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SEEWHY THEY PE WITHA SMILE 

ON THE LASYMRITING BVA t 

ROYAL IS THE EASIEST to operate of all 
typewriters. You hear proof of that wher- 
ever Easy-Writing Royals are used . . . in 
words of praise for Royal’s lightness of 
action, its amazing speed and conven- 
ience. You see it in the way operators 
type—cheerful, relaxed . . . in the better 
work they do—faster! 

Invite a demonstration . . . Compare 
the Work! It costs nothing—and it proves 
everything! Royal Typewriter Company, 
Inc., 2 Park Avenue, New York. 

World's largest company devoted exclusively to the manus 
facture of typewriters. Factory: Hartford, Conn. 

ENDS THIS! 

Royal’s famous 
Finger-Comfort 
Keys scientifically 
cushion every fin- 
ger-stroke. On the 
Royal, each key re- 
sponds quickly, 
lightly—the shift- 
keys, as easily as 
the letter-keys! 

ENDS THIS! 

Sey 

With Royal’s exclusive 
Shift Freedom, the car- 
riage is stationary. It 
does not ‘bob’ — dis- 
tracting the typist, tiring 
and straining her eyes. 

Here is the reason! The improvements illustrated, and many others as well, 
were developed and perfected exclusively by Royal. No other typewriter has them! 

SHIFT FREEDOM. Instead 
of the heavy carriage 
rising—and banging—it 
is fixed. Typing is 
smooth and rhythmic. 
*Trade-Mark for key-tension device 

TOUCH CONTROL*. In- 
stantly, visibly, the oper- 
ator adapts the Easy- 
Writing Royal to her 
exact typing “touch.” 

FINGER COMFORT KEYS. 
Concave. No curbs to 
trip fingers. Non-glare. 
They provide for speedy 
and accurate typing. 

The typist, regardless of strength, oper- 
ates the Royal without conscious effort. 
Controls are centralized—within easy 
reach! Each answers the lightest touch! 

Copyright, 1937, Royal Typewrtter Company, Inc. 

Modernize with ROYAL, World’s No. 1 Typewriter 
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Business firms planning to move will do well to 

consider the many advantages The Guardian 

Life Building has to offer. Centrally located in 

a part of the town where more and more firms 

are making their headquarters, The Guardian 

Life Building is particularly advantageous be- 

cause of—Light on all Four Sides . . . Excep- 

tionally High Ceilings ... Owner Management. 

Due to Guardian Life advertising, The 

Guardian Life Building is knownthe world over. 

And it is convenient to no less than nine 

different transit lines—within ten minutes of 

Wall Street, Times Square, Pennsylvania and 

Grand Central areas. 

Both large and small units are available for 

immediate occupancy. Moderate Rentals. For 

floor plans, write office of the building, Room 

1710—or Phone STuyvesant 9-3000. 

THE — 

GUARDIAN LIFE BUILDING 

4th AVE, at 17th ST. + 50 UNION SQUARE, NEW YORK CITY 
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Liditortal Comment 

he controllership a profession? It should not be 

necessary to raise this question, and controllers 

themselves would be the last to do so, but it is a fact 

that in the minds of many—and these perhaps may 

even include numerous controllers—there may be 

some doubt that it is a profession. Controllers 

themselves have made no move toward seeking 

recognition of controllership as a profession. There 

has been desultory conversation on that point from 

time to time in meetings of controllers. The group 

of controllers who formed the nucleus of The Con- 

trollers Institute of America when it was organized, 

gave more attention to this matter than the hun- 

dreds of controllers who have affiliated themselves 

with The Institute in later years, but no formal rec- 

ognition of controllership as a profession has been 

sought by controllers. 

Yet, applying the definitions of “profession” 

found in standard authorities, one must perforce 

come to the conclusion that controllership measures 

up to all the standards and is in reality a profession. 

Funk & Wagnalls Dictionary, for instance, says that 

a profession is an “occupation that properly involves 

a liberal education or its equivalent and mental 

rather than manual labor, especially one of the 

learned professions. Hence, any calling or occupa- 

tion involving special mental and other attainments, 

as editing, acting, engineering, authorship, et al.” 

And Century Dictionary: “The calling or occupa- 

tion which one professes to understand and to fol- 

low; vocation; specifically, a vocation in which a 

professed knowledge of some department of science 

or learning is used by its practical application to af- 

fairs of others, either in advising, guiding, or teach- 

ing them, or in serving their interests or welfare 

in the practice of an art founded on it. Formerly 

theology, law and medicine were specifically known 

as the professions; but as the applications of 

science and learning are extended to other de- 

partments of affairs, other vocations also receive 

the name. The word implies professed attainments 

in special knowledge, as distinguished from mere 

skill; a practical dealing with affairs, as distinguished 

from mere study or investigation; and an applica- 

tion of such knowledge to uses for others as a voca- 

tion, as distinguished from its pursuit for one’s own 

purposes.” 

And Webster’s Dictionary: “An occupation if not 

purely commercial, mechanical, agricultural, or the 

like, to which one devotes oneself; a calling in 

which one professes to have acquired some special 

knowledge and by way either of instructing, guid- 
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Stabilized Accounting Shows REAL 

Financial Status and Income 

States Results In Terms of Dollar of Stable Purchasing Power, As Contrasted With 

Distorted Picture Presented When Results Are Stated in Terms of Fluctuating 

Dollar—“An Accounting Parable’—Paper By DR. HENRY WHITCOMB SWEENEY. 

TABILIZED accounting, advocated 

in this paper by DR. HENRY WHIT- 

COMB SWEENEY, a member of THE 
CONTROLLERS INSTITUTE OF AMER- 

ICA, is a subject concerning which 

more will undoubtedly be heard as 

knowledge concerning it is spread 
through the business world. Dr. 

SWEENEY presented the paper that fol- 

lows, before the newly organized Dis- 
trict of Columbia Control, of THE 
CONTROLLERS INSTITUTE OF AMER- 

cA, on March 25, at a meeting held in 

the Mayflower Hotel, Washington. 

Dr. SwEENEY’S book, ‘Stabilized 

Accounting,” was reviewed in the July, 

1936, issue of THE CONTROLLER. An 

article by Dr. SWEENEY, “How In- 

flation Would Affect Balance Sheet of 

a Business,” was published in the 

June, 1935, issue of THE CON- 

TROLLER. Dr. SWEENEY has written 

much on this subject. He is a pioneer 

—a persistent pioneer—who is gradu- 

ally obtaining a hearing. His articles 

have appeared in a number of well 

known and influential accounting pub- 

lications. His book and other writings 

have had excellent reviews. 

At present DR. SWEENEY is with the 

bank examination division of the Farm 

Credit Administration. Previously he 

was depreciation expert with the 

Federal Communications Commission; 

assistant controller of Commercial In- 

vestment Trust Corporation; and a su- 

pervisor in public accounting for a 

number of years, having been with the 

New York office of Price, Waterhouse 

& Company for six years. At present 

he is also professor of accounting at 

Georgetown University, and assistant 

editor of “The Accounting Review,” 

and visiting lecturer in accounting at 

Columbia. He has a Ph.D. from 

Columbia in accounting and economics, 
and is a C.P.A. of a number of states, 
including New York. 

