 2)

Drexel Furniture Co. —Harry L
McAllister, Chairman of Execu-
tive Committee, R."S. Dickson
& Co., Inc., Charlotte, N. C.
(Page 2)

ture against 18.2 for the nearest
competitor. In living room furni-
ture, a newer field for Drexel, the
subject company was second by a
substantial margin.

Drexel’s reputation in the fur-
niture industry has increased with
the company’s remarkable growth.
Through a dignified and success-
ful advertising program on a na-
tional level, more people than
ever before have come to know
Drexel and its fine products.

Drexel recently supplied the Air
Force Academy at Colorado
Springs all the dressers and desks
for the beautiful new dormitories
and . officers quarters, and now
makes cabinets for Motorola-tele-
vision, hi-fi and stereophonic sets.
This, of course, is in addition to
its high quality living room, dining
room and bedroom lines.

To meet requirements for its
constantly expanding operations,
Drexel completed a million dollar
program last year at the Marion,
N. C,, plant, added a research and
engineering buikding at' the!'Mor-
ganton,- N. .C., plant, and con-

structed a new showroom and of- -

fice building at the Drexel, N.-C.,’
plant. The new showroom of ap-
proximately 40,000 square feet will
enable the company to show its
entire line for the first time.

At its current level, the common
stock (traded in the Over-the-
Counter Market) of Drexel Fur-

commitment for persons interest-

with capital appreciation possibili-
ties. The current market price per
share is approximately $30. Indi-
cated annual dividend is $1.60.
Last year;"however, the indicated
dividend was $1.40 and the com-
pany paid $1.75.

With an- enlarged sales force
strategically located throughout
the natlon, and with an able and
aggressive management, the com-
ppany stands ready to continue its
pattern of healthy growth.

Pertinent Per Share Financial Data
1959 earnings per share $3.93
‘Book value per share___- 32.62
Indicated dividend______ 1.60
Net working capital.___ ¥21.27

‘Less lon;- term debt.

Kldder, Peabody Branch

MILWAUKEE, Wis. - Kidder,
Peabody & Co. has opened a
branch office at 710 North, Water
‘Street -under the management of
Harold H. Emch, Jr. Mr. Emch was
formerly -Vice-President  of Emch
& Co.
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On 4/27/60 Chartcraft - ASE recom-
mended ““buy on STOP at 25 on a
Triple Top formation—price objective
42" We took our profit of 17 points
in 30 days. Another — MICROWAVE
ASSOC. “Buy on STOP at 28 3/30/60
——immediate price - objective 32—ulti~
mate 42", Check today's -paper for
current price.
For quick trading profits in an un-
certain market Chartcraft Point &
Figure ASE Service leads ‘the way. Mr.
E W. says “I think your service the
best so far in 25 years of ‘my trading
in stock.”
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Heating—

Big Market of the Sixties

By Thomas G. Ayers,* Vice-President, Commonwealth Edison Co.

Electric utility industry is. taken to task for not aggressively: meeting
“a sales opportunity greater than all of today’s appliances rolled
into one.” Mr. Ayers’ concern in general is with the lack of momen-
tum displayed so far toward the goal of the ali-electric home and in
particular with the electric heating of homes. Ha sees this requiring
coordination between manufacturers and utility companies, changing
the design and performance of this flexible medium, facing up to the
need of changing the traditional distributor-dealer-coniractor-builder
relationship, and a sales-education marketing program involving
bankers, architects,’ heahng contractors, huilders and, of course, -

the consumer.

Data are provided on electric-heat's present and

potential future progress, and not neglected is the non-residential
: side of the electric heat market.

To many students of marketmg,
. electric heat is one of .the greatest
- opportunities ever offered to our
- industry. Even so, I do not believe

that we utili-

ties fully ap-
preciate the

market offers.
Neither do the

ers. My objec-
tive is to in-
tensify the
awareness of
- manufacturers -
and utilities to
this opportu-
nityandto
stimulate their
response to it,
1 will project

T.G. Ayers

. some ideas and raise some ques-

tions about electric heat. Indus-
try representatlves can evaluate

" the ideas in terms of their service

area or company better -than'I.
Then, too, I am sure the answers
to the questions will vary con-
siderably among. individuals. Fi-
nally, I ‘would like to suggest

" some avenues ' of programmmg

and action.
Let us begin by looking brlefly
at the whole indoor climate con-=

. ditioning market of which heating
~ and cooling are twin components,

50 Million Home Electrlc
Customers

There are 50 million residential

" electric customers in. the country.

Six and a half million have room

' air conditioners. Another 900,000

have central cooling, or in total,
about 14% have air conditioning.
Nearly all of this growth has
taken place in the last decade.

" Last year the residential cooling

equipment market grossed about
$800 million, up 17% over the
The marketmg
success of residential ‘air condi-
tlonmg has been a major factor
in bringing about a summer peak
condition to many northern utili-
ties. The buyer has literally taken
air conditioning away from the
seller. Little education was needed
—no existing device was being

outmoded, and -there was really.

no competition. So we see that the
cooling part’ of electric indoor
climate . conditioning, = which ' is
more or less separable from total
electric living, is off to a fast start.

On the other hand, electric heat
customers, while doubling in the
past three years, still number only
600,000. Ten-year projections vary
from 31 to 4% million, or 6% to

7% of the expected - 60 ' million
customers. As contrasted with air
conditioning, electric’ heat must
compete with firmly entrenched

. heating devices. So the heatmg

living, has just left the startlng
post.

To the manufacturer an - all-
electric home offers the potential

of some $1,500 more in equipment -

sales—wire, cable, switches, ap-.
pliances, etc. To the utility, an
all-electric home means g cus-

-tomer using at least 20,000 kilo-

watthours a year—six times the
present national -average, -The
projected four million electrically
heated homes could use 80 billion
kilowatthours — nearly -half the
electricity 'all residential cus-
tomers used last year!

Such estimates are only aver-

ages of the trend-line variety. As .

Shirley «Gracy of Florida Power
says: ‘“An .average is the best of
the lousiest and the lousiest of the
best.” As exciting as these figures
are to contemplate, they don’t be-
gin to measure where -we could go
if both manufacturers and utilities
really decided to sell!,

One of my friends hkened our
attitude toward electric. .heat to
the plight of the woman ‘who
continued to bear children year in
and year out. When. she consulted
her doctor; he adyised: ‘“For good-
ness sake, when you wake up,

i get up ”

Taking someone else “apart . 1s
always easier than self-analysis.
Let’s start with manufacturers.

.The vista of the electric heating

market is 50 million present dwell-

ings and upwards of 1% million
more each year. Electric’ heating:

equipment . sales grossed about .

$100 million last year; in less than
a decade it is envisioned as a
billion-dollar-a-year industry. -

Favorable Response from the
Manufacturers
Now, what has been the manu-
facturers’ response to this oppor-
tumty‘7

The number of respondents has :

been great. I only hope they prove:
substantial and - reliable in_ like
measure. Their products have de-
veloped and improved, but not, I
believe, with the imagination and
boldness required by this market.

Look, for instance, at base-
boards—most are copies of con-

ventional heating unlts = dnd. -

equally aesthetic. A umque fea-

Continued on page 22 =
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American Broadcasting—
Paramount Theatres, Inc.

By Dr. Ira U. Cobleigh, Enterprise Economist

Viewing the substantial growth of this enterprise and its profitahle
progression from tired iheatres fo lively felevision.

United Paramount Theatres, eight
years ago, had the nation’s largest
chain of movie playhouses — so
large in fact that the government

rdered a substantial divestment

f same. Then, in early 1953,
“United Paramount Theatres was
merged with American Broadcast-
ing to create the present company.
The divestment of theatres pro-
ceeded, and the proceeds were
most happily reinvested in broad-
casting. The result is that Ameri-
can Broadcasting - Paramount
Theatres, Inc., while still the larg-
est owner of movie theatres (495
theatres in 270 communities in 36
states), has so reoriented its earn-
ing power that, of $288 million of
gross earnings in 1959, $179 mil-
lion was from ABC, and only $91
million from theatres. The bal-
ance, $24 million, came from mis-
cellaneous sources.

Further, ahout the theatres, the
program has been to retain the
more profitable ones, and to sell
marginal units and those proper-
ties more valuable for some other
use than for showing movies.
These property dispositions have
created sizable cash realizations,
and those theatres retained have
further benefitted total cash flow
by depreciation charges which, in
1959, amounted to about $4.2 mil-
lion. The movie business, in gen-
eral, has an upward look based on
some rise in total attendance,
more attractive feature pictures,
and the myriads of “war babies”
now coming of age who swell the
total of the 15 to 30 age group—
the major segment of movie view-
ers (and popcorn buyers!)

The real forward motion in
ABP (NYSE symbol for the com-
mon stock) is the ABC broadcast-
ing division. This ranks as one of
the three nationwide broadcasting
networks with five TV stations
and 234 network affiliates. ABC
is growing much faster than its
competitors due to a sales-minded
and aggressive management and
increasingly attractive programs.
such as the
“Rebel” and “The Untouchables”
have caught fire, while the older
ones, “77 Sunset Strip,” “Che-
yenne” and “The.Real McCoys”
have been able to maintain high
ratings. Music for the young, and
the not so young, provided by Pat
Boone and Lawrence Welk re-
spectively, commands a broad
audience and the “specials” with
such as Bing Crosby and Frank

Sinatra “havel pulled” well. In

Sports, ABC has terrific event
coverage. This season, ABC-TV
will have a $9 million billing to
Gillette for broadcasting NCAA
feature football games and out-
standing prizefights.

Providing viewers with such
diverse and attractive video fare
has been pleasingly reflected at
the cash register. In 1959 gross
ABC-TV-time sales expanded 22%
over 1958 (the largest percentage
and dollar gain among the three
networks for the year). The time
rates for ABC have been sub-
stantially below those of its com-
petitors due to its lesser national
coverage and quite liberal dis-
counts. It is expected that these
rates will be increased, based on
the expanding popularity of ABC
programs and the wider audiences
being reached. This will, of course,
improve - profit margins. = Gross
time TV sales gained 20% in the
first quarter of 1960.

In radio, ABC owns six stations
with 354 affiliated network sta-
tions. This division has been oper-
ating at a loss but is now on the
upgrade and, quite possibly, may
show some black figures for 1960.

The basis for expanding earn-
ing power at ABP does not rest
entirely on theatres and domestic
broadcasting. There are some in-
teresting and highly promising in-
vestments in other fields. The
company has a 35% stock interest
in a publicly owned electronic
enterprise, Microwave Associates,
Inc., a growing factor in micro-
wave equipment and radar com-
ponents. Other electronic invest-
ments include ownership of a 21%
interest in Technical Operations,
Inc., and a one-third interest in
Dynametrics Corp. a contract en-
gineering from in the missile field.
These ventures pay no dividends
currently but provide an attrac-
tive growth factor by virtue of
an expanding equity in earnings
and market value.

In other entertainment fields,
ABP owns 35% interest in Dis-

neyland (which Khrushchev,

couldn’t visit); and a tourist at-
traction in Florida-with a wacky
name, Weeki-Wachee Spring.
Providing further diversity to
earning power, ABP is‘in the pub-
lishing business through owner-
ship of Prairie Farmer Publishing
Co., putting out three of five lead-
ing American farm journals. ABP
also owns two record companies,
and has moved into foreign TV
through acquisition of interests

The Gutman Letter Is Back

WALTER K. GUTMAN,
writer .of one of Wall
Street’s most popular and
provocative investment
letters, has become associ-
ated with us as Director of
Research. We are happy to
say that his weekly com-
ments are now available to
our clients.

STEARNS & C0.

Members New YoﬂfSlack E.‘:.rch:mge

72 Wall Street, New York 5
Telephone:-BOwling Green 9-4880

pitized for FRASER

aser.stlouisfed.org/

prudent diversification and

The Commercial and Financial Chronicle .

OBSERVATIONS...

BY A. WILFRED MAY

in stations in Costa Rica and
other Central American countries,
and in Adelaide, Australia.

So you see American Broadcast-
ing-Paramount Pictures, Inc. is a
quite panoramic operation. In-
vestor interest has been attracted
here not so much by the munifi-
cence of past earnings, as the
promise for the future. Including
capital gains, the net per share for
1959 was $1.92, exactly one cent
more than the $1.91 reported for
1955. (on a smaller number of
shares). This doesn’t look like
progress; but actually .represents
a consolidation of activities, and
a balancing off of declining thea-
tre revenues against rising TV in-
come. Now, it appears, a definite
corner ‘has been turned. First
quarter (1960) per share net was
8lc against 53c for the identical
1959 period; and competent an-
alysts have projected per share
net for the full year at around
$2.50; and possibly as high as $4
in 1961. With such prospects ABP
common  has attracted quite a
market following. It now sells
around 37 with a $1 dividend that
will no doubt be increased. Before
1952, the regular rate on the old
United Paramount common was
$2. A return to that distribution
within the next fwo years would

‘not seem incredible.

Much of the dynamics in the
ABP picture is supplied by top
management. Mr. Leonard Gold-
enson has been President since
the merger and is respected as
one of the top-flight executives in
the entertainment business. Simon
B. Siegel, Financial Vice-Presi-
dent is a “figure” man par excel-
lence; and Oliver B. Treyz,
youthful (42) President of ABC-
TV has been doing an outstanding
job in programming and the pro-
duction of advertising revenues.

ABC-TV now sends out about
20% of network TV billings and
its percentage of the total market
has been rising steadily. Total
TV gross time billings are running
now at above $625 million a year.
By 1965, this figure may reach $1
billion.  Thus ABP is very well
placed in a rapidly expanding in-
dustry.

Capitalization of ABP is uncom-
plicated—56.8 million in long term
debt, $1.5 million in 5% preferred
and 4,149,362 shares of common
listed on NYSE. Working capital
was $52 million at the 1959 year-
end.

There is no doubt that motion
picture theatre business has been
relatively unattractive in the past
decade. In the ABP situation you
can perceive, however, an intelli-
gent long-range program of grad-
ual conversion of theatre property
resources into assets with greater
forward motion and higher earn-
ing power. It would appear that
this program has now reached a
stage where earnings can move
ahead into a new order of magni-
tude; and a higher conversion rate
for gross into net can reasonably
be expected. If good management,
in-
vestment in rapidly growing in-
dustries makes sense, then per-
haps ABP deserves your closer
inspection.

Cooley & Co. to
Admit Partners

HARTFORD, Conn. — Cooley &
Co., 100 Pearl St., imembers of the
New York Stock Exchange, on
July 1 will admit Norman W,
Spencer and Leo V. Dubey to
partnership.

Goodbody & Co.

To Admit Two

Goodbody & Co., 2 Broadway,

- New York City, members of the

New York Stock Exchange, on
July 1 will admit Joseph B. Bin-
ford and Joseph F. Neil, Jr. to
partnership.
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THE DEMOCRATIC
PROCESS

Merrily onward goes the “demo-
cratic process” of choosing a
President, recently termed
“Choice By Ballyhoo” by Adlai
Stevenson* (himself a very spe-
cial type of “non-Candi_date:”)
Having gotten past the Primaries
—castigated as “eye wash” by Mr.
Truman—the next major piece of
business would be the Party Con-
ventions. But under this year_'s
strategy, the timing of the candi-
dates’ and draftees’ statements on
the issues is being made the ma-
jor item of public controversy.
The call on candidate Nixon by
Governor Rockefeller to elabo-
rate on his program and views
may or may not be proper. But,
to assume that this would neces-
sarily serve to inform the elec-
torate of the policies that will
actually emanate from the White
House next January, is naive.

“Before-and-After”

Let us recall the striking “be-
fore-and-after” Election contra-
dictions accompanying the in-
auguration of the New Deal. Par-
ticularly blatant was the schism
in one of the most important and
intensively discussed issues of the
1932 campaign, namely, monetary
policy and inflation.

Expounding his “program” on
June 30 in Albany, Candidate
Roosevelt said: “Lét us have cour-
age to stop borrowing to meet
continuing deficits. Stop-the def-
icits. Let us have equal courage
to reverse the policy of the Re-
publican leaders and insist on a
sound currency.” Subsequently,
of course, his New Deal perma-
nentized the deficits, and in depth.

“Sound money must be pre-
served at all hazards!” declared
the 1932 Candidate in Brooklyn
on Nov. 4. “ .. . The thing has
been said three times in my
speeches. It is stated without
qualification in the platform, and
I have announced my unqualified
acceptance of that platform.”

Some attempts have been made
to justify the subsequent dollar-
juggling nostrums successfully
invoked by President Roosevelt,
by bringing them under a
stretched “sound currency” um-
brella. The record on the -gold
standard cannot be even so ra-
tionalized. In his Brooklyn Acad-
emy of Music speech on Nov. 4,
the Candidate epitomized his un-
equivocal commitment to the gold
standard thus, “the business men
of the country, battling hard to
maintain their solvency were told
in blunt language in Des Moines,
Iowa (by President Hoover) how
close an escape the country had

some months ago from-going off -

the gold standard. This, as has
been clearly shown since, was a
libel on the credit of the United
States.”

Th}‘ee days after taking office,
President Roosevelt, on March 6,
1933, ordered the suspension of re-
demption, taking us off the gold

*Tn “Thi .
196{)‘.' This Week” Magazine, Feb. 28,

standard; accompanied by thig
neat rationalization given to the
press: “Nobody knows what tie
gold basis or gold standard really
is.”
Cynicism from the Republican
: Side

Another Presidential Candidate
the liberal Republican Wendell
Wilkie, frankly endorsed the cyn.
icism due pre-Election statements
During a = Senate Committee’é
Hearings on the Destroyers for
England Bill on Feb. 11, 1941, he
was questioned by Senator Nye
about inconsistency of his testi-
mony with a statement he had
made 15 months previously. “Oh
that was a bit of campaign ora-
tory,” was his unabashed and not-
too-shocking explanation.

The Public Relations Factor

In the earlier days, pre-Election
statements were. pretty much
bound up with good old-fashioned
demagoguery or on issues, the ad-
vice of technical experts (as
Roosevelt’s dependence on the
sound Senator Carter Glass and
Professor H. Parker Willis in
economic matters, before the post-
election arrival of the monetary
magicians). Today’s political lead-
ers have switched to reliance on
high public relations strategy,
master-minded by “Madison Ave-
nue.” ;

Surely, then, the value to the
electorate of pre-Election state-
ments is in the process of being
further reduced. -

& ES &

SOUND DIVERSIFICATION
IN CONSUMER CREDIT

In contrast to the proliferating
diversification of industrial enter-
prises, as a coal company taking
on underwear manufacturing, or
a tire manufacturer adding space,
exotic fuels, and amusement busi-
nesses, with the accompaniment
of some skepticism, the vast extent
of the commercial banks’ “diver-
sifying” with customer credit goes
on largely unrealized. No doubt
the casualness of the public’s ob-
servation of such credit services
is partly attributable to their ob-
vious appropriateness.

Expansion by the Banks

First let us look at the quanti-
tative growth of the banks’ activ-
ities in this area. Total install-
ment credit outstanding created
by all holders, has risen from $4.5
billion in 1939 to $39.7 billion now.
Of this, the amounts going into
the commercial banks increased
$1 billion to $15.1 billion, against
a rise to only $10.3 billion from
about the same amount at the
earlier period.

'Of' the''increase of total out-
standing installment debt by $35
billion since 1945, 38% has taken

place in the commercial banks, '

compared with 28% in the sales
finance companies, 10% in other
financing units, 12% through re-
tail outlets, and 8% through credit
unions, and 2% by others.
The above data demonstrate the
growing importance to the banks
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of this kind of credit. Further di-

versification for the banks comes
In qualitatively- via .the- kinds: of
borroyvers. Whereas, the consumer
debt instrumentality in the “good
old days” was largely confined to
the automobile buyer; now, in the
words of the current “Bulletin” of
the Federal Reserve Bank of
Philadelphia, far from limiting
time-purchasing to “durables,” the
consumer today can eat, sleep and
Rravel via airline... “on the cuff.”

People go into debt to get out of
d_ebt’. Debt has become a way of
life.” The new areas further en-
}arglng the “diversification” now
include “retail” credit extensions
by the banks running the gamut
from clothing purchases to pack-
aged- vacations—with competition
likely to spur this further,

The Debt Increase

_-During the long-term period
installment debt has increased
more rapidly than consumer debt
as' a whole; and also more than
total consumer income. This is at-
tributed to the larger proportion
of young adults getting married,
and their starting of families, to
Increased workers’ incomes in
te‘r_rns of purchasing power, to the
swing to urban, non-farm occupa-
tions, to suburbanization; all
swelling, the demand for autos,
fl_.lrmture and other installment-
financeable goods. Also contrib-
uting to this increased shift from
such borrowing is the stated wish
of many individuals (one-third of
the borrowers, reported by the
F.R.B.) to borrow despite their
holdings of the needed cash; as
well as their “hocking” insurance
policies.

Currently, the ratio of credit
used to buy goods, as a percentage
of income, is remaining steady at
last year’s highs, with in-
creases probable in personal loan
extensions.

Transatlantic Diversification

Expansion abroad in providing
the financing of exporters, has
been announced this week, by the
Commercial Credit Company, fol-
loyving C.I.T’s alignment abroad
with American Express. These
moves will indirectly further in-
crease and broaden the bank’s
consumer credit stake.

Diversification in another chan-
nel is instanced in the financing
of receivables of Sears Roebuck
through a subsidiary, Sears Roe-
buck Acceptance Corporation, via
offerings . of short-term notes,
(now totalling $158 million).
About a quarter of the parent
companies’ customers’ installment
accounts are so financed. Mont-
gomery Ward, “post Avery” is
‘now also selling its installment
accounts.

- Sears insurance business repre-
sents an-enormous amount of di-
versification; also in the financial
area. Its Allstate Insurance Com-
pany has become a multiple line
insurance company,

including C

even life now. Its growth has
been about eight-fold over the
past- decade;..premiums written
now amount to $438 million, total
assets to $678 million, and net in-
come to $35 million (this profit
figure of the insurance division
alone exceeding the entire profits
of the country’s second largest
mail order-retail company).

Stock Market Versus Consumer
; Credit

Interesting discussion, mostly
informal, of the nature of credit
going into the stock market and
to consumer debt, along with some
of the foregoing questions, took
place at the Consumer Credit
Management Program at Arden
House in Harriman, N. Y. last
week. The consensus held that in
consumer credit extension the em-
phasis is placed on the personal
qualifications of the borrower;
while the criteria govern-
ing lending to the speculator-
investor are concentrated on the
liquid collateral. (In this connec-
tion, SEC Regional Administrator
Windel’s plea for greater atten-
tion to the borrower by the
margin-extending broker, made
before the Association of Custom-
ers’ Brokers last week, is inter-
esting).

In its overall policies covering
the two credit areas, the Board’s
attitude is more similar. This ap-
pears to be endorsed by the Re-
serve Board’s explanation of the
regulation of margin require-
ments, “Since the flow of credit
into the stock market tends to
fluctuate with general business
conditions, changes in margin re-
quirements are usually correlated
with - policy actions that affect
general credit availability,” in
the 1959 Annual Report of the
Board of Governors.

And in its specific explanations

' of its raising and lowering of the

margin requirements, the Board
includes attention to the price
level and inflationary psychology.

H. P. Morris
Joins Stix Co.

(Special to THE FINANCIAL CHRONICLE)

ST. LOUIS, Mo.—Howard P, Mor-
ris has become associated with
Stix & Co., 509 Olive St., members
of the Midwest Stock Exchange.
Mr. Morris was formerly Vice-
President of Taussig, Day & Co,,
Inc. with which he had been as-
sociated for many years.

Corp. Bond Traders Elect

The Corporation Bond Traders
Association of New York has
elected the following new officers
for the ensuing year:

President, John F. McCormack,
F. S. Smithers & Co.; Vice-Presi-
dent, Fred R. Eisele, Freeman &

o.
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GOVERNMENTS

BY JOHN T. CHIPPENDALE, JR.

In face of a new money raising
operation which will have to be
undertaken in the next fortnight,
or so, the Treasury came along
with an “advance ' refunding”
offer which took the financial
community pretty much by sur-
prise. It appears as though the
Treasury is not going to let the
market digest the issues which
have been floated in closeby re-
funding and new money opera-
tions before again making offers
to holders of Government issues.

'This brings about uncertainty and,

in some instances, creates confu-
sion in the money markets,

The positive reserve position of
member banks, together with the
unexpected decline in loans in
face of income tax payments, has
imparted an easier tone to the
money markets. In spite of this
trend, the bulk of the funds which
are available for investment in
fixed income issues continues to
go into short-term Treasury ob-
ligations,

The “Forward Refunding” Offer

The money market had been
looking for at least a short
breathing spell but the Treasury
took advantage of the Iull in
operations by making a “forward
refunding” offer to the owners of
that large maturity ($11,177,000,-
000) the 2%s due Nov. 15, 1961.
There has been considerable dis-
cussion about “forward refunding”
and there was no question but
what the financial district be-
lieved it would be carried out by
the Treasury, but at some time
in the future. The fact that the
interest rate level of 414 % for

long-term obligations was not
upped by the Congress was looked
upon as a deterrent to any large
scale “forward refunding” by the
Treasury. : . '

In addition, it is evident that as
long as uncertainty is going to
prevail as it does now, there is
not going to be too much in the
way of a move by most holders of
near-term issues to extend the
maturity date by a “forward re-
funding” unless there is a real
inducement -in the form of much
higher rates.

Federal Paving the Way

To be sure, the action of the
monetary authorities to ease
money - and credit conditions
which started with the decline in
negative reserves of member
banks of the system and eventu-
ally brought about excess re-
serves and a reduction in the
discount rate recently may have
spurred the Treasury on in its
drive to cut down the size of
certain issues ‘which have to be
refunded in the next year or so.

The decrease in the Central
Bank rate is evidence that the
Federal Reserve Board has as-
sumed at least a policy ' of
“neutrality” and this could be
accompanied by easier credit con-
ditions, with the passage of time,
A lowering of the interest rate
trend would be very helpful to the
Treasury in ‘“forward refundings”
provided the necessary induce-
ment to make it is there,

Success Indicated

The offer by the Treasury to
take care of part of the Nov. 15,
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1961 - maturity through the ex-
change of these 2%s for a 3% %
note and a 3% % bond, however,
turned out to be a pretty good
proposition with the note getting
the major part of the play. To
those owners of the 214 % of Nov.
15, 1961, who had acquired them
below 100 and were satisfied with
a 1964 maturity, this exchange for
the 3% % note made some sense,
especially from the tax angle. On
the other hand, the holders of the
21%s who bought them at 100 or
above were not attracted too
much by either the 334s or the
3%s.

From the indications which
were available at the start of
the “forward refunding” offer
it appeared as though it would
be no ball of fire and the guesses
which were being made were not
optimistic. However, it subse-
quently gained momentum and
beyond question the figures to be
published by the Treasury will
prove it to be a successful
undertaking. ’

Long Bonds in Doldrums

The lowering of the Central
Bank rate has brought some addi-
tional funds into Government se-
curities but these have gone
mainly into’short-term issues. In
addition; there have been some-
what increased commitments in
the intermediate-term obligations
but these have not assumed any-
thing like large scale purchases.
The most distant issues—those in
the real bond classification—have
made limited progress largely
through state pension fund pur-
chases but there are no indications
this will be followed by sizeable
purchases since there are more
attractive issues ‘in the non-
Federal fields.

The sharp up-trend in prices
of common stocks has taken more
than a bit of ‘the glamor away
from fixed-income bearing securi-
ties. It is reported that quite a
few positions in short-term Gov-
ernments have been liquidated
and the proceeds put into equities.

I
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Our Q()th ANNIVERSARY YEAR

Commemorating this eyent, we have just published -

“A TEN YEAR INVESTMENT FORECAST

- 1960-1970"

This research work examines the background for
investment opportunities in the next decade and dis-
cusses nine industries likely to show superior growth.
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TAX-EXEMPT BOND MARKET

'BY DONALD

'D. MACKEY -

The decision of the New York
Federal Reserve Bank and seven
others of the system to emulate
the earlier action of the San

Francisco and Philadelphia re~ .

serve banks in reducing the dis~
count rate from 4% to 3%%
served to invigorate all sectiong
of the bond market. The action
of the reserve banks was ap-
parently based upon the- lowered
momentum in some important
segments of the economy, includ-
ing lower -commercial loan fig-
ures, the recent decline in the
relative volume of money in eir-
culation, and the general 'dip in
consumer spending.

Treasury’s Advance Refunding
Offer Seen Successful

Although the  Treasury an-
nouncement of its unique advance
refunding plan slowed down the
general improvement in the gov-
ernment bond list, skepticism re-
garding it has been largely dis-
pelled and, although the exchange

latedly affects the secondary mar-
ket, the various'averages will re=
flect a rather sharp rise.

Recent Financing

Comment concerning several
of the recent mew . issues will
serve to indicate this positive
surge in new issue bidding. On
Tuesday, June 14, 'several . im-

portant items were up for com- -

petitive bidding. The Common-
wealth of Kentucky asked for
bids on $30,000,000 serial bonds
(1962-1971) for highway, bridge
and tunnel purposes. The group
headed by the First National

. Bank of Chicago, Harris Trust

-and Savings Bank, Northern Trust
Co. and Chase Manhattan Bank
won the award. Bidding was very
close, with the Halsey, Stuart &
‘Co. group runner-up. Scaled to
yield from 2.40% to 3.00%, the
account reports an unsold balance
of about half the issue. In view
of the market’s splurge of
strength, this seems a good per-
formance.
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issue was, reoffered at prices to
yield 2770% to 3.80%. The re-
ported = balance at yesterday’s
opening was about $3,500,000.

Also on Tuesday, St. Paul, Min-
nesota, a .city whose. obligations
always attract highly competitive
bidding, borrowed. $5,633,000 by
means of serial bonds (1961-90).
Phelps, Fenn & Co., Stone and
Webster Securities Corp., F. S.
Moseley & Co. and associates were
the high bidders. The bonds were
priced to yield from 2.30% to
3.45%. The.reported balance at

Tuesday’s  closing was '$3,400,000..

Puerto Ricos Going Well

Yesterday (June 15) an in-
teresting and perhaps underrated
borrower. came to market in the

instance of Puerto Rico.'  The."

Chase Manhattan Bank group was
high bidder for $17,000,000 serial
(1561-1980) public improvement
general obligation bonds. The
First National City Bank account
was second “bidder. The bonds
were priced to yield from 2.50%
to 3.90%. Investor reception is
reported as fairly good.

Big Week Ahea.d_
Sizable issues have been added

‘will be opened.

Larger Issues Scheduled For Sale

In the following tabulations we list the bond issues of
$1,000,000 or more for which specific sale dates have been set,

Information, where available, includes name of borrower,
amount of issue, maturity scale, and hour at which bids

June 16 (Thursday)

Bayonné Housing Authority, N. J. 1,000,000 1985 -
Connecticut —ocowidommmmmmmmaiias 28,880,000 1961-1980
Honolulu, Hawaiio oo oo _o__ .2,000,000 1971-1990
Newburgh City School Dist., N. Y. 2,550,000 1961-1977
University of Tennessee, Tenn.... 1',800,‘000 ________
June 17 (Friday)

Fort: Lewis ‘Agricultural and .

Mechanical College, Colorado.. ~ 1,308,000  ____.._._

. June 20 (Monday) .

Evansville $chool Corp., Indiana_. 1,500,000 1962-1973
Manitowoc, Wisconsin ..._._.._._.__ . 21,650,000 1961-1980
Maricopa County School District ! :

No - 210;-Arizonal <l Jwsee o “L 5,000,000 1961-1976

June 21 (Tuesday)

Alabama, facownsilindiianieidama 50,000,000 1962-1980
Asheboro, North Carolina._______ 1,800,000 1961-1985
Broward County, Florida________ 3,600,000 1961-1970
Carter County, Tennessee.___...- 1,576,000 - 1962-1980
Chula Vista, California. ... 1,250,000  '1961-1980"
Jersey City, New Jersey-—...__.._ 2,000,000 1961-1980
Marylang - ot oo 2r st sl 13,487,000 1963-1975
Milford, Connecticut .. ______ 2,750,000 1961-1980
Nashville, Tennessee ______ .. 4,925,000  1960-1997
“New York State Power Authority: 100,000,000 2006

*Negotiated offering by Dillon, Read & Co., Inc.,, Halsey, Stuart

Noon

11:00 am,
9:00 a.m,
3:30 p.m,

11:00 a.m,

3:30 p.m.
3:00 p.m,

11:00 a.m.

'11:00 am, .

11:00 a.m,
11:00 a.m.
10:00 a.m,

7:00 p.m,

10:30 a.m.

11:30 a.m, .

7:30 p.m.

e T e
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offer may not fulfill the suggested : 3
Yanits for ench, offering. I bseems . Ahother Sfportat  atate. oter: to the new issue calendar since Ifubn, Lceb & (Eo.,‘ and W. H. Morten & Co,, Inc. i
likcly that holders of T ing. $25.000.000 Sta i ohioan last week, although the schedule Norfolk, Virginia ... _______ 9,000,000 1961-1985 11:00 a.m, '
y that ho the 2l5s ing, $25,000,000 State of Michigan, £ today i h ier Ohi 15,000,000 1960-1970. N
due 1861 may accede in substan- Trunk Highway (1961-1985) &5 of foday is not much beavier (o 0, Jomsroooarsreponomiostemnn 1000 R oI P
tial voluxxne. Should the govern- bonds was won by the BIoup. 40 heavy volume of awards this . District, California ____________ 62,000,000 1966-2010 11:00 a.m I
ment bond market continue to headed by Blyth & Co., Halsey, i : ; ; e
gain at its present tempo, the at- Stuart & Co., First of Michigan Week, The total, however, is close Oxnard Union High Sch. D., Calif. 1,750,000 1961-1975 "11:00 a.m. .
traction becomes more. Lmpelling. Corp. and including a national 10, $750,000,000; ‘including - the Passaic, New Jersey.. ... 1,418,000, "1061-1900" <, cananl s
"The tax-exempt >b0v1d markett" membership. The only other bid- $100,000,000 New York State $ftefsgn’ i ﬁlerseg ____________ ?’?gg’ggg iggﬂggg 8:15 p.m, :—"'
| tax- : I é § s : i1y, Power Authority issue to be ne- West Orange, New Jersey._.__.__ ,132 = 19 p.m,
d : 5 1 ‘
by Tresbory st coniinaed e Bemmey & Co, Leman Brothers, £0Uated by, Dillr, Read t Co sk v |
sur , €or ‘ Drexel & Co. and Harriman 200 associates on or about June Albany, New York .. ___________ 2,508,000 1961-1980 12:30 p.m H ;
?If?e%“;ilp{éfieaﬂ}igv hsv%el;{ese%alzﬁef[{); Ripley. & Co: The o d virel;‘emgfri 21. This volume, although moder- Anaheim, California ....._______ 6,600,000  1961-1980 10:00 a.m A ;]-
recently as the middle of May fered to investors at prices to g dhelavy, pﬁsis ng Ihre'att' s EaStCh‘sSteli; %ew o Frcs) Soha o O AW AT ? £
] 3 . feld f ; an orderly. market under existing Greenburgh Union Free School : :
?rzl;esutrhvanb%o ddxffe;elnt ssues of Ylel r;gg}’)ﬁ%goﬁ v"r‘;pg'rotg?'ﬁ;’} circumstances. The street float, District No. 3, New York....__ 1,050,000 1961-1990 = 2:15 p.m. -
e ndS vielde g better this large, special motor vehicle 2¢cording to the “Blue List,” is Maryland State Roads Commission, . ::
N e and some of them ‘7 o : about $307,000,000. Although  Maryland ____ .. ____.__________ 20,000,000 -1961-1975 11:00 a.m
yielded close to 415%. Currently, révenue issue, with a balance of 4 e paiesei A DN 11: 3 W
A ek L ! about $9,000,000 at this writing, -€avier than last week, it is con- Miami, Florida —.__..__._________ 3,000,000 . 1963-1986 11:00 a.m. £
S ihe hi;g hesty 2 7 -or more . il i P - siderably lighter than the average Morehead State College' of Ken- f 1
i yield is less than ilwaukee,” Wisconsin awarded tor the year tucky; K 1,950,000 1962-1999 10:30
; 4.20%. The municipal bond mar- $15,000,000 water -revenue bonds : iy s Setite ae o aT - 9’500, . Bl
§ ket has followed this pattern, (1961-1990) to Drexel . & Co, .:Tne demand for tax exempts Waterbury, C°nne°tm“f,““"2”?;"(7rh 2’5?,0’00)0 i e v =
! albeit much less spectacularly. Glore, Forgan & Co. and j. 1s considered fayorable. New is-- : ane Bxfcay ' =
! The -Commercial ‘and. Finuncioi -ates. The bgidding b éleryascslggle, sue volume has been lighter this Manatee' County, Florida -~ 1,100,000 1963-1984 .11:00a.m. f T
i Chronicle’s -average. yield Index Wwith Halsey, Stuart & Co., Leh- geazrtﬁan lalslt d?ntd'bltt l'(nlasAbeen Santa Cruz, Cahforma_j _____ é_»_-T 2,530,0())0 1962-1989 -11:00 a.m. & 15\/
; for high grade bonds has gone man Brothers, Smith, Barney & S5¢nerally well“distributed. As an ‘ une 28 (Tuesday : R : ]
! from 3.45% on May 11, 1960 to Co. and others furnishing P o 3dded.p051t1ve factor of tremen-  California: ... ._iocoiiiui._. - 93,000,000 1962-2000 *10:00 a.m;: i
: 3.396% as calculated yesterday. sharp competition. The issue was ous impact, the Federal bond Columbia -County, Wisconsin____ 1,000,000 1961-1980 2:00 p.m." P
This indicates an average dollar reoffered at prices to yield from 02fket has been the object of Escondido, California _________ . 1,125000 1961-1999  7:30 pm.: =
rise of about one point for tax 2.25% to 3.60% and, at the close Continuing official attention bene- Fayetteville, North Carolina-_.__ 1,370,000 - 1961-1979 11:00 a.m. 3
exempts as against a considerably Of the order period, about $7. 1iting the entire bond market. Marion County, Florida-.________ 2,200,000 1962-1985 - 9:30 a.m. 4
higher average rise for Treasury 500,000 was reported in account. po. . oo oo g .~ Victoria County, County t
bonds.: s Anothes important new issie that ollar Bonds Moving Upwar :Navxgatmn District, Texas.___. 1,500,000 1961-1985  1:30 p.m. '?}
Higher Municipal M attracted -aggressive bidding last _ On last reporting June 9 the June 29 (Wednesday) 3:
Ind?;pat’ed arket “Tuesday was $10,000,000 Phila- Smith, Barney & Co. turnpike Florida Development Comm., Fla. 16,800,000 1965-1990 11:00 a.m. ";E
ica ‘ delphia, Pennsylvania school dis- Pond yield Index was 3.96%. The Louisiana State Univer., Louisiana 6,500,000 1962-1983 11:00a.m. h
i HOW(?VGI.', the aggressive new trict bonds (1962-1985). Here, too, WeeK . previous the Index ' was Pennsylvania State Public School ' '
issue bidding for municipals that the bidding was seriously com- 3-99%. This represents an average  Building Author. Pennsylvania - 25.260,000 1960-1999 Noon
now prevails, presages a con-. petitive, with the account headeq dollar rise of one-half point. Silver Creek Sch. Bldg.Corp., Ind. .1,660,000  _.____._ .2:00 p.m.
siderable rise in.the municipal by Drexel ‘& Co. ani the Chase Since June 9, many individual June 30 (Thursdav) '
?ggﬂem:;kgg in the very ngar F1\‘/Ianhattan just nosing out the issuesn}fave chalked up gains, to Dallas Ind. Sch. Dist., Texas. 15,000,000 i
; W 1ssue pricing be- F. S. Smithers & Co. group. The Wit: Illinois Toll 334s at 87, up El Paso, Texas_..._._._ . 000,000 - _____ |
; 8rouP. T 1%4; Kentucky Turnpike 340s at El Pacy. fit: “Sobosi Dist,, Texas 2’88?)'888 ________ 1
MARKET ON REPRESENTATIVE SERIAL ISSUES Shodp L Pennsylvania Turnpike North East Ind. Sch. Dist, Texas. 1,000,000 1961-1984 - -
) ' Rate  Maturity Bid  Askea o (s at 84%4 up 15; Kansas Turn- - July 5 (Tues,da’) : c
g(a)hforrg}a t(State) ________________ 3%% 1978-1980 3.90% 3.757 Pike 3%s at 7'_73/;1’ up Y and Alimeda Co. Flood Control and z S
nnecticut (State) -_____________ %% 1980-1982 3.50% 3.359 1cxas Turnpike 2%s at 80, up 1. "“yyater Conservation Dist., Calif. - 2.250.000 ~ 1961 :00 ’ H
New Jersey Highway Auth., Gtd... 3% 1978-1980 3457 3'30%: At present, most of these issues : D 1., Calif. 1200, 61-1990 - 10:00 a.m b
New York (State) .______________ 3%  1978-1979 3.15% 3,009 @re in small supply and markets July 6 (Wednesday) _
Pennsylvania (State)__________.__ 33%9% 1974-1975 3'20‘79 3'057" are consequently thin. Charlotte Cpuqty Special Tax fe
Vermont (State) ... . 314% 1978.1979 3'250/9 3-1070 : _School District No. 1, Florida_. 1,000,000 1962-1982 11:00 a.m. 3
New Housing Auth. (N. Y, N. Y)) 3%% 1977-1980 3507, 3359 ~ New Additions to Calendar  orth Carolina ... 11200,000 16611570 11:00 a.m. ¥
.0s Angeles, Calif.._._.__. L g % . - A . istrict, La..___.__ 61-1970. 11:00 a.m.
Baltimore, Md.. o1 g,z*,%’ e g 370%. Imporiant new state and mu- Salt River Project Agriculiural ‘ 1¢
Cincinnati, Ohio .. .. ...~ 31,% 1980 3:350/2 3-2g:§’ nicipal issues added to the com- ~Imp. & Power District, Arizona 19,000,000 1963-1992 = __ -
Iéﬁw Orlelams, La oo %% 1979 3.60% 3459 Detitive schedule during the past _~ July 7 (Thursday) ' e
fhleagn, 1L T — 3% % 1977 3.75% 3.60% week include: $13,487,000 Mary- Chicago, Illinois ____.___________ 37,000,000 ... 10:00 a.m. b
N T toar e 980 500% 385% fana (1963-1075) for June 21; 815, T eI, e TH TR, o oo e .
. ndex=3.396 % 000,000 Dall is- uly uesday
trict (1921.81553(3“21 S“}’L?Sé d.ol,z. Anne Arundel County, Maryland. 9,750,000 __._____ = ____.cei _
~[ESTABLISHED 1893} - » Anne Arundel County Sanitary i
$10,695,000 North Carolina (1961-  Commission, Maryland ... . __ ‘4,400,000 oo i 8
STATE AND MUNICIPAL BONDS 1980) for July 6; $37,000,000 Chi- Ball State Teachers College of ’ 1
CORPORATE BOND cago, Illinois (1962-1979) for July Delr?tdolﬁn?f Indiana 2,500,000 1962-1989 10:00 a.m. g
; 5 7, and many of less size and im- Ercanaba Area S, Dist, Midhigan - Yoo tocriees Saoem B
LOCAL STOCKS portapce. There are no further New Orleans, Louisiana... . g. o 62200’000 1é62:1990 10:00 g:m: S
negothlated type issues for nearby Santa Clara County, California___ 11,498:000 1961-1985 11:00 a.m. ‘;
offering other th‘an' New -York B O July 19 (Tuesday) ¥
State Power Authority scheduled ~u&éne, Oregon..___.___________ 25,000,000 oo e .5
for June 21. The Chesapeake Bay % 4 ) July 20 (Wednesday) ‘ 1
Tunnel District offering continues b¢rhards Township Sch. Dist.,N.J. 1,532,000 1961-1980  8:00 p.rm.
RHODES- ’ oy
ES-HAVERTY BLDG.  ATLANTA 3, GEORGIA under -discussion. A generally | A ... Sept. 8 (Thursday) - ‘c
JAckson 1-0316 :good bond market, with the focus i rnb'i]esi v-Cahforngét_ﬁﬂl_i‘(_w d4,OQ0(,1000) T 1000 A t
. ; : Sent. ednesda
on tax exempts, continues in Greenwood Metro, Sewer District ¥y 4
prospect. : ’ South Carolina ______________~ 1,000,000 “ ool mieimmee f
pitized for FRASER
R/ Hraser-stlauisfed-orgf - - - -
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-‘The State of

TRADE and INDUSTRY

Steel Production °
Electric Output
Carloadings

Retail Trade

Food Price Index

Auto Production
Business Failures
Commodity Price Indez

The Labor Department announced
this. week that employment in-
creased .to -67,208,000 persons in
May, an increase of 1,049,000- over-
April, while unemployment
dropped to 3,459,000, or 201,000
below the April figure, ,During
May the average factory worker
increased his working time 24

‘minutes to 39.8 hours and average

factory -earnings by 91 cents to
$90.70 a week. The average-fac~’
tory production worker aiso got
2.4 hours overtime a week, an 18
minute increase over April. There
are 850,000 new workers in the
labor market and school age
youngsters will soon seek summer
vacation jobs. The highest em~
ployment total of 67,594,000 was
recorded last July, but it is ex-
pected that a new high will be
made in the winter months of this
year, )

. ES &

~ Economic activity in May ap-
pears to have steadied at the higl
levels achieved in April, the Fed-
eral Reserve Bank of New York
noted in its June “Monthly Re-
view.” The . April expansion  in
consumer demand does not seem

to have pushed total factory out- °

put upward in May, but produc-
tion in some industries—including
automobiles — registered- further
gains. The prospect, moreover, of
later increases in production else-
where was indicated by a recent
survey of consumer buying plans
which showed buying intentions
for many -items to be stronger
than a year earlier.

Total employment moved up
sharply to a new all-time high in

mid-April, as outdoor employment -

rose after an unusually: wintry
March. Unemployment fell from
5.4% to 5.0% of the civilian labor
force after seasonal adjustment.
Personal income showed a gain
in April of -$3.4 billion (seasonally
-adjusted annual rate), almost
double .the increase over the en-
tire first quarter. According to

.the advance report, retail sales

increased by 3% % in April. Early
dinformation suggests that in May
retail sales remained-at about the
high April level.

A further pickup in consumer

demand is suggested by the.con-

tinuing National Industrial Con-
ference Board survey of consumer

‘buying plans. February and

March interviews indicated more

‘consumers plan to buy new.auto-
‘mobiles, new and old houses, and

certain- major appliances- this
spring and summer than had been
the case a year earlier. A further
positive influence is also to be
expected from business spending
for new plant and equipment. The

.actual volume of outlays does not

yet seem to have reached the

levels indicated by surveys of-

business spending plans taken a
few months ago, but there is no
evidence that these plans have

_been. scaled down in the. aggre-

gate. )
In a second article, ‘“Business
Trends Abroad,” the Reserve

" Bank finds the underlying expan-

sionary forces strong in the major-
industrial countries -abroad al-

though after a year of economic’.

boom the pace of economic” ad-

‘vance appears to have slowed

somewhat. The slower rate of

expansion in the first quarter in

some countries seems to have re-
flected increasing - pressures on

. plant capacity and the spread of

labor shortages. In most countries,
however, it is expected that rising

_ wages will swell the demand for

consumer goods and .induce fur-
ther investment
months. - - »
Industrial production (season-
ally adjusted) showed an esti-
mated increase in Western Europe

Fed for FRASER
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of about 2% during the first quar-.
ter above the fourth quarter of
1959, after a rise of over 4% from
the third to the fourth quarter of
last year. In Japan, the expansio_n'
continued at a very rapid pace in
the first’ quarter.  In Canada,
where the cyclical upswing has so
far been modest, the economy has
apparently been moving sideways,
although above the level of the
fourth quarter,

The most rapid production ad-
vances continued to be in the
basic industries and in automobile
production. . Iron-and steel output
in the first quarter, for example,
was running 30% ahead of a year
earlier in. the United Kingdom,
and 35% ahead in West Germany.
Plans for investment 'generally

continue to be revised upward, as
dwindling excess capacity, labor

"shortages, ' and' keener - interna-

tional competition make it im-
perative to expand capacity, mod-
ernize equipment, and rationalize
production. ¢

helped ease price pressures since
last fall, the danger remains that
the expansionary process may
generate excessive demand. As a
result, there has been no substan-
tial departure from the policies of
fiscal and monetary restraint
adopted earlier. Virtually all
Western European central banks
have by now acted to curb credit
expansion. In some countries,-the
introduction of new credit con-

trols is being considered. Central .

banks also have continued to issue
strongly worded warnings against
the perils of economic over-ex-
pansion. u '

Bank Clearings For Week Ended
June 11, Up 3.89, Above Same

S 1959 Week

. Bank clearings this week will
show an increase compared with a
year ago. Preliminary figures

‘ports.

complied by the “Chronicle,”
based upon telegraphic. advices
from the chief cities-of the coun-
try, indicate that for the week
ended Saturday, June 11, clear-
ings for all cities of the United

. States for which it is possible to
‘While  seasonal influences have

obtain weekly clearings will be
3.8% above those of the corre-
sponding week last year. Our
preliminary totals stand at $25,-
368,040,654 against $24,433,283,062
for the same week in 1959. Our
comparative summary for the
principle -money centers follows:

Week. End. . —~—— 000 Omitted ——
1960 1959

June 11— %
New York.. $13,605,972 $12,895,164 + 5.5
Chicago.._. ~ 1,151,806 1,197,243 — 3.8
Philadelphia . 1,014.000 1,033,000 — 1.8
Boston........ 733,435 673,218 + 8.9
Steel Operating Rate of 509 .
Forecast

Steel operations continue to
head down, ‘“The ‘Iron Age” re-

Production will hit a low
point at or near 50% of capacity
on the holiday-shortened July 4
week. )

But even after that, no signifi-
cant rebounding is expected until
late summer or early fall.

(2579) 7’

The magazine comments that
most of any- current optimism is
based on autumn hopes and the
long-term evaluation. There is
nothing in the order picture now
to justify hopes of a sharp up-
trend in the near future.

The national metalworking
weekly points out that July or-
ders are disappointing, A recent
flurry of automotive orders has
subsided. Flat-rolled products
appear to have leveled. But many
products have not yet hit bottom.

While short-term gloom ap-
pears to dominate the market,
“The Iron Age” points to these
'positive factors :in the market
outlook: .

(1) Inventory cutbacks will
have to end soon. Even consider-
ing summer slowdowns, a rate of
steel purchasing to meet consun:p=
tion will show an improvement.

- (2) Automotive ordcis for the
early- rush of 1961 models will

come in soon. Some bodymakers
and suppliers have made their
first moves, but this has not been
general. . .
(3) ‘In spite .of some cutbacks,
Continued on page 42
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© $17.000,000

AMOUNTS, RATES, MATURITIES*

OR PRICES

(Accrued interest to be added)

1961  2.509
192 275
1963 3.00
194 320 -
1965 - 3.30
1966 3.40
‘1967 - 3.50
1968  3.55

1969 3.60
1970  3.65
1971 3.70-
1972 @ 100
1973 @ 100 -

| 1974 - 3.80%
1975 3.80
1976  3.85
1977  3.85
1978 @ 100

- 1979 @ 100
1980 @ 100

*Descriptive Civcular upon request
(Includes full information on

AND YIELDS
$ 400,000 59
400,000 5
400,000 5
600,000 5 -
600,000 - 5
600,000 5 -
800,000~ 33
800,000 334
800,000 . 334
806,000 33
- 800,000 . 3%
1,000,000 33
1,000,000 334
1,000,000 33/
1,000,000. 334 .
.1,000,000 -3.90
1,250,000 3.90
1,250,000 3.90.
1,250,000  3.90
1,250,000 - 3.90
L Bt Redemption Provisions)

Drexel & Ce.
Phelps,Fenn_& Co.
|| L-F. Rothschild & Co.

Banco

W. E. Hutton & Co.

~ Dominick & Dominick

Creditoy Ahorro Poncen = Banso’ di l:once Salomon Bros. & Hutzler
- Blair & Cv. . R.W. Pressprich & Co. Allen & Company

American Securities Corporation
Paine, Webb_er, Jackson & Curtis ~ . _ Reynolds & Co.
Coffin & Burr

Incorporated

Dated July 1,

ment of the United States, or by th

- Commonwealth of Puerto Rico |
‘ 5%, 3%% and 3.90% Bonds of 1960, Series B R

1960

Principal and semi-annual interest (January 1 and July 1) payable at the principal office
of The Chase Manhatian Bank in New York City, or at the option of the holder, at
the office of the Government Development Bank for Puerto Rico in San Juan,

P. R. Coupon bonds in denomination of $1,000, registrable as to principal
alone or as to both principal and interest and, if registered as to both
principal and interest, reconvertible into coupon bonds.

Interest exempt, in the opinion of counsel, from taxation by the Govern-
¢ Government of Puerto Rico or any
political or municipal subdivision thereof, or by any State, Territory,
or possession, or by any county, municipalits, or other municipal
subdivision of any State, Territory, or possession of the United
_States or.by the District of Columbia.

Legal Investment for..Savings Banks and Trust Funds in New York State

Tkese Public Improvement Bonds will constitute, in the opinion of counsel,
valid general obligations of the Commonwealth of Puerto Rico, for the pay-
ment of which, both principal and interest, the good faith and taxing power
of the Commonwealth are pledged.

The above Bonds are offered when, as and if issued and received by us, and subject to prior
sale and approval of legality by the Secretary of Justice of the Commonwealth
of Puerto Rico and Messrs. Mitchell, Pershing, Shetterly &
Mitchell, Attorneys, New York, N. Y.

The Chase Mﬁnhattan Bank. - Morgan Guaranty Trust Company ~ Halsey, Stuart & Co. Inc.  Tra Haupt & Co.

G. H. Welker & Co.
Francis 1. duPont & Co.

Wm. E Pollock & Co., Inc.
Laidlaw & vCo‘. - Gregory & Soms- -~ Cruttenden, Podesta & Cd, Wallace, Geruldsen & Co.

June 16, 1960
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Due July 1, as shown '

White, Weld & Co. ||
Hornblower & Weeks
F. S. Moseley & Co.
Hayden,.Slone & Co.
Hirsch & Co.
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DEALER-BROKER

INVESTMENT

LITERATURE

AND RECOMMENDATIONS

IT 1S UNDERSTOOD THAT THE FIRMS MENTIONED WILL BE PLEASED
TO SEND INTERESTED PARTIES THE FOLLOWING LITERATURE:

Bache Selected List—Booklet of
buy, switch or hold suggestions on
524 stocks—Bache & Co., 36 Wall
Street, New York 5, N.. Y. Also
available is a bulletin on General
Motors Corporation.

Bank Stock Quarterly—Review—
M. A. Schapiro & Co., Inc., 1 Wall
Street, New York 5, N. Y.

“Blue Book:” Reviews of Cana-
dian copper, gold, iron, nickel,
uranium and oil stocks — Draper
Dobie and Company Ltd., 25 Ade-
laide Street, West, Toronto, Ont.,
Canada. Also available is an an-
alysis of Ventures Ltd.

Chartcraft Point & Figure ASE
Service—64 page textbook and 6
week trial subscription, $10—
Chartcraft, Inc., Dept. C-1, 1 West
Avenue, Larchmont, N. Y.
Chemical Stocks — Bulletin —
{Goodbody & Co., 2 Broadway,
New York 4, N. Y. Also available
is a memorandum on Fansteel.
Defense Stocks — Bulletin with
particular reference to Bardem
Corporation, General Precision
Equipment, Northrop Corporation
and Ryan Aeronautical —Shearson,
Hammill & Co., 14 Wall Street,
New York 5, N, Y.

Electronics Stocks — Bulletin —
Boenning & Co., 1529 Walnut St.,
Philadelphia 2, Pa. -

“Eligible Book” — 1960 edition of
preferred - and . common: shares
listed on the Toronto and Mon-
treal Stock Exchanges considered
eligible for investment by Cana-
dian Insurance Companies — in-
cluding lists of new entries and
deletions from the previous edi-
tion — Cochran, Murray & Hay
Limited, Dominion Bank Build-
ing, Toronto, Ont., Canada.

Fire & Casualty Insurance Stocks
—Comparison & Analysis—Laird,
Bissell & Meeds, 120 Broadway,
New York 5, N. Y.

Foreign Investments in Japan—
Discussion — Yamaichi Securities
Co. of New York, Inc., 111 Broad-
way, New York 6, N. Y. Also
available are reviews of Mit-
subishi Electric Mfg. Co., Nippon
Qil Co., Ltd., Toyo Koatsu In-
dustries, and Mitsubishi Estate Co.

Growth in the Orient—Study of
economic and investment outlook
for Japan with particular refer-
ence to Kansai Electric Power
Company; Matsushita Electric In-
dustrial Co.; Mitsui & Co., Ltd.;
Sony Corporation; Sumitoma

Chemical Industry Co., Ltd.; Ta-
keda Pharmaceutical Industries;
Tokyo Shibaura Electric Co.; Toy-
ota Motor Co. and Yawata Iron &
Steel Co.—Bache & Co., 36 Wall
Street, New York 5, N.Y.

Gutman Letter—Weekly comments
on investments—Stearns & Co., 72
Wall Street, New York 5, N. Y.

Investment Outlook and Recom-
mended Securities — Review —
Edwards & Hanly, 100 North
Franklin St., Hempstead, N. Y.

Japanese Stocks — Monthly stock
digest and economic review —
Nomura Securities Co., Ltd., 61
Broadway, New York 6, N. Y.

Leisure Time Stocks — Review —
Hemphill, Noyes & Co., 15 Broad
St., New York 5, N. Y. Also avail-
able is a memorandum on Cana-
dian Petrofina Ltd.

Leisure Time Stocks — Review —
The Milwaukee Co., 207 East
Michigan St., Milwaukee 2, Wis.

Leisure Time Stocks — Review:

—With particular reference to
American Broadcasting-Para-
mount Theatres, Inc., American
Machine & Foundry Co., and
Hammond Organ Co.— Purcell &
Co., 50 Broadway, New York 4,
N. Y. Also available are data on
Servel Inc,

0il in Canada—Facts and figures
—Wood, Gundy & Co., Inc., 40
Wall St., New York 5, N. Y.
Over-the-Counter Index — Folder
showing an up-to-date compari-
son 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 — National Quotation
Bureau, Inc., 46 Front Street,
New York 4, N. Y.
Recommended Investment Lists—
For income, growth and yield —
Reynolds & Co., 120 Broadway,
New York 5, N. Y. Also available
are analyses of Pullman Inc., Ten-
nessee Corp., and Pittsburgh Plate
Glass Co. and comparative figures
on Oil Stocks.

Retail Stores — Review — Dean
Witter & Co., 45 Montgomery St.,
San Francisco 6, Calif.

Selected Stocks—In various cate-
gories—Courts & Co., 11 Marietta
St., N. W., Atlanta 3, Ga.

Soft Drink Industry — Article in

Bought

HAnover 2;2400

Uris Buildings Corporation
The Teleregister Corporation

United Financial Corporation

Conv. Dzbentures — Common — Warrants — Units

Prospectus on request

TROSTER, SINGER & CO.

Member New York Security Dealers Association

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

For financial institutions only—

* Sold

Teletype NY 1-376; 377; 378

The Commercial and Financial Chronicle .

June issue of “The Exchange”—
The Exchange .Magazine, 11 Wall
St.;, New York 5, N. Y.—20 cents

a copy ($1.50 per year). Also in
the same issue is an article on

Foreign Securities listed on the

. New York Stock Exchange and

data on Northwestern Steel &
Wire Co., S. D. Warren Company,
Standard Financial Corp., Tor-
rington Co. and Armstrong Rub-
ber Company.

Stock Exchange Possibilities in
Argentina — Comments by the
Shaw Bank of Buenos Aires—New
York Hanseatie Corp.; 120 Broad-~
way, New York 5, N. Y.

Tax Exempts — Bulletin — Park,
Ryan, Inc., 70 Pine St., New York
5, N. Y.

Ten Year Investment Forecast—
Economic forecast to 1970—Dom-
inick & Dominick, 14 Wall. St,,
New York 5, N. Y.

Treasure Chest in the Growing
West—28 page brochure on indus-
trial advantages of the area served
—Utah Power & Light Co., D. H.
White, Manager Business Devel-
opment  Dept., Dept. A5, Utah
Power & Light Co., Salt Lake
City 10, Utah.

Understanding Put & Call Options
—Herbert- Filer—Crown Publish-
ers, Dept. A-7, 419 Park Avenue,
South, New York 16, N. Y.—$3.00
(ten day free examination).

United States Government Securi-
ties — 19th edition — The First
Boston Corp., 15 Broad St., New
York 5, N. Y.
&

* *

Acme Missiles — Memorandum —
Bruns, Nordeman & Co., 115
Broadway, New York 6, N. Y.
Also available is a bulletin on
Gillette.

Allied Chemical—Review—West-
heimer and Company, 326 Walnut
St., Cincinnati 2, Ohio. Also avail-
able are an analysis of Procter &
Gamble Co., a review of R. H.
Macy & Co, and data on Garrett
Corp. and Heyden Newport
Chemical.

Amerada Petroleum Corp. —
Memorandum -— Merrill Lynch,
Pierce, Fenner & Smith, Incorpo-
rated, 70 Pine St., New York 5,
N. Y. Also available are memo-
randa on Columbia Broadcasting
System and U. S. Rubber Co.
American & Foreign Power Co.
—Memorandum—Hardy & Co., 30
Broad St., New York 4, N, Y.
American Motors—Report—Har-
ris, Upham & Co., 120 Broadway,
New York 5, N. Y.

Amphenol Borg Electronics —
Bulletin — Carreau & Co., 115
Broadway, New York 6, N. Y.
Benson Manufacturing Co.—Bul-
letin—De Witt Conklin Organiza-
tion, Inc., 120 Broadway, New
York 5, N. Y.

Binks Manufacturing Company —
Analysis—H. M. Byllesby and Co.,
Inc., 135 South La Salle St., Chi-
cago 3, Ill,

California Water & Telephone
Company — Annual report—Cali-
fornia Water & Telephone Com-
pany, 300 Montgomery Street, San
Francisco 4, Calif.

Castle & Cooke Inc.—Analysis—
Newburger, Loeb & Co., 15 Broad
St., New York 5, N. Y.

City of Memphis, Tenn.—Bonds—
Bulletin — The Illinois Company,
Inc, 231 South La Salle Street,
Chicago 4, Il11.

Commonwealth of Puerto Rico—
Report — Government Develop-
ment Bank for Puerto Rico, San
Juan, P. R.

Continental' Banking Company—

Analysis — Hayden, Stone & Co.,"

25 Broad Street, New York 4, N.Y.

Diamond National Corporation—
Review—W. E. Hutton & Co., 14
Wall- Street, New York 5, N. Y.

Diamond National Corporation—
Data — Weingarten & Company,
551 Fifth Ave., New York 17, N. Y.
Also available are data on Union
Tank Car.

Dobbs Houses — Memorandum—
Mitchell Hutchins & Co., 231 So.
La Salle Street, Chicago 4, Ill.

Ekco Products — Memorandum—
Francis I. du Pont & Co.,, 1 Wall
Street, New York 5, N. Y. Also

available is a memorandum on.

Raymond International.

Electro Refractories — Report—
Singer, Bean & Mackie, Inc., 40
iExchange Place, New York 5,
N.Y.

Fischer & Porter—Memorandum
—Coffin & Burr, Incorporated, 60
State Street, Boston 9, Mass.

Frontier Refining Co.—Memoran-
dum—Peters, Writer & Christen-
sen, Inc., 724 17th Street, Den-
ver 2, Colo.

General Electric — Memorandum
—Auchincloss, Parker & Redpath,
2 Broadway, New York 4, N. Y.
Gillette Company — Review —
Fahnestock & Co., 65 Broadway,
New York 6, N. Y Also available
is a review of Kroger Company.

Government Employees Insurance .

Corp.—Analysis—Alfred L. Van-
den Broeck & Co., 55 Liberty
Street, New York 5, N. Y. Also
in the same circular are reviews
of Radiation, Inc., National Starch
& Chemical Corp., and Tuboscope.
Great Western Financial—Review
—~Cooley & Company, 100 Pearl
Street, Hartford 4, Conn. Also in
the same circular is a review of
National Cash Register.

Heyden Newport Chemical Corp.
—Analysis — Schweickart & Co.,
29 Broadway, New York 6, N, Y.
Howard Industries, Inec.—Analy-
sis—Aetna Securities Corporation,
111 Broadway, New York 6, N. Y.
International Nickel Company of
Canada — Review—Carl M. Loeb,
Rhoades & Co., 42 Wall Street,
New York 5, N. Y. Also available
are reviews of Ryder System, and
Philips Lamps.

Iowa Power & Light Company—
Annual report — Iowa Power &
Light company, 823 Walnut Street,
Des Moines 3, Iowa.

Lancer Industries — Bulletin—IL.,
F. Rothschild & Co., 120 Broad-
way, New York 5, N. Y.

Long Mile Rubber Corporation—
Analysis — Dempsey - Tegeler &
Co., 210 West Seventh Street, Los
Angeles 14, Calif.

Specialists in Canadian Securities as Principal for
Brokers, Dealers and Financial Institutions

L ] o 0
Grace Canadian Securities, Inc.
Members: New York Security Dealers Association
25 Broadway, New York 4, N. Y.
TELEX 015-220 * HAnover 2-0433-45 * NY 1-4722

Orders Executed at regular commission rates

through and confirmed by

'ﬂgg%ﬂmyﬁ %WW

Members: Principal Stock Exchanges of Canada
The National Association of Securily Dealers

25 Broadway, New York 4, N. Y.
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Mercantile Stores Company __

Analysis — Auchincloss, Parker &

Redpath, 2 Broadway, New York

4, N. Y. Also available is an ang]-

ysis of G. C. Murphy Company

allind a memorandum on Ampheno]
org.

Merchants Fast Motor Lines Ing,
—Memorandum — Dallas Union
Securities' Co., Inc., Adolphys
Tower, Dallas 2, Tex.

Minerals & Chemicals Corp. of
America — Analysis — Halle &
Stieglitz, 52 Wall St., New York
5, N.' Y. a1 '

Mission Insurance—Memorandumv
—William R. Staats & Co., 640
South Spring St., Los Angeles 14
Calif. ’

Moore Corporation Ltd.—Analysis
-— Osler, Hammond & Nanton,
Ltd., Nanton Building, Winnipeg,
Manitoba, Canada, :

William 8. Moore, Inc.—Analysis
—Fulton, Reid & Co., Inc., Union
Commerce Building, Cleveland 14,
Ohio. Also available is an analysis
of Penton Publishing Co.

Philip Morris, Inc. — Analysis —
Thomson & McKinnon, 2 Broad-
way, New York 4, N. Y,

National Aviation Corporation —
Analysis—Hornblower & Weeks,
40 Wall St.,, New York 5, N, Y.
Also available is an analysis of
U. S. Rubber.

National Cash Register — Review
—Ira Haupt & Co., 111 Broadway,
New York 6, N. Y.

Norris Thermador — Memoran-
dum—Walston & Co., Inc., 74 Wall
St., New York 5, N. Y.

Pan American Sulphur Company
— Analysis — Joseph-Walker &
Sons, 30 Broad St., New York 4,
N. Y. Also available is an analy-
sis of Emery Air Freight Corp.
Ranco Incorporated — Analysis —
Laird, Bissell & Meeds, 120
Broadway, New York 5, N. Y.

Reliance Electric & Engineering
—Review—A. M. Kidder & Co.,
Inc., 1 Wall St., New York 5, N. Y.
In the same bulletin is a review
of William H. Rorer Inc. Also
available are reports on Ameri-
can Broadcasting Paramount
Theatres and Sports Arenas Inc.
Ryan Aeronautical — Analysis —
Woolrych, Currier & Carlsen,
Incorporated, 233 A St., San Diego
1, Calif. Also available is an
analysis of Fed-Mart Corp.
See’s Candy Shops Inc.—Analysis
—Hill Richards & Co., 621 South
Spring St., Los Angeles 14, Calif.
Also available are analyses of
Wyandotte Chemicals Corp. and
American Greetings Corp.

Southwestern Electric Service
Company—Annual and quarterly
reports — Southwestern Electric
Service Company, Mercantile
Bank Building, Dallas, Tex.
Southwestern States Telephone
Company—Annual report—South-
western States Telephone Com-
pany, 300 Montgomery Street, San
Francisco 4, Calif,

Symington Wayne Corporation—
Analysis — Paine,. Webber, . Jack-
son & Curtis, 25 Broad St., New
York 5, N. Y. Also available are
comments on the Steel Industry
and - Continental Can.

Transit Freeze Corp.—Memoran-
dum—Jerome Robbins & Co., 82
Wall St., New York 5, N. Y.
Unilever, N. V.—Analysis—Nor-
man C. Roberts & Co., 625 Broad-
way, San Diego 1, Calif. Also
available is a bulletin on Hunt
Foods & Industries.

Wallson Associates, Inc.—Analysis
—Russell & Saxe, 50 Broad St.
New York 5, N. Y. Also available
is a memorandum on Sagamore
Manufacturing.

Watson Bros. Transportation Co.
Inc.—Analysis—Herzfeld & Stern,
30 Broad St., New York 4, N. Y.
West Coast Telephone Company—
Annual report — 300 Montgomery
Street, San Francisco 4, Calif.
Waurlitzer — Memorandum—L. H.
Rothschild & Co., 52 Wall Street,
New York 5, N. Y. .
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Substituting Iron Ore Stocks
For Some Steel Stocks

By Alan C.Poole,* Stock Market Analyst and Research Consultant .
Hemphill, Noyes & Co., New York City

Wall Street analyst favorably compares the not-as-well-known iron

ore stocks to steel stocks. He finds that carefully sclectad ones

ranging from hlue chips to speculations, some of which he identifies

and comments on, offer a good value and still provide a pariicipation

in the steel industry as wall as a hedge against inflation. Mr.

Poole anticipates a sharp upturn in steel production by late summer-
early fall, and an increasing demand for iron ore.

The subject to be discussed per-
tains to the iron ore industry and
certain selected stocks in this in-
dustry, but it is necessary in
evaluating
these stocks
to make some
forecast of
steel produc-
tion ' for ' the
remainder of
1960. It is my
belief that we
have seen the
lowest steel
production for
this year with
the possible
exception of
the mid-sum-
mer period
when mills
will be closed for vacations.
Within the next four weeks or so
we may see an upturn in produc-
tion and by late summer or early
fall production will turn up rather
sharply under the impact of 1961
passenger car production as well
as an increase in the capital ex-
penditures program. Earlier this
year- I forecast ingot production
at 125-million tons, but I lower
this reluctantly to 120 or possibly
115. It is debatable whether 1960
will be a record steel year or not,
but, in my opinion, there is a
good chance it may prove to be
Lone.

Ap far as market interest in
steel stocks ‘is concerned, I feel
that in the past few days interest
has switched from the glamor
electronics issues into the basic
cyclical stocks and I further feel
that the steels will participate in
a summer rise, although I ques-
tion whether they will be worth
the price they are' zelling at by
Labor Day. Personally I do not
feel that the isteel industry is
stable enough nor is the growth
potential sufficiently great for
steel stocks to command a better
than 12 to 15 times earnings mul-
tiplier, except temporarily.

Alan C, Poole

Prefer Iron Ore Stocks
to Steel Stocks
Now I will turn to the subject
of my discussion, namely, iron

ore stocks. I feel that these stocks
offer a participation in the steel
industry and many of them offer
good values. They have been
somewhat neglected due to lack
of knowledge about them. 'In
many cases they are good infla-
tion hedges and in spite of what
the Federal Reserve says, don’t
be too sure that the inflation cycle
is over. The next President could
very easily change that.

Let me summarize, briefly,
sorie facts about the iron ore in-
dustry. Our main source of supply
of iron ore on this continent is
the Lake Superior area and the
trend of demand for this product
is down as far as direct shipments
and concentrates are concerned.

With regard to low-grade concen- .

trates, or taconite as it is called,
this might be considered a growth
product. Demand for Canadian
ores could increase in the .coming
years, but let me warn that one
must stay fairly close to the estab-
lished companies with iron ore
properties geographically located
where the ore can be shipped
readily. By all means avoid fly-
by-night prom o tions. Another
area with high iron content ores
is South America with Brazil in
particular having ores with a con-
tent as high as 68%. Venezuela
has good grade deposits, but the
political situation has to watched
in this country. Liberia, too, has
good deposits.

Now let us deal with specific
companies.

Suggest Two Blue Chips

The blue chip stock in this field
is M. A. Hanna selling around
110. Not only does this company
have good properties in the
Mesabi Range, but it has done a
reriarkable job of developing an
inexpensive’ method of washing
and concentrating low-grade ore.
A few years ago when I was in
the Mesabi Range I was surprised
to note that so-called waste ore
never used in 1937 but previously
stockpiled at the insistence of the
fee owners, was being carted to
Hanna’s wash plants for concen-
tration and mixed with regular
ore for shipment. M. A. Hanna

also manages iron ore mines, ships
ore and buys and sells it, It also
has interests in other fields in-
cluding anthracite coal and nickel.
It conducts extensive exploration
programs covering most of the
Western Hemisphere with in-
terests in Iron Ore Co. of Canada
and -an interest in the St. John
d’el Rey property in Brazil. The
company has a well diversified
portfolio of high-grade common
stocks including approximately
two million shares of National

Steel and 278,000 shares of
Algoma Steel.
Of the domestic = companies,

Cleveland Cliffs is my second
choice. This company. owns good
ore properties and also has large
holdings of Republic Steel, Inland
Steel, Youngstown Sheet & Tube,
Jones & Laughlin and Wheeling
Steel., Approximately 4,000 acres
of timberland in Michigan are
owned by Cleveland Cliffs and
the company owns and operates
six hydroelectric plants there. In
view of the fact that this stock
sells at less than 10 times poten-
tial 1960 earnings, I feel it is
rather attractive at these levels.
M. A. Hanna, incidentally, is sell-
ing around 20 times potential
earnings, but one must remember
their stake overseas is one which
is not enjoyed by Cleveland
Cliffs.

Mesabi Iron, a much-maligned
stock for many years, has finally
worked out an agreement with
the Reserve Mining Co. Mesabi
Iron owns and controls virtually
all the best magnetic taconite de-
posits in the Mesabi Range and
Mesabi’s operations are expected
to expand shortly. I feel this
stock still has a great deal of at-
traction. .The company is in a
position where it will be able to

pay out a large portion of earn-
ings in dividends and could ulti-
mately earn somewhere in the
area.of $6 to $8 per share, if Re-
serve Mining Co. doubles its plant
capacity as it very possibly might
within the next five years. If the
inflation cycle continues, the price
of ore is likely to rise and over
the long term Mesabi Iron appears
to be a cheap stock at $71 per
share.

Turning now to a speculation,
Great Northern Iron Ore selling
at 20 is worth looking at. At the
end of each year a liberal divi-
dend ‘payout is made but this
can be regarded as a return on
capital as well as a dividend. Last
year 25% of its $1.50 dividend or
36 cents was considered non-
taxable. The company might pay
out $2 this year of which approxi-
mately one-quarter will be non-
taxable. The future of this com-
pany. depends primarily on- the
success of a process being devel-
oped that will use its large non-
magnetic taconite ore reserves.

There are some interesting
situations in Canada with Hol-
linger Consolidated probably one
of the best. This company has
substantial interests in iron ore
properties in Quebec and Labra-
dor. It is still a leading Canadian
gold producer and if the price of
gold were to be raised in this
country, as some people feel
might eventually happen, this
stock could be extremely profit-
able. Even without a rise in the
price of gold, this stock presents
a good value with its iron ore
interests.

Algoma Steel has some poten-
tially valuable iron ore properties
well located geographically near
Sault Ste Marie which if de-
veloped could very well prove out

i

interesting deposits.
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This com-
pany is also-an excellent Cana-
dian steel company,

Steel Rock at $9 per share might
be considered a good speculation.

A more radical speculation with
elements of shooting for the moon
is St. John d’el Rey Mining selling
around 17. If M. A. Hanna pro-
ceeds to develop this property on
a full-scale basis, this stock could
appreciate substantially. How-
ever, there are two risks involved:
first, the political uncertainties
always existing in South Ameri-
can governments and, secondly,
the tremendous amount of capital
needed to develop the properties.

Sees Iron Ore Increasing
in U. S, A.

As a concluding point I would
like to point out that the demand
for iron ore in the United States
is increasing, The estimated use
for 1960 is around 130-million

tons and by 1980 over 180-million
tons should be used. Investors
might do well to use some of
their money which might be ear-
marked for steel stocks to buy a
few of the iron ore stocks
recommended.

*An address by Mr. Poole before the
Association of Customers’ Brokers at the
2t:el Forum, June 6, 1960, New York

ity. )

Granbery, Marache
To Admit Partner

Granbery, Marache & Co., 67 Wall
St., New York City, members of
the New York Stock Exchange,
on July 1 will admit William M.
Lendman to partnership.

This announcement is

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

$50,000,000

Consolidated Edison Company
| | of New York, Inc.

First and Refunding Mortgage Bonds, 4%4% Series R,

due June 1, 1990

Dated June 1, 1960

: I Price 100.799% a}za’ a‘ccfuea’ z'ntere;t

i lenining

~ GULF STATES UTILITIES COMPANY .

Notice of Invitation for Bids for the
Purchase of First Mortgage Bonds

s et

The Prospectus may be obtained in any State in which this announcement is circulated from only such b &

f of the undersigned and other dealers as may lawfully offer these securities in such State, : M
NOTICE 1S HEREBY GIVEN of the Public Invitation for Bids for the Purchase of ) i
$17,000,000 principal amount of First ‘Mortgage Bonds, % Series due
1990, of Gulf States Utilities Company. Bids: for the purchase of all of such
Bonds will be received by the Company up to 12:00 Noon, New York Time,
on Monday, June 27, 1960, ot fhe office of “The Hanover Bank, Room A,
70 Broadway, New York 15, N. Y. Copies of the Public Invitation for Bids, which
sels forth the terms and conditions relating to such bids, the Registration State-
ment and the relajed Prospectus, and other related documents, are available and
may be examined at the office of Messrs. Mudge, Stern, Baldwin & Todd, 20 Broad
Street, New York 5, N. Y., counsel for the prospective purchasers of such Bonds.
Bids will be considered only from persons who ‘shall have received copies of
such Prospectus and only if made in accordance with and subject to the terms

HALSEY, STUART & CO. Inc.
AMERICAN SECURITIES CORPORATION BEAR, STEARNS & CO.
DICK & MERLE-SMITH EQUITABLE SECURITIES CORPORATION
LADENBURG, THALMANN & CO. L.F. ROTHSCHILD & CO. WERTHEIM & CO.

3
S EEC S R

and conditions stated: in the Public Invitation for Bids. BACHE & CO. SHEARSON, HAMMILL & CO. BAXTER & COMPANY :
f the C Y | and independent public for the o :
o i monmet 158 The eeéapacive gursbsictns 5 ths Beads il by ovail R.S.DICKSON & COMPANY ~ GREGORY & SONS  E.F.HUTTON & COMPANY F

. able at the office of The Hanover Bank, Room A, 70 Broadway, New York, N. Y.,
on June 23, 1960 at 11:00 A. M., New York Time, to meet with prospective
bidders for the purpose of reviewing the information with respect to the Com-
pany contained in the Registration Statement and Prospectus and for the purpose

NEW YORK HANSEATIC CORPORATION
BURNHAM AND.COMPANY

J. C. BRADFORD & CO.
.JOHNSTON, LEMON & CO.

s ol e o b - e o WM. E. POLLOCK & CO., INC.  SCHWABACHER & CO.  COOLEY & COMPANY !
GULF STATES UTILITIES COMPANY SHELBY CULLOM DAVIS & CO. . VAN ALSTYNE, NOEL & CO. k
gro?n:a:l E;s'hooNl'ocrdland President.. June 15, 1960. - E 2
Doted: June 14, 1960. = B
Di itzed for FRASER ° : v X ) : |

aser.stlQUISIed.Org/ . .« sowmren 5.
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Creating Greater Interest
In Electric Utility Bonds

By George T. Conklin, Jr.,* Senior Vice-President, The Guardian
Life Insurance Co. of America, New York City

Mr. Conklin warns that the largast buyers of electric company bonds,
the pension funds, may follow the life insurance industry in shying
away from such issues unless (a) interest rate becomes competitive

to other investment opportunities; and (h) more adequate call pro-
tection is provided. So long as the terms and rates hecome competi-

tively adjusted, there is no question in Mr. Conklin’s mind that the
utility industry wil! be able to finance its needs and remain the high-~
est quality investment medium in the sixties as it has been in the fifties.

The financing job for the electric
utility industry becomes all the‘
more important when it is realized
that unlike more manufacturing
industries, '

which often
finance the
largest part of
their expan-
sion program
through inter-
nal means,
this industry
must largely
rely on the fi-
nancial mar-
kets for its
necessary ex- -
pansion capi-
tal. The finan-
cial market
for its debt .
capital consists of 'the large pri-
vate financial intermediaries. The
corporate bond market has been
for some time and is today almost
entirely an. institutional market.
Moreover, unless individual tax
rates are materially lowered, or
the tax-exemption privilege re-
moved from municipal bonds, this
is certain to be the case over the
decade of the sixties. The most
important institutional investors
in the bond market are the life in~
surance companies, the corporate
pension funds and the state: and
local funds. The life insurance
companies are by far the largest
investors in the corporate bond
market and, what should be of
very great significance to you
gentlemen, is the_ fact that they
are not purchasing electric utility
bonds in any significant amount.
The questions naturally arise (1)

why don’t life insurance compa-

‘G. T. Conklin

nies buy electric utility bonds?
(2) who does buy them? and why?
Let us take a brief look at these
questions.