—THE EpITor. 

Once upon a time a very young man 
named John decided to open a retail 

vegetable shop. His father, a farmer, 
gave him 5,000 Spanish onions—all 

large and sound and of approximately 

the same size—with which to begin 
business, and loaned him the necessary 
equipment. John, having leased a shop, 
sold some of the onions and with the 
proceeds bought other vegetables. 

These he also sold and with the re- 
sulting proceeds bought still more, and 

so on. He paid the rent and all his 
bills, doing a strictly cash business. 

VEGETABLE ACCOUNTING 

At the end of the month he desired 
to know where he stood financially and 
how much profit, if any, he had made. 
He knew nothing about accounting 

and had kept no records. But he in- 

ventoried all his business possessions. 
These consisted of only vegetables, in- 

asmuch as he had spent all the cash 
that he had taken in, and his equip- 

ment still consisted of only that lent 
him by his father. Furthermore, since 

he owed no bills whatsoever, his net 
worth was also represented by simply 

his vegetables, which in turn consisted 
of simply 3,500 Spanish onions and 

3,500 radishes. 

John thereupon added these two dif- 

ferent quantities of vegetables, finding, 

of course, that the 3,500 onions plus 

the 3,500 radishes totaled 7,000 vege- 

tables. He then reasoned as follows: 

“I began on the first day of the month 

with 5,000 vegetables. I now have 

7,000. Hence, my capital has increased 

40 per cent. during the month, and 

since I withdrew nothing at all from 

the business for myself, and invested 
nothing more, my profit is represented 
by 2,000 vegetables, or 40 per cent. 

on my initial investment. At this rate 
I'll soon be rich.” 

On the basis of such reasoning he 
pursued the same methods and poli- 

cies, only more eagerly because they 

seemed so lucrative, and as a result he 
found himself at the end of the second 
month with 10,000 radishes, owning 

no other assets and owing no liabili- 
ties. Triumphantly he brought to his 
father the news that in only two 

months of operation his capital had 
doubled and his profit had been 100 
per cent. 

Restraining a smile at such boyish 

folly, his father pointed out to John 
that John’s opening capital of 5,000 

Spanish onions had been worth five 

times as much as his final capital of 

10,000 radishes and that John, instead 
of doubling his capital by means of 
retained profits, had actually lost four- 
fifths of it. For John had begun with 

5,000 onions worth 10¢ each and had 
ended with 10,000 radishes worth only 
1¢ each. His father then explained 

that capital and income must not be 
measured in terms of vegetables, be- 

cause every vegetable is different from 
every other, and that a large quantity 

of less valuable vegetables may be 
worth much less than a much smaller 

quantity of more valuable vegetables. 
John’s operations, of course, might 

have proved to be highly successful in 
spite of his haphazard manner of ac- 

counting. For he might have acquired 
such a number and such kinds of vege- 
tables that they would have had to be 
acknowledged to represent real income 

and a really enhanced capital, regard- 
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less of how measured. Nevertheless, 
if his accounting had continued to be 

conducted in vegetable units, his suc- 
cess would certainly have occurred in 
spite of his manner of accounting, and 

not, in any way, because of it. 

TRADITIONAL ACCOUNTING 

However, John had learned his les- 
son. So he disavowed vegetable ac- 
counting and, anxious to obtain a 

knowledge of a really sound mode of 
accounting, attended a recognized uni- 
versity school of business. There he 
learned traditional, conventional ac- 
counting and obtained high grades to 
show his proficiency therein. But he 
still wanted to engage in his own busi- 

ness, and he still wanted to show peo- 
ple that he could sell vegetables suc- 

cessfully. 

So he began again with a retail 
vegetable shop, but on a much larger 

scale, investing $10,000 in cash and 

opening a set of accounts in the ap- 
proved orthodox fashion. He worked 

hard and relied on the figures in his 
accounts to show him whether his 

methods and policies were truly profit- 
able. Thus using his accounting as a 
guide, he drew up his balance sheet at 
the close of his first year in the new 

business and learned with great satis- 
faction that his net worth was $12,500, 
i.e., $2,500 more than the net worth 
that he had invested at the beginning 

of the year. Furthermore, since he 

had withdrawn nothing from the busi- 
ness and had not put in any more cap- 
ital, the $2,500 also represented his 
net income, which, of course, his care- 

fully kept set of accounts faithfully 
portrayed. He had sold all his vege- 

tables and had sold them for cash, he 

had paid all his bills, and he continued 
to rent the equipment and the space 
that he required. So his $12,500 of 
net worth was represented by just $12,- 

500 of cash. 

Unfortunately, though, for John’s 
peace of mind and for his new-found 
faith in the accusacy of traditional ac- 

counting, John had also studied some- 

thing about economics and prices and 
hence of the nature of money. He 

knew that money was worth only what 

it would buy and that it was of no use 
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by itself. He had been properly taught 
to look upon it as a kind of wagon, 

one of whose primary functions was to 
carry goods and services from one per- 

son to another. 

Consequently, from this standpoint 
he began to study his $10,000 of net 
worth at the beginning of the year in 
relation to his $12,500 of net worth 

at the end of the year. To his rapidly 
growing dismay he realized that the 
$10,000 at the beginning of the year 
would have carried more goods and 
services to him than the $12,500 at the 
end of the year would carry to him. 
The reason was that every dollar in 

the $10,000 at the beginning of the 
year had been a much bigger wagon 

than every dollar in the $12,500 at the 
end of the year. In other words, the 
dollar at the beginning of the year 

would have bought much more than 

the dollar at the end of the year would 
buy, with the result that if his net 
worth at the end of the year was 

merely to equal his net worth at the 
beginning, he should have had enough 

more dollars to offset the decrease in 
the purchasing power of each dollar. 

That is to say, he should have had 
enough more of the smaller wagons 
(dollars) at the end of the year to 
enable the same quantity of goods and 

services to be carried to him as the 
smaller quantity of larger wagons (dol- 
lars) at the beginning of the year could 
have carried. 

But in this case he did not have 
enough more of the smaller dollar 
wagons at the end of the year. For 

the assumption here is that the general 
price level rose 50 per cent. between 

the beginning and the end of the year 

in which John carried on his opera- 

tions. Hence, the dollar wagon at the 

end of the year was only two-thirds as 

large as the dollar wagon at the begin- 

ning of the year, and, therefore, 

15,000 of the dollar wagons at the 

end of the year were needed to do the 

work that only 10,000 of the dollar 

wagons at the beginning of the year 

had been needed to do.! 

Consequently, John, in order simply 

to have maintained his capital—exclu- 

sive of any profit—should have had 

$15,000 at the end of the year. He had, 

however, only $12,500. He thought 
that he had realized a profit of $2,500 
and that his real capital was that 
amount greater than his real capital 

at the beginning of the year. But 
actually his real capital at the end of 

the year was $2,500 /ess than the capi- 
tal with which he had begun, and in- 
stead of earning a profit of $2,500, he 
had sustained a Joss of $2,500. 