Life Insurance Industry’s
Lack of Interest

Life insurance investors are in
all probability the broadest
gauged investors of any institu-
tional group. They invest in every
medium of which you can think,
from mortgages, corporate bonds,
tax-exempts, to real estate and
other forms of equity. I know of
no general field of investment in
which life insurance companies do
not.invest. I think that most ob-
jective people would term the life
insurance investors as a group of
sophisticated and seasoned inves-
tors. If one field of investment
becomes unattractive relative  to
another, as it often does, then life
insurance “funds leave one field
and flow into the other. This is a
necessary process in. a’ properly

functioning- capital market. The =

relative demands of the various
sectors of our economy for capital
are constantly changing and so is
the relative attractiveness of these
fields to investors. At one time life
insurance companies invested very
heavily in public utility debt se-
curities — indeed they were the
most important investors in that
industry. (From 1937 to 1950 pub-
lic utility bonds comprised the
largest bond holdings of insurance
companies.) Then the scene
changed radically to the present

where we have very little in--

terest in utility debt securities.
The reasons are several:

(1) Throush hitter experience
in 1953-54, life insurance investors
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had forcefully brought home to
them the importance of adequate
protection against call for refund-
ing purposes. After having suf-
fered through two decades of low
interest rates, investors finally, in
1953, were able to put money out
at levels appreciably higher than
in the previous two decades, only
to have many of those investments
taken away in 1954 when interest

- rates temporarily sharply de-.

clined.  One issue was refunded
even before final delivery: was

- = taken by the investors. Gradually,
+ therefore, the industry became. in~

sistent upon adequate call protec-
tion and directed their investment
to areas where . they could obtain
it, and away  from areas (i.e)
where it was largely unobtainable,
A survey of 57 life insurance com-~
panies conducted in 1958 by the
Life Insurance Association of
America revealed that, in the case
of 54 of the 57 companies, protec-
tion against early redemption at a
lower rate of interest was a factor
of major importance in invest-
ment policy. i

(2) .Secondly, as the economy
came into the tremendous Ppost-
war expansion with its heavy de-
mands for capital from all private
sectors, the range of -investment
opportunities and interest . rates
available -to the broad gauged in-
vestor widened greatly. Conse-
quently, - life - insurance funds
flowed heavily into mortgages and
industrial bond direct placements
where heavier demands relative to
the supply of funds available pro-
duced more attractive yields and
better protection against refund-
ing.

Finds, Pension Funds
Bailing Out  Utilities

As to the second broad question
raised -above — if life insurance
companies are not very interested

in electric utility bonds with pres- -

ent call features and interest rates,
who is purchasing these issues and
why?—it is clear who the pur-
chasers are; they are dominantly
the state and local pension funds,
supplemented to a lesser and
lesser extent by .corporate pen-
sion funds. The electric utility
industry has been most fortunate
in -that - these pension funds in
recent years have enjoyed ex-
ceptional growth — their annual
increase in assets stepped up
from 2.5 billion in 1952 to an
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estimated 6.1 billion for this year.
Why. these funds are purchasing
electric utility bonds is not clear
‘at first glance. Surely it is not
because of seasoned investment
judgment, for it is difficult to un-
derstand how a “heads you win,
tails I lose” bargain can, at any
time, be a sound one if you have
any alternatives, and the markets
today offer many such alterna-
tives, 'in municipals, in direct
placements, in commercial mort-
gages, . in U. S. Governments,.m
Canadian .Governments and in-
vestments of all types, in World
Bank bonds, in natural gas pipe
lines, in purchase lease-backs, in
equities, ete.

No, the reason is primarily be-
cause the state and local pension
funds are so hedged in by legal
restrictions that they have little
or no option to enter the alterna-
‘tive fields available to other in-
vestors. Only recently have some
of these funds been able to invest
in anything -except U. S. Govern-
ments, and then they have been
limited most frequently to Aa and
Aaa corporate bonds. They are
thus relative newcomers to in-
vestment in the private sectors of
our;economy and, without reflect-
ing upon -them, it is only natural
to suppose that they would not be
as sophisticated investors as other
more seasoned investors.

" In other words, the uiility in-
dustry ‘has been blessed by the
fortuitous circumstance that as the
life insurance company interest in
your industry’s -bond obligations
dwindled, there appeared upon the

scene another rapidly growing in- °

stitution which largely, by legal
restriction, had very little option
to invest in anything but electric
utility bonds, or governments. You
have been enjoying the fruits of a
“trapped” and ‘“unsophisticated”
market. :

* The question is—how long will
you be able to enjoy these fruits?
I would not count on them lasting
too long, for they are contrary.to
reasoned judgment which, in the
long run, usually wins out. In-
vestors are becoming more and
more aware of the importance of
call - protection. Such awareness
first came. to the -life insurance
industry; at that time the corpo-
rate pension funds were paying
little or no attention -to call fea-
tures—; then as the pension funds
experienced the calling of some of
their better. yielding investments

.as  your ! requirements

and became more seasoned inveg.
tors, they broadened the scope of
their operations and placed great-
er emphasis on the value of pro.-
tection against refunding at lowep
interest rates; they became Jegg
interested in electric utility bondg
although some are still substantja]
purchasers, and became more ip-
terested in direct placements ang
equities where, if you make a
good investment, it cannot im.
mediately be taken from you, It
would be most unusual if,. oyer
time, the . process of. seasoning
of government pension fung in.
vestors does not have similar re-
sults. One more wave of refunding
which would deprive investors of
the higher yields of recent years
would season many investors
overnight,

While the life insurance com-
panies have shied away from elec-
tric utility bonds, they have been
becoming more interested in pub-
lic utility preferred stocks as a
result of the passage of the new
life insurance tax law. Under this
law, the 85% intercorporate divi-
dend tax credit makes the after-
tax yield on preferred stocks more
attractive. A striking example of
this increased interest in pre-
ferreds was the recent $60,000,000-
preferred stock financing of Con-
solidated Edison of which the life
insurance companies took $46;-
500,000. It -is- interesting to note
that this issue has notably better
protection against refunding than
the average electric issue.

Warns on Better Terms and Rates

Despite the admitted magnitude
of financing facing the utility in-
dustry in the sixties, and despite
the keen competition which this
financing will meet from other
demanders of capital funds, there
is one thing that can be stated
with assurance and that is—the
industry will be able to finance
its needs in the period ahead, and
without excessive  difficulty, for
undoubtedly it will remain the
highest quality investment me-
dium in the sixties as it has been
in the fifties. The only question
will be on what terms and at what
rates. In'an environment of eco-

‘nomic growth and prosperity such

as your figures for capital de-
mands imply, it is my feeling that
become
greater, and as the “trapped” and
“unsophisticated” market which
your industry now enjoys for your
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bonds becomes less “trapped” and
more seasonied, the interest rates
on,electric utility bonds relative
to other fields of investment will
rise, and more protection against
refunding will be accorded in-
vestors-in electric utility bonds.
These developments will make the
electric utility - bond- market a
more- integral part of the entire
bond market, rather than a rather
isolated compartment in that mar-

ket; and this will bring back the .
interest of other 'investors who '

now find greener fields elsewhere.

*From a talk by Mr. Conklin before the
28th Annual Convention of the Edison
Electric lnshtute, Atlantic City, N. J,,
June 8, 1960

Fassel Dir. of
Fusz-Schmelzle

ST. LOUIS, Mo.—Walter M. Fas-
sel has been elected to the Board
of Directors of Fusz-Schmelzle &
Co., Inc., 522 Olive Street, mem-
bers of the New York and Mid-
west Stock Exchanges, to fill the

i vacancy caused by  the recent

death of Firmin D. Fusz, Jr., ac-
cording to an announcement by
Albert M. Schmelzle, president.

Mr. Fassel has been a vice-
president and one of the.princi-
pals of  Fusz-Schmelzle & -Co.
which he joined in 1953. :

Wm. St. Sales
Names Farrington

Richard K. Farrington has been
appointed Director of Pension and
Profit Sharing Services for Wil-
liam Street Sales, Inc., 1 William
Street, New
York Clty na-
tional sales
distributor for
The One Wil

liam Street
Fund, Inc. and
Scudder Fund
of Canada
Ltd., Edward

ident, an-
nounced. Mr.
Farrington
will develop
and supervise
the company’s
expan ding.
services to members of its selhng
group ' with particular emphasis
upon pension .and profit sharing
plans and estate planning.

Mr.. Farrington was previously

R. K. Farrington

‘employed for 13. years by The

Prudential Insurance Company of
America, most -recently as New
York area sales manager—group
pensions.

Dickson Instals
New Wire System

R. S. Dickson and Co., Inc., under-
writers, distributors and dealers

in investment securities, has-

placed in service a new 2,000 mile

teletype - system which puts’ its’

New York City office in immedi-
ate touch with the firm’s head-
quarters in Charlotte, N. C., and
all of its branch offices.

The system provides automatic
transmission of buy and sell or-
ders and other financial informa-
tion and is a conversion from the
normal open-end wire and is de-
signed to pick up and automati-
cally transmit via a unique
electronic scanning device, which
routes messages to all branches in
the network.

R. S. Dickson and Co., Inc., with
its headquarters in Charlotte,
N: C, maintains offices in New
York; Atlanta, Ga.; Chicago;
Columbla S5.C Greenvﬂle S. C;;
Fla.;

Now Sole Proprietor

Sylvia J. Hollander is now sole
proprietor of Adrian H. Muller &
Son, 103 Park Avenue, New York

) Cxty
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Why Electronics Is World’s
Fastest Growing Industry

By Donald C. Power,"‘ Chairman . and Chlef Executive Officer,
General Telephone & Electronics Corp. !

. All four‘phéses of electronids-—-deiense, entertainment, commercial . °
and industrial, and broadcasting—add up in Mr, Powar’s estimation
to $15 billion this year, or a startling threefold increase since 1950.

The total projected -for '1965 ‘is $21.5 billion, and $211/; billion  for iy

1970. In the 1960-1970 period, commercial and industrial electronic

usage is expected to ‘display the

fastest rate of increase but the. .

anticipated doubling of defense - electronics. would still  keep. this
phase of the industry ahsolutely far ahove the others.

The electromcs 1ndustry is the
fastest growing major industry in
the country today — if not the
world—and the potentlal for con-
tinued - future
growth is sub-~
stantially be-
yond mo st
other large in-
dustries. Aside
from thequan-
titativeaspects
of the indus-.
try’s past de-
velopment and
its . potential, .
electronics
represents one
of the most
far - reaching
technological
developments
of the past 25 years Four or five
years ago, someone described elec-
tronics as “the world’s most prom-
ising =~ technological revolution,”
And I would guess that. anyone
who wasn’t convinced back then,

Donald C. Power

certainly ‘i§'by now. It ’he&isn’t; he

simply hasn’t been’ watching,
So that you can better evaluate
some of the growth projections.I
will give you here now, let me
go back very briefly in history
and see where the electronics in-.
dustry came from. As recently as
the 1930’s and the years immedi-

. ately before the war, there wasn’t
/. any. electronics  industry, as -we
¢ use that term today. There was the

radio manufacturing and broad-

casting vindustry, “but the word -

“electronics” hadn’t .even . entered
the vocabulary. This.business rep-

resented sales of some $500 mil-

lion with employment of around
70,000 back in 1940.

Then during - the early years

.of  the war, before America.was

drawn dlrectly into it, the scien-
tists and engineers here in this
country and in Europe began to

‘find entirely new and broader ap-
plications for the wvacuum tube .

and. other types -of tubes whose
function .is based upon. the gen-

eration of electrons in a vacuum-

tube.- The new applications of this
principle became so numerous that
in the early 1940’s we began to

hear the new word ‘“electronics.”’

Reviews Growth

Out of the war effort came so
many technical advances and  so:

much new know-how that the ‘end:

of the war found us with a new
major - industry that very few
people had heard much about. But

$4.8 bllhon—because of such de-
velopmeénts as. high-speed, highly
reliable .communications systems,

electronic navigation, - electronic
countermeasures , and counter-
countermeasures ~(which . really

mean the jamming of radar and
the jamming of the other fellow’s
jamming) _missile guidance - sys-
tems, early warning systems, and
the many other developments. Be-
cause national defense is becom-
ing so. increasingly  electronified,
and because of the enormous ef-

. fort ‘being directed toward satel-

lites ‘and space travel, total ex-
penditures for defense electronies
this  year. should be. up -around
$5.2 billion, around $7.8 billion by
1965, and $10% billion by 1970. In
my estimation those. figures are
the best projection we can make

today, but I wouldn’t be surprised -

to find them revised steadily up-
ward as.we move into the 1960’s,

.and closer and closer to the moon.

Turning . now to entertainment
electronics — which includes, of
course, television, radio, and hi-fi
— thls segment: of the industry
reached an-annual volume of more
than $3.1 billion in 1950 (includ-
ing the service and distribution
businesses). The total passed- $5
billi=n last year which represented
an increase of nearly 70%.- It
should climb another $350 million
this year, reach- $6.7 billion by
1965, and $7.5 billion by 1970. This
growth will come from new con-

cepts in television set design, more

second-set ‘homes, and continued
increases in hi-fi and radio, Three
or four years ago, some people
thought . that entertainment elec~
tronics might be leveling off, but
once again the industry has con-
founded the conservative thinkers,

The third largest segment of the
industry is ' commercial and in-
dustrial electronics. Here is a field
that was virtually nonexistent 15
years ago, and totaled only some
$680 million in 1950. Last year it

reached $2% billion, and the total
 this year ' should be about $2.8

billion, Because of the broader use
of . electromc devices and equip-
ment in commercial communica-
tions (especlally electronic data
processing and telephony) as well
as in manufacturing processes, an-
nual sales should climb to $4.6
bslhon by 1965 and $6.3 billion by
1970

As in the case of defense elec-
tronics; ‘these projections  will
probably be revised upward as the
many opportunities -unfold, ‘espe-
cially in data processing, which of
course is built around the com-

puter and all of its associated . .

equipment. I would be greatly re-
miss if .I were not.to point out
that a field with an’ especially in-
teresting potential is the telephone
business, because of the develop-
ment of many new types of de-
vices and so—called “interconnect-
ed  services” which use many
different types of electronic com-
ponents, and which also are
making more and more use of
microwave radio. systems.

Turning now to the'broadcasting

.business, revenues rose 300% from

about $550 million in 1950 to $1.6
billion last year. This year will
increase the: total by about $100
million, and by 1965 the annual
figure is projected at nearly $2.4
billion. By 1970, the projection is
$3 billion,

Adds Up Projections Made
Now 1let's add up the various
totals and see where the elec-

tronics: industry as~a whole is "

going. From sales and revenues of

(25b83) : 11

about $5 billion in 1950, the total
rose fo $14 billion -last year—an
increase of 180%- As many of you
know, a doubling of volume in 10
years is: considered pretty phe-
nomenal in any industry, but this
year, sales and revenues, accord-
ing to present mdlcatxons, should
exceed $15 billion — which would
be a threefold increase in 11 years,
By 1965, the industry will have
attained $21% billion annually,
?gélo more than $27% billion by

These figures I have been giving
you are based on a realistic pro-
jection of past trends, and on the
application ‘of logie to known his~
torical and current facts. We don’t
pretend to have a crystal ball, but
we can draw certain conclusxonq
from available information — and
that is what I have attempted. It
goes without saying that the over-
all General Telephone & Electron-
ics organization is basing. its fu=
ture planning as far as electronics
is concerned on these projections.

Summarizes Bases for Predicted
Growth

In summary, let me say that the
potential for:growth in electron-

ics appears to be unprecedented

from the standpoint of:

(1) The introduction of new
products and services,

(2) The growth potentlals in
sales and revenues,

(3) The expansion of companies
already in the industry and the
entrance of new companies,

(4) The vast number of new ap-
plications in commerce, industry,
and the hpme that will be found
for electronic: equlpment and de-
vices. ¢

(5).The increased strength elec=
tronics will bring to National De-
fense.

(6) The increased opportunities
for employment and investment.

*A- talk. by Mr.

National = Industrial
New York City.

Power” before the
Conference Board,

- New Issue

then television was taken down-

off the shelf, and electronics took
off in high gear. The entire in-
dustry gained momentum in all its
major fields, which include de-
fense electronics, entertainment
electronics,  ‘industrial and com-
mercial electronics, broadcasting,
and distribution and service.

By 1950 sales and revenues had
increased tenfold to-a- total .of
nearly $5 billion against, as you
will recall, $500 million in 1939
and - 1940. More . than 60% ‘of the
total in 1950 represented TV and

radio sets, service and  distribu=

tion. Defense electronics was only
about $560 million, and was just
beginning  to move into the en-
tirely new era of supersonic air-
craft, guided missiles, and space
technology

In -the 10 years between 1950
and 1959, defense electronics
moved ‘up to a total of nearly
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Does Bank Money Cost Less
Than Long-Term Financing?

By Gerard M. Ives,* Vice-President, Morgan Guaranty Trust Co.
of New York, New York City

Banker dashes cold water on the helief that there is a justifiable
savings in paying a bank prime rate as compared to a hond rate
for long-term financing. In making clear what a commercial hank can
and cannot do, by way .of lending, Mr. Ives-says a firm's credit im-,
proves when it issues first mortgages against hondable additions,
and the opposite occurs when additions are inadzquate and bank
loans are retired by equity sales. He advises using bank financing
to provide plenty of elbow room in the timing of a financing and not
. as a_ substitute for unfunded addifions.

The utility industry’s high rate
of growth and formidable ratio of
plant account to- gross revenues
keeps the industry in the embar-
rassing position where its current
assets and current liabilities are
about equal:and net working cap-
ital, therefore, zero. Manufactur-
ing companies by contrast have a
net working capital averaging
41% of their capitalization, a
handsome reserve for current fi-
nancial problems.

Current ‘reserve, however, is
more than meets the eye at first
glance. It lies in the ability to sell
securities that are most acceptable
to the investor, and it is against
this ability that the commercial
banker is happy to lend tempo-
rary funds.

The size and degree of this re-
serve borrowing power depend, of
course, on the quantity and qual-
ity of the securities the company
will be in a position to sell. If a
company has sufficient bondable
additions so that it can'completely
retire its bank loans from sales of

first mortgages, it should consider
that any commercial bank would
regard this as a good credit. To
the extent that additions are in-
adequate and a company has to
retire loans by sales of equity, to
that extent the proverbial eye-
brow commences to rise.

With the present healthy eco-
nomic situation of the utility in-
dustry, mortgages should be sal-
able at some price. under any
likely foreseeable conditions. So,
to the extent that there are re-
serves of these additions, and
therefore mortgages that could be
sold against them (even though
one may not actually plan to do
s0), to that extent a company can
consider itself well buttressed
with reserves, the quality of
which is not too far from cash.

So, we can provide cash to pay
bills until such times as the com-
pany chooses to go to the market
with its long-term securities. We
can give, thus, a flexibility in the
timing of these sales; we-can tide
a firm over rough market situa-
tions; we can stand by against the
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hazards of delayed regulatory ap-
proval or prolonged rate cases
clouding the earnings picture; and
any similar factors that.financial
officers must weigh before com-
ing to market.

There are things we cannot do,
however, We cannot supply you
with the type of money you must
eventually raise, and we cannot
save you (and conversely we can-
not cost you) any  appreciable
amount because of the difference
between the cost of our money
and the cost of long-term money.

As this sometimes is not well
understood, I thought I might be
able to contribute something by
discussing it further.

Doubts There Is a Claimed
Savings

In 1948 we were still coming out
of the cheap money era of the war
and pre-war periods. But since
1951 there has not been much dif-
ference in rates between the cost
of long-term money and the cost
of commercial bank money. The
accord between the Federal Re-
serve and the Treasury, it might
be recalled, was announced on
March 4, 1951. There was a one-
point difference in rates in 1948
and, for a very brief period, you
can squeeze out a point differ-
ence in 1957, but for the rest of
the time the differences are minor.

But let us take this maximum
one-point saving in the prime rate
compared to the bond rate and see
if it is sufficient to justify a
change in the timing of a forth-
coming financing. Let us assume
a company borrows its full re-
quirement for a year from banks
at 1% less than the current cost
of long-term money. The apparent
saving of 1% must be measured
against the higher cost of long-
term money that will be encoun-
tered if bond interest rates have
increased by the end of the year,
when financing is done.

How much of an increase in
long-term rates will wipe out the

one year’s saving? Let us assume

that a company could sell its bonds
at a 5% cost. How much would
the market have to move against
the company before this 1% sav-
ing is wiped out? The answer in
this case is 7% basis points. Now
in substance this 1% saving is the
present value discounted at 6% of
30 years of 7Y basis points of in-
terest payments. But forget the
mathematics for a moment and
just observe that a 1% difference
in interest rate between bank and
bond money for a one-year period
can be offset by 7% basis points
in the cost of long-term money.
5.075% money instead of 5% and
any savings are gone.

Considers Cost of Idle Money
Invested

Conversely, how about the cost
of idle money should a firm fi-

nance ahead of time and invest
the proceeds in short-term gov-
ernments until needed?

The greatest cost of idle money
during the last 12-year period
would have occurred during 1958,
when government bill rates got as
low as 1%. A nimble trader might
have been able to hold cost to a
couple of points difference be-
tween money cost and the yields
from these bills which would have
been the equivalent of about 15
basis points on:long-term’ money:

We have assumed in these cases
that a company would borrow a
given amount for a year and in-
vest a given amount for a year,
but as a practical fact, a company
would be borrowing gradually as
it needs the money during the

year and likewise selling bills .

gradually as it needs the money,
so that if this is done equally
month by month during the year,
the firm's requirements or invest-
ments will be cut in half and the
cost, therefore, but 3% and 7%
basis points. How small this is in
the light of swings in the long-
term rate. And these swings are
large, and sometimes very abrupt.

Florida Power & Light, for ex-
ample, brought out a $20 million
issue on March 24, 1958, at a yield
to the public of 4.05%, and 19
months later repeated an identical
amount of the identical bond at
5.15%, an increase of 110 basis
points,

Even more violent have been
the moves on the down side. Pa-
cific Gas & Electric, for example,
sold on July 23, 1957, a $60 million
issue at 4.95% to the public and
six months later another issue of
identical bonds at 3.65%, a differ-
ence 0f.130 basis. points. Or take
two comparable issues and we
have the 130-basis-point change
in-only three months’ time,
namely, from the $60 million issue
of Con Edison on Oct, 22, 1957, at
4.95% to the $75 million issue of
Pacific Gas & Electric at 3.65%
just one day short of three months
later.

Against potential fluctuations
like these in long-term rates, costs
or savings of three to seven basis
points look pretty small. In fact,
the prime rate has been at its
highest just before a decline in
bond rates, so it can be said that
bank loans have been cheapest
when they cost the most.

So, if I may summarize — un-
funded additions are in the nature
of a cash reserve and credit is as
high as the quantity and quality
of the securities can be sold to
liquidate bank loans. We commer-
cial banks cannot help sell these
securities but we can be of great

help in giving plenty of elbow
room in the timing of a financing.

*From a talk by Mr. Ives before the
28th Annual Convention of the Edison
Electric Institute, Atlantic City, N. J
June 8, 1960.
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Walker, Austin |
Mun. Bond Dept.

DALLAS Texas—Walker, Austin
& Waggener, Republic National
Bank Building, have announced
the formation of a municipal bond
department
under the
management
of M. A. Hag-
berg. J, D.
Buchanan, Jr,
and Merrill C,
Morong are
associateq
with the new
department ag
representa-
tives.

Mr. Hag-
berg, former-
ly President
of the M., A
Hagberg &

Manley A. Hagberg

Co. has been in the Texas munici-~
pal field for over 20 years. Mr,

Buchanan has  been associated
with him for ‘many years. = Mr,
Morong in the past conducted his
own investment business in Kan-
sas City, has recently been active
in the Texas field.

Darius Inc. in
New Location

Darius Incorporated announce the
removal of their office from 90
Broad St., New York City, to new
and enlarged offices at 80 Pine
St.,, New York City. The . firm’s
new telephone number will be
Digby 4-7890,

Form Bailey, Schnebelen

‘Bailey, Schnebelen ‘& Co. has been

formed with offices at 79 Wall St.,
New York City, to engage in a
securities business. Partners are
Norman A, Bailey and Pierre
Schnebelen. Mr. Bailey was for-
merly with Walston & Co., Inc.

Branum Inv. Co. Opens

NASHVILLE, Tenn.—Branum In-
vestment Co., Inc. has been formed
with offices in the Life & Casualty
Building to engage in a securities
business. Officers are William S.
Branum, President; H. P, Branum,
Secretary and Treasurer.

Now Corporation

PALO ALTO, Calif. — La Mon-
tagne, Pierce & Co., Ine¢., a cor-
poration has been formed to con-
tinue the investment business of
La Montagne, Pierce & Co., 422
Waverly Street. Officers are Ed-
ward C. La Montagne, President
and Treasurer, and Catherine D.
Pierce, Vice-President and Sec-
retary. Both were partners in the
predecessor firm.
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Timely Advice on Financing

Electric Companies’ Needs

By Harold H. Young,* Limited Partner, Lastman Dillon, Union
Securities & Co. and National Chairman, Public Utility Securities
Committee of the Investment Bankers Association of America

With no wasted words, investment banker utility specialist offers

electric companies’

manent financing of their capital needs.

heads some thoughtful advice on arranging per-

Some of the topics discussed

include: overcoming the problems of a saturated market and intense
competition for fundsj importance of flexibility in meeting big buyer's
needs; keeping proper common stock equity ratios and earnings and

dividends on an upward trend;

and reservations about stock divi-

dends and the elimination of subscription rights. Mr. Young surmises
a reasonably adequate demand for ufility stocks exists at present.

My views are those of an invest-
ment banker, the middleman, as
to the outlook for permanent fi-
nancing of the electric utility in-
dustry’s large
capital needs
inthenext
decade. I wish
I.could say- it
promises to
be routine
and auto-
matic. Unfor-
tunately. I
think it may
require appli-
cation to the
task at hand,
ingenuity and
statesmanship.
We sometimes
get the im-
pression that utility executives
feel that good operating records,
sound financial ratios and favor-
able reputations among investors
will unlock the doors to the cash
vaults. This is not necessarily so.

I see two primary problems,
neither of which is insurmount-
able. One is that many electric
companies have already done so
much financing that some buyers
have as much of their paper as
they really want. This difficulty
is particularly acute as to the big
companies, some of which are al-
ready paying more for their cap-
ital than their credit warrants
because buyers will take addi-
- tional offerings only at price con-
cessions. One suggestion to the
larger companies is that they
might consider coming to the
market more often for smaller
bites.

A second problem is the in-
tense competition for funds from
real estate mortgages, securities
of other types of corporations and

H. H. Young

the rate paid for money. Unregu-

lated enterprises can afford to

pay liberally for accommodations,

Some are even offering induce-
ments such as stock options —

. something the average utility is

not in a position to consider but
this gives an idea of the competi-
tion. In all of this, the urge for
diversification, a cardinal. princi-
ple of good investing, favors en-
terprises and agencies whose se-
curities do not already have a
saturated market.

Tailoring Securities to Meet
Buyers’ Needs

Speaking in detail of bonds, we
find the big buyers of electric
company bonds at the moment are
pension funds, both state and pri-
vate corporation. The phenomenal
growth of the latter is one of the
most interesting developments in
the institutional market in recent
years. It is a break for the utility
companies that these funds have
come into the market in a big
way as some, traditional,buyers
have become much less avid. Life
insurance companies have been
putting: large sums .in real estate
mertgages and bonds of industries

;other than the utility business.
" Private placements have had big

appeal. Savings banks have had
ample outlets for their money in
mortgages at good rates.

With pension funds the big buy-
ers now, it behooves the com-
paqies to tailor-make their secu-
rities to meet their wishes. If at
some later date other groups are
the principal buyers, study their
likes and dislikes and act accord-
ingly. Be flexible. Just because
they have always offered bonds
with certain provisions, it doesn’t
mean that they cannot deviate
from the established pattern.

Opportunities for Preferreds
and Convertibles

. Passing to preferred stocks, we
note a constructive development
last year in the passage of new
Federal tax legislation which, in
its application, gives life insur-
ance companies an inducement to
buy preferred stocks. Provisions
of the law are complicated and
not all companies are affected the
same. The net result, however,
has been renewed interest in pre-
ferred stocks. Some have been
sold at less than the traditional
spread in yield as‘against the
bonds of the same companies. This
is a good time to give thought to
sale of this type of security which
has not been in vogue in recent
years. y

I believe that more might be
done with convertible securities
—notably debentures or preferred
stocks. Such securities tap a siz-
able field of new buyers. They
may not be attracted by fixed- in-
‘come securities, as such, and per-
haps are unable or unwilling to
buy common stocks but will be
pleased to buy sound senior secu-
rities with a run for their money
thrown in.

Increasing amounts for depre-
ciation, together with retained
earnings, already have eased the
need for outside financing some-
what and these items promise to
be increasingly helpful. A con-
siderable amount of common
stock has been sold in recent
years by companies to increase
their common stock equity ratios.
These are now, in general, getting
up to levels which seem fairly
adequate and many companies
who have felt under pressure in
4his connection should now find
the pressure easing. Among the
electric companies a common
stock equity of 36% to 38% falls
in a good average range. ‘When
the figure gets into the 40’s, com-
mon_ stockholders may complain
they are not getting adequate
benefit from the leverage which
is one of the inducements for buy-
ing utility stocks.

At the moment the best buyers
of utility common stocks appear
to be the pension funds, mutual
funds and private investors. Life
insurance companies. and savings

banks seem only to be nibbling.
If I could tell what the stock

market trends are going to be, I
would not be offering here pearls
of wisdom gratuitously. I can
say that utility stocks as a group
20 not appear exploited although
some individual ones look high.
There are definite indications
that some. investors, shying away
from over-priced industrials, are
turning to sound-value utility
stocks. Briefly, there seems to be
at present reasonably adequate
demand for utility common stocks.

Bear in mind that investors are
looking to common stocks increas-
ingly to offset inflation and the
big emphasis is ‘on ‘growth: It
behooves management to keep
earnings and dividends on an up-
ward trend.
from regulatory - authorities,

ing its case.

An idea has been propounded
that the payment of a stock divi-
dend annually in addition to a

cash dividend may be the best °

way to minimize or avoid common
stock financing. Some investors
in the high tax brackets welcome
stock dividends. On the other
hand, some buyers— especially
among the trust companies—want
no part of them. I think it is early
to pass judgment finally on this
idea but stocks of the companies
pioneering the plan have not re-
sponded marketwise in a way
that suggests a spontaneous re-
ception of the idea.

I note a trend toward eliminat-
ing the use of subscription rights
on the part of some of the com-
panies with which they are op-
tional. I recognize all the argu-
ments in favor of a straight public
offering but I just suggest that in
some future market where buyers
are not as easy to find, the com-
panies which have consistently
made offerings to their sharehold-
ers may find some competitive
advantage.

In conclusion, the task ahead
may not be easy but it should be
entirely possible. Companies
should keep closely in touch with
the potential buyers of their secu-
rities and with their points of
view. Take their wishes into con-
sideration and vary plans and
procedures as necessary.

*A talk by Mr. Young before the 28th
Annual Convention of the Edison Elec-
tric Institute, Atlantic City, N. J., June
8, 1960.
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Muhlfeld V.-P. of
Stone & Webster -
Securities Corp.

Frank B. Muhlfeld has been
elected a Vice-President of Stone
& Webster Securities Corporation,
90 Broad Street, New York Citya
according to
an announce-
ment by E. K.
Van Horne,
President.
+Mr.Muhl-
feld joined
Stone & Web-
ster, Inc., the
parent com-
pany, follow-
ing his release
from active
duty in
1946. He be-
came a mem-
ber of Stone
: & Webster
Service Corporation’s financial
department in 1947 and was
elected a Vice-President of that
corporation in 1957,

Frank B. Muhlfeld

Electra Investment Co.

PATTERSON, N. J—Electra In-
vestment Co. has been formed
with offices at 175 Market Street
to engage in a securities business.
Officers are T. C. Fry, Jr., Presi-
dent; L. W. Schneider, Secretary-
Treasurer; and Willy Schneider,
Vice-President.

Form Investment Co.
PORT JERVIS, N. Y. — T. M.
Kirsch Company Port Jervis Inc.,
an affiliate of T. M. Kirsch Co.
of New York, has been formed
with offices: at 48 Front Street
to engage-in a'securities business
specializing in the distribution of
new stock issues and over-the-
counter securities. Officers are
Albert E. Sharpe, President and
Treasurer; and Hazel Buegeleisen,
Vice-President and Secretary. Mr.
Sharpe has been conducting his
own investment business in Port
Jervis. Miss Buegeleisen has re-
cently been with T. M. Kirsch Co.

This announcement is neither a
any of these securities.

n offer to sell, nor a solicitation of an offer to buy,
The offer is made only by the Prospectus.
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on- tax-exempt bonds of govern-

or- mental bodies. Rivalry from the be more enthusiastic about £5- i . |
nE : latter stl)urlce promises to continue year bonds than the traditional ;
of particularly strong in the years 30-year issues. Certain buyers
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od- creases entail the financing of good sinking funds. Some insti- i
ent public works expansions of all . : ¢ o
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HENDERSON’S PORTION PAK, INC.

Common Stock
(Par Value $1.00 per share)

with protection against call for a
specified period.

Industrial enterprises offer
sharp competition, especially as to

Southern Union Gas Co.
Republic Natural Gas Co.

i
i

Colorado Interstate Gas Co. Price $6.00 Per Share

South Shore Oil and »Devélopment Co.

-
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Whither British Equities
- And Rates for Sterling?

By Paul Einzig

In answer to the rhetorical question as to what tendency British
equities and sterling will take, Dr. Einzig knows that the general
business outlook is exactly as promising as hefore and that the
Government is prepared to turn tough in the unlikely event sterling
should weaken this year. Yet, he also knows that the Government's
fear of inflation may cause it to close to some degree the damper
on the bhoom, and that Britain needs more gold than she has at
present — particularly since investmenisl'ahruad have - declined
whereas foreign sterling balances in London have greatly increased,

LONDON, England — With the
improvement of the weather just
before Whitsun the London Stock
Exchange has taken a distinct turn
for the. better. Already Voltaire
noticed it, when he arrived in
London in 1726, the extent to
which the attitude of Londoners
towards most things was liable to
be affected by the weather. This
typically British characteristic ac-
counts to a large degree for the
change in sentiments towards equi-
ties. For, apart from it, there has
been no basic change in the situa-
tion or in the outlook.

-It is true, Wall Street, too, has
become more cheerful, and there
is no more evidence of American
selling in London. In fact, the
American favorites are firmer
than the average which seems to
show that Americans interested in

British industrials are on balance.

buyers rather than sellers.

But the general business out-
look in Britain is -exactly the
same as before, and so is the
Government’s attitude as far as

it is possible-to ascertain. By it--
-are very satisfactory, but it will

_self the business outlook is prom-
'ising. In spite of ‘the various
Testrictive measures the expand-
ing trend contihues. “Even in
instalment financing the effect of

those measures is merely a slow-:

ing down of the advance. Other
indices, too, point upward, espe-
cially in the capital goods indus-
tries. If left alone, British busi-
ness would indeed have a very
prosperous year, with turnover
and profits rising, )

The trouble is that the Gov--

ernment feels it cannot - afford

to leave the - business trend to-

take care of itself. It is rightly
felt in official quarters that a
boom would result in a resump-
tion of the inflationary spiral.
Full employment has now -more
or less been reached, with the
proportion of unemployed down
at 1% %. Even though there are
a few areas where unemployment
is still relatively high, in most
industrial districts there is now an
acute scarcity of labor. Any addi-

-brake.

tion to the overload of the econ-
omy would mean a stepping up
of wage increases, not only as a
result of -agreements with the
Trade Unions but also through the
competitive bidding by individual
employers for the inadequate
manpower available.

In the circumstances the British
authorities have no choice but to

-try to check the demand for addi-

tional labor by putting on the
The only question is to
what .degree they will apply the
brake, and in what form. The

last thing they would like to see

is another period of stagnation or
decline in the output. And since
many if not most industries are
now working at very near their
capacity, this time it would be

idle to expect any considerable-

increase in the output through a
better utilization of equipment.
Most of any further expansion
would have to. come through the

-extension and modernization of

equipment. From this point of
view the figures of capital in-
vestment programs of industries

take time before the projected
increases are completed.

There " is 'still much scope for
expansion in a number of indus-

tries on the  basis of existing"
- equipment, but it will mean more
overtime. The economy will now’

pay the price for the reduction
of working hours during the. last
year. or . two. . Such reductions

-have been conceded largely under
the influence of the mild reces--

sion of 1957-58, on the basis of
the argument that if there is not
enough work for all workers the
existing work should be spread
among all ‘instead. of dismissing
some, - But now that there is
enough work for all the change
means overtime. pay for part of
the working day at one and one-
half times the normal wage rates.
It is simply another form of wage
increase, in addition to the higher
wage rates ‘conceded during the
past year.

In addition to pressure for
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higher wages and shorter hours, a
new pressure has just 'begun to
prevent ‘ dismissals through re:
dundancy. The desire of workers
for secure employment is under-
standable, - But from the em-
ployers’ point of view any meas-
ures against :dismissals, such as
the payment of heavy compensa-
tions, would simply mean that
when a firm is doing badly it is
further penalized by having to
carry on its payroll unnecessary
hands as an alternative to paying
them' off at a very costly rate.
Experience in Italy® shows that
such a system discourages ‘the ‘in-
take of new labor, It means that
during prosperous periods 'em-
ployers prefer to pay overtime to
their existing staffs rather than
increase the number of their
employees. This 'was the' main
reason why unemployment per-
sisted in Italy for so long after it
declined in most other countries.

The Question About Sterling

The recent drop in sterling
caused some fears of a repetition
of the autumn sterling scare. Its
prompt recovery has produced a
reassuring effect, but the fact that
for a short time sterling dropped
below par during the spring when
it is supposed to be firm- has
_weakened somewhat the convie-
tion that sterling scares are now
a matter of the past. For the
first time since 1957 the tendency
of sterling will be watched with
some measure of anxiety as the
‘autumn season approaches. It
seems unlikely, however, that we
shall witness anther sterling scare
this year. The domestic situation
‘is well under control, and specu-
lators now know that the British
Government is quite prepared to
turn tough if sterling should
weaken. ; T

Even so the relative position of
sterling is not" as strong as most
people ‘in this country would like
it to be. The increase in the gold
reserve has flattened out before
it has reached’a really satisfactory
level. ‘Compared with ‘the. West
German gold reserve the British
gold reserve is far from adequate.
Not only Germany but also
France and even Japan are show-
ing more satisfactory -increases.

In face of this situation some
quarters take the line that it-is
in keeping with the British tradi-
tion to keep a relatively small
gold reserve, What ‘those " who
hold such views overlook is that
the situation has :changed since
pre-1914 days when Britain 'could
well afford to run the gold stand-
ard on a shoestring. .In the mean-
time British investments abroad
have declined, while foreign
sterling balances in London have

greatly increased. Nor does the
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British balance of payments show
such a. steady surplus as between
the end ,of the Napoleonic Wars
and the beginning of the First
World War. It would be idle to
deny that Britain needs a great.
deal more gold than she has at
present.

John A. Kemper
To Admit Wood

LIMA, Ohio—John A. Kemper &
Co., 121 West High St., members

of the- New York and Midwest
Stock Exchanges, on June 23 will
admit C. Franklin Wood to part-
nership. g

- Droulia & Co. Admits
On June 16th. Kimon A. Doukas
will become a limited partner in
Droulia & Co., 25 Broad Street,
New York City, members of the
New York Stock Exchange.

v

Moore, Leonard Co.

To Admit Stewart
PITTSBURGH, ‘Pa. — Moore,
Leonard & Lynch, Union Trust
Building, members of the New
York and Pittsburgh Stock Ex-
changes, on July 1 will admit
Robert M. Stewart to partnership,

Sade Co. Will
Admit to Firm

WASHINGTON, D. C.—On June
23, Sherwood F. Webster will be-
come a partner in Sade & Co., 905
Sixteenth St., N. W., members of
the New York Stock Exchange,

Arnold Rubeck Opens
OCEANSIDE, Calif.—Arnold Ru-
beck is engaging in, a securities
business from offices at 2457 Long
Beach Road.

Connecticut Brevities

c

Reeves Soundcraft Corporation of
Danbury is the manufacturer of
the magnetic video tape being
used in the TIROS meteorological
satellite. The product, which rep-
resents five years of research, is
in use in a wide-angle lens re-
cording ' system: which scans an
area of 800 square miles.
# * #*
Directors  of Cuno Engineering
Corpsration of - Meriden, a pro-
‘ducer of industrial filters and cig-
arette lighters, and' American
Machine & Foundry Co. have ap-
proved a plan for the acquisition
‘of Cuno by AMF. The plan, sub-
-ject to ratification by Cuno share-
holders, calls for the exchange of
:0.443 shares of previously author-
_ized, but unissued, AMF common

shares  for each :share -of Cuno:

common.
> . * * ®’
.Superior Electric Company of
Bristol - recently sold 150,000 $1
par shares at $12 a share. The
company, w hich manufactures
electronic and  electric controls,
will use the proceeds of the stock
sale in connection with a 300,000
square foot plant currently under
construction on an 85-acre site at
Bristol.
* % *

Aetna Life Insurance Company of
Hartford has. reached an agree-
ment to acquire a controlling in-
terest in the Excelsior Life Insur-
ance Co. of Toronto, Canada. The
total “purchase price will be ap-
proximately $5,250,000. Under
terms of the agreement Aetna in-
tends to buy 55% of the com-
pany’s 25,000 outstanding shares.
It is also negotiating to buy an-
other 159
President, Henry S. Beers cited a
desire to expand its business in
Canada’s rapidly growing -econ-
omy, LA

ot % Ed
Pay-TV in Hartford has been
cleared by the Federal Comunica-
tions Commission through its
authorization of the purchase of
TV Channel 18 by Hartford

of the stock. Aetna.

Phonevision. The purchaser is a
unit, formed by RKO General
Inc, and Zenith Radio Corporation
to test the Zenith ' Phonevision
method of subscriber TV at a
cost of about $10 million,

# ¥ &

The Skinner Chuck Company of

New  Britain has purchased the

- Horton" chuck  product line of

United - Greenfield’s Geometric -
Horton division of New Haven,
Skinner officials said that acqui-
sition will broaden the variety of
chucks it now manufactures and
will assure continued availability
of Horton products.  Sales and en-
gineering operations of the Horton
line will be transferred . immedi-
ately to New. Britain and some of

“the’ 125 - Horton ' employees will

also -.be shifted to the .Skinner
headquarters within a few weeks.
L R *
The acquisition of 66% stock in-
terest: in Casco Products Corp. of
Bridgeport has been announced
by Standard Coil' Products Co.
The stock was acquired from J. H,
Cone, Chairman; ' at $10.15 . a
share. The company plans - to
make a similar offer to purchase
the remaining outstanding Casco
shares at the same price. Casco is
a manufacturer of automobile ac-
cessories and: small home appli-
ances- including electric steam
irons, hand power tools, and elec-
tric heating pads and blankets.
3 # ¥ &

Sherman - R. Knapp, President of
the Connecticut Light & Power
Co. has been elected President of
the Edison Electric Institute. Vice-
President of the Institute since
last June, he succeeds Allen S.
King, President of Northern
States Power Co., as head of the
trade  association of the nation’s

investor --owned ‘electric com- -

panies, Mr. Knapp is also a Vice-
President and a Director of
Yankee Atomic - Electric Co.,
which is owned by a group of 11
New England utilities, joined to-
gether to construct the area’s first
a.omic electric power plant.
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“other features are even more sig-

“to all the people.

~to live better. And we do. live

' appeared,

" fully in a richer variety of cul=

i
S
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Down-to-Earth Observations

- Regarding Economic Growth

By Hon. W. Allen Wallis*, Special Assistant to the.-President
and Executive Vice-Chairman of the Cabinet Commiitee on
Price Stability for Economic Growth

Ecenomist to Vice-President Nixon strongly rebuts basic arguments
posed by our country’s “neo-mercantilists” to justify their authori-
tarian prescription for economic growth. Dr. Wallis claims Russia's
economy will not overtake us in the visible future—at least not in
this century, and finds its growth is exaggeratad and compares
unfaverably with West Germany, Japan and Mexico and even that
under the Czars in the decade prior to World War I - In & vigorous -
defanse of economic liberalism, he says any departure from our tradi-
tienal way of meeting “unmet social needs” is but a device to social-
iz the results of production in place of the failure to socialize the
means of production. Dr. Wallis. reviews the methodological and
deﬁniﬁonal_difﬁculﬁes in measuring and comparing economic growth;
takes the best of our statistical data to show, contrary to allegations
made, that we are not slowing downj and pinpoints ten essential
steps the government should take to assist growth.

‘The story of America’s economic it has given him vastly increased
growth is one of the most.remark- opportunities for developing and
able pages of history. A free and utilizing his individual capacities.
enterprising people have achieved It has given new ‘dimensions ‘to
a level of ma- individual dignity and endeavor.
terial well- In short, our economic growth has
being un- brought us more and better means
dreamed of of satisfying our wants, and it has
earlier, and also brought 'us better ~wants.

.not more than
dreamed of
even today in
most parts of

Our.Economic Growth’s
Dispersion
Throughout history it has been

.the world. taken for granted, as it is taken
And this high for granted in many' parts of the
Jevel s still world today, that the inescapable
rising rapidly. lot of most of humanity is to live
Unparalleled out their lives in toil, ~filth,
‘ilmprovement misery, ignorance, and disease.

in material
levels of liv-
ing, though )
dramatic, is far from the most

Even in the greatest civilizations
of the past—these that,we admire
mest, such as Anecient Greece.or

Dr. W. Allen Wallis

.American economic growth. Two comparative handful of pecple. A
nificant: first, the non-material
benefits of economic growth, in
the form of improvements in the
quality of our life; and second, managers, white and colored, east-
the broad diffusion of both ma- ¢rn and western. Viewed either by
terial and non-material benefits the perspective of history or by the
perspective of other contemporary
economic systems, we represent,
as Vice-President Nixon told a
Moscow . television audience last
summer, the nearest approach to
a classless society. ) g
It is well to review the story
of our economic. growth, not in a
spirit of 'smug self-congratulation,
but in a spirit of humility. What
we tend to take for granted, and
to regard as the natural and in-
destructible state of affairs toward
which all social and  economic
developments inevitably progress,

growth has been the broad shar-
ing of progress among all groups
—urban and rural, workers and

Growth is not an end in itself.
We do not live to grow; we grow

better, not only by consuming
better but also by working.under
better’ conditions. Most of the
brutal physical toil formerly nec-
essary for man to make even a
meager living has now dis-

Economic growth has provided
us with leisure to enjoy the fruits
‘of our efforts and to engage more

tural and recreational pursuits. It
has made ‘possible higher levels
of education and enlarged oppor-
tunities for creative activity. It

may well prove transistory unless
we understand the sources of our
past economic progress and pur-

" has' greatly widened -the choices ‘sue wise policies for- preserving
- open to the average citizen, and

and cultivating the forces of prog-
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unique feature of our economic .

is in fact unique in history. It -

ress. We still have pockets of
poverty, instances of opportuni-
ties. foreclosed unnecessarily, and
other economic problems. All. of
these problems are real, many of
of them are important, and'a few
are urgent. But we can tackle
our problems with more zéest and
confidence if we do not confuse
lack of perfection witn lack of
progress, or with being second

" rate,

What Is Economic Growth?

Econornic .growth is one of the
catch-phrases of the day, Behind
the phrase there are, to be sure,
real and important issues; but
they are not simple issues, and

- confusion results from etforts to

oversimplify them. . Economic
growth is difficult to define and
more difficult to measure, '

Generally, people think of eco-
nomic growth as an increasing
supply of goods and services. This
is all right as far as it goes, but

. it doesn’t go very far. As popula-

tion increases, a larger supply of
goods and services is needed to
maintain a constant level of out-
put. . An economy may get bigger
—or “grow” in an absolute sense,
perhaps even as a world power—
without adding to individual wel-
fare.. Obviously, growth must in-
volve -rising -levels of per capita
output if it is to mean increased
‘welfare, i

~But this is not all. Growth in
any meaningful sense must mean
not just more things, but more
things that are useful and that
people want. . Today we produce
such things as automobiles, tele-
vision sets, and missiles, instead of
surreys, stereopticons, and cannon
.balls. -Evolution in the composi-
“tion of output is as much a part of
economic growth as is expansion
,of the volume of output. Similar-

¥ Renaissance Italy—the flowering.ly,.if growth is to be meaningful
Jmportant part of the story  of of civilization was shared by only.a

,the output must be well distrib-
.uted among all the people.

-In our-economy, changes in the
composition of output reflect the
free choices of the people, and
the valuation of the output re-
flects the values placed on goods
_and - services- through voluntary

_purchases and sales. Private out-~.

put conforms to choices made in
the market, and public output to
choices made through political
.processes by freely elected repre-
sentatives. In a centralized econ-
omy, both private and public out-

put reflect the choices and values”

_of the authorities, and the values
placed on goods and services also

represent authoritarian decisions."

. There is no valid criterion of the
‘extent to. which the nominal
“growth” achieved by a central-
ized economy is meaningful

growth in terms of the aspirations
and desires of the people. Further-
more, with centralized economic
authority the benefits of growth
need: not be distributed widely,
'lfotal and per capita output can
rise, while the living levels of the
niiasses are- rising little or not at
all.

Clearly, true growth must refer
to economic welfare. This means
we must consider not only goods
and services but non-material as-

' pects'of growth. As our produc-

tive -capacities have risen, we
have :chosen to take part of our
growth in the form of Ieisure and
improved working conditions. In
fact, an economy could be grow-
ing even though output per capita
were ‘stable, if at the same time
the amount of time and effort
needed to - produce that ‘output
were -declining. .

If the concept of growth is com-
plex and elusive, as I have been
trying to indicate that it is, the
problem of measuring growth is
fearsome. Not only do we lack
adequate data, but the qualitative
and non-material aspects of
‘growth are impossible to quantify.
A confession of St. Augustine
more than 1,500 years ago about
the concept of time ought to be
repeated daily by all who purport
to measure economic growth. “For
so it is, oh Lord my God, I meas-
ure it; but what it is that I meas-
ure I do not know,”

Six of the most common gauges
of economic growth are the per-
centage rates of increase in:

(1) Real Gross National Prod-
uct, that is, GNP adjusted for
price changes; ,

(2) Real GNP per capita;

- (3) Industrial production;

(4) Output per man-hour
worked;

(5) Output per unit of labor
and capital combined; and

(6) Real disposable personal
income per capita.

Before considering what each of
these gauges appears to show, let
us consider certain major short-

,comings that seriously limit what

any of them really show. These
ubiquitous flaws, which create
troubles  for anyone trying to
compare growth rates between
countries or between times for a
given country, are:

(1) Deficiencies of data,

(2) Vagaries of valuation,

(3) Averralionsof averages; andr culture than in the other half of

(4) Treacheries of timing.

About the deficiencies of data I
will say little, except that the
basic figures on GNP or industrial
production even for this country

—and ours are the best in the’
world — involve liberal use of
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estimation and guesstimation,’ of
interpolation and extrapolation, of
approximation and adjustment.
With- respect to Russian data, I
now know, and you too, that it is
a lot better than I thought a
month ago; but it is nevertheless
hardly  better than conjecture at
many crucial points.

The valuation problem I have
already alluded to. The list of
things produced includes such
heterogeneous products as apples,
nuts, bolts, cloth, appendectomies,
tractors, missiles, financial writ-
ing, and speeches. To measure the
list by a single number it is neces-
sary to put a value on each item.
In a market economy, we can
value most things by prices' peo-

ple voluntarily pay and accept.

Even in our economy, however, a

large and increasing share of out- |

put 'is governmental, and. can be
valued only in terms of things
used up. But just using up some-
thing by no means guarantees
that an equal value is created;
sometimes it is more, too often it
is less,

The magnitude of the valuation
problem is shown by the compar-
atively simple problem of compar-
ing Russian GNP with ours. The
twolists of products must bevalued
by the same prices, otherwise the
comparison will reflect differ-
ences in prices, not just differ-

ences in GNP. If Russian prices.

are applied to their output and to
ours, our GNP is nearly four
times theirs. If American prices
are applied to the outputs of both
countries, we are only twice their

‘size. Russian GNP is commonly

described as 40% of ours. This
results from splitting the differ-
ence, but the difference .that is
split is not between two and four,
which would give three, but be-
tween 27 and 53%, which are
the two estimgtes of Russian GNP
as a percentagg of ours, ,

Averages Can Be Tricky
Averages can be . tricky, and
every one of the growth measures
is an average of divergent rates
of growth prevailing in different
parts of the economy. It is pos-

‘sible, for example, for the overall

average to go up even if every
separate part is constant or even
declining, To see that this is pos-

“sible, suppose that a country has

half of its economy. in agriculture,
and that growth is slower in agri-

the economy (both these things
are true of Russia). The average
rate of growth for the whole
economy will be half-way be-
tween the rate for agriculture and

Continued on page 56
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The Developing World of
Trade and Investment

By George Olmsted,* President,

International Bank, Washington,

D. €.; President, Financial General Corporation

Mr. Olmsted examines the rapidily developing trends in Canada and
the United States, and the accelerated changes in trade and invest-
ment opportunities no longer confined to traditional areas. In refer-
ring to the new concepts in international financing, the banker em-
phasizes that “isolationism in financing has become as ohsolete as
political isolationism” and “businessmen . . . must look at the world
as a great market that calls for a whole new concept of thinking,
planning and action.” Discussing East-West trade, Mr. Olmsted criti-
cizes exaggerated views held and notes that Canada’s $1.7 hiilion
exports to Red China is little over one-half of what it sells to Hawaii
alone. In one of his many area analyses he observes that U. S. finan-
cial interests are slow in responding to Alaskan potentialities com-
pared to the Japanese.

In- the past our thinking in the
United States has been oriented
principally to Europe, which
stems back to our ancestral roots.
One of the
things we
must now do
is to develop
more of a
total world
concept in
place of a
Europe - first
concept. This
applies .to our
national
tendency to
overlook or
take for
granted Latin
America, and
certainly it
applies to the great Pacific area.
In just one field, the natural
gas industry, we see how the
opening of the fields in the Fort
St. John area alone spurred “the
construction of Canada’s first
natural gas pipeline; it has meant
large new industries for the Peace
River area; it has brought hun-
dreds of millions of dollars to
Canada; it has resulted in' the
completion of Canada’s first north-
south railway; it has meant a big
population growth and more
wealth in royalties and land sales
for the province,” according to
Lloyd Turner, Vice-President of
the Westcoast Transmission Com-
pany Limited of Vancouver, D. C.
In a speech he made last Novem-
ber at the Twelve Resources
Conference, Mr. Turner also de-
clared: “There is no doubt that
slowly but surely the center of
interest for the entire North
American oil industry is moving
northward from Tulsa and other
American areas to Calgary, to
Edmonton, to Dawson Creek, Fort

St. John, and maybe even farther
north. We feel that eventually

George Olmsted

this industry will pivot on re-
sources north of the 49th parallel.”

All of the free world has a
great interest in Canada’s oil re-
sources and in its lumber and

fishing industries, agriculture,
minerals, and water power as
well.

Canada Prospects
Canada is rich in these natural
resources that the world will need
in greater volume in the coming

years. The development of these

resources, however, will take
money, vision, courage, patience
and endless effort.

To attract the capital it needs,
Canada must interest the in-
vestors beyond its borders. They
must become familiar with the
following facts: Canada is one of
the world’s fastest growing coun-
tries. It has vast untapped mineral
and vegetable resources, Its liv-
ing standard is the second highest
in the world. It is the largest
country in the world after Russia,
and more than double the size of
Europe. It is the third largest
producer of grain in the world. Its
forests are the largest remaining

timber resources outside of Rus--

sia. It is the leading producer of
pulp and paper in the free world,
and the second largest producer
of lumber,

The outside world should also
be told that Canada is a world
leader in energy resources, and
ranks high in manufacturing.

Do its friends abroad know
that foreign trade is the key-
stone of the Canadian econ-
omy? Do its friends at home know
that exports of goods and services
account for over one-fifth of your
gross national product, and take
about a third of its total produc-
tion, while providing jobs for
three out of every eight workers?

With the products of farms,
forests, and mines shipped abroad
in raw or finished form, Canada
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is. already 'a leading nation in
world trade, I believe it has the
opportunity to become an even
greater factor in world trade in
the coming years.

The experts point to great
growth in the Canadian economy
in the next 10 to 20 years. Popu-~
lation alone is estimated to move
up from the present 18-million-
plus to 19.5 million by 1965, to
21.6 million in 1970, 23.9 million
by 1975, and 26.5 million by 1980.

More people, of course, mean
more homes, more food, more de-
mand for the conveniences and
luxuries of life, and more pro-
duction for foreign trade.

Gross national product of
Canada is expected fo rise to $39.9
billion by 1965, $50.2 billion by
1970, and $76.1 billion by 1980.

Just from this peek into a few
of the growth trends in Canada
it is possible to see that it is on
the threshold of a new era of
national expansion even greater
than the spectacular years through
which it has passed since World
War II.

U. S. Prospects

What changes will there be in
the United States by 1970?

One thing we can be sure about
as we look ahead is that the
United States will be greatly
changed.

There will be 33 million more
of us, or 210 million Americans
by 1970. The number of families
and households will go up another
10 million to nearly .62 million.

Spectacular rises in the popula-
tion and number of families will
create greatly expanded markets
for housing, food, clothes, lumber,
recreation, travel, home appli-
ances, and nearly everything you
and I make or sell.

Twenty-three million more cars
and trucks will be crowding the
streets and highways, bringing the
total up to 90 million vehicles by
1976.

Downtown areas of big cities
will become more crowded, urban
renewal will have to be stepped
up to modernize outdated areas.

Industry decentralization will
be accelerated, and more farm-
land will be converted to resi-
dential and industrial use.

More grade schools will be
needed to provide for six million
little children, more high schools
for four million more teen-agers,
and colleges and. universities will
have to take care of 70% more
students as their enrollment goes
up from the present 3.7 million
{o 6.4 million in these 10 years.

Fourteen more million workers
will be added to civilian employ-
ment to make up the 83.4 million
civilian jobs we must have to
meet the nation’s need by 1970.

I think we can see from this
lcok at just a few of the signposts

Continued on page 44
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' THE MARKET

... AND YOU

BY WALLACE STREETE

The stock market’s strong re-
bound ran into opposition this
week but without chilling the
enthusiasm that anticipates
more progress before the
traditional summer rally is
officially declared over.
£ * *

It was largely a seasonal
phenomenon with the only
change in the news to bolster
the market coming from pre-
liminary evidence that the
persistent decline in the steel
operating rate was, if not bot-
toming out, at least leveling
off.

Steel Outlook Mixed

The pace at which the
ultra-basic steel mills was.
operating has been unduly
depressing on the market.
Large inventories were built
up, and not worked off, dur-
ing the steel strike of late last
year. And while it would be
normal for the steel consum-
ers to whittle away at their
inventories once the strike
was settled, apparently this
went on longer than the mar-
ket analysts had anticipated.

Industry statements were
confident.ones, although leav-
ing room for possibly another
Iull before the summer dol-
drums can be counted over,
but anticipating a good fall
pickup. As far as the steel
shares were concerned, they
weren’t obviously popular
until more concrete evidence
is at hand to show a good
pickup in new orders.

& Es *

Autos similarly were large-
ly neglected until it is clear
what effect the widespread
demand for the compact cars
has had on profits. The small-
er and more barren units ad-
mittedly have less profit
potential than the more lux-
urious cars in the standard
lines.

& % £

But before the hesitation
set in, the Dow industrial
average had retraced approxi-
mately two-thirds of the path
it fell early this year. Last
week’s gain, at least as far as
this average is concerned, was
one of the sharpest in history
and, by other measurements,
was the largest in several
years.

* * *

The surface indication of
all this is that there is still
plenty of investment money
available if the owners think
that prices are attractive and
that the investment climate is
good.

Rails Still a Drag

The drag on the list was an
old story. That is the inability
of the rails, even in the faca’
of much merger talk of which
a great portion is acknowl-
edged to be real, to get going
convincingly. To the techni-
cians the rails faltered on

reaching a critical breakout
point on the upside. With
better action in this quarter,
the chart followers would be
more confident and add to the
chances of the summer rally
getting near, or eclipsing the
all-time peak posted by the
industrial average _on this
year’s second trading session.
* :: %

The concentration on issues
where sharp gains in sales
and profits have been show-
ing was a market facet again
leaving abandoned some of
the better statistical bargains
in such basic lines as food,
stores and even some of the
public utilities where growth
is steady although not star-
tling.

Fairmont Foods which is
relatively immune to cyclical
swings has lolled in a range
of not quite five points so far
this year although it offers an
above-average vield of around
5% . Fairmont has been whit-
tling its less profitable lines,
while expanding with its
spare cash. So there has been
no growth in sales to capture
investor interest. On the
other hand, its expansion
hasn’t resulted in any stock
or earnings dilution. In fact,
per share earnings have been
growing steadily and the divi-
dend has be=n increased each
year since 1955.

Fairmont’s declining sales
picture has obscured the fact
that since War II, the firm has
shifted product emphasis im-
rortantly and the low-profit
items that produced 70% of
its business have now been
supplanted by high-profit
items to where they produce
three-fourths of sales. And
the company has bowed into
the leisure food lines and
seems headed toward the
frozen food ones as its next
stage of diversification.

S # Ed

The airlines, despite fare
increases, and booming travel,
have had little following with
investors. whose interest has
been concentrated on the
heavy expenses of shifting
over to jet planes rather than
the favorable aspects. Ameri-
can Air Lines, the giant of the
domestic carriers, was able to
post-a 30% boost in revenues
during the first third of the
vear and show a minor profit
for the unseasonal period
against a deficit of more than
a millien dollars in the same
period last vear. But the stock
sold more than a dozen points
higher last year. At its recent
devrressed level, it offers a 5%
yield.

Interest Stirring in Bank and
Insurance Stocks

The recent discount rate

cut concentrated considerable

research department atten-

tion on the bank stocks but,

N et
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so far, without whipping up
much in the way of enthusi-
asm. Bank of America, the
colossus of “department store
banking” is still available at
some 15% discount from its
high for this year. Yet its
earnings are improving and
heading toward where a new
record should be set for the

“entire year. And while this is

the ‘world’s largest private
bank, it shows no signs of let-
ting up on its expansion, hav-
ing opened 18 new branches
so far this year with another

25 slated to be opened before .

the year ‘is  out. At the mo-
ment its collection of

- branches is a fabulous 682.

The yield runs well into the
4% bracket on -a payment
that should come close to be-
ing earned twice over.

- Insurance companies also
were cited as standing to
benefit from' the shift in the
money market but particu-
larly for casualty companies,
the recent problems have
kept many investors on the
sidelines. ' Continental Insur-
ance has had a mundane trad-
ing life so far in 1960, its
range not quite stretching to
a dozen points. This company
—one of the few available in
listed trading—Ilike other cas-
ualty ones seems to have
reached, or be on the brink,
of a turning point in its un-
derwriting experience. In
1958 it lost more than $3.a
share and trimmed the loss to
$1.58 last year. Projections
indicate that its underwriting
will be in the profit column
this year, so it could have
made the significant shift.

Diversified Textile Company

earnings from some of the
new ventures perked up.
* * *

Avisco specializes in joint

ventures, apparently, having

operations in which it is
teamed with Monsanto in
nylon and acrilan; with Puget
Sound Pulp in a pulp opera-
tion and with Sun Oil in a
plastic corporation. The stock
of Avisco in any event is
available at a discount of a
score - of points under last
year’s high.

Prospering Gillette

Gillette Co. is an outstand-
ing enterprise where public
acceptance  of the name is
pretty much confined to its
best known line, razors and
blades including its new blade
which is being promoted vig-
orously. Actually, Gillette is
important in hair prepara-
tions with its Toni division,
and in the ball point pen field
with its Paper Mate. Of
newer note is marketing pro-
prietary drugs for Upjohn Co.

Earnings were boosted
some 12% 'last year over
1958, with further improve-
ment seemingly assured for
this year after an impressive
showing Gillette made in the
early months., The company
is a cash-rich one, a long-time
dividend payer and its payout
has averaged unusually high
at 69% of net earnings. This
year’s results are expected to
run more than a dollar over
the dividend requirement.
The margin hasn’t been that

wide for the last three years.
* * *

National Starch is a com-
paratively neglected item
that has made the shift from
where its textile customers

dividend has been increased
in nine of the last 10 years.

[The views expressed in this article
do not necessarily at any time coin-
cide with those of the “Chronicle.”
They are presented as those of the
author only.] '

IDAC Convention
Opens in Canada

The '44th Annual Meeting of The
Investment Dealers’ Association
of Canada is opening today, June
16th, at the Manoir Richelieu,
Murray Bay, Quebec, and will ex-
tend through June. 19, 1960.

The President of the Associa-
tion, Norman J. Alexander, Gen-
eral Manager of James Richard-
son & Sons, Winnipeg, will be in
the Chair. Over 390 members and
their wives are -attending this
meeting, together with represen-
tatives . from the press.

The Honorable Onesime Gag-
non, Lieutenant-Governor of the
Province of Quebec, will open the
meeting.

The guest speakers will be
Henry Clay Alexander, Chairman
of the Board, Morgan Guaranty
Trust Company of New York, and
J. W. Kerr, President, Trans-Can-
ada Pipe Lines Limited. It is also
planned to hold two discussion
forums on Municipal Finance and
Portfolio Management. 7

Fennekohl Opens
Newark Office

NEWARK, N. J. — Fennekohl &
Company, Incorporated, of New
York City, has opened a branch
office at 24 Commerce Street un-
der the direction of Marshall
Fligel, who has been elected a
Vice-President of the firm.

Witter to Admit

SAN FRANCISCO, Calif. — Dean
Witter & Co.,, 45 Montgomery
Street, members of the New York
and Pacific Coast Stock Ex-
changes, on June 9 will admit
Howard A. Frame to limited part-
nership.

Dominick Marks
90th Year With
10 Year Forecast

When 1970 rolls around, the aver-
age American family income will
have increased nearly 50% above
its present figure, according to a
Ten Year In-
vestment
Forecast,
published by
Dominick &
Dominick, in-
vestment
bankers and
brokers. June
15 marks the
firm’s 90th
yvear in the
investment
business.

The publica-~
tion, which
summarizes
the economic
forecast on which Dominick &
Dominick is basing its own plans,
was prepared by the firm’s re-
search department, according to
an announcement by A. Varick
Stout, senior partner. It is de-
voted .to an examination of the
background for investment and
an exacting scrutiny of the prob-
able course for growth industries
in the next ten years. Here are
some of the predictions:

Trading on the New York Stock
Exchange and other exchanges of
the country will nearly double
today’s volume with. an even
greater proportion of
among U, S. investors.

Inflation, one of the major in-
vestment influences, will not be
so intensive and a decade of rela-
tive stability is ahead.

Rising production and demand
for consumer goods will call for
more power to run better ma-
chines, requiring business to add
substantially to its investment in
equipment.

U. S. industrial research ex-
penditures will reach the $15 bil-
lion annual rate within a year;
a $35 billion annual rate by 1970.

Sustained growth, increasing

A. Varick Stout

increase -
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production and efficiency will"

come from a 15% larger.labor
force, an increase of 75% on the
machinery investment per worker,
and at least a doubling of power
required to run these machines.

A “population explosion” will
bring sharp increases in the high-
consuming segments of the popu-
lation: the teenagers jand the
young marrieds, along with a
higher proportion of retired people.

The real impact on purchasing
power will be greater than that
indicated by changes in the dollar.

Increase in discretionary income
—the amount left over after pay-
ing for essentials—will lend the
greatest force to an expanding
economy,

Gross National Product will ex- °

pand at a rate of at least 3% an-
nually—or 40%, compounded over
the next ten years.

Investors should allocate most
of their equity funds to industries
which face a growth in sales of at
least 80%.

The investment banking firm
of Dominick & Dominick was
founded in 1870. It has offices
in New York City, Buffalo, N, Y.,
London, England, Paris, France,
and correspondents in 21 cities in
the United States and Canada.
The firm is putting the finishing
touches on ‘a major move at their
14 Wall, Street address. In addi-
tion to major installations of elec-
tronic data processing and record-
keeping equipment, Dominick &
Dominick is training new person-
nel, adding equipment and in-
creasing space for all departments.

Forms Robinetté Co.

BALTIMORE, Md. — Robinette &
Co., Inc., has been formed with
offices in the Old "Town Bank
Building to engage in a securities
business. Officers are John H.
Robinette III, president; James O.
Robinette, vice president; and W.
C. Robinette, secretary-treasurer,

* Ed Kennedy Opens

TULSA, Okla.—Edward B. Ken-
nedy is engaging in a securities
business from offices in the Enter-
prise Building under the firm
name of Ed Kennedy Investments.
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Inevitable and Essential

Power From Peaceful Atom

~about ' 14%

By James F. Fu;rnlan,* Senior Vice-President, Consolidated Edison
Co. of New York, New York City

In a progress report on the application of atomic cnergy to the

generation of electricity, Mr. Fairman tackles the bewildering
*- barrage of claims and counter claims: regarding its economic faasi-
“bility, need and ‘safety. The utility officer places the State of New
York with other high cost fuel areas that stand to benefit from

nuclear power. Moreover, he says the future needs of this country
and the world for new. sources of energy are compalling justification
for our national policy -and our present efforts to develop this
power economically.  Recalling what has franspired in the past six
-years since the Atomic Energy Act's amendment encouraged entry
of private companies into this field, Mr. Fairman observes that the
milllenium is not just around the corner any more than was the

electric bulb at first.

Atomic energy has caught  the
imagination, and aroused mis-
givings, as have few scientific
and engineering achievements. Its
promise in the
fields of
medicine,
biology,
agriculture,
and electric
pPower has
been accom-
panied by a
wide publie
realization for
the first time
of the exist-
ence, nature,
and effects of
radiation. In
addition, the
development :
of atomic energy has become in-
volved, for good or ill, in domestic
politics, the Cold War,, and the
international prestige ©of the
United States. . :

We have been subjected, as a
result, to a bewildering barrage
of claims and counterclaims,
charges and countercharges. There
are those who have made extrava-
gant promises about the atomic
world of tomorrow, “electricity
too cheap to meter” is one that
comes to mind, and  there are
others who have painted the dark-
est pictures of the consequences of
adding to the world’s natural radi-
ation. An author in a recent issue
of a national magazine went so
far as to suggest that all of the
passengers of the Andrea Doria
might have been killed if that
unlucky ship had been powered
by an atomic reactor.

< This playing on the hopes and
fears of people has led to confu-
sion in the minds of many
thoughtful Americans. They wish
to do what is right and good, but
they do not know which way to

James F. Fairman

turn or whom to believe. I sug-
gest that it is possible to discuss
atomic energy unemotionally and
with reason and prudence.

Now that the scientists have

laid the groundwork, there is no
great mystery about atomic power.
A large proportion of the elec-
tricity produced in this country,
about 80%, requires heat -as the
first stage in the process of en-
ergy transformation. The heat of
burning ‘coal, oil, or natural gas
turns water into steam. The ex-
panding steam drives a turbine
which, in turn, spins an electric
generator.

Discuss Competitive Cost Factor

It may be of passing interest
that heat is essential in a variety
of devices now under study or de-
velopment for the future produc-
tion of electricity. In addition to
nuclear fission and fusion, we read

of direct conversion, and that'

tongue  twister, magnetohydrody-
namics. All of these devices in-
volve the conversion of heat en-
ergy into the flexible and more
easily divisible and transportable
form of energy we call electricity.

The only one of these concepts
anywhere near ready for commer-
cial development is that making
use of the heat given off when
atoms split or fission. Engineers
in the electric industry are bend-
ing their efforts to substitute this
heat for the heat of ordinary fuels
in the process of generating elec-
tricity, We have known it can be
done since the 'submarine Nautilus
made her maiden voyage. But
problems remain in the economic
application of the concept on a
commercial scale which take time
to solve. i .

The economics of electric power

production are the daily concern
of utility engineers. We are con-
stantly looking for some way of
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holding the line by reducing the

-investment in and the operating

costs of our equipment.

The equipment we now use to
store and handle ordinary fuels
and to make' steam represent
of our investment

while the cost of the fuel is about-

20% of the total cost of producing

electricity. These are the bench-
-marks we must use to judge the
. economic feasibility of the struc-
- tures and equipment of -an atomic
- power plant and of the new

atomic: fuels. Atomic power will
only be competitive- with power’
from conventional fuels when the
cost of owning and maintaining
the structures and equipment of
an atomic -power plant and the
costs of atomic fuel, considered to~
gether, do not exceed the corre-
sponding costs of 'a conventional

. plant.

Feelings of Impatience
We Americans are an impatient
people. In speaking to a group of
engineers recently, I compared the
work being done on atomic power
to the launching of a spacé satel-

:lite by a rocket. We are thrilled

by the rocket as it blasts off, but
we tend to overlook the agoniz-
ing months and years that have
gone into the preparation for the
shot and we forget this is only
a means to an end—the collection
and careful interpretation of the
data sent back by the satellite—if
its .delicate instruments function
properly. . g ) L

Atomic power was launched
with just such a fanfare as the
count-down and launching of a
rocket. But there was a great dif-
ference. - Research- and develop-
ment were just beginning. The
design and construction of atomic
power plants were still ahead. Not
until this work is done and several
plants p}aped in operation can we
begin the interpretation*of résults
which ‘will lead to improvements
and point the way to economic
feasibility. )

Engineers can- become impa-
tient, too, and I find it salutory
to reflect from time to time on
the technical history of electricity.
It was a little more than two hun-
dred years ago that the scientific
minds of Europe and America be-
gan to discover the secrets of

electricity.  Ben Franklin’s kite is

firmly embedded in the folklore
of this country, and there are
other familiar names — Ampere,
Volta, Faraday — who gradually
laid the scientific groundwork for
today’s modern electric systems.
When I am feeling most im-
patient, I remember that Faraday
discovered the principle of elec-
tric generation in 1831—but it was
over 50 years before a practical
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and universally applicable use wa’s
found for electricity — Edison’s
electric lamp. e X

I take heart from this history,
It was -just . before the turn of
the 20th century that a French-
man, Becquerel, inadvertently
discovered that radium affected
photographic film in the same way
that man-made X-rays did. '_I‘hls
discovery set off a flurry of scien-
tific activity by the Curies, .by
Thompson, by Rutherford. Ein-
stein “formulated .a theory 'that
would -one day :explain atomic
energy.. These scientists can be
compared to Franklin, Ampere,
and Volta—men who laid founda-
tions for advances. into new
frontiers. ¥

Not -until 1932 was the prime
tool of nuclear scientists discov-
ered, the atomic particle called
the neutron. This particle served
as an’ atomic ‘bullet which could
be used to probe the secrets of
the atom. And, while Fermi and
others probably did it earlier, it
was six years before they realized
that with the neutron they could
actually split or fission atoms and
release energy.

That was the year Hitler occu-
pied Czechoslovakia. Two years
later Europe was engulfed in war.
Pearl Harbor came in 1941. The
atom became an instrument of
war.

Quite naturally this potent and
infinitesimal instrument was
placed under the strictest of gov-
ernment control. Not until the
last decade has the veil been lifted
and less than six years ago Amer-
ican industry was given the op-
portunity  to try its hand at
putting the atom to work.

Real Start Permitted in 1954

Few of us knew how big was
the challenge we sought and ac-
cepted back in 1954, when Con-
gress amended the Atomic Energy
Act to permit private companies
to build, own and operate power
reactors. But we soon found out.
In the three quarters of a century
since Edison started commercial
distribution of electricity, the
electrical industry has experi-
mented, developed, and built
highly efficient boilers, turbines,
and generators to turn the energy
of heat into electrical energy. Our
problem was to use an entirely
different source of heat, heat from
splitting atoms, and to use it as
safely, as efficiently and as cheap-
ly as we have learned to use the
heat from coal, oil, or gas. ]
-+ The use of atomic, fuels and the
design of reactors poses many new
technical problems for engineers.
They must investigate the char-
acteristics of uranium, hafnium,
zirconium, thorium, and other ex-
otic metals. They must learn how
conventional materials react to
radiation. They have had to de-
‘velop ways of removing the mi-
nutest traces of impurities in

- water. Protection from radiation

requires new types of buildings to
house the reactor plant. As no one

. enters these buildings during op-

eration of the reactor, it is oper-
ated remotely, which forces the
design of elaborate control sys-
tems. The collection and handling

-of industrial wastes incidental to

the' operation -of the reactor is
complicated by the use of radio-

‘active material in the plant. Pro-

vision must.be made for the care-
ful handling and temporary
storage of spent fuel elements
before they are shipped to repro-
cessing plants.

Why, you may ask, do we want

_to try to use atomic energy? Why

not be content with what we
have?

Over-Riding Need for Power

There are a variety of reasons
for our pursuit of economically
competitive power from the atom.
But' there is one over-riding
motive. Our civilization is based
on power. The Industrial Revolu-
tion. we . studied” in 'school co-
incided with the development of
steam power derived from -the
heat of coal. In the 19th century

. we added oil and natural gas to

o oWk ¥ -
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our supply of fossil fuels.ang be-
gan to convert steam power into
electricity.

We do not need to be remindeq

of the changes these technical aq- ]

vances have made in the way we
live. But how many of you know
that we have used as much fuel
in the last. hundred years as we

used in the first 1860 years of

the Christian era?
The world’s consumption of nat-

ure’s resources shows every sign.

of increasing in the future; A hyn-
dred .years .from now we. may
burn as much fuel in one year ag
we . have. ‘burned in the last
hundred. .

This headlong use of our sources

" of energy makes it imperative we

develop new sources if we are to
maintain our own way of life, anq
the world is to begin the uphill’
struggle to achieve a  passable
standard -.of living in the back-
ward areas. Atomic energy can
contribute a large share of the
world’s future energy needs. We
sincerely believe atomic energy
will also_help us keep down the
costs of these energy require-:
ments. Our generation would be
derelict in its duty to our descend-
ants if we do not seek to explore
and develop new energy sources.

A secondary motive, and one of
special appeal to women, is the
reduction of airborne dust par-
ticles associated with the burning
of ordinary fuels.  Atomic fuel is
not “burned” in the ordinary
sense. The products of atomic
combustion do not pour out of
smokestacks. This fuel is enclosed
in metal containers called fuel
elements. The unburned fuel as
well as the wastes produced dur-
ing the operation of the reactor
remain in the elements until they
are reprocessed to recover the
unused fuel.

Atomic power plants can be an
important factor in overcoming
air pollution. As we use more and
more energy, we live closer and
closer together in urban centers,
and drive everywhere in automo-
biles, air and water pollution be-
come of greater concern. Utilities
spend significant - amdunts  of
money on air -pollution control
equipment to assure the elimina-
tion of up to 99% of the solid
matter left over. after .coal is
burned. .

Many may remember, as I do
from - personal experience, the
daily chore of hauling out the
ashes from a coal furnace, may
get a chuckle out of an article
which appeared. in the  Scientific

American several years ago. The -

author wrote in a humorous vein
‘about the problems engineers will
face a couple. of thousand years
from now if uranium.supplies are
depleted and the world has to go
back to using coal. Using the jar-
gon of the science writer, he dis-
cusses remote control operating
equipment, the disposal of ashes
and gaseous wastes, and the diffi-
culties of providing the proper
conditions so the coal will burn
properly and efficiently. He con-
cludes that' coal-driven =power
st?tiohs will ultimately be feas-
ible.

Reality of Radiation o
We can smile at this whimsical
treatment of problems -which we
handle as a matter of course. But
much of the talk today about ra-
diation and atomic energy is as
far removed from Teality. The
writer . who expressed concern
about the use of atomic power on
steamships betrays his ignorance
of reactors and radiation. The
wastes in the fuel elements of the
reactor, which is surrounded with
shielding, would not be dispersed
merely because the ship sank.
And water is one of the best radi-
ation shields we know. As had
been pointed out many times, the
men who man our atomic sub-
marines are subjected to less ra-
diation while they are submerged
than they would receive while
walking down the street, of their
hometowns. _
Intérnational and national com-
" s 1
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- general public.
. standards- of - the International
- Commission on Radiological Pro--
- tection and the National Commit-
‘tee on Radiation, Protection and.
. Measurements, thé Atomic Energy
¢ Commission has established rigid
- regulations- for the operatxon of
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- mittees of medical and other pro-’

fessional men have made exacting
studies of the effects of radiation.