Do tars Not ALL ALIKE 

Thus, John learned that one dollar 
is not always the same as every other 
dollar. Indeed, upon pondering over 
the matter, he realized more and more 

clearly that, as a whole, most of the 
dollar amounts on balance sheets and 
income statements prepared by tradi- 
tional accounting could not properly 
be combined or compared with any 

of the other dollar amounts on such 
accounting statements. And this re- 
grettable state of affairs, he found, had 
to be laid at the door of a very theo- 

retical and unrealistic assumption that 
is always made by traditional account- 

ing. 
This assumption is that one dollar 

invariably has the same meaning as 
every other dollar. Now such an as- 

sumption may be a very helpful one 
to make under controlled laboratory 
conditions where the disturbing influ- 

ence of change in the size of the dollar 
measuring-unit is to be eliminated 
temporarily so that the true natures of 
other phenomena may be better re- 

vealed. In fact, such temporary elimi- 
nation of a variable is commonly 

and justifiably employed in economic 
studies, being shown by the use of the 

"That 15,000 were needed at the end of 
the year may be mathematically demon- 
strated, thus: 
Let A equal the size of the dollar wagon 

at the beginning of the year. 

Then 2A equals the size of the dollar 

wagon at the end of the year. 
Let X equal the number of dollar wagons 

needed at the end of the year to give 
the same carrying capacity as 10,000 at 
the beginning of the year. 

Then: 

x 7A= 10,000 A 

2A X = 30,000 A 
2 X = 30,000 
X= 15,000, the number of dollar 

wagons needed at the end of 
the year. 
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well-known phrase, “other things be- 
ing equal.” But an assumption of this 
kind should never be employed when 

the effects of actual conditions on a 
business or on any other economic 
process are being studied and when, 

in practice, all the variable factors, 
disturbing and complicating though 
they may be, are actually in operation. 
That is to say, the assumption that all 

dollars are equal should ‘never be made 
when accounting is applied to actual 
figures of ordinary business events, and 

when accounting does make such an 
unwarranted assumption, it becomes 

theoretical in the worst sense—in the 
sense of inapplicable or improper 
theory—and its proud boast of being 
very practical and realistic and tangible 

becomes revealed as most hollow and 

untrue. 

CHANGED FoRM OF ACCOUNTING, 
BUT Not NATURE 

Thus, in the parable above, John 
came to realize that when he shifted 

so trustingly from vegetable accounting 
to traditional accounting, he was chang- 

ing merely the form of unit in his 
accounting system,—but he was not 

changing the fundamental nature of 
his unit. For he was still using a unit 
that, although called a “dollar,” was 
essentially just like a vegetable after all 

because it did not always have the same 
meaning. In other words, Azs dollar 
was only a vegetable dollar, and, when 
it was used, even such a simple equa- 

tion as $1 + $1 — $2 was more apt 
to be misrepresentative of the under- 
lying facts than representative of them. 

Accounting figures expressed in veg- 

etable dollars, therefore, are a danger- 
ous guide, and while, despite them- 
selves, they may often point the way 
along which success lies, they may also 

point the way along which disaster, 
disguised as success, lies. In most 

instances, naturally, the degrees of er- 

rors present in traditional accounting 

figures depend upon the degrees of 

fluctuation in the size of the dollar. 

Between July, 1913 and June, 1920, 

a space of only six years and eleven 

months, the size or value of the dollar 

went down approximately 50 per cent. 

—which meant that twice as much 
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money was required in June, 1920 to 

buy the same quantity of goods and 
services, in general, as was required 
in July, 1913. It also meant that sur- 
plus, if properly measured, had to be 
twice as great in June, 1920 in order 
to represent merely the same amount 

of undistributed earnings. 
Then from June, 1920 to February, 

1922 the value of the dollar reversed 
its trend and advanced about one third. 

This meant that a profit of, for exam- 

ple, $30,000 in February, 1922 was 
equivalent, if properly measured, to a 
similarly measured one of $40,000 
in June, 1920—just twenty months 

earlier. 
In the succeeding period of seven 

years and seven months to September, 
1929 the dollar reversed its trend anew, 
falling approximately 15 per cent. 
But with the beginning of depression 

in September, 1929 it changed its trend 

still again, rising rapidly. By March, 
1933, when the ‘“New Deal” took over 
the reins of government, and only 

three and one half years after Septem- 
ber, 1929, the value of the dollar had 
risen roughly 41 per cent., a relatively 

great variation and equivalent to about 
12 per cent. a year. During this period 

a surplus of $100,000 at the end of 
any calendar or fiscal year therein, 
would have been approximately equiv- 
alent to one of $112,000, if both were 

properly measured, at the beginning 
of such year. And a net profit of 
$100,000 in March, 1933 would have 

been roughly equivalent, if properly 
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measured, to one of $141,000 in Sep- 
tember, 1929! 

Since March, 1933, however, due to 
the general rise in prices, the value of 

the dollar has steadily fallen. In Jan- 
uary, 1937, the latest month for which 
an index of the general price level is 

at present available, the dollar was 
about 21 per cent. below its value in 
March, 1933. 

ACCOUNTING FiGuREs DIsTORTED 

BY DOLLAR VARIATIONS 

Variations of such magnitude can 
easily distort the figures on balance 
sheets and income statements prepared 

in the conventional way. Unfortu- 
nately, moreover, the greatest distor- 

tion usually appears in the most 
important figures—surplus and net in- 
come. 

Furthermore, inflation, that bogey 

man so frequently raised nowadays by 
opponents of the New Deal in order 
to haunt it, need not be present to 
cause price variations large enough to 

distort the accuracy of ordinary ac- 
counting figures. Indeed, at no place 
in the preceding description of how 

greatly the value of the dollar has 
varied in recent times was any men- 

tion made of inflation. Yet it must 
still be regarded as a distinct possibil- 
ity, and with the passing of time the 

likelihood of its eventual appearance 
increases rather than diminishes. If 
inflation to any marked degree does 
appear in this country, moreover, the 

dollar variations of recent times will 

PLAN OF COOPERATION ESTABLISHED BETWEEN NEW YORK 

STATE TAXING AUTHORITIES AND CONTROLLERS 

A arrangement whereby controllers, members of THE CON- 
TROLLERS INSTITUTE OF AMERICA, may take their problems 

with respect to taxation under the laws of the State of New York, to Hon- | 
orable Mark Graves, of the New York State Commission on Taxation 
and Finance, and to his deputy, Mr. Spencer E. Bates, in New York City, 
was effected as a result of a meeting held by the New York City Control | 
of THE CONTROLLERS INSTITUTE OF AMERICA on March 18. | 

Commissioner Graves gave the controllers a cordial invitation to bring | 
their special problems to him or to Deputy Commissioner Bates, for dis- | 
cussion and settlement. Many specific questions were answered by the 
officials in the meeting of the New York City Control. 