* From these studies they have de--
. rived standards for safe concen-
-trations of radioactive materials
-and levels of radiation' exposure

for “industrial workers and the
Guided by the

power reactors.
By far the .greatest amount of

. radioactive materials - used and

produced ‘in a power reactor will

. be contained within. the fuel ele-

ments themselves.. When these

- elements have served their useful
- life, they ‘'will be shipped to re-

processing . plants where “unused

. fissionable material or fuel will be
‘recovered. The wastes will be

stored on government reservations
under government supervision.
The. wastes from reactors that

. produce plutonium for weapons

are stored in this fashion. It will

“be. severa]l decades before wastes

from atomic power.reactors will

~equal in volume those created in

plutonium® production reactors.
Present storage methods are ade-
quate as to safety, but more eco-
nomical methods must eventually

-be found. Research and develop-

ment toward this end are now
under way. In the long run, prop-

. erly controlled radioactive wastes

may be no more of a technical and

. economic problem than the wastes

from expended fossil fuels.
During the - operation  of an

" atomic reactor there are collected
: some materials made - radioactive .
- incidental to' the operation of the
. plant.' The materials come from

equipment leakage, water purifi-

- cation, plant house cleaning, and

the like. Most of this material is
of such a nature that it can be
concentrated into small volumes,
put in steel and concrete contain-
ers, and safely - transported - to

) atomic cemeteries.

Under the regulations of the

" Atomic Energy Commission there

is a slight amount of this material
that can be safely released to the

‘ environment at a plant site. An-
. infinitesimal amount may be dis-

solved in water and released, for

. example, to ‘a-river. As released

from the plant, this water will be
within the safe limits set for

. drinking water by the National

Committee on Radiation Protec-
tion and Measurements. Similarly,

. minute amounts of gaseous wastes

may safely be released  high into
the air at plant sites under con-
trolled conditions.

‘We humans have been subjected
to natural radiation since the be~
gmmng of time. It comes from
cosmic rays, from radioactive ma-

- terials in the air and earth around
. us, in the food we eat. As Merril

Y oA NN ek eV, 3 e

Eisenbud, Professor of Industrial’
Medicine at New York University, -
has pointed out, ‘unless we are-*

prepared to modify drastically our

environment and the way we live,

“future generations must contend
with no less than the same minute
but detectable levels of radiation
to which life on this: planet has
always been exposed.”

Actually we accept some in-

creases in radiation levels because’
there -are- benefits we need or:
‘want, The' advantages of medical
X-=rays in the diagnosis and treat-.

ment of disease are -too familiar
to bear repetition. The inconveni-
ence of reading a watch or an
alarm clock in the dark has been
eliminated by luminous. dials."

Atomic- energy . is perhaps the:
first great scientific advance about

- which the public ‘was informed in"

great detail, both as to benefits
and the need for careful handling

and control, before peacetime ap--
plications were developed. The’
machinery for establishing radia--
setting up-

tion standards and
regulations is already organized.

Through careful and continuing:-

studies of these .standards, the
strict enforcement of regulations,
and the inherent conservatism of -
utility engineers, we are. assured
that atomic power can supplement

our existing sources. of energy-
without contributing appreciably -

to the natural level of radiation,

The future needs of this coun-.

try and the world for new sources: 10 s
.from development of economic

nuclear power. than other areas’

of energy are compelling justifi-

cation for our national policy and.
our present efforts to develop-

economic atomic power.

Reactors That Are and Will
Be in Operation
But do not think the millenium
is just around the corner, Techni-
cally and economically our pres-
ent methods of making electricity °
are .going to be hard to beat.

- We've had eighty years to perfect’

these techniques, but we are just
beginning to learn about atomic
power. The government is operat-.

ing a number of experimental re-; §

actors. One large. power. reactor.
has. operated for .some ‘time " at
Shippingport, Pennsylvania. Two
smaller ones have been operated
in California. During the next.
year utilities - are scheduled . to
place in operation four large
power reactors. -

Like Edison’s first light bulb,
these atomic power plants are ex-,
pensive to build and operate. But
the achievement of economic
atomic power is, I believe, essen-
tial and inevitable.

In our industry we speak of the-
generation of electricity as an art.
While some may wonder at the
use of the term, I find the work,
of the engineer akin to that of
the artist. Before he begins work
a sculptor “sees” the completed
statue in the raw block of marble.
This is his ideal. His first blows
with the mallet and -chisel reduce
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the marble to a rough semblance
of his concept. Now the sculptor

begins the patient chipping away

at the rock until gradually he ap-
proaches what he had in mind, It
is ‘'work that requires great pa-
tience and considerable technical
knowledge. The skill and talent of
the artist determine how closely
_the finished statue conforms to
the original ideal.

Six. years ago we in the utility
business had only a concept of

‘atomic “power. At- that time' we
were given the .tools to shape this

new: source of energy. Our ideal

-was and is a heat source competi-

tive ‘with existing fuels. As we
knock off the rough edges of the

.raw problem, we begin to’ see

more- clearly how much is in-
volved-in the achievement of our
ideal.’

The first generation Of power

.reactors are only approximations
of the ideal we seek. Once these’
first atomic power plants are built"

and operating, we can begin the

time-consuming job of chipping-

away, at details. It is a"job requir-
ing great - patience and highly
developed skills.

new -source. of energy into a
powerful instrument of peace. The
utilities of New York State are

in full agreement with Governor.

Rockefeller’'s Committee on Power
Resources - that “New York and
other. high cost fuel areas stand
to benefit more in the long run

of the country.”
*An address by Mr.

York ‘State Federation of Women’s Cluhs,
Cornmg, N. Y

Wm. E Pollock
Adds to Staff -

William E: Pollock & Co., Inc,, 20°

Pine. St., New York C1ty, have

announced the addition to. their’

sales staff of Arthur Fitzgerald

in the New.York -office, Michael’

Ingraham in the Beverly Hills,

Calif. office, 9643 Santa” Monica-
Boulevard, and Paul Hyde in San’

Francisco, 315 Montgomery St.

Metropolitan Secs. Formed

" ST. LOUIS,. Mo.— Metropolitan
Securities Corporation has been

formed with offices at 418 Olive-

Street to engage in a securities
business. Officers are Lloyd M.

- Martin, president; Alfonso Carty,

vice president; M. A. Martin, sec-
retary; and D. C. Carty, treasurer.

Mr. Martin was formerly propri-:
etor of Metropolitan Investors.
with which Mr. Carty was associ~

ated.

‘We are- fully:.
confident that we can shape this’

Fairman before -
the 66th Annual Convention of the New.

i i B
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FROM WASHINGTON

...Ahead of the News

BY CARLISLE BARGERON

Governor Rockefeller who follow-
ing his imipressive victory in New
York in 1958, was the most prom-
ismg“ political figure in the coun-
try, is rapidly frlttermg away his
opportunities.

He is giving the impression now
that ‘his sole purpose in political
life is to wreck Nixon and in so
doing to wreck the Republican
Party. Many observers- believe
that ‘'he wants Nixon to lose the
next election and ‘the party will
then turn to him in 1964. But he
is becoming so unpopular with the

_Republican regulars that it is’

doubtful if he would have a
chance in 1964 assuming that
Nixon loses this year.

On “Meet the Press” Sunday
night . one of the panel asked
Rockefeller just what specific is-
sue it was he wanted Nixon to
speak out on. Federal aid to edu-

-cation, Federal health insurance,

just what issue it was. that he
wanted to know.about?

Rockefeller never did answer.
He said that Nixon, himself, has
said that he intended to improve
upon the present Administration’s
program after he has received the
nomination.

The fact is that Nixon is more
on record -for what he stands

‘ for than any of the nominees. I

ratrr n+ s

“am no.confidante of Nixon’s but

I can.say what his stand is on

. every question that is before the
except the farm.

public today,
problem. Aside from the fact that
he doesn’t intend to have Ezra

Benson in his cabinet, the Vice-.

President’s new farm plan is still
being worked out.

~ On a medical program for the.
aged, Nixon is for the Adminis-.

tration’s plan. This calls for the
Federal Government and the state
governments to provide enough
money so that the aged can buy:

‘ their own medical insurance.

Frankly, I don’t think it is as
good as the Forand Bill which
would tie the health plan in with
social security, but nevertheless
that is where Nixon stands. His
position® is well known. On Fed-
eral aid to education he is for
the Administration. bi:l which
would grant loans anc grants to
the states for school construction.
He is opposed to the Senate bill
which would have the Federal

Government appropriate funds for

teachers’ salaries, If that wouldn’t

bring about Federal control of

education I'll eat my hat. °

"I have never seen Rockefeller
look so futile as he did recently.

‘On one issue against the Admin-

istration everybody knows how
Nixon feels. That is the question

~of spending ‘three billion dollars

additionally for national defense.
That is what Stuart Symington is
basing his race for the Presidency
on.. Well, Nixon is against that,
but there is no secret about it.

One of the claims made in the
U-2 fiasco was that it had been
instrumental in . telling us just
what is the strength of Russia. In
other .words, this photographic
reconnaisance of Russia has told
us just how much they were
bluffing, Mr. Eisenhower is pre-
sumed to be acting on top intelli-
gence about how we stand with
Russia in the matter of defense
and the military experts of the
House Military Affairs Commit~
tee, after studying the subject for
many months, have expressed
confidence in the Eisenhower
budget requests. The committee
is predominantly Democratic.

I, for one, don’t want to see any
more money spent.on the military.
We have built up such a military
economy, as it is; that the question
arises as to whether it does not
control us!: With the Pentagon
squabbling on''how to divide up
the spoils we have almost lost
control of military spending and
run the risk of having the mili-
tary. control our affairs. That can
be as great a danger as the

- menace of Russia.

There is not the slightest doubt
that the Pentagon, also the Atomic
Energy Commission, has lobbied
against an agreement on the con-
trol of nuclear weapons. That they
have a .powerful lobby behind
them is unquestioned. A high
percentage of our economy is de-
pendent upon the continuation of
military spending. Lobbyists
working for plants which are en-
gaged  in military - manufacture
flood the town. They can give
you a thousand reasons why more
and more spending should be
provided,: In advocating more

spending Governor Rockefeller
and Stuart Symington, albeit un-
wittingly, are two.of the best of
the lobbyists.
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Manpower and Occupational

Outlook in the 1960s

By Ewan Clague,* Commissioner of Labor Statistics, United States
Department.of Labor

Government's labor expert's depiction of number of teenagers who
will reach maturity in the -1960s pay singular stress to the need
of encouraging them to obtain all the education and training possible

' —before it's too late. ‘Moreover, prior to charting the industry areas
and occupations bound to enjoy above average rates of growth,
he makes an urgent request for greatly expanded training programs,
counseling and testing and in placement services, Further, Mr. Clague
underscores points made in averring our basic problem is the suc-
cessful adaptation of our rapidly rising lahor force to our rapidly
changing economy. This not only will assist a higher national eco=
nemic growth, he concludes, but also will simultaneously help pro-
vide the highest income and preferakle job opportunities to those

with most education and training.

The world today is undergoing in
a short period of time great revo-
lutionary social and economic
changes. New nations are being
born every
year. Peoples
who have
lived in the
Dark Ages of
poverty and
stagnation are
surging forth
into the 20th
century. Pop-
ulation growth
and industrial
expansion are
the key char-
acteristics of
this develop-
ment. Rising
standards of
living are the hope and aim of
people throughout _,thtf.”»\yorld.

To the United® 'States these
changes represent a challenge and
an opportunity. For half a century
we have been a leading nation in
the world, not only in power and
prestige, but also in the living
standards of our people. This is.a
challenge in that other nations
are now joining the race for eco-
nomic well-being. It is an oppor-
tunity in that we still have the
greatest material resources and
among the best human resources
in the world. We are among the
fastest growing nations in the
world, not because our birth rate
is so high, but because our death
rate is so low, Furthermore, unless
conditions change, we are on the
threshold of another wave of pop-
ulation growth which will eventu-
ally make us one of the largest
nations on the globe. But it is not
the longer future that I wish to
discuss here now, it is the next
decade—the 1960s.

Birth rates are expected to re-
main high; it is estimated that
more than 40 million babies will
be born in the United States be-
tween 1960 and 1970. Further-
more, with new advances in medi-
cine, death rates should continue
to decline. Thus, the total popula-
tion is expected to rise from 180
to 208 million, or by 15%, over the
decade.

Surge in Teenagers Reaching
Maturity

One of the outstanding features
of the population growth of the

Ewan Clagpe

1960s will be the number of young
teenagers reaching maturity. The
number of young people reaching
18 years of age will increase es-
pecially fast—from 2.6 million in
1960 to 3.8 million by 1965, up
nearly 50% in only five years.
This large growth in the number
of young people reflects the sharp
rise in birth rates during the
early years of World War II and
the immediate postwar period.
The one million increase in the

. number of 18 year olds anticipated

between 1964 and 1965 is, of
course, the' direct result of the
unprecedented rise in birth rates
in 1947, immediately after our
armies were demobilized. These
rising numbers of young people
will have marked impact upon the
nation’s schools. We have already
experjenced in the 1950s their
pressure upon the grade schools.
Now the wave of youngsters has
reached high school age, and in
the middle 1960s, they will reach
the colleges.

Enrollments in grades 9-12
(high school) are expected to in-
crease by nearly 50% during the
1960s—from 9.2 to 13.7 million—
on top of a 40% increase during
the 1950s. College or university
enrollments will go from 3.8 to
6.4 million between 1960 and 1970,
up 70%, after a rise of 40% dur-
ing the decade just ended.

These figures are all estimates
by the U. S. Office of Education
and allow for a moderate con-
tinued rise in the proportions of
young people attending high
school and college, They also'as-
sume that the necessary teachers
and physical facilities will be
available. This is a large proviso.
Unless strenuous efforts are made
immediately to' train the needed
teachers and to plan and finance
the required expansion in facili-
ties and operations, our country
may not be able to provide higher
education. for all the qualified
young people seeking it — with
great consequent loss to the na-
tional strength and welfare as
well as to individuals concerned.

Change the Labor Force
Structure

These new young workers not
only will affect the schools; they
will drastically modify the struc-
ture of the labor force. The dec-
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ade of the 1950s has been in a
sense the Golden Age of Youth.
So far as the labor force is con-
cerned, young workers have been
the scarcest age group, demands
for their services have been high;
they have been able to command
good wages and salaries.

In  the 1960s this relationship
will be modified, though met
wholly reversed. Altogether, 26
million young people ' will enter
the labor force during the present
decade, almost 40% more’ than
during the 1950s. This will be a
far greater number than the econ-
omy has ever had to absorb in a
single decade—far more than we
have ever had to provide with

" training, vocational guidance,

placement services, safety educa-
tion, and all the other aids needed
to assist young people in the
transition from school to work.

Will there be room for this tre-
mendous number of young
workers in the usual types of
starting positions? This is a ques-
tion on which the new Occupa-
tional Outlook Handbook — pre-
pared by the Department and the
country’s chief reference book of
occupational information for use
in guidance—throws considerable
light. The answer the Handbook
indicates is that most but by no
means all of the on-coming force
of new workers will be readily
absorbed in entry jobs. Thus,
there will probably be keen com-
petition among young people for
jobs in many occupations and
geographic areas and need to pre-
pare them for moving as rapidly
as possible into positions normally
staffed by older persons. This
calls for great expansion in train-
imtgprograms, counseling and test-
ing, and in placément services to
youth. B, e

b . Al ran (3577 S e
The Growing Industries and Jobs

The demand side of the em-
ployment situation is represented
by the growth' of industries and
occupations. The Bureau has made
some broad and tentative pro-
jections of' industrial growth.
Summarized briefly, these pro-
jections indicate that construction
is one of two industry groups
where employment is expected to
rise much faster than average—
partly because of the expected
large growth in the number of
households, partly because of an-
ticipated increases in government
expenditures for schools, high-
ways and defense . purposes and
in the volume of business activity
and the levels of personal and
corporate income.

In finance, insurance and real
estate, the employment is expect-
ed to rise even faster than in con-
struction. Factors responsible for
growing employment in this area
include rising income levels, the
increasing complexity of the
country’s financial activities, the
growth of our industries, and the
movement of population from
farms to urban areas.

Above-average employment in-

" creases are expected also in retail

stores and other branches of trade;
in government services — chiefly
in State and local ‘government
services such as public education,
public health, sanitation and wel-
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fore services; and ;in othe'r.pro—,
fessional,  business, ‘recreational,

and personal services.

In the great field of manufac--

turing” which employs far more
people than any other major in-
dustry, the overall rate of increase
in employment is expected to be
about the same as in total em-
ployment. However, some
branches of manufacturing ‘will
grow much faster than others.

Agriculture is the only major
industry where an actual decline
in number of workers is antici-
pated. We expect that production
of food, fibres, and other farm
products will continue to rise but
that the number of farm workers
will go on declining. Intensifying
the job changes will be the occu-
pational -~ and industrial shifts
which will- accompany that
growth. We expect a substantial
drop in the number of farmers
and . farm workers during the
1960s. Unskilled workers consti-
tute another group which is ex-
pected to remain at about present
levels, which means a percentage
decline in relation to the total
labor force.

The occupational group which
will have the most rapid growth
in employment is, however, the
professional and technical work-
ers. The demand for engineers,
scientists, and technicians will
continue to mount. Additional
large numbers of teachers, nurses,
accountants, and many other types
of professional workers will also
be needed. For professional, tech-
nical and kindred workers as a
group, the rate of employment in-
crease is estimated at around 40%
between 1960 and 1970, half again
as large a figure as that for cleri-
cal and sales workers, the second
most rapidly growing group. Other
rapidly growing groups are.the
skilled workers, particularly
building trade crafts, repairmen
and machinery workers, and sales
workers. The increasing need for
more data on all operations in in-
dustry, business, and government
offices will lead to an increasing
demand for clerical workers —.
despite the introduction of the
new electronic computers and
other types of office automation,
which are tending to restrict em-
ployment in the more routine
types of clerical work.

Occupations That Will Expand

When the prospective occupa-
tional trends are related to the in-
formation on years of schooling,
a most significant conclusion
emerges. The occupations which
will expand most rapidly are those
requiring the most education and
training,

At the top of the scale in both
respects are professional and tech -
mcal_ workers—by far the most
rapidly growing occupational
group, as we have seen, and also
the one with much the highest
level of education. Personnel em-
ployed in this group of occupa-
tions in 1959 had an average of
16.2 years of schooling. This mearis
that, on the average, they had
more than a baccalaureate degree,
The clerical and sales group, which
ranks second in level of education
as well as rate of employment
growth, had an average of 12.5
years of schooling in 1959. Un-
skilled workers and farmers and
farm workers were at the bottom

of the scale in level of educatiop
with'- an * average of --legg than
nine years of schooling, . 7

‘Another way of looking at ‘the
relationship " of " occupation and
education is to show the propor.
tion of workers in each occupa-
tional group who have attaineq
certain educational levelg, For
example, in the professional and
technical occupations 759, of the
entire group have had some col-
lege education, and only 6% lesg
than high school education. The
proprietors and managers group
had 25% with some college educa-
tion while clerical and sales
workers had 22%. At the other
extreme among unskilled workers
there were only 3%, semi-skilled
workers 4%, and farmers and
farm workers 5%. Conversely, in
these last three groups. from two-
thirds to four-fifths of the work.-
ers had less than high school
graduation. The new young
workers coming- into the labor
force in the 1960s will be better
equipped educationally than their
parents. About 70% of these
young workers will be high schoo]
graduates and about one-fourth
of them will have some college
education. Nevertheless, there will
still be millions. of young workers
without a high  school education,
Current trends suggest that about
7.5 million of the young people
entering the labor force during
the 1960s will not have completed
high school, and that 2.5 million
will not have completed even the
eighth grade. The school dropouts
will - especially need counseling,
guidance, and placement services,
Currently, it is difficult for them
to find jobs and their situation is
likely to get worse as the number
of high school graduates grows
and job opportunities for the
partly educated shrink.,

The More Schooling, the Greater
the Pay
Furthermore, there is a close
relationship between a. worker’s
occupation and his earnings.
Workers with the most schooling
are likely to have the highest pay.
On' the reverse side, unemploy~
ment rates are higher among
those with less education. This is
due in considerable measure to
the kind of jobs (unskilled, for
example) held by those with
lower education.
. 'This finding is one more indica-
tion of the need to encourage
boys and girls to get all the edu-
cation and training possible. Par-
ticularly needed are guidance
services in the early grades, sO
tbat the children who are poten-
tial school dropouts can be identi-
fied and given special help and
gifted boys and girls can also be
given special attention. The De-
partr_nent of Labor has recently
bublished a pamphlet on school
leavers, “From School to Work.”

In conclusion, the decade of the
60’s will confront young people
and their elders with many prob-
lems. On the other hand, these
can readily be converted into
opportunities. I commented earlier
about the great economic expan-
sion which the world is experi-
encing. We are engaged in an
economic race with other nations.
We are also active in our long
continued struggle to increase our
standards of living and to elimi-
nate poverty.

The United States has the man-
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Widening P-E Ratio Spread Between Growth and
Non-Growth Electric Utilities

power resources for a much
higher standard of living during
the 1960s. We' are now producing
at a rate of about $500 billion a
year. Even assuming a modest
and conservative increase in pro-
ductivity during the coming dec-
ade, we could produce an annual
output in 1970 of over $730 bil-
lion, or an average of $3,500 per
capita, Perhaps we can do even
better than this. Our basic prob-
lem is to see if we can success-
fully adapt our rapidly rising
}abor force to our rapidly chang-
ing economy.. :

PRI

- *An address by Mr. Clague befrre the
Conference nn Occupati~nal Outlook, New
York City, May 25, 1960.

Common Stocks &
Uncommon Profits

“Common Stocks and Uncommon
Profits” by Philip A. Fisher is
now available in a revised edition.
This volume describing Mr.
Fisher’s methods of stock selec-
tion, has a completely new
chapter telling how he goes about
selecting a growth stock. Also
new ‘are the various pages in
which. he discusses such . com-
panies as American. Cyanamid,
Ampex, Beryllium Corp., Food
Machinery, P. R. Mallory,
Motorola, Texas Instruments, etc.,
reviewing the performance and
prospects of these firms that he
commented upon in the first
edition.

Particularly interesting is the
Table that immediately - follows
the “Preface to this A Edition”
—covering the 26 months’ period
between the first and the revised
editions of this book. It compares
the rise in the Dow Jones Aver-

ages for this period with the rise.

of each of the examples Mr.
Fisher used to illustrate the
various investment principles he
advocates. During a comparable

period, the average of all these-

examples increased in market

<value nearly three -times more

than the Dow Jones Averages,

. These results are even more
striking in light of (1) the con-
servative, institutional nature of
many of the stocks Mr. Fisher
cites, and (2) the recent authori-

tative = statistical  study showing.

that in 1958 57 mutual funds
averaged only 10% better than
the Dow-Jones Averages, and in
1959 they rose about .one-third
less than the Dow Jones.

The volume 1is published by
Harper & Brothers, New York,
and is available for $3.95 ‘per
copy. ;

- T. P. O'Dowd Opens

STATEN ISLAND, N. Y.—Thomas
P. O'Dowd is conducting a securi-
ties business from offices at 27
Hyatt Street.

During the past year two groups
of electric utility stocks have fol-
lowed divergent market trends.
The rapid growth issues have be-
come increasingly popular—pos-
sibly as a reflection of general

market interest in electronics and

other “romance” stocks whose
earnings are supposed to double
every year or so. On the other
hand, the “slow growth” utilities,
together with those affected by
unfavorable ' regulatory -climates,
have shown little market “oomph”
—although many of them revived
in last week’s buoyant market,
regaining ground lost earlier this
year.

Until the recent market revival,
the average “slow growth” elec-
tric utility was selling at about
13-16 times earnings, with the
higher ratios unusually reflecting
a generous dividend payout. On
the other hand the P-E ratios for
the rapid growth stocks — the

-popular Florida, Texas and Ari-

zona issues with a scattering of
others such as Atlantic City Elec-
tric and Delaware Power &
Light—have been in a range ap-
proximating 23 to 35, based on
latest reported 12 months earn-
ings. In some cases (such as
Tampa Electric, which achieved a
35 ratio) rate increases or other
factors assure a higher level of
earnings for calendar 1961 than
for the latest reported 12 months
so that the P-E ratio would be
somewhat lower if related to
calendar 1961 earnings.

This divergence between the -

two groups of electric utility
stocks reflects in part the effect of
higher money rates. Utility stocks
which are held primarily for in-
come have to compete with new
issues of high-yielding preferred
stocks and bonds. (Recently, for
example, a new pipeline 1st mort-
gage bond issue with a 53%%
coupon and a common 'stock war-
rant was offered at 100.59.) On
the other hand, many holders of
the growth issues are interested

~mainly in capital gains.

Electric utility stocks enjoy an
advantage over industrials in that
they are less cyclical—most of
them have built-in protective de-
vices—as indicated by the unin-

. terrupted gains in share earnings

for the average utility during
minor recessions in the postwar
period. Of course there are ex-
ceptions, with the sharp decline
in Detroit Edison’s. earnings in

1958 reflecting the set-back of the
automotive industry, but fortu-
nately not many utilities are af-
fected to this extent by local
business. fluctuations. . Certainly
for the industry as a whole tem-
porary changes in industrial
sales are more than offset profit-
wise by continuing gains in com-
mercial and residential business
as the result of new family
formations, sale of new appliances,
growth of air-conditioning, etc.
In the calendar year 1959 the
utilities continued to make a good
showing. The adverse effects of
the long steel strike were less
than the impact of the recession
in 1958, so that kwh sales of the
privately-owned electric utilities
showed nearly a 10% gain, with
revenues up 8.6%. Operating ex-
penses were held under good con-
trol ‘and while interest charges
reflected higher money rates, net
income gained nearly 10%. The
balance for common stock was up

‘10.7%, and after allowing for the

increase in common shares as the

‘result of equity financing and

R s . 4 Tl " e
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over last year—6.8% in January, the outlook for the electric utility °

114% in February and 10.2% in industry as a whole remains

Forms Norelda Investments

OCEANSIDE, N. Y.+Joseph Col-
ten is engaging in a securities
business from offices at 2555 Joel
Place, under the firm name of
Norelda Investments Co.

March. In later months these-in--favorable, subject as always to th
. y e
creases”have tapered off and the irregularities of local polib;;i‘cs and
week ended June 4 showed a gain regulation and the vagaries of the
of only 1%—but this disappoint- weather. -
irﬁg rre)asult was probably due to . .
‘Decoration Day holiday
which came in the following week “} ; E Burnet tO
}Bast yc}zlar. Thus, while steel opera- . N
ions have been in a rapid down- ]
;re&ndi and the weekly business Admlt Lowerre
industires have also been deterio- ' ;
rating, electric output has con- gé’ .nggliltielgen{g L. Ltower;;g will
tmped to show reasonably good W. E. Burnet & Cgarlr;e%alﬁ Sltn
galns' it P YSEY YRR st Ay epgr A ; i K/ 4
The 'industry’ continues to plan 11:‘:3 g%ﬁi %lttg’é;(mgxmc?gsggf lt/?:
fg‘;’;nf‘égu;gog{‘)“’th T an average y,werre will retire from part-
ut 5-7% in output OVer nership in John H. Lewis & C
the next three or four decades is effectil\)/e. June 30. ‘ew1s B
g‘;‘ef:‘?ﬁn?g&u ctompared with Penn Harvey, a limited partner
stry _growth rate of j,'w ‘B Burnet & Co., will with
perhaps 3-4%. In other words graw 'from the firm on J “:;6 3
output. will continue to double n June 54,
nearly every decade, involving
tremendous construction and fi-
nancing programs. Moreover, the
industry is stepping up its re-
search and development program
in atomic power, fusion, electro-
dynamics, the fuel cell, etc. In
order to improve the load factor,
increased attention is being given din
to electric heating with active -Form Omega Securities
promoti?nal campaigns, special
rates, etec. The industry is pre- 3 4
pqreé to wage a publicity battle been formed. with offices at’40
with the gas industry and is Exchange Place, New York City,
featuring its Medallion all-electric to engage in a securities business.
homes in its stepped-up advertis- Officers are Albert Herman, presi-
ing program. Thus, while some of dent; Arthur Herman, vice presi-
the growth utilities may seem dent; and Stuart Diamond, secre-
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stock dividends, per share earn-
ings gained about 7%.

The electric utilities did not
enjoy as favorable hydro con-
ditions in 1959 as in 1958, but
nevertheless reported an increase
in' fuel costs of only 8.1% com-
pared with the gain -in-kwh.sales
of 9.9%. Operating efficiency in-
creased, with the average “Btu
per kwh” declining from 11,085
to 10,920, an efficiency gain of
1,5% .contrasted with only 1% in
the previous year. Increased pool-
ing and interchange arrangements
were also helpful.

Improved labor productivity
was a factor in 1959. Despite the
usual annual increases in. wage
rates, total labor costs increased
only a little over half as much
as kwh output. Employee figures
are not available for the entire
industry, but reports for some in-
dividual companies indicate that
the number of employees is still
declining slowly _despite higl}er

rather fully priced at this time, tary-treasurer.
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plants require much less super-
vision and maintenance than the
clder ones, and the rapid increase
in the use of computers for many
branches of the business also aids
productivity. Atlantic City Elec-
tric for example, recently com-
pleted a modern data processing
center designed for some 20 years
of future growth. The center uses
the RCA 501 with its various ac-
cessories. A Farrington-IMR opti-
cal scanner scans cash stubs at
the rate of 100 per minute, punch-
ing the account number and cash
amount into RCA tapes.

Taxes Increase inexorably, but
more electric. utilities are now
using “flow through” for tax
savings from accelerated depre-
ciation, which- tends to reduce
total taxes reported. The new SEC
rules and the. tendency of state
commissions to favor flow through
means that more companies may
decide to give up normalization
in the coming year, with resulting
increases in share earnings.

What about the outlook for
1960?. The first quarter was an ex-
ceptionally good one (with the
help of some colder weather) and
average share earnings showed a
gain of nearly 2% for the 12
months ended March as compared
with calendar 1959. Moody esti-
mates that 12 growth stocks will
show an average gain of 8.2% in
share earnings for this year, while
those with slower growth pros-
pects may gain about 6.6%.

Industry kwh output in the first
quarter showed -excellent gains i
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Continued from page 3 )
ture of electric resistance heating

is: that the units can be shaped,"

positioned, and adorned in count-
less ways.-Why not let the modern
be modern in design!

Are today’s bathroom blower
units in keeping with the palaces
of- glass ‘and enamel. where. the
homeowner washes his hands? Or
do they recall the.glinting sun-
bowl with its protective cage of
wire?

~What about ceiling cable? TIs
this marvel of radiant heat — un-
seen and infinitely flexible—being
neglected because its profit mar-
gin isn’t great enough? Or what
about 'pre-fabricated ceiling pan-
els? Is the progress of this inno-
vation lagging because installa-
tion techniques are slower and
more painstaking?

‘Above all, are manufacturers
really alert to the versatility of
electric heat? In one form or an-
other, it is adaptable to any con-
dition, any situation, any prefer-
ence. Would they be wiser to
brcaden their lines rather than to
insist on baseboards where ceiling

‘cable would be better, or resist- -

ance units where the heat pump

‘ belongs? Often the best applica-

tion within a given house .calls
for more than one type of electric
heating equipment. .In the long
run, the consumer is king, or, in
this case, the housewife is queen.
Do we have to insist on short
draperies when the ladies want

Home Electric Heating—
Big Market of the Sixties

longer ones? Why not give the
lady what she wants?

If high wattage units cause wall
streaking, why not concentrate on
lower wattages, or spread the air
flow? Do heat pumps have to be
sold with little or no attention
to servicing? And must their crit-
ical testing be left to the unsus-
pecting customer?

Several of the heat pump types
marketed in my own service area
in 1959 failed to prove out to
specification . under test. Among
the product difficulties uncovered
was a case where the heat pump
performance: coincided with a
company’s. internal engineering
data—but differed radically from
published sales performance
charts! Most manufacturers were
glad to get our test results and
to respond with changes and mod-
ifications. If the manufacturers
had to suffer in solitude. I wouldn’t
feel so badly. But we have to
suffer along with them. One dis-
satisfied customer can set you
back further than dozens of sat-
isfied ones can help you!

-New Chalienges
Moving from production of heat-
ing equipment to its distribution,
electric heat poses several new
challenges. -Realignments in the
traditional distributor-dealer-con-

tractor-builder relationships are
inescapable. While I would like
to be constructive, the pattern is
not clear. However, I do know
that today Americans bake pack-
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aged cakes, buy weddings in en-
semble, vacation on packaged
tours;: and - are - socially secured
from cradle to grave by a single
tax deduction. The buyer likes to
buy complete; under a home mort-
gage he can, and will, buy more.
Some manufacturers recognize this
problem and are trying to solve
it. How the manufacturer brings
togethér the heating contractor,
the electrician, the supplier:of in-
sulation, the appliance distributor,
and so on, is difficult to foreseé.
It- means :disturbing time-honored
prerogatives and habits. It -will
require -a’ high degree of local
variation to solve the problems
that erise,

A new product in today’s con-
sumer market needs the full treat-
ment of modern promotion: mar-
ket research and pinpointing, vol-
ume advertising, sales coopera-
tion, and all the other techniques.
Manufacturers have made a good
start—but only a start.

A large part of the manufac-
turers’ advertising today is di-
rected to the trade.. While you
don’t get any back talk when you
tulk to yourself, I suggest that a
stronger appeal to the buyer
would be more productive. When
people pick their super market
for the color of its trading stamps
and their service station for the
pattern of its goblets, a goodly
part of the promotional dollar had
better be directed to the con-
sumer. :

Some otherwise effective adver-
tising on electric heat is now
diluted by its inclusion in ads on
.appliances, lighting, and so on.
Electric heat is important enough
to" spread on its own full page.
It has a marvelous story to tell.
But it must be told specifically,
forcefully, and repeatedly. This
tamrmot be  accomplished - with
tag-on references at the bottom
of ads featuring  “Live . Better
Electrically”  or “Total ' Electric
Living.”

Some recognition of this is be-
- ginning to appear. The Westing-

house television coverage of the
summer political conventions and-
fall elections will feature com-
mercials devoted exclusively to

- electric heat. The E.E.I. advertis-

ing program ‘demonstrates its
leadership role in this area in the
June issue of “Better Homes and
Gardens.” A double page spread
on electric heat is sponsored
jointly by E.EI. and the National
Electrical Contractors - Associa-
tion. This is a beginning, but we
need much more specific national
advertising directed to the con-
sumer.,

Finally, I am bold enough to
suggest that those selling. electric
heating equipment be able to
make some ‘- concessions at the
point. of sale, especially during
the pioneering period. The man-
ufacturer’s sales representative
who can wheel and deal on an
important subdivision, high-rise
building, restaurant, or school,
will - have "a head “start on the
market. - .

I cannot close my remarks on

anufacturers-without paying
them tribute. This spring in Chi-
cago, N.E.ML.A. held its First Na-
tional’ - Electric’ ' House ..Heating
Symposium and Exposition. Five
or six hundred was expected.
Nearly three thousand came! This
response, and the quality of the
program, demonstrate that man-
ufacturers .are becoming  alert to
their cpportunity. I have full
confidence that the manufactur-
ing genius which mazde possible
the marvels of today’s. electric era
will rise .to the needs of  to-
MOrrow,

Are Utilvities Aware of the
Great Opperiunity?

Do the utilities fully appreciate
the oopcriunity of electric heat?

" I can’t for the life of me under-

stand why we are not more ex-
cited about it.

« = The “Electrical World”. Heating .

Survey estimates annual revenues.
from houses now heated ‘elec-
trically at $225 million. The vol-

ume is expected to increase six
to seven times in ten years.

- How are we meeting this oppor-
tunity? Perhaps self-analysis will
prove more difficult than sizing
up the other fellow. .

To begin with, have our engi-
neers and rate people evaluated
the heating kilowatthours gnd the
corresponding cash that will flow
into our tills? Or do they tense
up. over the load, it imposes on
our generators, transmission lines,
substations, and distribution  net-
works? If we are honest, we must
admit that they have been tra-
‘ditionally conservative, and some-
times short-sighted. I am re-
minded of the professor at one of
our great schools of technology
who wrote in 1897: “After a thor-
ough investigation, I find the elec-
tric light a failure.” As one of my
colleagues says, the electric light
and power industry has been
“failing” its way to success ever
since.

People tell me that the flat iron
posed a real stickler to our dis-
tribution engineers—five-hundred
watts in a single device that could
come on our lines anytime mama
wanted to sharpen the crease in
papa’s pants! And Tuesday morn-
ing. when the bright pennants of
clotheslines become loose mounds
of fresh, but wrinkled, clothes—
at no little cost to mother’s back
and arms — Tuesday would be a
day of burned-out services, trans-
formers, and secondaries.

Is this picture overdrawn? Or
have we too often shrunk before
our opportunities? Did we balk at
the idea of tarnishing our power
factor and sacrificing the good
name of our voltage with motors
for washers, clearners, refrigera-
tors, air conditioners?

In our companies we need
more schooling on-tolerance; tol-
erance of loads, big, little, and

medium—Iloads that strain our in-

. genuity as well-as heat our cop-
per — loads that make us fret
about peaks; capacity, and reserve,
We want our rate of people: to
be equally tolerant, equally un-
derstanding of these loads and
opportunities. As much as we
.urge them, our manufacturing
friends cannot provide all the
answers, Many of us in the utility
industry have an electric heat
pricing problem—a problem made
more difficult by rate traditions.

Fresh Viewpoint Needed

The all-electric home provides
a test of our willingness to price

our product in a way to continue
the expanding use of electricity
which has marked our history,
and ‘to meet our competitive
needs. We should approach the
problem with a fresh' viewpoint.

It is important to keep in mind,
too, that the all-electric home has
a much higher general service
use. A recent study by the TVA
showed ‘it to be nearly double

WE MAINTAIN TRADING MARKETS
AND HAVE POSITIONS ‘IN -
COMMON STOCKS OF:

Central Electric & Gas
Central 1llinois El. & Gas
Central Indiana Gas

Gas Service Company
‘Indiana Gas & Water '
Iowa Public Service
Iowa Southern Utilities

Wi_ﬂiam A. Fuller & Co. |

Members of Midwest Stock Exchange

v

‘manufacturers_see their business

* Pacific Power & Light
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that of an ordinary residence
This additional use is an impoy.
tant bonus to take into account
when pricing electric heat,

Companies with summer peaks
may find that little or no gener.
ating capacity costs need be gs-
signed to the space heating de-
mand. A first step in the pricing .
process may well be an incremen.
tal cost evaluation.

But I leave the debate on in-
cremental costs, promotional. pric-
ing, and cost of service studieg to
the technicians. - It is sufficient fop
us to expect that whatever the
theory, whatever the technique,
whatever ‘the underlying philoso-
phy, our rates of charge will pro-
mote and not retard electric heat.
We now have a sales opportunity
greater than all of today’s appli-
ances rolled into one. What we
must. decide is whether we can -
face up to the pricing problem on
a basis that will yield a constantly
widening horizon of opportunity
for electric consumption.

Our sales people appreciate
the opportunities which lie ahead,
They know first hand the chal-
lenges and the competition. They
know about the gas industry—up
on its toes and slugging for the
business with a $30 million com-
bined local and national promo-
tional budget. They know that air
conditioning, automatic cooking,
and refrigeration no.longer come
on a silver platter tied up in blue
ribbons. They recognize, too, the
pressure for the consumer -dollar,
They know that even with pro-
motional pricing, electric heating
is going to cost more,

Public Pays for Its Wants

But our sales people also know
that the American ‘public pays for
what it wants. Examples are
everywhere. Fred Borch told our,
spring. E.E.I. sales conference:
“Last year the swimming pool’
business, at $700 million in sales,
was as big. as the electric range
and vacuum cleaner businesses
combined: and, swimming pool

soaring to $1 billion in 1960.”

* Look at the improvements in
cars the people pay for so cheer-
fully — I refer to the automatic
transmission, power features, and
free wheeling on this model. The
annual depreciation alone—I am
still talking about the car—would
pay for heating a couple of homes
electrically.

I believe to promote success-
fully in this kind of .competitive
market, utilities really have to
wake up and get up!

What, speécifically, is their role
in promoting electric heat?: The
format has been pretty ‘well de-
fined by the many companies that
are . already making headway.
They have learned .that you need
to organize the market, educate
the trade, advertise to gain ac-
ceptance, sell hard in whatever

Lake Superior Dist, Pwr.
- Madison Gas & Electric

Northwestern Pub. Serv,
‘Otter Tail Power.Co.

Portland General Elec. .
Wisconsin Power & Light
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‘builder,
-lender, appraiser, and FHA of-

‘stated
: leadership.

- 'what we say.
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manner requ1red and make sure
the customer is satisfied.

Just what is meant by organ-
izing the market?
. The electric heat market ig
composed of many elements, each
with varying degrees of 1nterest
These include not only the manu-
facturer, distributor, architect,
heating contractor electr1c1an and
but also the mortgage

ficer. - All need to be organized
into 'a unified effort if - electric
heating is to be successfully pro-
moted.. There is no set formula
to get these various factors pull-
ing. together. Your organization
can do -more-in  its own back~-

-yard than any packaged, sure-fire

scheme I might describe, The job,
simply, is one of basic

Need of Education
And leadership requires knowl-
edge — which brings us to the
second important function of the

‘utility—to educate the trade. But

before we educate others we must
first educate ourselves.: “House
and Home” magazine has made a
substantial ‘ contribution - to the
electric heating business. - As Ar-

thur Goldman, their Director of
" Marketing, recently. said:.
‘you start promoting total electric
living, you are pitching- for. the"
“whole house and you have to be=

“When

”

come a total house expert. . ..
Telling youy story is not, in my
opinion, simple. You tell it to the

 entire market, then separately to

each part of the market, then you
start all over again.

For instance, in my own com-~
pany we ran a six-week course on
electric heating. fundamentals for
700 electrical contractors. Later,
we repeated it for 300 more.

the electric heat customer is sat-
isfied. We don’t make the equip-
ment; we' don't install it. But‘as
surely’ as we promote electric
heat, our reputation — and to a
considerable extent -our ‘- public
relations—are on the line with its
performance. ‘Obviously, we can’t
underwrite  the' entire business.
What we do to keep the customer
satisfied will vary greatly with
the local conditions.- What is" im-

-portant-is that we put our finger

on the problems and do some-
thing about them. :

Most of what I have said has m
been -directed to' the -residential

‘side of the-electric heat market.
Applications: in commercial, in-,
dustrial, and institutional build-"

ings are equally promising - and
diversified. The development.of
this market is similar to the resi-
dential,  with perhaps a  little

more staff needed to advise archi-
tects and. consulting engmeers on
technical problems.

When one considers the dlmen-

. The Commercial and Financial Chronicle

sions of the electric heat market
for both manufacturer and utility,
as 'I' have’ done, it is easy to un-
derstand why many students of
marketing call it one of the great-
est opportunities ever offered to
our-industry.

I am sure that all of us sense
this opportunity; my purpose has
been merely to stimulate aware-
ness into action. :

I ‘have raised some questions
and made some comments to
manufacturers regarding design,
performance, marketing, and pro-

motion. Essentially, I suggest,that
they be modern in the way they
handle this modern product. ;

I have raised some questions
and made some comments to util-
ities .about pricing and promotion,
about organizing the market, edu-
cating the trade, advertising the
electric heat story,
whatever level the market needs
selling, and above all, keeping
the customer happy. Essentially,

‘these suggestions are simply ap-

selling at:

plications of modern marketing
methods to a modern product.

If manufacturers and utilities
appraise this market for even a
fraction of its potential, if they
approach it with a positive atti-
tude, if they meet it with modern
methods — electric heat is bound
toi be the “Big Market of the
Sixties.”

e

*An address by. Mr. Ayers before the
28th Annual Convention of the Edison
Electric Institute, Atlantic City, N, J.,,
June 7, 1960.

Morris Plotnick Opens

‘Morris Plottiick 'is conductmg a

securities business from offices at

%352 Walnut Avenue, New York
ity.

H. J. Meininger Opens
Henry J. Meininger is conducting
a securities business from offices
at 26 Broadway, New York City:
‘He was formerly with Arnold
Malkan & Co., Inc.
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Richardson Chmn.
Of Tax Committee

The New York Chamber of Com-
merce has announced the election
of Mark E. Richardson, partner
of Lybrand, Ross Bros. and Mont-
gomery, as Chairman of lts Com-
mittee ‘on Taxation.

Mr. Richardson succeeds Benja-
min J. Buttenwieser, limited part-
ner of Kuhn, Loeb & Co.

" Also elected to the Committee

‘were A. A. Buzzi, Vice-President-

Finance .of the Shell Oil Co.;

_Lawrence C. Marshall, Executive

Vice-President of the Chase Man-

‘hattan Bank; Cushman McGee,

partner of R. W, Pressprich & Co.;
Paul E. Nye, partner of Price,
Waterhouse & Co.; and .Harold
Riegelman, partner of Nordlinger,
Riegelman, Benetar and Charney.

Keep in mind, the lender buys

the home before the owner does.
So we held dinners for several
hundred bankers and mortgage
loan officials, and we expect to
hold more. In addition, we have
a program of personal and mail
follow-up with these people. We
didn’t neglect the Society of Res-
idential Appraisers, either — re-

Resea,roh

member, they are the eyes of the’

. lender.

We talked to' the- Soc1ety of

* Architects and, of course we lose

no opportunity to contact them

. individually.

We ialked, among others, to the
motel association; the .apartment

- builders association, a half dozen,
" real -estate boards, and even a

lumber dealers’ group.

The third part of the utlhtys
marketing program is to advertise

full time

electric heat to gain ‘customer-

- acceptance.” Here we have a de-
. cided advantage.-Customers. in our
. -service area have confidence in
If we are solidly.
- behind a product, they are sure it.
-w.will; ‘be-wa- goed- one.:
- words, as they say in the adver-

tising trade, there is an image of

. .truth and reliability.

With this kind of friendly at-
mosphere, what we need is to
spend sufficient dollars to get our

In other ... .

story across to the consumer. It

' might be well to have the ‘pro-

grams tie in with manufacturing
and trade advertising, or form -a
basis on which trade advertising

* can build. However it’s done; the. -

utility has-a prime responsibility
for creating consumer acceptance
and action at the local level.

“Sell and - Sell Hard”

- A fourth utility responsibility
in developmg the electric - heat

- market is to sell and sell hard.

This means an aggressive force of
field replesentanves thoroughly
trained in all phases of building.
_They must be able to. work with
customers, architects, builders, and
contractors. They are not selling
an impulse item but a product
which has to be sold on the basis
of its advantages. Furthermore,

* ‘they need to be equipped with-
- effective  promotional

.close the .sale.

Flnally,
{formative stage, I believe- that it
is up to the utility to see to it that
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It’s a business axiom at
Gen Tel that “tomorrow’s
growth will come from
today’s research.” '

That is why youwll find more than 3000

Telephone & Electronics. -

through sight and sound.

General Telephone Directory Company
Automatic Electric Company

Leich Electric Company

Lenkurt Electric Company, Inc.
Electronic Secretary Industries, Inc.

. Sylvania Electric Products Inc.
Lighting Products Division
Photolamp Division
Semiconductor Division
Parts Division
Electronic Tubes Division
Electronic Systems Division
Chemical & Metallurgical Division
Home Electronics Division
Argus Cameras Division

scientists and engineers busy every day
in the 24 laboratories of General Telephone
& Electronics Laboratories. Incorporated.

This large and growing technical staff is
engaged in two kinds of projects: the
development of new fundamental informa-
 tion in the basic sciences, and the applica-
tion of that information to further.improve
the products and the services of General

Their efforts are just another example of
how General Telephone & Electronics
brings together the talents of many.people
and the facilities of many companies —
all working to advance: communications

By .developing. new methods and new . . . .
~ products for home and industry, General = ‘
-Telephone & Electronics is working for -

what it believes is bound to be—a growing’

future in a growing America.

General Telephone & Electronics Corpora-
tion, 730 Third Ave., New York 17, N.Y.

General Telephone Operating Companies. .
General Telephone & Electronics Laboratories Incorporated
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‘Analysis of Future Trends

~In the Investment Market

By Curtis V. ter Kuile*

Present disturbances constitute an insufficient reason to dissuade
investing. in carefully chosen issues according to Mr. ter Kuile. In

touching on favorable and disqu

ieting factors affecting the invest-

ment climate, the author selects particular issues in each major

investment category to illustrate

his thesis that investment oppor-

tunities are present today.

During the past months there
have been an increasing number
of inquiries as to possible future
trends in business and the securi-
" ties markets.
Thereare
;certaindis- .
turbing ele-
ments. One of
" these is in the
*0il business.
+Much has
been written
“and said about’
over pro-
duction and
the possibility
that new fuels
may replace
petroleum. In
the oil indus-
try, however,
there are many who feel that
although there may temporarily
be an over supply of certain nrod-
ucts, yet these problems could be
better handled if the leading oil
corporations ‘were permitted to
manage their business themselves.
Last year the Department of the
Interior was given authority to
police the oil industry, particu-
larly as to imports, and its rulings
in that regard are believed to
have confused the oil situation,
which had been kept in balance
as to production, refinery runs,
and. imports,- by experienced
executives. Moreover, it is felt
that a sufficiently firm hand has
not' been ‘used by our Govern-
ment on Cuba and Venezuela,
where taxation and other actions
have tended to interfere with our
petroleum business.

Curtis V. ter Kuile

Contrasts Oil Earnings and
Price Per Share

However, the oil situation is
not as dark as it may seem, With-
out attempting to influence in-
vestors, it may be pointed out
that Standard Oil (New Jersey)
earned a higher net income in
1959 than in 1958 and its March
quarter net income was slightly
higher than that a year ago, yet
the shares are selling at the
lowest price since 1955, Texaco
earned 44.8% more per share in
1959 than in 1954, 12.2% more in
1959 than in 1958, and 6.2% more
than in the March quarter of 1960

than in the same quarter of 1959,

Yet TX is 'selling 'near the low
since 1958,

Another disturbing situation to
investors has to do with the re-
lations between our Government
and the Communists, particularly
in Russia, There has been much
discussion about atomic bombs
and missiles, and .many persons

* have become apprehensive over
the possibility that some foreign
country mignt suddenly attack
the United States and use these
weapons. In fact, “Fall-out Shel-
ters” are advertised at $1,485
ready to be installed in the
ground.

Not wishing to attempt to de-
preciate the chance of enemy
attack, it may be mentioned that
the author wrote an’ article in
February, 1951, entitled “Atomic
Bombs and Investments” which
dealt with this possibility. In nine
years there has been little change
in the repetition of threats against
us. Americans should remember
that we are a strong nation, with
enormous . productive = resources,
plenty of courage and national
pride. We also have all of the
latest types of weapons. We are
practically surrounded by a wide
ocean. Whereas it would be very:
easy for an enemy to spring a
surprise attack, an attempt to fol-
low it up with an invasion of any
kind would be quite a. different
matter. Knowing our industrial
strength, our resources and the
past performances of our armed
forces, one must know that the
consequences to such an enemy
would be severe. That is the rea-
son why, despite threats, we are
still at peace. There is no sound
reason for believing that the
United States will be at war with
any foreign country in the forsee-
able future. Therefore, let us ar-
range our investment program on
that premise.

Premises Investment Program

On Supposition of No War

To begin with, in the case of
most institutions, certainly U. S.
Government securities remain the
premier investment, They are evi-
dently low in price today. The
U. S. Treasury 4%s due May, 1985,
are selling at 101, which is a
4.15% yield. Treasury bonds are
exempt from taxation by the

WESTERN LIGHT & TELEPHONE COMPANY, INC.

Creat Bend, Kansas

Tii:‘::oﬂ':: Diversified utilities in a
diversifi 3
NATURAL GAS ers led aEes
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states and that can be quite an
item.. Some of them, such .as the
Victory. 2%s' due December 15,
1972 selling at 87%, may be
turned in at par in payment of
estate taxation.

In the corporate market there
seem to be some excellent bar-
gains. One may purchase a Aaa
Mountain States Tel. & Tel. 5%
bond due in 2000 at 104 to yield
over 4.78%, whereas ‘at the top
of the bond market of 1946 this
same type of bond would have
been oversubscribed on a 2.80%
basis. Another odd thing is that
so many high grade bonds yield
almost as much for a one year
maturity as for twelve years. For
example, U. S. Treasury 2ls due
November, 1961, yield 3.41% and
the. same .bond due September,
1972, yields  3.87%; ©only 0.46%
more. NorthernPacific Equipments
yield 4.50% whether due in 1963
or in 1975." - - :

People are always buying bonds.
Each week -over '$26,000,000. of
corporate bonds are traded on the
New York Stock Exchange alone,
to say nothing of possibly three
times' that many traded in the
Over-the-Counter market. Some
institutions must invest premium
and other income steadily. They
also . maintain percentage ratios
of various types of securities. And
they sometimes find themselves
required to invest money, for
example, in the stock market at
a time when it may be selling at
a high level. However, most in-
vestments can be made at such
times as the investment commit-
tee, or the individual, feels that
the time is right for that par-
ticular purchase.

In this connection, certain
things would appear to be self-
evi‘ent. One of these is that the
stock market is pretty high. The
New York “Times” average of
50 stocks is at 381.02 and the all-
time high was 428.00 only, last
August. Such a situation  would
seem to suggest caution in the
selection of stocks. Yet, because
of the steady increase in the
population, improvements in ma-
chinery, farming practices, medi-
cine, working conditions, old-age
assistance, pensions and longer
vacations, the economy could well
continue it’s upward trend, There-
fore, one may invest in certain
carefully selected groups of stocks
with confidence. There are some
excellent food, utility and oil
stocks available ‘at yields from
4.25% to 5.00%.

However, one should not over-
look the fact that we are now in
the year of a Presidential
campaign, People may therefore
expect all sorts of upsetting news,
charges and countercharges, criti-
cisms of our defense policy, and
the conduct of our affairs both at
home and abroad. After the elec-
tion most of the disturbance will
disappear. There will probably be
little change in our pattern of
life, regardless of which party
wins. We can hope for lower
taxation.

Favorable Factors and Indefinable
Uncertainties

There do not seem to be any
unusually dark clouds on the hor-
izon. Carloadings have been de-
clining, but the reported figure
might be very much higher if
truck and air freight loadings
were included in the total, as they
should be. The output of elec-
tricity is steady; housing starts
are fluctuating normally. Certain
fundamental indications of pros-
perity are evident. Apparently
there are too many time payment
contracts outstanding, but if the
cost of borrowing should go lower,
and if by chance individual in-
come taxes were reduced, then
the need for personal loans and
time payments would also dimin-
ish. No country can be considered
to be in real economic danger

with' plenty -of grain, oil; coal, -

wood, iron ore, cotton, wool, and
other necessary commodities.
Despite these . favorable indi-

cators, however, businessmen are
aware of an “indefinable uncer=
tainty” in the economy. Perhaps
it is related to the large n_umbgr
of new automobiles standing in
dealers lots,. or the enormous
amounts of food, cotton and other
products in government storage.
But it is more likely to be based
on apprehension over the great
increase in public and private
debt in our country. The figures
on our national debt do mot pre-
sent the full story, because they
do not include subsidies on hous-

ing, shipping, guaranteed mort-

gages, or commitments to.supply
goods and services to foreign na-
tions. From all reports it would
seem that if the present trend on
subsidies and guarantees is not

brought to a halt, it can only -

mean increased Federal taxation.
As it is now, it is noticeable how
many large corporations are turn-
ing in reports of record breaking
sales, but the net income, afler
the high wages, higher cost of
materials and. present income
taxes are deducted, comes out at
less than in the previous fiscal
period.

It is difficult to find bonds that
have been outstanding on the
market which have been there all
through the hectic times from
1929 on up to the present. Yet
son & Topeka & Santa Fe general
there are a few examples. Atchi-

mortgage 4s due 1995 were selling

Moody
Rating

Standard Oil (Indiana)

3% % convertible S.F. Deb.. .

*Baltimore Gas & Electric

4Y4 % convertible Debenture

Phillips Petroleum

4% % conv. S.F. Subord. Deb. -

4% convertible Debenture._

*Niagara Mohawk Power

4% % convertible Debenture

A
A *Consolidated Edison
A
A

Atlantic Refining

4% % conv. S.F.Subord, Deb.

*Legal for savings banks in the

|The situation with municipal
bonds has been similar to that of
the corporate market. They have
experienced market fluctuations
implemented by increases and de-
creases in money rates and of
income taxes. In August, 1930,
one could purchase State of New
York 4% bonds due in 17 years
to yield 3.70%. In 1951 State of
New York 1.60s due 1992 sold on
a 150% basis. Today State of
New York 33%s due in 1989 vield
3.45%. City of New York 3s due
1980, listed on the New York
Stock Exchange, have had a range
of 12514-81 18/32 since they were
issued, the low price being re-
ported in this year 1960, At pres-
ent they are selling at 87%. In
April, 1946, the Dow-Jones aver-
age of twenty 20-year muncipal
bqnds registered an all time low
yield of 1.72, yet on Jan. 11, 1960
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at 92 on March 22, 1929 Since
then they have sold up t¢ 141 in
1946, but they are gbout 92 noy,
Chesapeake & Ohio genera] mort-
gage 41%s due in 1992 were selling
at 95 in March 1929. Since theq
they have been up to 1513, put
today they are around 961, The
New York Gas & Electric Light,
Heat and Power purchase money
4s came through the whole de-~
pression with a range of 1191~
87% until they were paid at ma-
turity in 1949.

The purpose of showing thege
data is to point out the obvioug
fact that investors who purchase
sound bonds with courage in timeg
of doubt and high money rates,
such as in 1929 and today, had by
{ar the better of it in the long run,

There .is' one type' of securify
that could well be included in the
portfolio of almost any institution
or.individual, not only in the hope
of - capital . gain, but -also ag a
hedge against a severe decline in
the stock market. We are refer-
ring to convertible bonds. These
vehicles for investment usually
tend to rise steadily along with
the market for the stock into
which they are convertible, but
they rarely decline below their
intrinsic worth as a straight non-
convertible bond. Carefully se-
lected convertible bonds. are now
selling in a buying range. It is
suggested that investors study the
merits of the following convert-

ible bonds: il
Maturity  Market gt
10/ 1/82 9815 3.54%
7/ 1/74+ 113 3.76%
2/15/87 107 3.97%
8/15/73 106 3.77%
2/ 1/72. 111 4.17%
8/15/87 10134 4.42%

State of New York.

that yield hit an all time high of
3.84% and it is 3.58% now. What
other proof is required to show
that municipal bonds are in a
buying range today.

*The writer is a graduate mechanical
engineer, Cornell University. He has been
engaged in engineering and . the invest-
ment Lusiness for many years and is a
member of the Cornell Engineering So-
ciety and the New York Society of Secu-
rity Analysts,

With B. C. Christopher

(Special to THE FINANCIAL CHRONICLE)
KANSAS CITY, Mo.—Ludwell G.
Gaines III has become affiliated
with B. C. Christopher & Co.,
Board of Trade Building, mem-
bers of the New York Stock Ex-
change. Mr. Gaines was previ-
ously with H, O, Peet & Co. and
prior thereto with Merrill Lynch,
Pierce, Fenner & Beane in Akron.
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PURE adds 379 produci

The Pure Oil Company gains important
new oil reserves, pipelines, and
prospective fields in its purchase of
Woodley Petroleum Company’s assets.

Three hundred seventy-nine oil wells,
delivering over 10,000 barrels of crude
oil a day, are just part of the assets
PURE acquires with the purchase of
Woodley Petroleum Company.

PURE receives Woodley oil reserves
of over 70 million barrels of crude,
of which 64 per cent is in the United
States and 36 per cent in Canada.
These supplement PURE’S own esti-
mated reserves of 511 million barrels
of crude, condensate and natural gas
liquids in the U. S. and 20 million
barrels in Venezuela. |

THE PURE OIL COMPANY, 35 E. Wacker Dr., Chicago 1, IlL.

@://fraser.stlouisfed.org/

The Commercial and Financial Chrenicle

In addition, PURE has natural gas
reserves estimated at 2 trillion, 194
million cubic feet, not including the
70 billion cubic feet of reserves ac-
quired from Woodley. ' E

Other properties acquired from
Woodley include leases and options
on 600,000 net acres for future
exploration: a minority interest in a
refinery in the Twin Cities area, and
interests in three crude oil pipelines
totaling 530 miles in Saskatchewan
and Minnesota.

PURE is happy to welcome the ex-
perienced, competent employees of
Woodley into its organization. Acqui-
sition of the Woodley properties
represents an important step forward
in PURE’s program to expand its
crude oil production and reserves.

(2597) 25
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YOU CAN BE SURE WITH PURE
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Management’s Primary Role

In Assuring Plant Safety

By J. Theodore Wolfe*, President, Baltimore Gas and Electric Co.

President of a large ulility predicts industrial accidents will con-

tinue ta occur uatil management

decides they shall be eliminated;

/makes known its decision right down the line; refuses to delegate
respoasibility to a statt department; accepts and fully works with
its safety specialists; and ends any prelense or lip service. Mr.
Wolfe bluntly peints out management errs when it budgets or ex-
pects a tolerable lavel of accident frequency. He shows this tends
to breed accidents and fails to take in the totality of costs, such as
lost time, as well as human values. Getting down to specifics, the
industrialist suggests an 11 point program for management to adopt.

Safety is a subject close to my Instead, the number of disabling
heart, but not closer, I am glad injuries was eight. '

to observe, than it is to the hearts 1
of those who direct the affairs nomenal reduction

of the Edison
Electric Insti-
tute. The very
fact that it
has been in-
cluded as a
topic for dis-
cussion at this
general ses-
sion is an in-
dication of the
high degree of
importance at-
tached to it by
the leaders of
our industry.
Usually, the J. Theodore Wolfe
subject of : -
safety is relegated to the commit-
tee room or, at best, to the sec-
tional conference. I am impressed
by the fact that this is the second
time in four years it has been
discussed’ at EEI's Annual
Convention. :

Thirty years ago-—in:1930-»312.
employees. of the -Baltimore Gas’

and Electric  Company. suffered
disabling injuries resulting from
accidents on the job. We defined
a disabling injury then as we do
now: any accident which results
in death, or permanent disability,
of whatever magnitude, or which
involves the loss of eight of more
consecutive hours from work. In
1959, with 'many more employees
on the payroll, had the accident
frequency rate been the same as
in 1930, 460 or our employees

would have suffered such injuries.

What caused this rather phe-
in accident
frequency over a period of just
three decades?

The short answer is simply this:
Management recognized that it
had a responsibility for the safety
of our company’s employees and
decided to discharge that respon-
sibility.

Now, I do not wish to minimize
the importance of the work done
by our Safety Division in: de-
veloping safety manuals; organiz-
ing cooperative and competitive
safety programs; suggesting im-
proved methods and better tools;
helping to determine the cause
and cure for each accident im-
mediately after its occurrence;
publicizing the importance and
the requisites of safety; and in
otherwise assisting; in - countless
ways, in the achievement of man-
agement objectives.

Indeed, one of the first acts of

Management following its accept-
A anagen

ance "of “the responsibility - for
safety was to establish an effec-
tive Safety Division; and I would

‘be remiss if '1°did hot pay tribute

to the outstanding work done by
my iassociates in this division. No
company of our size can achieve
its safety objectives without the
persistent and intelligent aid of
cafety specialists.

Nor do I want to overlook the
significant contribution made by
the Accident Prevention Com-
mittee of the Institute, in con-
ducting safety conferences, in
exchanging information on

Whirlybirds

give wings to
Puerto Rican

power

Over rough ground and fertile plantation
acres in Puerto Rico, helicopters

" place poles and string out new power wires

R N2 PRSP

GOVERNMENT

P. 0. Box 4591,
San Juan, Puerto Rico

at a rate up to nearly five miles a day.
This airborne technique saves
.much time and money in building
«: +. + the eleetrie system vital to  :
the Commonwealth’s industrial
evolution. New power-grid construction -
’ last year was 709, greater than in -
- 1958, and use of electric power in Puerto

Rico rose at nearly twice

the U. S. average rate of growth.

- .This power-system construction is

partly financed by bond issues of the
Puerto Rico Water Resources Authority,
whose debt service requirements were
covered 1.75 times by revenuesin 1959,

. - The bonds are exempt both from
U. 8. federal and state income taxes. They
merit consideration for their sound security
and liberal yields. Your own bank or
investment dealer can give you full information,

DEVELOPMENT

BANK FOR PUERTO RICO
Fiscal Agent for the Puerto Rico Water Resources Authority

45 Wall Street,
New York 5,.N. Y.
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methods and results, in preparing
training programs and materials,

in..recognizing meritorious:

achievement, and in numerous
other ways. The concern for
safety expressed through the
work of this committee has been
a major factor in reducing acci-
dent frequency in the electric in-
dustry from 14.02 in 1949 to 6.06
disabling = injuries per miliion
man-hours in 1959, ;

It’s a Managerial Must

What I am trying to say, at this
point,is that industrial 'accidents
will never be eliminated, nor
further reduced in frequency to
any substantial degree, unless
and until management first de-
cides that they shall be elim-
inated, and then makes its de-
cision known—not just to the
safety supervisor or safety en-
gineer, but to the entire line or-
ganization, including all of the
company’s employees.

The  responsibility for safety
cannot be delegated to a staff
department. It is part of the job
of every officer, every depart-
ment head, every foreman or
group head, every individual
worker, to prevent or avoid ac-
cidents. Unless that fact is clearly
impressed upon and kept fresh
in the mind of everyone, we shall
never overcome the devastating
waste of human and economic
resources which is the end prod-
uct of accidents. And it is use-
less to talk about improved tech-
niques, better tools, or any of the
other paraphernalia of a modern
safety program.

Now, what I have said thus far
is. doubtless rather trite. One
would have to search pretty hard
to find an intelligent manage-
ment which did not admit to. its

responsibility for safety. In this-

enlightened: era, being for safety
is like being against sin. Both
stances are among the required
marks of respectability.

Yet, when I look at a chart
which tells me that, for the year
1959, there were still 6.47 dis-
abling injuries for every million
man-hours worked in American
industry, and when I see that the
accident - frequency rate in my
own industry was not riiuch better
than the average for all industry,
being 6.06 for electric utilities, I

- SN e ettt .

cannot help but wonder if there
aren’t too many managements

which are.giving only lip service-

to this particular responsibi]ity.

You all know of the proverbial
preacher who regularly lectures
the faithful on the evils of non-
attendance, never reaching the
ones who are guilty of skipping
church.  Lest any one conclude
that I am making a similar mis-
take, let me point out that, while
there are many companies in the
electric industry with truly out-
standing records, there are even
more with very poor records, in-
deed. Among the 180 companies
reporting. their 1959 accident ex-
perience ‘to EEI, 52 reported a
frequency above the industry
average, 33 of these were more
than 50% above . the industry
average, 17 were more  than
double the industry average, and
5 had the dubious distinction of
reporting accident frequencies
from five to nine times the indus-
try average. - I would not have
you' think, however, that these
remarks are addressed solely to
companies with accident frequen-
cies above the industry average.
Among the companies with better
than average performance, there
is need for plenty of improvement
before the electric industry can
take its place among the exem-
plars of industrial safety, as an in-
dustry so deeply imbued with a
public conscience certainly should
do.

Perhaps too many managements
in our industry are trying to dele-
gate to staff departments a re-
sponsibility which properly be-
longs with themselves and with
‘the line organization.

There’s No Tolerable Accident
Level

Or perhaps the fault lies in the
measure by which management
estabilshes its  safety objective,
With the record of the past con-
fronting us, it is not unnatural for
management to assume that a cer-
tain number of accidents is inevi-
table. Let me confess, in preparing
these remarks, I caught myself
thinking of a phrase “tolerable
level of accident frequency.”

There is no such thing as -a
tolerable level of accident fre-
quency, unless it be zero. In pre-
paring an.earnings estimate or a
balance sheet, the accountants
may insist upon a - contingency
provision for the cost of injuries
and damages, but management
makes a mistake when it budgets
a given number of accidents,

Those of us who are baseball
fans know that Hank Aaron of the
Milwaukee Braves led both major
leagues with a batting average of
.355 last year. Based upon that

‘Tecord, each time he goes to bat

this year, the odds are nearly two
to one.against his hitting safely.
But does he budget a given num-
ber: of strike-outs or pop-ups? I
don’t know the answer, but I dare

~ : say that the best hitter in base-

ball intends to hit safely every

time he steps up to the plate. - .

“... Again referring to the 180 com-
. panies reporting to EEI last year,
. I:find 17 which reported no dis-
" "abling ‘ injuries ' and' ! five others

which reported less than one acci-
dent” per miilion man-hours

' worked. Do the managements. of

these companies budget a given

number of accidents each year? [

.do know the answer to that. And

I suspect we all know i,

The“pla’in fact is that, in dis-
charging it responsibility - for
safety, there is only one right
objective for management to set—
and that- is the complete elimina-
tion of accidents.

True, this objective may never
be ‘attained — just as no baseball
p‘layer will ever hit safely every
time he goes to bat — but any
lesser objective, set as a mark of
achievement, will tend, to breed
accidents rather than prevent
them. . .

That is not merely a rhetorical
statement. It is made after much
thought, even soul-searching, on
my part. It is made in the face
of a rather sobering . experience

- of . EEl’s

I suffered last year, In the first
10 months of 1959, our compan
had incurred only three disabling
injuries. About the first of No-
vember, I agreed to appear on thig
program. There followed immedj.
ately a series of accidents, totalin
five in the next two months, 1
assure you, there was no letdown
in our efforts to promote safety,
One could almost say that thogse
accidents just happened, If I 'were
inclined toward - superstition, I
might conclude that it is g grave
mistake to talk, or agree to talk
about. safety. . Certainly, I haye
had - to .ask myself, again angd
again, does it really make sense
to strive for the complete elimi.
nation of accidents? But the an-
swer ig always, “Yes.” It ig the
only objective which doeg make
sense. Once accept the Proposi-
tion that accidents — some accj-
dents—are inevitable, and the war
against them is already lost.

I have been told by some of
my {riends in industry that to
set as a gcal the complete elim-
ination of accidents would be to
impose intolerable cost burdens
on their operations. I don’t be-
lieve it. True, if safety becomes
an obsession, to the point where
no worker is permitted to do his
job without the constant surveil-
lance of another person whose
sole duty it is to. watch the
worker to make sure he doesn’t
put his hand or foot in the wrong
place, and if another person is
assigned to keep his eye on the
watcher to be sure he stays
awake, the cost burden would be-
come intolerable. And, human
nature being what it is, I suspect
that the number of accidents
would increase. But, if safety is
taught and practiced as a matter
of common sense, as a way of
life, even though it may., require
watchers on certain hazardous
jobs, it will not add to the over-
all burden of costs but will pay
dividends instead, )

Attacks False Concept of Cost

It may be that to many man-
agements use a false standard in
measuring the costs of a safety
program. It is a mistake to think
that the economic value of an
effective safety program can be
measured by weighing the cost of
tools and equipment, and the
man-hours spent on training and
supervision, against a possible re-
duction in the amount of insur-
ance premiums or accident
awards. I need hardly tell this
audience that there are other
values, harder to measure but
far more<important than the cost
of insurance. Some of them, such
as the avoidance of lost time by
entire crews or even whole  de-
partments when' accidents occur,
are economic values. And some of
them, such as the pain and hard-
ship which accidents bring to in-
dividual workers and their fami-
lies, are human values. The day
has passed when management can
afford to ignore any of these
values, for. the economic and the
human are inseparable,

A safe place to work is a good
place to work. Which is another
way of saying that safety, encour-
aged by management and
achieved through . the - common
sense application of ‘sound - tech-
niques, is a vital factor-in devel-
oping the kind.of human relations
within a'company which are.pre-
requisite to cooperativeness and
to a high level of productivity.

For fear that these remarks
may be passed off as a sermon
couched in terms too abstract to
be helpful, let me conclude with
a set of specific suggestions as to
how a management: which recog-
nizes its responsibility for safety
can effectively discharge it. I en-
dorse these suggestions but can-
not claim their authorship. They
were developed by the members
Accident Prevention
Committee at a mepting two years
ago, at which the subject for dis-
cussion was “What I Would Like
to See Top Management Do About
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Safety.”” And here, is what they
would like top management to do

lees Specnfxc Program y

(1) Attend and participate in
employee safety activities such as
meetings, inspections, award
presentation ceremonies, investi-
gations, evaluations and analyses.

(2) Establish and maintain an
active safety policy.

(3) Include safety performance
in evaluating individual perform-
ance.

(4) Support . reasonable dis-
ciplinary action for failure to fol-
low established safe practices.

(5) Hold every level of super-
vision accountable for safety.

. (6) Provide for effective train-
ing.

(7) Provide an adequate com-
petent safety staff.

(8) Place the same emphasis on
accident prevention as on produc-
tion.

. (9) Demonstrate that safety is
~“an integral part of operations.

(10) Direct engineering and op-
erating personnel to consult safety
representatives on safety of de-
sign.

(11) Appoint a joint safety and
operating committee to establish
uniform accident prevention rules
among companies,

If top management throughout
the electric industry will sincerely
accept its responsibility for safety
and diligently follow the sugges-
tions of the EEI Accident Pre-
vention Committee, I dare say
the day will be not long in com-
ing when we can point with pride
to a truly commendable perform-
ance, one worthy of this great
industry of ours:

*An address by Mr. Wolfe before the

28th Annual Convention of "the Ediscn

Electric Institute, Atlantic City, N. J.,

June 8y 1960. o

Corp. Resources
Formed in Cleve.

CLEVELAND, Ohio—Two of
Cleveland’s commercial banks
and four Cleveland investment
banking firms have announced

they are or-

ganizing a
. new small

business in-

vestment com-
pany.
Participants
in the new
company, to
be' known as

Corporate Re-

sources, Inc,,

are: The Na-
tional City

Bank of

Cleveland;

Union Com-

merce Bank;
Ball, Burge & Kraus; Fulton, Reid
& Co., Inc.; Merrill, Turben & Co.,
Inc, and Prescott & Company.

Under present plans, the initial
capital for the new company,
ample to meet borrowing require-
ments for anticipated operation
in the foreseeable future, will
come entirely from the participat-
ing firms.

The company is being formed to
provide a needed source of risk
capltal to assist growth industry
in Ohio and contiguous states. Its
establishment will' mean avail-

Robert B. Blyth

ability of .funds “to 'growing en-."

terprlses which are not in position
to raise needed -capital through
ordinary c¢hannels; such as public
offerings of stock: through invest=
ment bankers. - Technical assist-
ance “will also be available - to
firms borrowing from Corporate
Resources, since the established
connections. of its participants
provxde access to outside consult-
ants in all of the technical fields.

Directors will be as follows:
Raymond Q. Armington, Director,
Union Commerce Bank, and for-
mer General Manager, Euclld Di-
vision, General Motors Corpora-
tion; Peter Ball, Senior Partner,
Ball, Burge & Kraus; Robert B.
Blyth, First Vice-President and

p:/lfraser.stlouisfed.org/

Senior ' Investment Officer; Na-
tional City Bank; Harry F. Bur-
mester, President, Union.. Com-
merce Bank; John S. Fangboner,
President, National City Bank;
Yost W. Fulton, President, Fulton
Reid & Company; Wade N. Harris,
President,
ration; George R. Herzog, Chair-
man of the Board, Union Com-
merce Bank; Charles B. Merrill,
Chairman of the Board, Merrill,
Turben & Company; A. Dean
Perry, Vice-President and Treas-
urer, The Harshaw Chemical
Company; Edward P. Prescott,
Senior Partner, Prescott & Com-
pany, and Robert W. Ramsdell,
President, The . East Ohio Gas

Company.

The officers of Corporate Re-
sources will be: Mr. Blyth, Pres-
ident, Donald L. Harbaugh, Vice-

Midland-Ross Corpo-—'

s . The Commercial and Financial Chronicle

President, Union Commerce Bank,
Vice- Presldent Robert M. Horn-
ung, Vlce—Presldent National
City Bank, Vice- Pre51dent Anker
C. Studsgaard Comptroller Na-
tional City Bank, Treasurer and
George P. Dletzel Assistant Vlce—
President,; Union Commerce Bank.
Secretary.

Form E. R. Dunn Co.
POMPANO BEACH, Fla.—E. R.
Dunn & Co. Ltd. has been formed
with offices at 2769 East Atlantic
Boulevard ‘to engage in a securi-
ties business. Officers are Edward
R. Dunn, President, and David R.
Dunn, Secretary-Treasurer. Ed-
ward R. Dunn was formerly a
principal of Dunn & Co, New
York City.

To Be Du Pasquier Seskis

Effective June 1 the firm name
of Du Pasquier & Co., Inc, 61
Broadway, New York City, mem-

bers of the New York Stock Ex--

change, will be changed to du
Pasquier, Seskis & Co., Inc.

Patchogue Assoc. Formed

BROOKLYN, N. Y. -— Abraham
Traub' and Barry Traub have
formed Patchogue Associates with
offices at 16 Court Street, to en-
gage in a securities business.

D. B Hutchinson Opens
FT. LAUDERDALE, Fla.—Donald
B. Hutchinson is engaging in a
securities business from offices at
407 Southeast 24th Street under
the firm name of D.- B. Hutchin-
son and Co.

(2599) 27

 Roger Kendall Opens

LOS ANGELES, Calif.—Roger H.
Kendall is conducting a securities
business from offices at 8343 Red-
path Drive under the firm name
of Roger Kendall and Co.

J. H. Mitchell Opens

LOS ANGELES, Calif. — J, H.
Mitchell, Jr., is engaging in a se-
curities business from offices at
727 West Seventh Avenue, under
the firm name of J. H, Mitchell,
. Jr.,, & Associates.

Walter Powers Opens

WHEELWRIGHT, Mass. — Walter
R. Powers is conducting a securi-
ties business from offices on Barre
Road under the firm name of Wal-
ter R. Powers Co.

NEWS ON TEXACO PROGRESS

From two horses to 200-horsepower

YESTERDAY

—“petroleum” was primarily kerosine, the fuel that fed the lamps and cooking stoves of

America. Sold by local grocery and hardware merchants, it was delivered to them once a week. It was
Texaco that first met the urgent need for twice-weekly deliveries, with its horsedrawn tank wagons.
Daily deliveries soon followed.

TODAY—the chief product of petroleum is gasoline, moved swiftly from storage point to market in

giant, mo

tank trucks. Today Texaco’s fleet of red trucks serves more than 89,000 Texaco Dealer

stations Across the nation. Alert marketing operatxons, based on service to America’s motorists, have
contrlbuted to Texaco s contmued growth. :

TEXACO ®
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Adverse Effect of fhe REA’s

- On Nation’s

Balance Sheet

By Walter T. Lucking,* President, Arizona Public Service Co.

Arizona observer of Rural Electrification Administration’s sizable
growth says it's time for the government's progeny to cut itselt off
from dependence on non-tax status, low cost financing, subsidization
and other favored treatmant, and to hecome self-supporting adults

like other members of the free-enterprise system.

Alarmed at the

opposite course being pursued in some areas, wherein co-ops are
banding together in super organizations and others are- serving non-
farm industry, commarce and residential customers in competition
with private utilities, Mr. Lucking sets forth a program to reverse
the role of REA co-operatives and to overcome the unfriendliness

of his fellow utility heads toward the REA.

The bhasic question,

according to Mr. Lucking, is whether or not the development of this
country’s electric production will be under free enterprise or whether
the government will have full control. f

On the balance sheets of the busi-
ness world we record our assets
and liabilities, which reflect our
successes, our. failures, our wis=
dom, our dar-
ing and our
judgment. The
balance sheet
serves two
purposes. It
tells us what
has happened
inthe past
and provides
a written rec-
ord to guide
us in the fu-
ture. Today as
we look at the
rural electri-
fication bal-
ance sheet, I
tend to assess the past to the
extent that from these pages of
experience we can evaluate where
we are in 1960 and better: plan for
the decades ahead. - )

So, first, what of the past? The
history of rural electrification
goes back 40 years, to 1920, when
the investment of private funds
in electric companies coupled with
technological advances,
possible to begin major emphasis
on rural electrification. Our in-
dustry recognized that rural elec-
trification was an integral part of
electric company development.
During the 1920’s we pioneered in
finding better and more economi-
cal ways of using electricity on
the farm. We joined forces with
other interested groups in bring-
ing about a coordinated, system-
atic study of the problems of rural
extensions and methods of pro-
moting the use of electricity on
the farm.

1929 Altered Picture
. Optimism for the rapid electri-
fication of farms ran high during
the decade of the ’20’s. Real prog-
ress was being made. However,
the great depression of 1929
changed this entire picture over-

Walter T. Lucking

made ,it-

night. True, the need for rural
electrification was greater than
ever. But, the sources of invest-
ment capital necessary to continue
this and many other programs
dried up. The few funds avail-
able for investment were attracted
to better returns elsewhere, for
the return on rural extensions was
poor in a shattered economic situa-
tion. The farmer himself under-
went serious economic reverses.
He did not have the money avail-
able for appliances .or electric
equipment. Often, he did not even
have the money to wire his home.

Despite the tight money condi-
tions, the electric companies real-
ized the importance of continuing
attempts to serve the vast rural
market. We knew that farmers
were anxious to have the benefits
of electricity. We knew, too, that
electricity could serve as an im-
portant tool to help solve the ex-
treme economic plight of the
farmer. In many areas electric
companies were able to continue
to extend their lines into rural
areas, despite the economic handi-
caps. But the odds against the in-
dustry as a whole were almost
insurmountable, .