This cordial relation is similar to those already in existence between the 
Federal Securities and Exchange Commission and The Institute, and be- | 
tween the Federal Social Security Board and The Institute. | 
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be as gentle zephyrs before a wind- 
storm or tornado, and an accounting 

procedure that under recent and pres- 
ent conditions can manage to hide the 
unsound nature of its measurements 
tolerably well will then quickly be 

stripped of its cloak of spurious ac- 

curacy.” 
Exactly this happened in Germany, 

Russia, Poland, France, Austria, and 
other European countries after the 
recent world war. There accounting of 

the traditional type, unchanged in its 
fundamentals since first fully described 
by Fra Paciolo in 1494, broke down. 

Hasty and desperate repairs had to be 
made. Many of these were found 
similarly unsound or too cumbersome 

or too expensive, and most of them 
were finally discarded. Only two* 

eventually remained, and, of these, one 
came to be recognized as the most 

practical and suitable of all. Developed, 
refined, and adapted to so-called “nor- 
mal’ conditions in the United States, 
this method has been termed “‘Stabi- 
lized Accounting’ by the writer. 

STABILIZED ACCOUNTING 

As previously intimated, stabilized 
accounting endeavors to express its 

results in terms of dollars of the same 
worth, instead of in terms of ordinary 

book dollars, which may represent dol- 
lar values of almost any date or pe- 

riod—such as, e.g., March 31, 1937, 

November 15, 1929, the month of 

May, 1934, the year 1920, and even 
such a relatively remote date as one in 
1850. If a balance sheet of December 

31, 1936, for instance, is to be stabi- 
lized, then every money quantity shown 

on it should be stated in a dollar of 
uniform purchasing power. In the case 
of a profit-and-loss statement, the fig- 

ures of income and expense would 
ordinarily be expressed in the value of 

the dollar as of the last day in the 

period covered by such statement. 
The actual technique of stabiliza- 

tion is not unlike that of converting 

*See Sweeney, “Effects of Inflation on 
German Accounting,” The Journal of Ac- 
countancy, March, 1927. 

*See Sweeney, “The Technique of Sta- 
bilized Accounting,” The Accounting Re- 
view, June, 1935. 

“Sweeney, Stabilized Accounting, Harper 
& Brothers, 1936. 
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the foreign-money figures in the pre- 

closing trial balance of a foreign 

branch into equivalents in domestic 

money. 

The first step in the stabilization of 

a balance sheet consists in dividing 

the assets into two classes, which may 

be called “money-value assets’ and 

“real-value assets.’’ (The liabilities, 

except in unusual instances, need not be 

so divided, inasmuch as they are nearly 

always composed of just ‘‘money- 

value liabilities.”’) Money-value assets 
consist of cash and of assets that sim- 
ilarly remain rigidly and irrevocably 

set at previously determined money 
amounts, like accounts receivable and 

bonds and mortgages owned, regard- 
less of how the value of the money 

in which they are measured changes. 
Real-value assets, on the other hand, 
are those that have individual price 

levels, like inventory commodities, 

common stocks owned, land, and 
buildings, and whose values, there- 
fore, are not stringently set at fixed 
amounts that cannot change as the 

value of money changes. Capital stock 
issued and items of capital surplus are 

treated as real-value items. 

The money-value assets and all the 

liabilities are placed on the balance 
sheet at exactly their book amounts. 
The real-value items (asset and net- 

worth) are then restated at their equiv- 

alents as of the date of the balance 

sheet. 

A simple example will make this 
clear. Suppose that a piece of land, 

bought at a cost of $10,000, is to be 
expressed at its stabilized equivalent 

on a date when the general price level 

is 25 per cent. higher than it was when 
the land was bought. Then the stabi- 

lized equivalent of the original cost 

must be $12,500, because 12,500 of 

the dollars on the later date are needed 

to buy as much, in general, as 10,000 

of the dollars on the earlier date would 
buy. 

Suppose, next, that the only other 

asset on the later date consists of 
$5,000 of cash that was received on 

such date. This $5,000—unchanged 
because it is a money-value asset and 

hence always automatically expressive 

of its current equivalent in general 

purchasing power—must be added to 
the $12,500 to obtain the stabilized 
total of the assets, namely, $17,500. 

Suppose, next, that liabilities con- 

sisting of $4,000 of accounts payable 
are present. Since liabilities of such 

type are already stabilized, the stabi- 
lized net worth must be $13,500, that 
is, the excess of $17,500 over $4,000. 
Finally, assume that capital stock of 

$10,000 is outstanding and that the 
general price level as of the current 
balance-sheet date is 50 per cent. 
higher than when such stock was is- 

sued. Then the current equivalent of 

the original sacrifice made by the stock- 
holders when they subscribed to this 

stock must be $15,000, and that is the 
stabilized figure for the capital stock. 

The stabilized and unstabilized bal- 

ance sheets for this very simple case 
are as follows: 

ASSETS 
Unsta- 
bilized Stabilized 

Cash $ 5,000 $ 5,000 
Fixed asset, valued at 

cost 10,000 12,500 

Total assets $15,000 $17,500_ 

LIABILITIES 
Accounts payable $ 4.000 $ 4,000_ 

Net WortTH 
Capital Stock outstand- 

ing $10,000 $15,000 
Surplus 1,000 1,500* 

Total net worth 

* Deficit. 

$11,000 $13,500 

Thus, here the main differences 

between the stabilized and the un- 
stabilized figures are that the stabi- 
lized figure for the fixed asset is 

$2,500 greater than its unstabilized 
equivalent; the stabilized figure for 
capital stock is $5,000 greater than 
its unstabilized equivalent; and— 
most important—whereas the un- 

stabilized balance sheet shows a 
surplus of $1,000, the stabilized one 
shows a deficit of $1,500. 

_ STABILIZING INCOME STATEMENT 

The main figures on the stabilized 

income statement are then ascer- 
tained somewhat in the manner of 
single-entry bookkeeping, by work- 
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ing backward from the amount of 
stabilized surplus appearing on the 
balance sheet. In this process an im- 
portant and little understood type of 
profit and loss is prominently 

brought out, v7z., profit and loss from 
change in the value of money, in 
both its realized and _ unrealized 
forms. 

For example, suppose that cash of 

$1,000 is received and held while 
the general price level rises 10 per 
cent. If that cash is to preserve the 
same general purchasing power that 
it possessed when first acquired, it 
also must go up 10 per cent. But 
cash is an inflexible, money-value as- 
set. It does not rise or fall with the 
rise or fall in prices. Hence, instead 
of rising to $1,100, it remains $1,000, 
and the consequent loss in its sub- 
stance becomes expressed as $100— 
i.e., 10 per cent. of $1,000. This type 

of loss should be reflected on the 
profit-and-loss statement because it 
shows not only one effect of general 
economic conditions on the enter- 
prise, but also the degree of success 
or failure with which the manage- 
ment is meeting this one form of 
general economic conditions. The 
stabilized profit-and-loss statement is 
made to reflect such profits and 
losses, whereas, of course, the unsta- 
bilized profit-and-loss statement ig- 

nores them altogether. 
If the cash is spent when the gen- 

eral price level is 10 per cent. higher, 
the loss of $100 is thereby rendered a 

realized loss from change in the value 
of money. But if the cash continues 

to be held, instead of being spent, the 

loss remains, for the time being at least, 
unrealized. Accounting, as is well 

known, should differentiate between 
realized and unrealized items, and 
Stabilized Accounting does, segregat- 
ing money-value gain and loss, as 
well as surplus and deficit, into their 
realized and unrealized parts. Thus, 
Stabilized Accounting gives a more 
complete picture, as well as a more 

accurate one. 

Does Not INTERFERE WITH 

ORDINARY ACCOUNTS 

One point deserves particular em- 
phasis. It is this: The stabilizing 
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process does not interfere with the 
ordinary accounts in any way. Every 
account in the general ledger and 
every entry in the books of original 
entry remain the same and remain 
untouched when Stabilized Account- 
ing is used. Indeed, if desired, the 
stabilizing may be kept completely 
separate from the books and may be 
made to consist of just financial 
statements and the supporting work 
papers. However, the differences be- 
tween the stabilized and unstabilized 
figures on the balance sheet and in- 

come statement the writer prefers to 
set up in a special account entitled 
“Stabilization Adjustments,” located 
at the very rear of the general ledger. 
Since these differences must balance, 
the two sides of the account should 
be ruled off as soon as the entries 
have been made in it. Thus, the ac- 
count serves to bring on to the 
permanent records of the business 
the amounts that, when combined 
with the appropriate book figures, 
will produce the stabilized amounts, 
and yet the account can not interfere 
with the ordinary accounting routine 
in any way. 

Stabilized Accounting is particularly 
well suited for reflecting “cost of re- 

placement’’ on the books. When that 
valuation basis is used on the stabilized 
balance sheet, the money-value assets 
and liabilities remain, as usual, at their 

face amounts, and each real-value asset 

that is to be expressed at replacement 
cost is raised or lowered to the proper 

figure. Unrealized profit or loss, of 
course, results from such revaluation, 

but on a stabilized statement this profit 

or loss is not the difference between 
original cost in actual dollars and re- 
placement cost; it is the difference be- 

tween stabilized original cost and te- 
placement cost. 

A piece of land, e.g., that cost 

$5,000 is appraised at $9,000 when 
the general price level has gone up 50 

per cent. since the land was bought. 
According to traditional accounting 
the unrealized profit from appreciation 

is then $4,000, the difference between 
replacement cost and original book 

cost. But the stabilized figure for un- 
realized profit is only $1,500, the dif- 
ference between replacement cost 
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($9,000) and the stabilized equivalent 
($7,500) of the actual original cost 
($5,000.) Replacement cost, of course, 
is expressed in uniform dollars— 
hence, stabilized dollars. 

PRACTICALITY 

Regardless, though, of how excel- 
lent an accounting idea apparently is, 

the basic question must always be: Is 
it practical? Practicality, in the last 
analysis, must be the acid test. 

Reduced to its essential elements, 
practicality means that the value de- 
rived must exceed the cost of applica- 

tion. In order, therefore, for Stabilized 
Accounting to prove practical, it must 
produce a net profit. Can it do this? 

To answer this question in a way 
satisfactory to himself, the writer sub- 
jected the stabilizing process to three 
actual tests.5 The first was meant to be 
the most severe that the method would 
customarily be likely to encounter. It 
consisted of applying Stabilized Ac- 
counting to a period at both the be- 
ginning and end of which the general 
level of prices was exactly the same. 
The second test was not so severe as 
regards absence of price fluctuation, 
although the extent of price fluctua- 

tion between the beginning and end of 
the period used was only 3 per cent. 
But it was especially severe in that 
complicated inventories had to be sta- 

bilized. The third test, a two-year one, 
although still less severe as concerns 

the extent of price fluctuations—the 
fluctuation in the first year being about 

9 per cent. and in the second year, 12 
per cent.—was not ideally advanta- 

geous in other ways. 
In the first test, as already explained, 

the general price level was the same 
at both the beginning and end of the 
test period. In the second, a rising 
price level was present, and in the 

third, a declining one. Furthermore, 
the accounts of three representative en- 
terprises were used in the tests. For the 

first, the accounts of a small public 
utility were used; for the second, the 

° For a full description of these tests and 
of the results obtained from them, together 
with representative illustrations of the sta- 
bilization forms needed, see Sweeney, Sta- 
bilized Accounting, Harper & Brothers, 
1936. 
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accounts of a woolen mill; and for the 

third, those of a commercial factor. 

In each test the stabilizing process 

was found to produce results that were 
worth considerably more than they 

cost. Hence, in each it was found to be 

entirely practical. 

RESULTS 

In the first test the unstabilized 
figures showed a good surplus at both 

the beginning and end of the period. 
But the stabilized figures showed a 
deficit at each such date. The unsta- 

bilized figures, next, showed that the 

rates charged to consumers were ade- 
quate and the expenses not too high. 

The stabilized figures, on the other 
hand, showed that the rates were too 
low or the expenses too high, or both, 
and that the realized net income was 

less than a third of the figure shown 

by the books. 
In other words, the unstabilized 

figures advised that present policies 

and conditions be continued. But the 
stabilized figures advised immediate 
and drastic change. After all, what 

greater service than service of this kind 

can accounting render? Yet here the 
cost of obtaining the stabilized results 
was not great, being a little less than 

half the cost of the audit that preceded 

the stabilizing. 
In the second test the same sort of 

results continued to be found. For in- 
stance, the unstabilized figure for the 
surplus at the end of the period was 

too low by 87 per cent., and the un- 
stabilized figures for net loss were sub- 
stantially overstated. Thus, the stabi- 

lized information gave a different view 

to the financial and operating situa- 

tions of this business—a much more 
encouraging view than the uncorrected, 
book figures gave. Yet the cost of 

stabilization was only about 36 per 

cent. of the audit cost. 

GREATEST BENEFITS 

In the third test the benefits were 
greatest of all, as might be expected, 
because of much greater price varia- 

tion during the two years covered by 
this test. As regards the balance sheet, 

e.g., the stabilized figures showed that 

the surplus as a whole at the beginning 
of the two-year period was dangerously 
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low while the unstabilized figures were 

showing it as satisfactorily high, and 
the stabilized figures showed a Jarge 
surplus at the end of the period while 
the unstabilized ones showed a Jarge 

deficit. 
Other differences between the sta- 

bilized and unstabilized figures were 

just as striking. For example, the sta- 
bilized net income for the first year was 

more than two-and-one-half times the 
unstabilized amount; and for the 
second year, whereas the stabilized 

income statement showed a final net 

income, the unstabilized statement 
showed a large net Joss. Yet in this 

test the stabilizing procedure cost less 
than 30 per cent of the cost for the 
auditing. 