And so, in one of its many ven-
tures to provide new jobs and to
prime the economic pump, the
Federal Government established
the Rurzl Electrification Admin-
istration in 1935. An emergency

loan fund of $100 million was cre-

ated for farm electric develop-
ment. Previous to, and at this
time, the electric companies were
cooperating to aid in' any way
possible  the development of a
feasible program. Then, in 1936,
the Norris-Rayburn Bill was
passed, establishing the REA as a
permanent agency.

The Act stated, “The Adminis-
tration is authorized and empow-
ered to make loans in the several
states and territories of the United
States for rural electrification and
the furnishing of electric energy

-
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to persons in rural areas who are
not receiving central station
service.”, ' o :

Intent of Congress
- A clear preference was to be
given non-profit organizations,
Although investor-owned utilities
could apply for loans, in actual
practice few could avail them-
selves of the loan funds. It is im=~
portant to note that the accepted
intent of Congress at the time of
passage of the Act was that REA
funds were for the farmer only
and that electric service should
not be extended to people who
could be served by an existing
utility. Until the passage of this
Act neither Federal nor state gov-
ernments had played an important
role in rural electrification.

As our country recovered from
its economic ills in the late Thir-
ties, capital once more became
available, and the electric com-
panies were able to revitalize their
programs for rural electrification.
Since that time, farming, so essen-
tial to our country’s survival and
growth had made almost unbe-
lievable progress. Today’s farmer
can feed nearly 25 people, whereas
his father could produce only
enough food to feed 10 people.
Many modern farming techniques
make this record possible. As an
industry we are proud of the role
played by the modern miracle of
electricity. i

Where is rural electrification
today? Simply, the job is virtually
complete. Today 97% of the na-
tion’s farms are electrified. Nearly
half—43%—are customers of in-
vestor-owned utilities. Forty per
cent of the remaining farm custo-
mers are served by REA co-ops
who purchase their entire power
supply from private companies.
This means that not only do in-
vestor-owned - utilities serve ' di-
rectly nearly half of the nation’s
farms, but we have assumed the
responsibility for supplying the
total power needs for 66% of these
rural consumers.

These facts testify to the will-
ingness of investor-owned utilities
to electrify the nation’s farms
through its own resources as well
as to assist the REA co-ops in
their approach to what has been a
tremendous problem to solve.

When we look at the balance
sheet for the 25 years of the REA’s
existence we realize ' that rural
electric cooperatives have become
a sizable factor in our industry
and the nation’s economy.

1,000 REA’s Operating

There are about 1,000 such éelec-
tric systems operating in the
country today. They serve nearly
five million customers in 46
states, and have gross revenues of
$618 million. Facilities installed
to provide this electric service
represents an investment of Fed-
eral loan money of nearly $4
billion.

These co-ops have' grown rap-
idly and many of them have
grown successfully. As of the end
of 1958, 909 co-ops reported a
combined net margin (this is their
term for profit) of more than $74
million. In addition, “investments
and special funds” totaled more
that $237 million for a total figure
of more than $300 million.

So, as we look at the ‘“Rural
Electrification Balance Sheet” I
think it is appropriate for us to
keep two things in mind. First,
they are a big business, profit-
making operation; and second,
they are in business legally.
Whether we like it or not, we
must face up to the fact that REA
co-ops are here and are in busi-
ness in practically every state in
the Union. Federal laws provide
the means whereby they obtain
cheap 2% money for growth.
Since they show -a “net margin”
rather than profit, they pay no

income taxes. Various state laws
provide additioha] encouragement . .

for these individual electric sys-

.temsto set up shop. As a result,

most electric - co-ops today are
prosperous business operations.
Many -have- departed - from fclqe
original concept of farm electrifi-
cation . and seek industrial and
commercial growth. However,
some still operate on a margl'nal
basis {o provide only the electrical
needs of the farmer,

So, between the electric com-
panies and REA’s the job of rural
electrification is virtually com-
plete, Where do we go from here,
and what part is to be played by
the electric companies and the
REA’s? -

Rural America's economic de-
velopment and growth is proceed-
ing so rapidly that its electric
power, consumption has been

-doubling every four to five years,

compared with seven to 10 years
for the nation. An important fac-
tor in this growth pattern is the
continuing movement of non-farm
families, business and industry
from urban centers to rural areas.

. Non-Farm Customers Big
Factor in Co-op Sales

This is made strikingly clear by
the fact that non-farm elements
now use more REA-financed
electricity than farmers. The
REA’s report for the fiscal year
1959 tells us that non-farm cus-
tomers accounted for 54% of total
power sales. Moreover, about
75% of their 131,500 connections
were non-farm rural consumers,
a ratio of three to one over the
farmers. This proportion is bound
to widen with the continuing
growth of non-farm population
and industry in rural and sub-
urban areas.

REA estimates that this growth
will require the investment by its
electric co-op borrowers of an
amcunt far in excess of loans
made thus far in the program. In
fact, future capital requirements
of these systems have been esti-
mated at $1 billion annually. This
is in addition to the billions that
our companies plan to invest for
rural growth.

Continued use of electricity to
further modernize the farms and
to increase production is a vital
necessity in a nation of rapidly
expanding population. There is
no question that today’s farmer is
a major market for all things elec-
trical. Both the electric com-
panies and the REA co-ops have
a direct responsibility for meet-
ing this challenge,

It is the goal of investor-owned
utilities to bring the best possible
electric service to all customers
at a continually lower cost. We
must operate as economically as
possible in order to insure a fair
return to the investors who put
up the money that enables us to
keep up with and stay ahead of
the nation’s dynamie growth. Our
responsibility to customers, in-
vestors and employees has never
been greater.

. Copies of

our 1959
Annual Report
available on
request

GROWING with the
Pacific Northwest

During 1959, the number of telephones
served by West Coast Telephone Company
increased from 163,500 to 174, 700,

of which 90 per cent are dial operated: .
Indications are that growth will continue
throughout our service areas.

"I‘he Company is classed as the 11th
largest of the 4,000 Independent
Telephone Companies in the nation.

Should the goals of the REA .
co-ops be any different from
ours? They, too, should seek bet-
ter service at lower cost. They
should 'strive for operating effi-
ciencies and financial solvency,
They should set aside reserves for
emergencies and to take care of
the continued growth facing them,
They, too, ought to meet the re-
sponsibility for equitable wages
and working conditions for theij
employees. '

Yes, their goals should be much
the same. Unfortunately, how-
ever, we cannot agree on the
methods and means to achieve
them, Yes, they have the legal
right and responsibility not to
make a profit if they choose the
cooperative means. We have
chosen the course that provides a
profit and achieves our objectives
at the lsame time.

Although in some areas we have
been able to cooperate with the
REA’s in solving .our mutual op-.
erating ‘and technical problems,
it is an unfortunate fact that gen-
eral relations between the REA
and private companies are not as
good as we would like them to be,
This unfriendliness is caused by
many factors and varies from area
to area. Some of it is operational
while much represents ideologi-’
cal and political differences. In
many cases the co-op leadership
through the National Rural Elec-
tric Cooperative Association is
quick to remind us that they
would not be in existence today
if we had done the job originally.
We only have to look at the con-
ditions of the economy during the
time the REA’s’ were formed to
answer this particular statement.
Some say that since they are in
business and have been fairly suc-
cessful we want to take them
over. This is not oul' attitude.
Rather, if they are successful we
want them to join this great in- -
dustry as a member of the free
enterprise profit-making system.

The Vital Issue

The basic question is whether
or not the development of the
electric business in this country
will be under free enterprise or
whether the government will have
full control of this industry. The
actions of many people in all
phases of our life are making
them more and more dependent
upon their government, whether
in the form of subsidy or outright
gifts. As they grow less and less
dependent upon themselves to
activate and promote their indi-
vidual success, the day of govern-
ment ownership and control
comes speedily upon us.

From statements made by some
of the REA leadership it appears
that this is the pattern which they
wish to follow. These statements
voice beliefs that imply the co-op
farmers are socialistic in their
makeup. I cannot believe that

--------------------.---------q
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most individual co-op members
consider themselves.socialistic. .In
their own individual farm busi~
ness -operations they - must deal
with the profits and losses — and
taxes—of our free enterprise sys-
tem, just as you and I do. In
many, cases the individual mem-
ber does not fully realize how he
is receiving his power supply, nor
is he in accord with the idealogies
of -the most vocal. REA leaders.
He undoubtedly pays his bill .just
as he would to one of our com-
panies not fully understanding the
public power goals of the NRECA.
- Most co-ops consider themselves
as locally owned, controlled and
managed. They claim the right to
operate on an equal basis with in-
vestor-owned companies- in per-
forming  their service operations.
Their only route to bring this
about is for them to accept the
full responsibility of business as
well as enjoy the privileges of
business. Surely, . fair minded
members of co-ops would agree
that they :should pay their. full
share  of community, state and
Federal obligations, thus strength-
ening the necessary ‘functions: of
government. Surely, fair minded
members. of co-ops would agree
that they should turn their backs
on 2% Federal loans when the
cost of money to a government: is
4% and above.

In an economic system which
has made this nation great, no one
group can prosper for long at the
expense of all others. For this to
continue and expand would mean
the destruction of the nation as a
whole,

Rural Electrification Now of Age

I mighi compare the Federal
loan and tax subsidies of the
REA’s ‘to the rearing of. children
by parents. None of us as parents
would disagree with the time and
monies each of us spend during
the formative years of our chil-
dren. We contribute in every way
possible to make them healthy,
well educated future citizens. We
provide the necessary food and
clothing during those years when
they are unable to obtain these for
themselves. However, at their
coming of age we as parents fully
expect them to be on their own,
to support themselves, and to
contribute of themselves in their
relationships with = their fellow
human beings.

Rural electrification is: now
97% complete. It has come of age.
Shouldn’t the REA co-ops now
take on their own:responsibilities
of full citizenship? Need they
any longer rely on the parent-in
Washington to insure ‘the.: fu-
ture? It is true that certain in-
dividual co-ops may need further
help before they establish them-
selves as full-fledged- partners in
‘the free enterprise system. Some
are coming of age-at different
times and may have problems

which they have not been able to
solve as fast as.others.. But it:is
time' for the vast majority to as-
sume full citizenship.

Yet,-in some areas just the op-
posite is happening. We find cer-
tain co-ops banding together in
either state-wide or super co-op
organizations to promote large
generation and transmission proj-
ects. Others are expanding to
serve . industry,
communities served by efficient,
well-managed = tax-paying util-
ities, Some co-ops are no longer
ccntent to serve the rural electri-
fication purpose for which they
were originally intended. N ow,
they also want to reap the harvest
of profits in commercial, indus-
trial and residential loads—on top
of the subsidies contributed by
the Federal Government—in their
ever increasing efforts to get
something for nothing.

Need for Mutual Trust

Can mutual trust and coopera-
tive utility operation be brought
about when REA spokesmen urge
that the Federal Government has
a responsibility to guarantee their
power supply at a subsidized price
without raising rates, irrespective
of the cost to the taxpayers? Can
we have mutual trust when they

feel that all power generated at

Federal dams, which are financed
by the taxpayers, belongs to them
and that the Federal Government
should build the transmission
lines to their load centers? ~Can
we have mutual trust when they
urge that after Federal hydro
power is no longer available the
Federal Government should build
steam plants to serve them?

These attitudes indicate they
want all the benefits of an ex-
panding economy without any of
the headaches of inflation. All
of these are examples of the neg-
ative attitude displayed by the
leadership in the REA’s and are
not examples of how America has
been built.

It is time for the REA leader-
ship, to turn from a negative pro-
gram which builds - weakness
rather than strength.

It is time that these people for-
get what they can take away from
America and start thinking of
what they can contribute to its
economy. ; ’

It is time for them to realize
that their efforts are undermin-
ing the basic forces which- have
produced the dynamic growth of
this nation.

To bring about a solution. to
this problem -we need the highest
caliber of leadership from .both
sides with the goal in mind by:all
concerned that the answer should
be in the best interest of. all peo-
ple. We of the electric.companies
have to understand the REA prob-
lems and we have to start taking
those constructive  steps: which
will aid in solving these prob-
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lems. Our nation’s business ‘sys-
tem is predicated on the basis:of«
fair-minded individuals sitting
down with one another to discuss
problems. I am confident that the
old, time-honored method of
working ‘out  differences can be
applied to this problem for the
mutual benefit of all. - This should
be done on the local level where
men. who know and respect one
another as efficient, honorable
businessmen can get together.
We can start on a two-way
street of cooperative effort in
relation to power supply, facilities
planning, and common operational
problems. : .
For example, more and more
investor-owned utilities are inte-
their power facilities
across the nation for reasons of
economy as well as in the public
interest. Our customers need not
look to super TVA’s or to the
giant Federal power agency pro-
posed by the NRECA as - the
means to gain resource and opera-
tional benefits by integrating the
nation’s power facilities. This job

.can and will be done by individ-

ual investor-owned utilities work-
ing . together. Suich cooperation
among electric companies has
led us to significant technological
improvements in all phases of our
industry.

As the integration of facilities
continues at an ever increasing
rate and as we make greater tech-
nolcgical strides, can or should we
ignore the REA co-ops? Should
we isolate them from our forward
planning and shunt them aside to
fend for themselves?

Overal]l Public Interest Must
Be Served

No, if the best overall public
interest is to be served we must
invite and urge the co-ops to ben-
efit from and ' contribute to the
planning of the nation’s electric
industry. To achieve this goal re-
quires the assumption of respon-

sibility and leadership by the -

management of ‘private companies
and co-ops alike. Together we can
find the avenue that will lead us
to the solution of technical and
operational problems.

Working together, we also must
find the way to show farm custo-
mers how to take even fuller ad-
vantage  of electrical energy, if
this is the most economical form
of energy available to them. One
of the most important contribu-
tions in this respect has come
through the inter-industry Elec-
tric’ Utilization Council.. Through
the Council electric companies and
cc-ops have achieved worthwhile
results in many areas.

Coming - together on mutual
problems such as these can be a

major starting point for bringing

the co-ops into the free enterprise
system. We:in the electric com-
panies should remember that most
of the individual members of the
co-op movement are free enter-
prise citizens who joined the co-
ops in order to gain much needed
assistance in the formative years
of rural electrification. Yet, while
we find the job of rural electrifi-
cation essentially complete; a
major difference in  philosophy
exists between the two parties
doing this work.

Which way the scales will tend
to balance in the future with re-
gard to the philosophies will de-
pend upon our individual efforts
to work with individual co-ops
on their problems. It will depend
on our efforts to help them real-
ize they have grown up and
should now take full responsibil-
ity for participation in the com-
munity, state and nation. The ru-
ral electrification balance sheet
can and will have a profound
affect on our nation’s 'balance
sheet,

If one of the ‘founding -fathers
of this country were to have the
opportunity to add up our nation’s
assets and liabilities, I think he
might be disappointed at what he
found. .

Those men of 200 years ago saw

this nation as a union of free peo-
ple, gathered together and work-
ing together for one common goal,
the betterment of all the people
—in a free society.

Threat to Free Soéiety
We have permitted what I con-

sider some alien thinking to creep-

into our society--which puts us
in danger of losing sight of that
goal. " We have permitted our-
selves to become more concerned
with *separate segments and
classes . within. our, society. , We
have become more concerned with
the material values, and no long-
er put our major emphasis on the
values and balances which: form
the bedrock of our country. We
have slipped away from those
concepts which promote the best
interests of all.

We need to revive in this coun-
try today some of the courage and
wisdom  that our foretfathers
‘possessed. = We have to be big
‘enough to solve our own problems
and to work out solutions that
will be for the common good.

And when I say we, I mean
particularly those of us in our
own industry, We have the re-
sponsibility of helping remove
some of the liabilities that are on
our country’s balance sheet,

I can think of no better place
for us to start than in our rela-
tions with the REA’s, and in
bringing about equality between
ourselves and REA’s — both in
rights and in responsibilities,

This we must do if the electric

(2601) 29

industry — the investor - owned
utilities and the REA’s — is to’
fulfill effectively its obligations in
providing for the future develop-
ment of the country.

*An address by Mr. Lucking before
the 28th Annual Convention of the Edi-
son . Eleciric Institute, Atlantic City,
N. J., June 6, 1960.

" Lee Kerbel Open$

BRONX, N. Y. — Lee Kerbel is
conducting. a securities business

-from offices at 735 ;?elham Park-

‘way North.'

Mayer Opens Office

LYNBROOK, N. Y. — Arthur E.
Mayer is engaging in a securities
business from offices at 66 Holly-
wood Avenue. '

Mutual Fund Brokerage .

POCATELLO, Idaho — Mutual
Fund Brokerage Corp. of America,
Inc. has been formed with offices
at 836 East Center to engage in a
securities business. Officers are
Jay R. Lowe, President; Leonard
A. Taylor, Vice-President and
Callis A. Caldwell, Secretary and
Treasurer. v

Form Sacks, Wunderlich

Sacks, Wunderlich' and Co., has

been formed with offices at 342
Madison +Avenue, New York City
to engage in a securities business.
Partners are Seymour Sacks and
Arthur I. Wunderlich. ‘

Freedom in her hands . ..

Among the most"li{ié‘}"lf}lr'h\}alue“(‘l of all human rights is
that of personal freedom . . . freedom to choose the
newspapers we read, the services we buy; freedom

to save and to invest; freedom to tell our story
as we see it; freedom to conduct our businesses in

the best interests of our customers and owners.

For more than fifty years

Detroit Edison has

operated productively under the free enterprise
system. The Company has paid 204 consecutive
quarterly dividends to stockholders who, of their
own free will, have invested their money in a
typical American business enterprise.

This is evidence of the public’s faith in a
company whose continuing economic leadership
is contributing to Southeastern Michigan’s
dynamic industrial climate.

DETROIT EDISON

An Investor-Owned Business
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Live Better Electrically—

- Key to Electrifying Sixties

By R. G. MacDonald,*Vice-President, Marketing, W est Penn Power
Company and Chairman, Planning-Task Committee of Live Better
. Electrically Program

Mindful of the gas industry’s promotional program, Mr. MacDonald
reports on the progress of the “Live Better Electrically” program
of the industry. This is shown to require the active and direct par-
ticipation of every electric company head, manufacturer and trade
ally. Electric utility heads are criticized for spending so much less
on advertising than appliance manufacturers and for not capitalizing
on public’s preference for electricity. In outlining contents of recom-
mended advertising program these items are discussed by Mr. Mac-
Donald: (1) how end hznefits of electric appliances outweigh cost
incurred and why stress should be placed on henefits to the family
as a whole and not just fo the mother; and (2) use of the opposite
competitive advantage heralded by the gas industry—the symbolic
phrase “Electricity is Flameless.”

A year ago, Mr. E. O. George,
Mr. T. O. McQuiston and Mr.
George Ousler outlined the indus-
try’s business problems and op-
portunities
that made it
imperative for
the investor-
owned utili-
tiesof America
to undertake a
national ad-
vertising, pro-

publicity pro-
‘gram called
-Live Better
.Electrically.
T h e business
summed up in R. G. Macdonald
the fact that, )

over the last 10 years, electricity’s
share of the appliance market has
decreased in the face -of aggres-
sive, coordinated competition from
the gas industry.-The opportuni-
ties were spelled out by Mr. Mc-
Quiston in the following sentence:
“The all-gas house brings us a
total of $52 a year, while the all-
electric home offers us $425 —a
ratio of 1 to 8.”

In addition, it was pointed out
that the manufacturers of electric

appliances were doing an excel- '

lent job of advertising, as they
must, their own. competitive
brands and brand features, with
only the most incidental reference
to electricity or no such reference
at all. Locally, manufacturers and
appliance dealers were promoting
appliances, individual appliances.
And, again locally, utilities were
spelling out -the competitive ad-
vantages of electricity over other
types of energy.

Overcoming Industry’s Disinterest

Two things were missing, how-
ever. First, despite millions upon
millions of advertising and sales
dollars being invested against in-
dividual appliances, our industry

was investing only pennies in pre-
senting the concept of total elec-
tric living. I stress the word “con-
cept.” Second, leadership was
needed at the national level to
ccordinate and tie together the
efforts of all segments of the elec-
trical industry—uniting them.be-
hind the total electric living con-
cept, uniting them  behind our
slcgan, “Live Better Electrically,”
uniting them behind some kind of
battlecry that would show the
American public that our .entire
industry is truly unified, no less
than the gas industry is unified in
the AGA promotional program. I
stress the words “national leader-
ship.”
- My purpose here is two-fold:
First, to report on the progress of
the Live Better Electrically pro-
gram and briefly review the ad-
vertising _that has now been ap-
proved  for the next 18 months.
And second, to ask every company
in EEI and every manufacturer
and every trade ally to take a di-
rect and active part in this total
electric living crusade.

Speaking for the Planning-Task
Commitee, I will touch upon the
following points:

(1) The results of a mail ques-
tionnaire sent to utility executives
asking their opinions of the LBE
Program. )

(2) The results of a remarkable
consumer study.

(3) A statement of policy devel-
oped by the LBE Policy Com-
mittee.

(4) A so-called copy platform, a
set of guide lines used in develop-
ing our national advertising.

(5) The advertising itself.

(6) Finally, four ideas for you,
as decision makers for the utility
industry, to consider as benefits
for your individual company and
the industry of which you are a
part.

Let’s begin with research. Last
winter, questionnaires were
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mailed to utility chief executives,
sales vice-presidents, residential
sales  managers _and, advertising
managers. The objective was to
find out how they felt about the
LBE Program in its first years. It
is interesting that the answers of
all four groups were basically the
same. Only one out of three felt
that the national electric program
was strong, while 71% rated the
AGA Program favorably. Inci-
dentally, AGA was widely praised
by the electric utilities for its
sponsorship of the nighttime tele~
vision show “Playhouse 90.” Per-
haps it’s significant that 86% fell
that the LBE Program was im-
proving while only half as many
credited AGA with making com-
parable progress. I might add that
AGA’s national promotional bud-
get is about 120% larger than
ours. !

A questionnaire was sent to ap-
pliance dealers in all parts of the
country. Seven hundred and
thirty-six responded. Note that
nearly twice as many rated AGA
advertising ahead of the national
electric program. About half felt
that we were making progress.
The most interesting fact, of
course, is that AGA was given
enormous credit for its sponsor-
ship ~ of “Playhouse 90.” This,
again, reflects AGA’s far greater
budget.

One unmistakable fact stands
out from these surveys: The two
segments of our industry who
carry the bal] at the local level—
the utilities who sell the energy
and the dealers who sell the ap-
pliances—both have the distinct
impression that the gas industry
is - out-promoting us at the na-
tional level. If we are not doing a
strong enough job to excite our
own. pecple, how can we hope to
excite the public? Exactly what
is going on in the public’s mind?
What is the public’s attitude to-
ward electricity? What does it ex-
pect of our industry? Indeed, is
the public really receptive to our
total electric living story? There
is not a shred of doubt, not the
slightest question, that the public
wants to Live Better Electrically,
and expects to do so.

Finds Public Receptive

May I present the evidence that
the public’s mind is ready and
eager to receive our Live Better
Electrically story. Last winter, the
LBE Program invested $27,000 in
a depth study to determine the
state of mind of the American
public as it examines the adver-
tising of the electric and.gas in-
dustries, and makes its choice.
Three hundred interviews with
both wives and men, lasting as
long as two hours each, were con-
ducted among middle income fam-
ilies in these 11 cities—

Chicago; Cleveland; Dallas; De-
treit; Long Branch, N. J.; Los
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Our study dramatically shows
that the consumers expects the
manufacturers and utilities to
work together in presenting the
story of Electricity in the Home.
The consumer has virtually no
interest at all in the use of elec-
tricity per se—although this is the
primary interest of the utilities
which produce and sell it. The
consumer’s interest rises as we
come to the area which is of pri-
mary interest to the manufactur-
ers of appliances—“the use of spe-
cific appliances” and ‘‘the work
these specific appliances will do.”
The consumer’s interest reaches a
peak when she thinks cf the “per-
sonal and family benefits” that re-
sult from having appliances do
these jobs. The key idea is that
we must appeal to the consumer
on the basis of the “family bene-
fits” of total electric living.

“Everybody wants to ‘Live Bet-
ter’ . .. to enjoy Modern Living.”
When the interview started, inter-
viewers asked the simple ques-
tion: “What does modern living
mean to you”? Incredible as it
may seem, to 60% of the people
Modern Living means “Modern
Appliance:,” either electric or gas.
Tied for second place, way- down
at 9%, are Modern House and
New. Car. Such glamorous things
as jet airplanes and wonder drugs
are also-rans. Undoubtedly these
findings reflects the fact that peo-
ple are spending more and more
time in their homes—and their
minds are open to the concept of
better living through electricity.
All-electric living has a clear
meaning. To most consumers, it
means many electric appliances.
It is a highly desirable, pleasing
idea. It means comfortable living,
medern living. To many consum-
ers, one out ‘of three, it means,
{mwever, an expected high price
ag.

Stress Benefits Outweigh Cost

But—and here is the very es-
sence of our research—cost is a
prime factor only when motiva-
tion is weak. The most powerful
motives are the end benefits of
owning and using appliances, Ob-
vicusly, the challenge to those
who make appliances, those who
sell them and those who produce
the energy to run them is to create
advertising that helps the con-
sumer see how the family benefits
of electric living outweigh the
cost. . !

“Resistances to buying any ap-
pliances arise from their greatest
values . . . Time and labor sav-
ing . . . Better-living and Lux-
ury.” Here is the paradox of our
business.

Middle majority women (that is,
75% of all women, those in the
middle income class) feel that
working at housekeeping is neces-
sary to gain and hold the affection
of husband and family. In addi-
tion, they are afraid that they may
not know how to use more leisure

time productively. And their hus-
bands. aren’t sold ‘on the modern

emancipated woman.

) Here we may summarize the de-
sires and conflicts that beset the
woman who initiates 90% of all
appliance purchases. Naturally,
§he wants reduced work and time
in housekeeping, and more status
as a modern woman—and she is
fully aware that appliances give
her both. At the same time, she is
afraid that work-saving appli-
ances will reduce the esteem of
her husband and family. Women
want efficient, up-to-date homes
—the same things men want in
their business. Women want more

-cocial status, more pleasure in

their work and “better living.”
But they have a twinge of con-

- science - about indulging in- the
luxury gf’gppliances.”. i

“What’ our research fells ts' can
be summarized in the following
five points:

. Thursday, June 16? 1960

(1) The term “modern living”
means modern appliances.

(2) While: people talk about ap-
pliances being expensive, cost ig
not a major factor if the motiva-
tion to buy is strong enough,

(3) Women, who initiate most
of the buying action, hold back
because they fear losing the love
of husband and family if appli-
ances seem to make their lives
too easy.

(4) Women want appliances, but
they need our help in justifying
them.
+«(5) 'The way to help 'them—to
give them the strong unselfish
motivation they seek—is to show
how appliances benefit the whole
family, instead of just making her
life easy.

These five points form the basis
for our entire advertising ap-
proach.

People Prefer Electricity

The next question is this: When
she chooses an appliance, shall it
be electric or gas? Generally
speaking, electricity has an attrac-
tive personality. Electricity is re-
garded as a key ingredient of our
way of life. It offers unlimited
future benefits. It means stream-
lined, comfortable living. It is
clean, luxurious, pleasurable,
Electricity per se is a mystery few
care to understand. Many people
have the notion it is expensive.

By contrast people tell us that
gas has a minor place in our way
of living. Its future is definitely
limited—people expect very little
in the way of new developments
in gas appliances. It is function-
ally less efficient. Gas is old-
fashioned—almost everybody ad-
mits this, but many gas range
owners rather  like the idea of -
being old-fashioned. The flame is
easier to -understand than the in-
visible mystery of electricity. And
here we .come to the overwhelm-
ing rationalization of people who
favor gas: It is a less costly sub-
stitute for modern electric living.

Our data indicate that the total
movement is strongly toward more
electrical living. Our reasearch
shows that the American public
expects to live electrically in the
future—but some consumer groups
are " moving less rapidly. than
others toward this desirable ob-
jective, These are the gas users,
who are comfortably accustomed
to using gas, who believe it has
old-fashioned virtues, and who
remind themselves that gas seems
to be cheaper. An interesting fact
supperting this inevitable move
toward electric living is that gas
range owners have only slightly
fewer electrical appliances than
those who cook electrically.

Hastening Exit of Gas Users

Tre obvious assignment of our
industry—the utilities, the manu-
facturers and all our allies—is to
hasten the movement of gas users
toward the admitted goal of total
electric living. This clearly sug-
gests that our task is to describe
our exclusive competitive ,advan-
tages over gas so the consumer can
weigh the facts and make a wise
choice. In researching utility ex-
ecutives, we have found that they
want a more competitive Live
Better Electrically program. In re-
searching appliance dealers, we
have found that we need a more
competitive Live Better Elec-
trically program. In researching
the consumer, we have found a
strong desire ‘for ' electric h_vl_ng
and a desire for the competltn{e
facts that will justify the electric
way of living in- which they
clearly believe.

With such an unmistakable
mandate, the Live Better E}Iec-
trically Policy Committee crew
up a statement of policy. This
document reads as follows:

“The broad, strategic -objective
of 'the’ ‘Live -Better ! Electrically
Program is to sell more resi-
dential. kilowatt-hours by featur-
ing specific competitive equip-
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Raymond D. Stitzer, White, Weld & Co., incoming President; Paul Devlin, Blyth & Co., Inc.; Lee M. Limbert, Dean Witter & Co. Maitland T. ljams, W. C. Langley & Co.; Walter W. Hess, Jr.,
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Edward A. Uhler, R. S. Dickson & Co., Inc.; August F. Huber, Spencer Trask & Co.; Nelson R. Jesup, Clark, Dodge & Co.; Robert A. Don, Granbery, Marache & Co.; Glenn Hartranft,
John D. Baker, Jr., Reynolds & Co.; Brittin C. Eustis, Spencer Trask & Co. Clark, Dodge & Co.
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John M. Lokay, Shearson, Hammill & Co.; Wright Duryea, Glore, Forgan & Co.; H. E. Balloy, Thomas J. Cahill, Chase Manhattan Bank; George A. Barclay, Kean, Taylor & Co.; Arthur D. Lane,
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ment within the total electric
living concept.

“This goal dictates these tacti-
cal objectives:

“(1) Create customer prefer-
ence for electrical use that is di-
rectly competitive with other
fuels, -This means selling the
benefits of electricity and, with
honesty and good taste, calling at-
tention to the advantages of elec-
tricity as compared with its com-
petitors.

“(2) For maximum effect, con-
centrate this effort on only the
most - critically: competitive. sub-
jects which now are: Range;
Water Heater; Dryer; Heating and
cooling, and Medallion Home.

“(3) Blend HOUSEPOWER and
Lighting into the advertising
wherever possible.l

“(4) Provide for national co-
ordination’ of the preference-
building job with the local selling
effort of member utilities.

“(5) Multiply the effect of the
program at all levels by encour-
aging cooperative effort by other
electrical industry members.”

With this set of objectives com-
mitted to paper, the next step was
to organize what is known in ad-
vertising as a Copy Platform.
This consists of the basic selling
themes that go into the ads them-
selves—words, phrases and ' ideas
that. must be present in-all ads. I
am not an advertising man my-=
self, but I am told that there are
three essential ingredients in all
effective, result-producing ads.
First it is necessary to isolate an
exclusive consumer benefit for
your product—something that sets
your product apart from -all
others. Second, there must be

- &implicity, an expression of this

exclusive. consumer benefit in
simple, understandable, memor-
able words. Third, there must be
a repetition of this exclusive con-

sumer benefit in--everything ‘we

do.
Flameless Electricity

The gas industry, with a $6 mil-
lion investment in its national
program, has singled out its ex-
clusive competitive advantage—
the flame. Every AGA ad, in
print or on television, hammers
away relentlessly at the speed,
modernity, quality and economy
represented by the flame. There-~
fore, in an attempt to under-
stand our competition, and find
our own exclusive advantage, we
went to the heart of the AGA
program and discovered that our
advantage was the exact opposite
of theirs. Electricity is flameless.

Researchers went into the field
again. They asked consumers this
simple question: “When you see
this phrase, ‘flameless electric
cooking, ‘what comes to ‘your
mind?” Over and over and over
again, the same answer was given:
flameless electric cooking means

1 The 1960 program includes HOUSE.-
POWER and Lighting ads.
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safety, cleanliness and Modern-
ity. Without -our saying safer,
cleaner or more modern, the con--
sumer automatically volunteered
these comparatives. The word
flameless brings to mind a won-
derful picture of electric living—
positive, truthful and strongly
competitive, Therefore, the fol-
lowing Copy Platform was writ-
ten and adopted: )

“(1) Be .sharply competitive
with other fuels. Do this by ex-
ploiting the exclusive consumer
bﬁnefits which stem from the fact
t at e v POy B RO |

ELECTRICITY IS FLAMELESS

“(2) Persuade the woman in
our audience that she will in-
crease her stature as a smart
home manager—in the.eyes of her
husband—by using electric appli-
ances,

“(3) Project a picture of all
members of the family living bet-
ter electrically. What we are sell-
ing is for the benefit of the en-
tire family.

“(4) Give prominent and con-
sistent display value to the theme
line ... YOU LIVE BETTER
ELECTRICALLY.”

So far I have been talking about
our research. It has told us that
the industry members and the
appliance dealers want competi-
tive advertising, that the con-
sumer wants competitive facts on
which to base her choice between
electricity and gas; it has given
us the basis for our Statement of
Policy, and it has dictated the
Copy Platform. Now let’s look at
the ads—the product of all this
spadework and the basic adver-
tising program for the rest of 1960
and all of 1961.

Here is a water heater ad. This
is a family enjoying the benefits
of electric water heating—not a
housewife taking it easy. The cap-
tion on the picture reads: “Flame-
less electric water heating is so
safe.” The copy does not say
electric ‘'water heating is safer,
for we know that without saying
it that comparative comes auto-
matically to the reader’s mind.
The headline asserts, in complete
truth and honesty. “Only Elec-
tricity Provides Flameless Water
Heating.” Note the clean, un-
cluttered, simple personality of
this ad —a forceful but tasteful
communication from our industry
to the American family.

Then there is the new clothes
dryer ad. The same strong use of
the word flameless. There is also
the implication of benefit for the
family instead of simply ease for
the housewife—the rationalization
she needs to initiate the buying
process. There will be other ads
in the same format for the electric
range. The dryer, water heater
and range ads will run in “Life,”
“Saturday Evening Post” and
“Better Homes & Gardens.”

When we turn to electric house
heating, our ads take a sharply

A growing line of

n the Southwest . . .

The growth pattern that has
prevailed during the past several
years continued through 1959.
The Company now serves more
than 144,000 telephones in certain
areas in Texas, Oklahoma,
Arkansas and Louisiana. Of the
total t(ﬂephones in service,

92 per cent are dial operated.

Copies of our 1959 Annual Report
available on request.
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different direction. Electric house
heating is comparatively new.
Perhaps ‘we are now in the stage
of development where the best
thing we can do is tell the public
that there is such a thing as
electric house heating, as the ad
does, describe the principal com-
petitive advantages, and assure
people that this new form of
heating is practical. Ads of this
kind will run in the same maga-
zines as our appliance ads, plus
the “Reader’s Digest,

We have a new format for the
total electric Gold Medallion
Home ads. I call your attention
to three things in particular. These
are  testimonials from families
actually living in Medallion
Homes, the people who have the
experience to testify that total
electric living is comparatively
better. The centerpiece of the ad
is electric ‘house heating, since
heating is the heart of total elec-
tric living. And the headline
testifies to a specific benefit: “To
us the most wonderful thing about
flameless electric house heating is
that it is so clean.” Finally, in
the. individual pictures, the ad
talks about the competitive appli-
ances, HOUSEPOWER and Light
for Living. Spreads like this will
run in “Life,” “Saturday Evening
Post” and “Better Homes & Gar-
dens.”

Just a few words about media.
In 1961, we will run 15 ads in
“Life” magazine, making LBE the
17th largest advertiser in that
magazine among 1,350 advertisers.
There will be 15 ads in the “Post,”
ranking LBE 17th. There will be
an ad in every issue of ‘“Bet'er
Homes & Gardens.” and LBE will
be the second largest advertiser in
the magazine. Five single page ads
will run in “Reader’s Digest,” all
on the subject of house: heating.

Close with: Four Ideas

May I close now:with four-ideas
‘addressed specifically to the pres-
idents and other officers of the
electric utility industry:

(1) It is evident from all of our
research that our advertising must
be competitive. There is no point

to our investment if our advertis-. -

ing is not competitive enough to
win business from other types of
fuel. We must states the case for
electricity as a service to the pub-
lic so the public can make a wise
choice. We will not realize the
industry’s magnificent: opportu-

nities by accident, or inertia, or

by letting things take “their nat-
ural course.,” We will succeed, as
any other American business does,

the industry prospers, so does
each part of it. When we consider
the objectives of the Live Better
Electrically program,. there is no
such thing as a straight electric
company or a combination com-
pany—we are all electric com-
panies, In this concept, it seems
right, desirable and good sense
for all companies to contribute
and have a voice in this family
affair. We ask the full coopera-
tion of all utilities, all manufac-
turers and all our allies—so we
may all rightfully share in the
benefits,

*An address by Mr. MacDonald before
the 28th Annual Counvention of the Edi-
son ' Electric Institute, ~ Atlantic City,
N. J,, June 6, 1960.

Paul-Mark Formed

THIENSVILLE, Wis.—Paul-Mark,
Inc,, has been formed with offices
at 43 Parkview Drive to engage in
a securities business specializing

Ain listed issues. Officers are Paul

A. Frederick, president, Mrs.
Gloria M. Frederick, vice presi-
dent; and Mrs. Sharon M. Splaine,
secretary and treasurer. Mr. Fred-
erick was formerly with Loewi &
Co. Incorporated.

Also a member of the new or-
ganization is Mark J. Splaine,
previously with Loewi & Co. .

A. S. Berry Opens

TULSA, Okla.—Aaron S. Berry is
engaging in a securities business
from offices in the Midco Build-
ing, -

A message for

(2603) 31

Form Astrel Securities

STATEN ISLAND, N. Y.—Astrel
Securities Corp. has been formed
with offices at 25 Central Avenue
to engage in a securities business.
Officers are Aaron Kessler, Pres-~
ident and Treasurer, and Joseph
L. Scozzare, Vice-President and
Secretary.

Cavalier & Otto

Formed on Coast

SAN FRANCISCO, Calif—Cava-
lier & Otto has been formed with
offices at 235 Montgomery Street

to engage in a securities business.
Partners are Alfred P. Otto, Jr.
and William St. Cyr Cavalier. Mr.
Otto was formerly with Schwa=
bacher & Co. Mr. Cavalier was a
limited partner in Dean Witter &
Co.

Central N. Y. Investment
UTICA, N. Y.—Salvatore J. But-
tiglieri is engaging in a securities
business from- offices at 854 Jay
Street under the firm name of
Central New York Investment Co.

Stanford Corp. Branch

PITTSBURGH, Pa. — Stanford
Corporation has opened a branch
office in the Investment Building
under the management of Edwin
Palmer, Y

GROWTH-MINDED MANAGEMENT

interested in huge stores of minerals and chemicals, low-cost fuel, water
and power — and other factors relating to industrial opportunities.

only by having the courage and -

imagination to compete.

(2) We hope that you will ask
your people to tie in your local
promotions with the national pro-
gram—using the word “flameless”
and the slogan “You Live Better
Electrically” and portraying the
family benefits of electric living.
‘This national program will not do
your local job. All sales are made
locally., But keep in mind that
by repeating locally the selling
messages that are used nationally,
your local investment will be sub~
stantially more effective. Our
leadership program needs direct
and active leadership in the in-
dustry’s own companies.

(3) Perhaps it will be agreed
that each company should help

finance the Live Retter Electric- -

ally Program from a separate
budget, rather than borrow funds
from the local promotional budg-
ets and thus reduce ability to
capitalize locally on the oppor-
tunities set up by the national
program. The LBE program is an
additional promotional effort, not
a substitute for the local job.

(4) My last point is this. The
Live Better Electrically program
was conceived and is being op-
erated for the benefit of the en-
tire electrical industry—not just

the utilities, not just some util--

ities, but for all electric utilities,
all . manufacturers ‘of 'electrical
equipment and all our trade allies,
It is imperative that all segments
of our industry recognize that, as

- the Utah, Idaho, Colorado, Wyoming area
: so rich in natural resources g
served by Utah Power & Light Co. and subsidiaries

Telluride Power Company and The Western Colorado Power Ca;

- INDUSTRIAL
- POTENTIALS

in Treasure Chest Land

i s s ol . v i e ot

Write for new 28 page brochure, “A Treasure Chest
in the Growing West”. It is specific, concise, reliable.

UTAH
POWER
§ LIGHT

-

It. discusses the almost inexhaustible storehouse of
raw minerals and chemicals; fuel, water and power
resources; transportation facilities, market growth,
It tells about the human factors — climate, living
conditions, unlimited elbow room. It lists nationally
known companies already here. Inquiries held in
strict confidence.