Various objections have been raised 
against Stabilized Accounting from 

time to time, but while some are 
stronger than others, none has seemed 
strong enough to make the stabilizing 
procedure inapplicable with practical 

benefit to even the so-called normal 

conditions of the United States.6 The 
main reason is that apparently the ex- 
tent of price-level variation required 
to make Stabilized Accounting practi- 

cal need not be greater than a variation 
of 5 per cent. between the beginning 

and ending of the period under ex- 
amination. And, on the whole, the 
general price level, from one month 

to the same month in the following 
year, varied about 8 per cent. during 
the five years ended December 31, 
1935, and about 5 per cent. during 

both the ten-year and _ fifteen-year 
periods ended on that same date. Dur- 

ing the last year or so the same kind of 
variation has ranged from 5 per cent. 

to 7 per cent. according to the general- 
price-level index used by the author, 
namely, the one constructed by Carl 
Snyder under the auspices of the Fed- 
eral Reserve Bank of New York. 

GENERAL IMPORTANCE OF 
STABILIZED ACCOUNTING 

The author is convinced that with 
fluctuations of such magnitude con- 
stantly present, Traditional Account- 
ing is responsible for much inaccurate 

* For a complete description of objections 
that have been raised, see the writer’s Sta- 
bilized Accounting, Chap. VIII. 

and incomplete information that has 

been and still is being issued. Such in- 
formation, for example, during the 
world war period and the prosperity 
era of the 1920’s showed much larger 
profits and much larger surpluses than 
were really true and during the depres- 

sion of the 1930's showed much 
smaller profits (or larger losses) and 
much smaller surpluses (or larger def- 
icits) than were really true. 

Indeed, it is not too much to say that 
if Stabilized Accounting had been in 
common use since 1914 in the United 

States, the subsequent periods of pros- 

perity and depression would have been 
considerably less extreme, for the un- 
derlying financial facts would have 

been available for guidance, and the 
mere surface appearances set forth by 

the book figures would have been rec- 
ognized for what they were, and so 

would not have been trusted. Aside 
from all the probable social results 

that this implies—such as that produc- 
tion would have been more stable and 

even more voluminous, that unemploy- 
ment would have been reduced, stand- 

ards of living higher, and general 
contentment with our economic and po- 

litical institutions greater,—the men at 

the helm of business would have been 
able to steer a much more direct and 
successful course toward their ultimate 

goal of greater profits, greater security 
for all, and greater service to the peo- 

ple as a whole. And our business 

leaders would probably never have be- 
come discredited to the extent that 
they have. 

Such are the enormous and far- 
reaching consequences that have re- 

sulted because our supposedly peerless 
guides, our captains of finance, com- 
merce, and industry, have been almost 
uniformly ignorant of the moral con- 

tained in the foregoing simple parable 
of the trusting young man named John, 
who, for at least a while, really be- 

lieved that there could certainly be no 
gross misrepresentation in such a sim- 
ple statement as— 

$1 +. $1 = $2. 

Spring Conference of Controllers 
April 29, 1937, Waldorf-Astoria Hotel, 

New York City. Plan to attend. Discussions 
of pressing current problems of the con- 
troller. Send for program. 
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Government’s Efforts To Control, Swing 

From Quantitative To Qualitative 

From Emphasis on Mechanism of Money, Administration Turns to Specific 

Moves Which Touch Key Spots of Industry and Business—Controller Can Only 

Try To Find Workable Methods—Address by Mr. DONALD B. Woopwarbp. 

A N intimate view of the steps that 

have been taken by the govern- 

ment to establish controls over various 

economic factors, and business, was 

given to members of the Philadelphia 
Control of THE CONTROLLERS INSTI- 

TUTE OF AMERICA by Mr. Donald B. 
Woodward at a meeting held March 

22, 1937. Mr. Woodward is the econ- 
omist of Moody's Investors Service. 

His presentation of his subject was 
deeply appreciated by his audience in 
Philadelphia. It should assist in keep- 
ing up to date the information which 

controllers have with respect to eco- 

nomic problems. __Ti+e Eprror 

T is perhaps rather curious to talk 
to controllers about control—and 

yet, perhaps, appropriate because the 
controllers to so large a degree bear 

the brunt of this whole process of 
business regulation. Nearly every 
phase of it impinges on the control- 

ler’s work. 
This matter of government con- 

trol is subject to misinterpretation. 
It is, unfortunately, like so many 
phases of economics today—no per- 
son agrees with the next as to mean- 

ing. 
Inflation is a perfectly good ex- 

ample; probably no two of us would 
agree what we mean when we use 
that word. The same thing is true of 
that dear old term bruited about 
so much in the last few years— 
laissez faire. Every one talks about 

laissez faire, understanding from the 
French, that, roughly, it means ‘“‘to 
let alone.” That is all very nice when 
we use the phrase and leave the sub- 

ject there. But any effort to apply 
the thought runs into no end of diffi- 

culty because the people who use the 
phrase do not mean really ‘to let 

alone,” that is, for the government 
to let business alone. Some tariffs are 
wanted, there must be some taxes, 

some subsidies must be granted, and 

so on. So that most people really do 

not mean ‘“‘to let alone’ at all. And 

so it is with this matter of government 

control. 

Historically there never has been 

a time when there has not been 
some government—shall I say inter- 

ference ?—-with business. There are 

references in Herodotus to the ex- 

tent to which governments interfered 

with business. And then I am told 

that you can find a rather complete 

account of this present period in 

Plutarch’s Lives, especially devalua- 

tion and a public works program. 

We can come on down to the Mid- 

dle Ages, and then to modern times 

and always there has been govern- 

ment there. The fact does not prove 

wisdom, but it is a fact. Let us start 

from a different point of view, one 

which many do not like but one 

which it seems to me is quite in- 

escapable. In the last three elections 
—1932, 1934, 1936, the government 

was given an order, so it says, to do 

something. That is an indefinite 
phrase, and probably no two people 
would exactly interpret the order in 

the same way. And yet, an order was 
given, in a very decisive manner, first 
in 1932, and twice reiterated. That 
order seems to be that the Govern- 
ment do something, first, to make 
more comfortable the lower classes, 
as they are termed, those of small 
income—perhaps the lowest tenth 
on the lowest quarter; and, secondly, 
that the extreme fluctuations of the 
business cycle, as they were most re- 
cently experienced and best remem- 
bered from 1929 to 1932, be curbed. 

I do not see any way to interpret 

the results of the elections without 
including those two points. 

ALTERATIONS WHICH SEEM 

To BE WANTED 

Now, to put them differently, the 

elections must have meant an order 

to alter, at least to an extent, or to 

try to alter, the distribution of in- 
come and, second, to alter, or to try 

to alter, the fluctuations of the busi- 

ness cycle, which seemed to have 

been becoming more and more ex- 

treme. I have no intention to argue 

that these ends can be attained or 
even to argue that they should or 
should not be undertaken; that ap- 
pears to be water over the dam. The 
elections have been held, the Admin- 
istration is in power for the second 
term, the Administration has those 
objectives and has had those objec- 
tives, and so we have the fortune, or 
misfortune, to live in a period in 
which a very great effort is being and 

is still to be made for the govern- 
ment to control business to the ex- 
tent of accomplishing those two ob- 
jectives. 

It is needless to argue at this time 
and at least for some time to come, 
whether that is preferable to what- 
ever we may understand a_ Jaissez 
faire method to be. The fact is that 
the effort is being made and is going 
to continue to be made and you can, 
if you care to run over in your mind 
the various laws that have been 
passed and the laws and measures 

that are being proposed, relate them 
to those two objectives, either one 
or the other, and usually both. The 
relief administration is perhaps one 

of the best examples. There income 

is taken from the top and put on the 
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bottom. Public works are in large 

part another form of the same thing. 

Agricultural benefit payments are an- 

other. Then there is, of course, 

NRA. A certain Section is especially 

well remembered—Section 7(A). 
Now we are talking about labor rela- 

tions in a different form. There is 

no need to tell the history of this Ad- 

ministration in detail but the sketch 

provides the background. 

TYPES OF GOVERNMENT CONTROL 

That brings us to the matter of 
types of controls. In the past gov- 
ernment interference with or par- 
ticipation in the course of business 
activity has been of a kind that one 
might call in large measure quantita- 
tive; that is, it has been an effort to 
affect the total quantity of business 
activity. During the last hundred 
years or so particular stress has been 
laid on the mechanism of money 
with that in view. We have had the 
development during that time of cen- 
tral banking organizations, which 

more and more consciously attempted 
to smooth out the business cycle, 
albeit rather unsuccessfully, by af- 
fecting the total volume of money, 
the means of payment, and the inter- 
est rate. 

The hypothesis was that by retrict- 
ing the quantity of money, by mak- 
ing money scarcer, the volume of 

business was restricted. At the same 
time interest rates were raised, curb- 

ing construction and the new issue 
market. The Bank of England has 
been a leader in that kind of attempt, 
and we established here the Federal 
Reserve Banks by the act of 1913 and 
embarked on the attempt. All of the 
European countries have central 
banks, and one of the chief develop- 
ments after the war was to install in 
each country a central bank which 
was supposed to accomplish these 
things. 

These attempts at control have not 
been particularly successful, which 
may or may not be a criticism of the 
central bank operation. It may be 
argued that the war created prob- 
lems which the central banks could 
not handle. So it may be argued that 
the central banks were wise in their 
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policies but overwhelmed by natural 
forces, whatever those may be. 

There are controls of another type 
which can be classed as qualitative, 
in contrast to quantitative. The 
qualitative controls are very different 
in nature. Qualitative control touches 
the key spots of each industry or line 
of business and thereby affects the 
total. The NRA was an attempt to 
proceed qualitatively and, as you 
know, it reached out and touched, in 
one way or another, almost every line 
of business. 

The quantitative methods, operat- 
ing largely through money, do not 
appear to have been successful. We 
had large fluctuations in business, 
had a distribution of income unsatis- 
factory from the standpoint of a 
large number of people in the lower 
income groups. And so what this 
Administration has done, it seems in 
essence, has been to move from the 
broad quantitative method of con- 
trol to the more selective methods 
of qualitative control. Instead of 
trying to operate in total aggregates, 
trying to influence the total volume, 

government is now trying to touch 
every kind of thing. For example, it 
is decided that holding companies are 
not good and so the holding com- 
panies are taxed more; it is decided 
that labor ought to be organized and 
so labor laws are passed; it is decided 
that there should be old age pensions 
and so an old age pension system is 
established; and it is decided there 
should be relief and relief organiza- 
tions are set up. Security market op- 
erations are regulated in detail. You 
see the much greater variety and 
much more intimate touch with busi- 
ness that is involved. 

Not ORIGINAL WITH UNITED STATES 

Now that transition is not original 
with us; we are not the only ones in 
that movement. Obviously, that is 
what the dictatorship form of gov- 

ernment entails. Russia and Ger- 
many and Italy are extreme ex- 
amples; they control selectively, they 
control everything, instead of trying 
to influence the aggregates. 

That transition from quantitative 
to qualitative methods is something 
that vitally affects everyone of us. 

The new qualitative methods have 

brought into wide usage the word 

“regimentation,” for example. Se- 

lective and qualitative controls touch 

each individual department of busi- 

ness. 

There are some very interesting 

documents that can be read that 

establish the argument for that line 
of procedure. The canning industry, 

I believe, is used in one of those 

documents as a sample of what can 

be done. If the size of the pack each 

year could be controlled that would 
mean that both the price and employ- 
ment could be controlled. So the 
size of the pack in the case of the 
canning industry would be the 
quantitative control. In another case 
it might be taxation, or the volume 
of employment, or the wage level or 
the price. That transition, then, is 
the thing that is bringing us into 
what we call regimentation. 

Yet the use of qualitatives has 
hardly more than started. If the con- 
troller has borne the brunt in the 
control efforts by the New Deal, he 
“ain't seen nothin’” yet. This is 

true because we are only now reach- 
ing the point in this business cycle, 
if it be a cycle, in which control is 

becoming a vital matter. Up to now 
government has largely been oc- 

up the machinery; from now _on it is 
a_question of whether these controls 
wi ES cece to Geter 3 1928- 
1929 kind of boom: 

The effort to prevent a boom 

means controls, and we have passed 
from the point of quantitative to the 
qualitative controls. And the Ad- 
ministration stands or falls upon its 
ability to prevent a boom and col- 

lapse. The news from Washington 
recently illustrates the point. Last 
week the chairman of the Federal 
Reserve Board issued a public state- 
ment in which he said that he feared 
that we were going into boom or 
inflationary conditions, commodity 
prices were scooting along upward, 
and he did not like it. 

In the past the normal thing to do 
under those conditions would have 
been to restrict the money supply, to 
raise interest rates. But Mr. Eccles 

ret 
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says, “No, that is not the thing to 

do.” He holds that larger produc- 
tion of goods and larger distribution 

of goods are essential and that a 

plethora of money and a low interest 
rate are necessary to encourage a 
larger production of goods and a 
larger distribution, so that in the face 
of boom in business and boom in 
prices, easy money conditions must, 
nevertheless, continue. 

And then Mr. Eccles went on to 
say that the actions that must be 
taken are steps of a non-monetary 
type. Mr. Eccles thus rejects the 
quantitative basis of controlling the 
business cycle and moves over to the 
new qualitative basis, he says non- 
monetary, or qualitative, controls 
must be mobilized and applied. 

REPEATING THE TWENTIES 

Mr. Eccles, of course, is subjected 
to very scathing criticism on that 
point and will continue to be, be- 
cause if he maintains easy money, or 
tries to maintain easy money by open 
market operations, he will be doing 
essentially what the Federal Reserve 
Board did during the twenties, but 
for different reasons—trying to 
“keep money easy for business, in- 
dustry and agriculture,” I think the 
phrase was then—and that Board 
was, of course, charged with feeding 
the inflation of the twenties and pro- 
ducing the boom which ended dis- 
astrously in 1929. Mr. Eccles how- 
ever says that easy money, must be 
maintained, and other non-monetary 
agencies must restrict the boom! 