WRITE TO: D. H. White, !
" Manager Business Development Dept.,
Dept. A5 Utah Power & Light Co.,
Salt Lake City 10, Utah

S Sy Oy

o o, Wt

g |

e Aed A,

Digitized for FRASER ' ;
http://fraser.stlouisfed.org/ ] _ : i




et . O
g S -

e

g
:
{l
4
t
|

32 (2604)

" Exciting Possibilities in
Electric Industry Research

By Philip A. Fleger*, Chairman of the Board and President
Duquesne Light Company

Approximately $250 million annually is being spent on a broad pro-
gram of research between the electric utility companies and electrical
manufacturers to improve the production, delivery and multifold

benefits of electricity. Besides pr

ojecting this figure, Mr. Fleger also

provides a comprehensive insight into possibilities of direct enargy
conversion, heat storage and the—more glamorous—increasad utili
zation of electric power in everyday living which research may pro-

vide. The utility head refers to
intensified research and discusses

areas that could henefit from still
ways of hefter organizing research

including the .expansion of research program within the E. E. I

Research takes many forms. It

can be glamorous and exciting. It
can also be dull and plodding. Re-
constantly

searchers must be
ready to ex-
plore the al-
leys and by- ¢
paths,thedark
and winding

lanes that
often lead no-
where but

that may, sud-
denly, turn a
corner into a
‘bright new
world. It is
along these
little-travelled
paths that the
occasional
revolutionary
discovery may be found. But most
of today’s research is of an evolu-
tionary nature. It is carried out
along the main avenues, the broad
highways that past research has
opened for travel. Research teams
move forward along these roads.
The discoveries they make often
do not seem startling in’ them-
selves, but taken together, they
form the bulk of progress.

Birth of an Industry

Matthew Josephson, in his re-
cent - prize - winning biography,
calls Edison’s Menlo Park labora-
tory “the world’s first industrial
research laboratory.” As you all
know, it was there that the incan-
descent lamp was developed and
the electric industry was born.

Edison specifically set out to
develop an electric system that

Philip A. Fleger

could compete with the gas indus-
iry. Before he opened his first
central station, in 1882, he sent
men from door to door. asking

potential customers whether they-

would change from gas to electric
lighting if the cost were the same.
He found they would and that he
could compete with gas lighting
by selling electricity at about 25
cents a kilowatt-hour, This was
the price he set.

Today, the average revenue per
kilowatt-hour from residential
electricity is just about 1/10th the
price Edison charged. This fact
should serve in itself as the chief
illustration of the dramatic prog-
ress the electric industry has
made during the past 80 years.
And research has made it possi-
ble.

Research in the electric utility
industry differs from that in most
other industries. Because there is
basically no direct competition

etween our companies, the re-
sults of both our evolutionary
and revolutionary research can be
disseminated quickly throughout
our industry. The electric utility
companies learned, early in their
history, that the public interest
and their interests were best
-served when the companpies ex-
changed information freely. To-
day, through the committees of
the Edison Electric Institute, as
well as through other trade or-
ganizations, our companies are
able to learn what each other is
doing and can thus build on each
other’s experience.

The Commercial and Financial Chronicle . . . Thursday, June 16, 1960

Team Work in Research

Through the whole fabric of
electric industry research the key
pattern is “team work.” There not
only is team work among the men
and women in the laboratories,
there is team work among our
companies. There is also team
work among our companies and
our many allies: the electrical
manufacturers, the 'independent
research groups, and the univer-
sities. .

Take, for example, the develop-
ment of higher and higher tem-
peratures and pressures in ther-
mal electric plants. What has
taken place is this: the manufac-
turers have provided laboratory
facilities for research in this area.
The electric utilities, in turn, have
provided facilities for field test-
ing, made suggestions for modifi-
cations of equipment in order to
meet actual operating conditions,
and contributed new  ideas for
meeting the changing require-
ments caused by constant growth
in the use of electricity. In some
phases of the -work, university
research organizations have been
called on for assistance. The re-
sult of this cooperative effort has
been the development of increas-
ingly efficient steam plants.

Another example of team work
can be found in the field. of nu-
clear power. - Since the passage of
the Atomic Energy. Act of 1954,
132 electric utility. companies have
joined with the Atomic Energy
Commission, various .service or-
ganizations, and manufacturers to
take part in 26 projects aimed at
developing nuclear power that
will be competitive with power
produced from conventional fuels.
The majority of these projects
consists, of the construction and
operation of actual nuclear power
plants. - Nine of them, however,
are in the area of research, de-
velopment and study.

Still another sort of team work
can be seen in a research project
carried on at Johns Hopkins Uni-
versity under a grant from EEI
This effort resulted in the suc-
cessful development of an elec-
trical device for use in treating
interruptions of normal heart
rhythm during surgical operations,
The device, by the way, has been
christened the ‘closed-chest de-
fiprillator.” It seems to me that
a little research might be done on

ONLY HALF THE STORY

This 218-ton piece of equipment is only
half the new capacity story for PP&L in
the coming year. Together with an iden-
tical twin, it completes the 300,000-
kilowatt, cross-compound turbine gener-
ator scheduled for in-service at the
Company’s new Brunner Island steam-

electric station in 1961.

is the second “‘outdoor’ plant facility by

This new plant
confidence.

PP&L—a concept pioneered by  the
Company in northeastern latitudes,
The Company believes that sound
pioneering is necessary to PROGRESS
—and that PROGRESS is necessary to
success in effectively meeting customers’
needs, attracting and retaining compe-
tent people and maintaining investor

PENNSYLVANIA POWER & LIGHT COMPANY @

i

finding a somewhat less frighten-
ing name. )

Of course, much of the research
being carried on by the electric
companies is conducted solely by
the companies themselves. In fact,
a recent survey by the Edison
Electric Institute disclosed that
968 projects were either in prog-
ress or had just been completed
by EEI and its member companies.
I am sure that many of these proj-
ects would seem of little inter-
est to the general public. “In-
frared pyrometer studies of over-
head line splices,” for instance,
are not likely to become headline
news anywhere. Still, projects like
this make up the bulk of electric
industry research and provide the
basis for continuing evolutionary
progress in the industry. '

Electric Industry Research
Expenditures

One measure of the scope and
magnitude of the electric indus-
try’s research effort is in terms of
the . dollars being spent. =~ Of
course, it is difficult to calculate
the cost of research accurately on
an industry-wide basis, for com-
panies often  allocate their ex-
penditures in different ways. How-
ever, a recent EEI survey of 120
electric . utility companies does
give an indication of the amount
of money our industry devotes to
this activity. According to the
survey, these companies spent
more than $6% million on re-
search in 1959. This year, 1960,
they estimate they will be spend-
ing in excess of $8 million.

These totals include both engi-
neering and non-engineering re-
search, but they do not include
research in nuclear power. F¥or
several years, our industry -has
concentrated a vast amount of
effort in this promising area. Last
year electric utility .companies
spent more than $100 million on
various phases of nuclear power
research, including the construc-
tion of nuclear power plants. In
1960 they will be spending an-
other $132,000,000.

It is clear from these figures
that the electric utility companies
of this country are devoting ‘a
substantial amount of money to
continued progress in the produc-
tion and delivery of electricity.
To these direct expenditures,
however, we must add the amount
electrical manufacturers spend on
research for thé electric utility
companies. The cost of this re-
search, naturally, is included in
the price of the equipment we
buy from the manufacturers. It
has been estimated at between
$100 million and $125 million an-
nually.

In other words, total electric
industry - research -expenditures,

including expenditures in the nu-~"

clear power field, are currently

running in the neighborhood  of -
one-quarter of a. billion dollars’

annually.

True Dimensions of  Electric
Industry Research

But the true dimensions of our
industry’s research cannot be
fully reflected in dollars and
cents. What will grow out of the
research being done today is dif-
ficult to predict accurately. The
broad outlines may be in sight,
but not the details. And certainly
not the price tags.

Our efforts to generate elec-
tricity from the atom are well
known. Not so well known is the
fact that we are exploring fusion
—the principle of the hydrogen
bomb — as a means of generating
electricity.

Much attention is being devoted
by the electric industry to the
area of direct energy conversion.
Ahead, there is a vision of raw
energy, including nuclear energy,
transmuted directly into elec-
tricity. Our most modern power
plants are able to transform about
40% of the energy locked_ in. a
lump of coal into electricity. This
represents tremendous progress
since Edison’s day when only
2% % of the energy in coal was

being used.  But through direct
conversion, the percentage may be
greatly increased. At the same
time, it ‘may be possible to do
away with most of the bulky and
expensive turbine-generator
equipment we use today._Many
paths are being explored in t_he
attempt to reach this goal, in-
cluding magnetohydrodynamics,
thermoelectric, - thermionic, and
fuel cell. Any one of them: could
result in dramatic developments
in the electric power business. .

Another .important area under
study is that of heat storage. Here
is a subject of great significance
for both the generation and utili+
zation of electricity. For instance,
it would be a great advantage in -
electrie house heating if we could
supply energy for. heating to our
customers at times when the de~
mand for electricity for other uses
is relatively low. This can be done
if some way is developed to store
the heat over a period of time:
Considerable research has: been
done .toward reaching . this goal.

Today, -electric companies - are
experimenting with the use of
radar to warn of approaching ice=
and - thunder-storms. They are
studying ' the effectiveness of
“cloud seeding” as a means of in-
creasing - the water . available in
the area of hydroelectric stations.
They  are studying the -behavior
of lightning.  They are learning
how to slow .down the growth of
trees, without impairing their
health or appearance, in order to
lessen the cost of the pruning
needed to keep trees from grow-
ing into power lines. They are
even studying the habits of wood=
peckers, in order to control the
damage these birds do to wood
poles.

Equally exciting developments
are being explored in the way we
will be utilizing electric power.
People . sometimes say we are
living: in the ‘“push-button” era.
Before too long the push button
may be a thing of the past, as
outmoded as the crank on  a
Model T. In many cases, the elec-
tric -appliances we use will seem
to be thinking for themselves.

Let me describe what electric
living in the future may be like.

If it is raining, or if the house-
wife is busy, she will call the
shopping center .over a two-way
TV-telephone. Merchandise will
appear on the screen, in color,
of course. .

In the kitchen, food will be
prepared, cooked, and served at
the direction -of an electronic.
computer programmed days
ahead of time:. There will be an
appliance that takes the  food
from the freezer to. the range,
tnen. cooks it and serves.it. The
refrigerator will- . be . electronic,
with no moving parts. The ‘dish~
washer -.will only be used on

‘special . occasions, when the best
- china-is brought out. For every-

day use, a small electric machine
will manufacture ' disposable
dishes.

The light bulb will be a thing
cf the past. Instead,- people will
be using area sources of light.
Whole  walls will - glow “with
electroluminescence, And you
won’t even need to flip a switch
to turn them on. All you'll need
to do will be to say the word “on.”
But you’ll have to be careful
about mumbling.

When dirt collects on a carpet,
a closet will open and a vacuum
cleaner will emerge. Automati-
cally, it will clean wherever nec-
essary and then, silently, put it-
self away and close the closet
door.

One wall will probably be made
up of a giant TV screen. On it
you will be able to receive pro-
grams, “live,” from Europe,
Australia or anywhere else in
the world. The signals will be
bounced to. your living room off
satellites circling the,earth, -,

The air in the house will be
comfortable all year round. You
will simply set a control at a
desired temperature and humidity
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and they will be kept at the
selected levels, automatically.
The driveways and paths
around-the house will be heated,
too.. Snow shovels will be oddi-
ties. Interior decorators may even
begin using them as ornaments.
. The "garage doors will open
automatically and electric auto-
mobiles will glide out onto elec-
tronically controlled highways
that will make steering unneces-
sary. The driver will be able to
read, or sleep, watch television,
or just listen to the record player
in the back seat.
- I know it sounds fantastic. Yet,
what will be the most amazing
developments in electric living
probably .are not among - the
things I have mentioned. They
will be the things we cannot even
imagine today, things which only
tomorrow’s ‘' researchers will be
able to dream of, develop, and
eventually bring into reality,

Organizing for Future Research
in the Electric Utility Industry

How soon. these developments
will be brought into reality is
largely dependent on the nature
of the electric industry’s research
program. So the question arises:
Is our research program ade-
quate?

Now, there is no denying that
our research activities are exceed-
ingly broad in scope. On the other
hand, there are a number of prob-
lems that probably warrant more
attention than we are giving them.

The vast potentiality of direct
energy conversion pobably justi-
fies some intensification of our
efforts in this field. Other methods
of generation, such as wind power,
sunlight conversion, and radia-
tion conversion should not be
overlooked. Further studies have
also been suggested on the eco-
nomical use of diesel-driven and
gas turbine-driven generators for
peaking power, stand-by power,
and in combination with steam
plants.

The forecasting of future loads
is a matter of the utmost impor-
tance to every electric utility
company. A lot more work needs
to be done on the defining of the
factors involved and formulating
a method of combining these fac-
tors by electric computer opera-
tion: - .

As load concentration and gen-
erating plant sizes increase, volt-
ages used for transmission -will
also increase, unless appreciably
different distribution or generat-
jng facilities become possible,

In the field of utilization, in-
creased research is being aimed at
further study of the applications
of the heat pump, at developing
a satisfactory electric incinerator,
developing more electric garden
tools, and ‘at a basic study of the
possibilities of obtaining a low-
weight, high-capacity storage bat-
tery of moderate cost. Such a

battery would make the electric
automobile pra{ctical and might

Southern

‘ Copies of our
1959 Annual Report
f available
on request

300 MONTGOMERY STREET -

- stitute.

locally managed telephone company now
ranks 12th largest of the nation’s almost
4,000 Independent Telephone Companies.

Our water divisions, located in parts of
Los Angeles County, portions of San Diego
County, and on the Monterey Peninsula,
provide water service to an estimated
population of 240,000 in those rapidly
growing areas.

S.A_N FRANCISCO 4, CALIFORNIA

also.have valuable applications in
storing energy to level off peak
loads, either for a customer or for
the company’s system as a whole.

These are just a few examples
of the areas in which electric in-
dusty research is going on, but
which might benefit from inten-
sified effort. Some of these areas
clearly are of no direct concern
to the electrical manufacturers,
or to anyone but an electric util-
ity company. Characteristically,
problems of system application or
operation fall into this category.
These are the problems which the
electric ' utility - companies must
attack.

This raises another question:
How should the electric utility
companies approach ‘these prob-
lems? Should the research be car-
ried out by one company, by a
group of companies, or through a
centrally directed program sup-

. ported by all companies?

The subject is of the utmost im-

portance to the future of the elec-
tric industry. Certainly each
problem should be considered
separately. Some. probably are
best suited to individual action,
some to joint action by small
groups of companies, some to ac-
tion by the industry as a whole.
But the general ‘'shape and direc-
tion of our industry’s research
activities deserves our serious at-
tention and, in fact, are being
carefully studied by the Edison
Electric Institute at the present
time,
- As the EEI research program is
now - conducted, suggested re-
search projects are gathered by
the Research Projects Committee
from the engineering committees
and -other committees of the In-
Assisting the Research
Projects Committee in evaluating
the proposals is a Liaison Group
composed of representatives from
each of the five engineering com-
mittees and from the Sales and
Accounting Divisions. No project
is submitted for approval by the
Institute’s Board until it has been
studied by the appropriate com-
mittees as to its feasibility and
value, and until a specific pro-
gram, with estimated cost, has
been prepared for it.

This method of operation as-
sures that research undertaken by
EEI will be devoted to projects
which are of general interest to
the member companies and which
offer reasonable expectation of
practical, beneficial results.

However, in recent years, the
amount of research undertaken by
the Institute has increased sub-
stantially. In addition, a survey
of prospective research projects
by the Research Projects Commit-
tee clearly indicates that this
trend will not only continue but
actually will accelerate if the nec-
essary funds are available. But
research conducted by the Insti-
tute is financed out of the Insti-
tute’s general funds, and it has

Profile of a . A
GROWING company -

California Water & Telephone Company
provides modern service to more than
155,000 telephones in diverse areas of

California. This forward-looking,

Telephone. Cothqng’

now reached proportions which
will require additional funds, if
the volume of work is to increase.
Consequently, if the scope of the
Institutegs research program in the
future is to be determined on the
basis of the merits of projects
which are proposed by the vari-
ous committees, rather than by
arbitrary - financial  limitations,
some new method of financing the
Institute’s research program must
be developed.

Proposed Financing Plan

Therefore, the Institute’s Board
last December decided to inves-
tigate the possibilities of financ-
ing -an expanded Institute re-
search program on the basis of
voluntary, sliding-scale contribu-
tions along the lines of the Live
Better Electrically program. It
now appears that the Board will
be in a position to take action on
proposals for such a program in
September.

While provision will have to be
made for some new method of
financing Institute research, there
appears to be every reason to
continue the present controls ex-
ercised in deciding what projects
should be undertaken. On the
other hand, in view of the increas-
ing importance of research and
the rate at which this activity is
expanding, considerations is be-
ing given to establishing a new
division—the Research Division—
within the EEI organization. This
new division would have the same
stature as the Engineering and
Operating, the Sales, the Account-
ing, the Customer, Employee and
Investor Relations, and the Gen-
eral Divisions of EEI. It would be
built around the present Research
Projects Committee, which has
been doing such a commendable
job for our industry.. Complete
control over the program would
lie with the Research Division and
the EEI Board of Directors.

A Research Division within the
EEI framework is a natural out-
growth of the industry’s present
research activities. Its formation
would give research projects their
proper standing among industry
activities. At the same time, it
would strengthen the framework
which, at some point in the future,
might be called upon to bear the
added weight of an enlarged re-
search effort. Such an organiza-
tion would not replace or con-
flict with the research activities
of individual electric companies
or with the activities undertaken
by small groups of companies. It
would, however, provide a regu-
lar, accessible medium for the ex-
change of information between
companies concerning their re-
search activities. It "would nlso
make it possible for many of the
smaller companies which are not
able to do research work of their

own to participate in this im- °

portant work. Nor would such an
organization impede the com-
petition . between the. electrical
manufacturers in the research
field. This competition has proved
too wvaluable to be disrupted’ in
any way. . 5

Certainly - a substantial, fer-
ward-looking research program
carefully directed in the manner
I have described and properly
publicized would do much to en-
hance the status of our industry
in the eyes of our customers, in-
vestors, and the public in general.

Research has played a great
part in the progress of the elec-
tric industry., By increasing our
research effort and by organizing
ourselves to carry out this re-
search even more effectively, our
industry can continue to spread
the benefits of electric service
in a constantly multiplying
variety of ways. The results will
be at least two-fold: our industry
will be strengthened and the pub-
lic' will be better served.

*An address by Mr. Fleger before the

28th .Annual Convention of the Edison -

Electric Institute, Atlantic. City, N. J.,
June 7, 1960. p
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A Plea on Behalf
Of Invited Guests

The Author of the following
letter to us requested that his
identity mot be disclosed publicly.
—Editor,

“June, the month of roses,
brides, graduates and a nod to
Dear Old Dad on the 19, also
brings forth the various meetings
of groups and associations in the
securities industry throughout the
country, ' :

“And "the "assorted . gatherings,

whether labeled field days, pic-
nics or what have you, raise a
question which has bothered me
over the years. For there is a
growing tendency, and a growing
write-up in‘ assessing the out-of-

towners for the privilege of being:

guests a number of times what
the at-homers ante up,

“Keep in mind, these out-of-
towners are invited, cajoled and,
sometimes, pressured to attend
the functions. They are presumed
to be business friends of the at-
homers and the bouts and/or routs
are supposed to provide more en-
during and endearing contacts.

“Then, why the extra or multi-
plied fees when raffles, pools and
dice normally extract the cash un-
der voluntary conditions, Besides,
there are the opportunities, (two
way of course) for moving some
dusty inventory or|lining up joint
accounts, ete.

“Granted that practically all
groups tap their treasuries to
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some extent for such events. Are
the out-of-towners the patsies to
carry most of the deficits? . And
where is the element of friend-
ship, or the host-guest relation-
ship in such a practice?

This is not a plea for groups to
extend invitations ‘“for  free.”
That would be practically impos-
sible for many. Rather, it is an
advocacy of. the true “Dutch
Treat” technique. All itinerant
members are lodge brothers and
should be treated the same as the

local brethren when it comes to

tges, drinkskor gqlf handicaps.
“When we arrange alleged hos-
pitality whing-dings in the fu-
ture, let's not forget the Supreme
Court and have no segregation.”

David Passell Opens

(Special to THE FINANCIAL CHRONICLE) ) )
CLEARWATER, Fla.— David H.
Passell is engaging in a securities
business from offices at 10 South
Fort Harrison Street, ¢

Form Security Service

SALT LAKE CITY, Utah — Secu=
rity Service, Inc., has been formed
with offices at 3318 South State
tSreet to engage in a securities
business. Ralph E, Ellingson is a
principal of the firm,

Robert Harris Branch

SOUTH ORANGE, N. J—Robert
M. Harris & Co., Inc. has opened
a branch office at 12 South Orange
Avenue under the direction of
Edward F. Dieterle,

ARE YOU "NEW PLANT” PLANNING?

VR

voure WELCOME
IN CENTRAL
EAST-TEXAS

Healthy business climate
Central-Southwest location

Market accessibility

Stable local government « .«
Choice industrial sites
Transpsrtation crossroad; ’
Quality labor pool *
Excellent utilities

Nominal building costs

Wonderful year "round
climate

Abundant natural resources

Cultural-educational
centers

Stimulating recreation

Copies of the annual and quarterly
reports giving further information
on the Company's operation and
the territory served are available
upon request.

IN YOUR COMPANY'S

PROFI

R

PICTURE

See how this rich fuvmﬁng region
is developing into an area of
highly diversified economy!

- AGRICULTURE
LUMBER
MANUFACTURING
OIL AND GAS
MEDICAL CENTERS
' PROCESSING

WAREHOUSING -
DISTRIBUTION

SOUTHWESTERN ELECTRIC SERVICE COMPANY

A TEXAS COMbANY—;OPERATED BY
John T. Shewma

Executive Offices: Mercantile

TEXANS —= SERVING TEXAS CITIZENS
ke, President
Bank Bldg., Dallas, Texas
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Supplying Electric Power
- IsaFree Enterprise Job

By Allen S. King,* Retiring President, Edison Electric Institute
and President, Northern States Power Company

Electric utility spokesman traces the phenomenal growth of industry
wherein he counters the arguments that the job is too hig for indus-
try with a cogent reply showing the opposite to he the case. Con-
cerned with the industry’s split personality in the eyes of the public
and the paradoxical situation that the aggravating challenges stem

from the excellent job it has done
the industry to tell the facts about

and is doing, Mr. King calls upon
itself and our economic system to

“Main Street” in “Main Street” terms. He lists eight areas that an

educational program should include, compares our electric power per-

formance with U.S.S.R.'s, and submits data on what our future per-
formance will be and the capital spending it will entail,

This past year has been a most
rewarding one for me. I am sin-
cerely grateful to the Board of
Directors of the Edison Electric
Institute for
extending to
me the valu-
able opportu-
nity of serv-
ing our great
industry as
President of
the Institute.
The activity
of this posi-
tion has at
times been
very taxing
in terms of
time and
energy, but it
has permitted
me to become much better ac-
quainted with the leaders of our
industry in all parts of the coun-
try. This is more than adequate
compensation for the time and
energy expended.

I have always had a real love
for the electric utility business,
which has absorbed all of my
working life. I have always had a
great deal of confidence in this
industry, and have continually
viewed its potential with enthu-
siastic optimism. Now—after hav-
ing spent a year traveling around
the country and visiting with elec-
tric company people at meetings
of various kinds, I have gained an
even greater feeling of confidence
for the future of our business than
I had before.

Allen S. King

The leaders of our various com-
panies are men of ability, imagi-
nation Jand dedication to an amaz-
ing degree, and this would seem
to assure our future. Our compa-
nies are good citizens in their
operating areas and are continu-
ally promoting the areas in which
they serve. This our communities
recognize. The officers and em-
ployees of all of our' companies
are active in community life and
are, in many instances, the lead-
ing citizens in their various cities
and towns. In short—we are cit-
izens wherever we serve, and have
created good corporate images in
our own operating areas.

These facts should give all of us
real confidence in our industry’s
future, and in our ability to meet
whatever challenges we may en-
counter,

A year ago at the New Orleans
Convention, I stated that it would
be my purpose this year as I
traveled around the . country, to
emphasize the need of the “Main
Street” approach to our industry
problems. Basically, the' job of
serving electricity to people is
quite a personal and local activ-
ity. Even in our larger companies
there is a neighborhood aspect to
all of our business dealings. We
are truly operating right down on
“Main Street” — and it is only
when we forget this point that we
seem to get into serious difficul-
ties.

It is iat the nelghborhood level
that our companies have their
greatest challenges. A consolida-
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tion of this neighborhood approach
by all of our companies would go
a long way toward favorable solu-

' tions to certain of our national

problems.

Our strength is in our great
record of expanding service to the
homes, farms, and industries of
our country — the unprecedented
job we have done in bringing
electric service and its benefits to
all Americans. We have achieved
world leadership in power supply
through the operation of our in-
dustry as part of our free enter-
prise system. By maintaining our
industry as an active part of
American free enterprise we will
move forward to new records of
achievement in the future.

Paradoxical Source of Challenge

Panadoxically, it can be said
that some of our most aggravating
challenges stem from the very
excellent job we have done, and
are doing, in expanding the use of
electricity. Through our sales ef-
forts 'and through a continual re-
duction in the cost of our product,
we have developed the use of
electricity in this country to the
point where most people consider
it a necessity of life. There is a
tendency on the part of many
people to take electricity for
granted, and to consider it almost
as - much their right as the air
which they breathe. This creates
for us the very serious problem
of maintaining the understanding
and interest of our customers in
the many and varied problems
connected with maintaining reli-
able power supply.

In the process of increasing the
use of electricity most of our
companies have . been growing
bigger and it becomes increasingly
difficult " o impress upon . our
customers our  identity as' in-
vestor-owned ' companies which
are actually an integral part of the
American free enterprise system.
This problem of maintaining the
identity of our orgamzatlons as
investor-owned companies is a
continual one, Related to it is the
problem of making sure that
people know that our companies
are not “Wall Street” owned and
controlled, but are owned by
thousands upon thousands of in-
dividual Americans. These many
owners are our neighbors—
farmers, workmen, professional
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men, housewives, ‘and others

throughout the country.

" In this process of rapid growth
we seemed to have developed a
split personality in the eyes of
many people. That is, customers
may view their own local electric
company with approval — yet
somehow they do not transfer
many aspects of this image to the
industry as a whole. Instead, they
seem to view the whole industry
in a different light despite the fact
that the industry, as a whole, con~
sists entirely of independent in-
vestor-owned companies. like the
one they feel serves them so well.
We will have made a great ad-
vance in our industry’s public re-
lations if we could find a method
of bringing to the industry image
the features of individual ap-
proval that our own companies
have, and at the same time build-
ing up and transferring to the
companies some of the aspects of
the industry image which would
be of value at the local level. In
other words, there should be a
unified and harmonious image for
both the companies and the indus-
try. The factors involved in this
complex problem are under study
now.

The determination with which
we tackle these problems in our
own back yard will be of great
significance to the future of the
industry and ‘every company in
4t

Whatever our activities may be
—on “Main Street” and in our na-
tional associations—we must give
emphasis in telling our story to
what we are doing for people
now, and what we will be doing
to meet individual community and
national needs in the future. His-
tory is being made so rapidly to-
day that most people do.not have
time to look back very far, nor
do they have the inclination. More
and more we are becoming a
civilization attuned to the future
—perhaps, at times, anxiously—
but nevertheless,  absorbing as
much as we can of today’s de-
velopments and tomorrow’s pos-
sibilities. Our electric utility in-
dustry has a great history filled
with romance — filled with ac-
complishments of men of great
initiative—but we cannot expect
to be too much interested in what
our electric industry has done in
the past. They want to know what
we are doing now, and what we
will.- do to meet their, needs for
the future.

General Concern About the Future

The truth of this has been borne
out by several recent events. The
widespread newspaper and gen-
eral interest in the report on Rus-
sia power industry developments,
and the comparisons which have

been made between the develop-
" ments in Russia and in this coun-

try, seem to indicate that the eyes
of all of our people are focused
on our plans for the future. We
have also witnessed the consider-
able interest of our Congressional
leaders in the publication by EEI
of the forecasts of electric power
in this country for 1970 and 1980.

" In short, it would appear that our
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people-are looking ahead and are
directly concerned with how our
industry is preparing to meet the
future demands for power.

The results of intensive studies.

by EEI Committees enable us to
give some very realistic predic-
tions of what thé power business
will be like in 1970 and 1980. All
of our companies have contributed
to these studies, and because of
the nature of our business we are
probably better prepared to pre-
dict the future in our copmu-
nities than anyone else. We have
to be, if electric power is to meet
the future needs, and to be on
hand when it is required. So we
feel that these predictions have
substance, and in all probablhty
will be borne out.

Here are some of the highlights
of what we see ahead: By 1970

total power producing capability ‘i

of the electric companies is ex-
pected to reach 263,000,000 kilo~
wiatts — more than twice today’s
total. The total electric energy
output will be in a new series of
numbers—the trillions — reaching
a total of 1.2 trillion kilowatt-
hours — approximately twice to-
day’s total.

By 1980 electric company power
producing capability is expected
to reach more than 492,000,000
kilowatts ~which is nearly four
times today’s total, and nearly
twice the prediction for 1970. The
total electric company energy out-
put is expected to reach nearly
2.3 trillion kilowatt-hours—again
four times today’s total.

Our electric companies had at
the end of last year 43 billion
dollars invested in electric plant
and “equipment, which is more
than double what it was ten years
ago. It is expected that new con-
struction will require $51.9 bil-
lion to be spent by 1970, and an
additional $91.4 billion by 1980.

Predicts Hike in Capital Spending

Altogether from the beginning
of 1960 through 1980 about $143.3
billion will be required to pro-
vide the additional plant and
equipment that is predicted. In
1980 owr new construction ex-
penditures are expected to be at
an annual rate of about $12 bil-
lion' compared to about $3% bil=«
lion in 1960. Our country’s gross
national product, disposable per-
sonal incomes, and personal sav-

ings are expected to increase with .

the result that funds will be avail-
able for investment in the utility
companies to meet these tremen-
dous future demands for money,
These, forecasts indicate - the
basic faith of the electric compa=
nies in the vigor and potential
of the United States.- Our compa-
nies believe, for example, that the
over-all economy will continue to
grow at least at the rate it has
during the period since World
War II.' The population trend, the
formation of new households, and
the continual adoption of new
electricity-using: methods are all
among the guideposts taken into
account in making these forecasts.
The very magnitude of the
numbers involved in our business
—the billions of dollars—the mil-
lions of kilowatts, and soon the
trillions of kilowatt-hours —are
admittedly immensely difficult to
comprehend. The growth we fore~
see may seem to some to be fan=
tastic — yet we know that the
dimensions of our industry today
would have seemed equally
breathtaking if they were fore-
casted only 20 years ago, at which
time our investment in electric
plant was about $12 billion-—Iless
than one-third of today’s total. |
These numbers, however, are so
astronomical that . despite their
significance they are really not
adequate answers by themselves
to that question of our neighbors,
“What does this all mean to me—
how do I benefit?” Let us for a
moment leave this stratosphere of
figures and see what these pre-
dictions mean to Mr. Joe Doaks.

Reduces Figures to Per Capita

One - ot the best indications of
a nation’s economic strength, and
the well-being and standard of
living .of .its people, is -the per
capita wuse of electricity. In 1959
the -total power output ‘of the
United: States amounted. to 4,525
kilowatt-hours - for every man,
woman and child in the nation,
In 1970 the per capita. output is
expected to reach 7,555 kilowatt=
hours, and in 1980 the per capifa
forecast is about 11,800 kilowatt-
hours for each person.

What do these figures mean in
terms of human energy? Based on
accepted energy equlvalents, the
electricity we use today is esti-
mated to equal the energy of more
than 67 men working for every
single one of us—67 men working
for- each man,. woman and. child

in the country—at home, on thé

e e e e e

R U

S S BB R S R B A S N o P el e RN




Digitized
http://fras

T e e

RS A

R R R (A

BRSNS

combined.

[E—

o A e e A SO

s

Volume 191 Number 5860 . .. The Commercial and Financial Chronicle

job, @nd in the manufacture of
the things we buy. By 1970 each
of us will have at‘his service ‘the
equivalent energy of more than
112 men, and ten years later, 176
men,

The best way .of all is for each

of us to take stock of ourselves
and to think of the various ways
in which electricity serves us.
Without a check list this becomes
a difficult process as we have
found in our own company’s ex-
perience. If the average person is
asked to guess how many appli-
anees-using eleetricity that he has
in his home, his guess is usually
about ' one-quarter .of the actual
number that is in use. We have
developed quite an effective ad-
vertising stunt on this subject in
our .company. We provide. our
customers with check lists on
which they first guess the total
number of the appliances they
have, and then turn over the page
and check off from a full list of
appliances the number that is in
use. We find this game to be quite
interesting to our people. ‘For the
future we expect there will be
changes that are even more sur-
prising than those that have oc-
curred!in the past.
., Of all forms of communication,
word-of-mouth is still the most
effective. Even with all the claims
on people’s attention being made
through TV, radio, newspapers
and magazines, the most lasting
impression results when someone
you like- and respect tells you
something. Here is an opportu-
nity for all of our employees—
and certainly our wives—to enter
into this “Main Street” job of tell-
ing our story to people.

What Private Electric Power
Has Done

- The story of what the electric
industry is doing, and is going to
do, is a dramatic and exciting ex-
ample of the effectiveness of ‘a
free economic system.- As we-tell
this story we must make the fact
very clear that the abundant sup-
ply of electricity available in
America is a direct result of the
free economic system in this
country. Although there are areas
in this country in which power is
being distributed on some Dbasis
other than free  enterprise, the
history of our industry from its
inception has been a history of
men. investing their funds and
their talents in the growth of our
electric supply.

From the time that Thomas
Edison invented the incandescent
lamp and set up the first central
station system on Pearl Street in
New York, numerous power sup-
ply systems based on Edison’s
work were established—all in the
free enterprising tradition. A suc-
cession of imaginative men with
great initiative has developed
through the years in this country
a growing -system - of . generation
and distribution that has built for
America its outstanding industrial
might. ' Today the United States
produces more electricity than the
next seven nations in the world

JUTEC T S T pian

. -Russia presents a good- example
of what can be accomplished under
a centrally - controlled ' economy.
In Russia ‘under -the Czar; and
later' under the. Communists, the
government maintains. strict con-
trol of the lives of the people and
what they may use and do. Amer-

ica, under its free economic ‘sys-
‘tem, has made possible the growth
of an electric industry that in 1959
produced more than three times
as much electricity as the Soviet
Union. On a per capita basis, the
difference is even more striking.
About four times as much elec-
tricity is available to each person
in this country as there is to each
person in Russia.

In some aspects, life in Russia
seems to be changing. Russia, in
a good many ways, is borrowing
ideas and practices from our own
free enterprise system,. In certain
government stores it is now pos-
sible to buy goods on credit. There
is now a list of 21 kinds of goods
that can be purchased on the in-
stalment plan, including, for ex-
ample, two kinds of radios, fur
articles, ‘accordions, an'd even
wooden canoes.

Compares U.S.A. to U.S.S.R. in
Electric Usage

We read promises of future in-
creases of consumer goods in Rus-
sia, but the actual changes in that
direction seem to have been rather
small. As an example of how the
Russian society is oriented, in 1958
only about 16% of the power pro-
duced in the USSR went for resi-
dential and rural use, compared
with 29.8% in our country. As a
matter of fact, the Russians are
conducting a nationwide campaign

to keep the use of electric power:

by people to a minimum. Letters
and articles suggesting new ways
to save electricity appear regu-
larly in the Russian press. One of
these articles in a recent issue of
Pravda suggests that street lights
be turned off late at night to save
electricity.

This is quite contrary to the
situation in this country. We do
not ask people to save electricity
—we try to multiply the variety
of ways people benefit from elec-
tric service. We try to-sell elec-
tricity in competition with other
forms of energy. All of our com-
panies have instituted ‘aggressive
sales programs. We have even
united on a national scale in the
Live Better Electrically program,
to establish a core program of na-
tional advertising to increase the
sale of electricity. We conduct
broad research and development
programs aimed at finding new
uses for electricity; and also find-
ing more. economic methods of
providing electric service.

The free enterprise system of
our country allows for flexibility
of organization that produces the
most economic results in electric
power production: Our electric
companies operate on a local basis,
as they should, and yet they func-
tion in regional and national or-
ganizations at the same time. The
companies administer those things
locally which are best suited to
local attention and decision. At
the same time, they can join with
other companies on regional and
national levels to act in a number
of ways. For example, in united
research projects—for the inter-
connection of systems, for long-
range developments and planning
:for ‘the' exchange of information
and experience — for advertising,
and,. in general, sales promotion
programs—and in other ways.

Calis for More i Economic
Education

- The truth of the effectiveness of
.this system is shown clearly by
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the fact that over the years, as the
cost of living has been rising, the
price of electricity has been going
down.. Although the cost of living
has more than doubled in the
past 25 years, the average price
of residential electricity has de-
creased by more than half during
the same time.

If we are to insure the continu-
ation of the free enterprise cli-
mate that has made possible the
rapid growth of the American
electric -industry, electric compa-
nies throughout the country must
redouble- their efforts in this area
of ‘economic 'education. Freedom
can be, and has been, lost through
neglect. A free economic system
can be replaced by a totalitarian
system if the people do not want
it and do not work to keep it.

People will not work to keep
freedom if they do net understand
it. Without a knowledge of eco-
nomic facts people can be fooled
into " thinking that a totalitarian
system might be better than our
American free enterprise system.
In a free country such as ours,
the people control our destiny.
Our people would not seek a
change in our system to a totali-
tarian or socialistic system-—but
small change added to small
change soon develops certain fun-
damental changes. It is most un-
fortunate that so many people, in
calling upon our government for
changes, base their requests upon
an erroneous idea of what our
present free enterprise system has
done for them. It is up to us, each
one of our companies, to have a
part in presenting proper facts to
the people.

America, with only 6% of the
world’s population, has, through
its economic system, developed
over the years so that it now
produces more  than half.  of. the
world’s - wealth. This small 6%
of the world’s population enjoys a
standard of material living''that
has been the desire and dream of
men throughout the ages. Along
with this, an integral part of our
American way of life has been the
development of standards of free-
dom that have been the aspiration
of men from the beginning of time.
The electric industry has been an
important factor in the develop-
ment of our American productive
system, -and is a very important
factor in the way every American
lives. The growth and use of elec-

tric power has contributed to, ‘and
has been stimulated by, the growth

of the American economy. ‘The-

future of the electric industry and
of the nation as a whole depends
on a continuation of the American
free economic system, and in
maintaining the electric utility
business as an integral part of
that free enterprise system.

Job Is Too Big for Government

There are some people who say
that the job of supplying elec-
tricity to the country in the future
is too big far industry, so that the
government must do it. I say to
you that the job is so big that free
enterprising industry must con-
tinue to do it, not government.

Where the scope of an activity
is logically and properly in the
public domain, the project is al-
most invariably in some sort of
financial distress. For example,
we find that there is continual fi-
nancial stress in the areas of pub-
lic roads, schools, water supply
and sanitation, and people are at-
tempting to find new sources of
money for these purposes.

In areas of our country where
so-called public power is domi-
nant, we find that there is an ur-
gency to borrow from our free
enterprise method of financing to
meet the needs of the people. TVA
is now preparing to finance its
growth through revenue:  bonds
because it had difficulty in getting
its money from the Congress. If
TVA really wants to become a
free enterprise electric system, it
should finance its whole power
business in the free market at the
going rates for money, and it
should pay taxes in the same way
that the electric companies do.

We find the power system in
Nebraska financed by revenue
bonds, and. in the Pacific North-
west -the revenue bond technique
has been uysed by, the public power
districts. The only difference in
these cases from our free enter-
prise method is the lack of any
equity capital, and the tax-free or
nearly tax-free status of the oper-
ation.

Government Power Is Expensive
But Priced Cheap

Government power is expensive

power when all factors of cost are
taken into account. It is expen-
sive—but it is priced cheap, and

(2607) 35

the taxpayer makes up the differ-
ence, J ' )

‘The ‘goverhmeént might” better
use its taxing resources for those
purposes which are undeniably in
the public domain, and let free
enterprise continue to develop the
power generation and distribution
systems of the country.

The future of the American
electric industry and the future of
all the “Main Streets” and rural
routes of this country are inex-
tricably united.. Here again is a

place where all electric compa=

nies should ‘'remember the “Main
Street” aspect of our business.
Our companies solve engineering
and accounting and other prob-
lems on the local level, and as we
attempt to meet our share of de-
veloping & program' of economie
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