Examination and consideration of 
that policy arouses fears that the end of 
the utilization of qualitative methods 
is a long distance away, because each 
new “control” attempted seems to 
entail another. Agriculture is a fine 
example; control started with AAA 
and, presently, the voluntary method 
of controlling production did not 
seem adequate and so it was neces- 
sary, or seemed to be necessary, to 
force restrictions and there came the 
Bankhead Act and the Kerr-Smith 

Tobacco Act, and the Potato Act. 
That seems to happen all too fre- 
quently when selective controls are 
attempted: it seems necessary to go 
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a little further, and a little further, 
and a little further. 

Now, I do not want to predict, and 
I think it will not be the case, that 
this country will go on to the ulti- 
mate extreme. On the other hand, I 
do see the dilemma: as we reject the 
quantitative control method and try 
these qualitative controls, where do 
we end? The experience of the rail- 
roads has demonstrated what I mean. 
First there was the Interstate Com- 
merce Commission Act; continued 
extension of control, step by step by 

‘\ step, has taken us to the present and 
we still seem headed in the direction 

\of further controls. 

There is the problem which we 
face, those of us who are concerned 
in business, or concerned with eco- 
nomic problems or monetary prob- 
lems, with the Administration trying 
to carry out these objectives which it 
has been ordered to do by qualitative 
controls. It is utilizing methods to 
which there seems to be no end, ex- 

cept a gradual expansion of govern- 
mental power. Now it has become 
necessary to try to change the Court 
in order to get more power to insti- 
tute these controls, and we as con- 
trollers, or economists or executives 
of business corporations, sit there 
and get more questionnaires and 
more orders and more rules and reg- 
ulations. It is a dilemma which does 
not easily resolve, it is a dilemma in 
which one is very tempted to sit and 
pound the table and damn a lot of 
things, all of which does not help at 
all. That is the very bad part of it. 
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I have attempted, in considering 

this question, to outline the variety 

of controls that seem to be inherent 

in the things that the government is 
doing or has done in the recent past. 
The list is purely exploratory. I do 
not pretend that it is complete. I 
have tried to limit it to that sort of 
thing which is being done or is 
closely associated with the existing 
laws. You will find that there are 
contradictions in the list. I make no 
apology for that, because I believe 
no one has ever charged this Admin- 
istration with being non-contradictory. 
It has moved in two opposite direc- 
tions on the same problem more than 
once, and so one must necessarily in- 

clude in a list of this kind things that 

seem to point in opposite directions. 

I said before that I do not believe 
we will go to the extreme limit in 
this matter of qualitative controls. I 
do not know where we stop, I do not 
know how we stop, and I do not 
know when we stop. The important 
thing for all of us to think about, as 
I see it, is that the government is 
moving in the direction of much 
greater control, forced by the objec- 
tives which it says have been ordered 
by the elections. We cannot, we haven’t 
it within our power to say that those 

objectives are wrong and, therefore, 
should not be tried, because they are 
going to be tried; and we haven't it 

in Our power to say that they will not 

work and, therefore should not be 

tried, because they are being and are 
going to be tried. 

(Please turn to page 117) 
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to the taxpayer.” 

controller?” will be welcome. 

CONCISE REPLY TO QUESTION, 

“WHAT IS A CONTROLLER?” 

ra for a concise, comprehensive answer to the question, 
“What is a controller?” was made in the March issue of “The 

Controller.” The first reply to be received came from Major J. Calvin 
Shumberger, of Allentown, Pennsylvania, a former president of The 

His definition of a controller is: 

“A controller is a business diagnostitian, one who should exercise a 
directing, restraining, or governing influence over the accounts and 
finances of a corporation for the best interests of its stockholders. 

“A federal or municipal controller is responsible to the government and 

Other concise, comprehensive replies to the question, “What is a 



SPRING CONFERENCE OF CONTROLLERS 

IN NEW YORK CITY, APRIL 29 

Arrangements for a Spring Confer- 
ence of Controllers, from all sections 
of the country, have been completed. 
The Conference will be a one-day 
affair, on April 29. The sessions will 

be held at the Waldorf-Astoria Hotel, 
New York City, beginning at ten 
o'clock in the morning and will con- 
clude with a dinner at seven o'clock 

in the evening, which will be ad- 
dressed by United States Senator Jo- 

seph C. O'Mahoney of Wyoming on 

“The Federal Licensing Act.” 
Each year The Controllers Institute 

of America arranges a meeting of con- 
trollers, in the spring, about midway 
between the dates of the annual meet- 
ings of The Institute. This Spring 
Conference enables members of The 
Institute and others from all parts of 
the country to come together and ex- 

change information and opinions with 
respect to current developments in the 
field of controllership, particularly 

matters which have a bearing on the 
procedures made necessary by new hap- 
penings of an economic or a legisla- 
tive character. 

SuBJECTS To BE DiscussED 

The general subjects set up for dis- 
cussion in this conference and its sub- 
divisions, are: 

“Present Status of State Unemployment 
Compensation Laws” 

“Effect of Federal Tax Laws on Corpo- 
ration Policies” 

“Summary of Recent Decisions on Fed- 
eral Tax Laws and Regulations” 

“Policies and Methods Followed by 
Corporations in Handling Present 
Labor Situation” 

“The Controller’s Part in Determining 
the Effects of Wage Increases on 
Selling Prices, Costs, and Profits” 

“The Proposed Federal Licensing Act” 
“Some Observations on Controllership” 

The program takes the form of 
group conferences, from 10:00 A.M. 
to 11:30 A.M., and from 11:30 A.M. 
to 1:00 P.M.; followed by an infor- 
mal luncheon at which there will be 

no speech making; a general session 

in the afternoon; and a dinner with 

prominent speakers, at 7:00 P.M. 

Groups To BE LIMITED IN SIZE 

The groups which will participate 

in the morning conferences at 10:00 

o'clock and 11:30 o'clock will be 

limited to approximately thirty-five 

persons each, so that they may retain 
the real attributes of round table con- 

ferences. 

Additional groups for study of the 
same subjects at the same hours will 

be organized, as reservations in excess 
of thirty-five are received for attend- 

ance at a group studying any one sub- 
ject. Provision is being made for group 

chairmen, and discussion leaders for 

second, and even third groups, if they 

are needed, on identical subjects. 

Announcements of the details of the 

Spring Conference were mailed early 

in April together with reservation 
order blanks, so that those who are in- 

terested in participating in the round 

table conferences on the subjects men- 

tioned above may make prompt reser- 
vation for the specific groups with 

which they wish to sit. 

It has been arranged that the morn- 
ing conferences will be open only to 

members of The Institute, but in case 
a member wishes to designate a repre- 
sentative to participate in a second 
conference at the same hour, he is at 
liberty to do so. No registration fee 
will be asked from members, but a 
registration fee of $1 will be required 
of any non-member participating in 

any group conference. The afternoon 
conferences will be open to all, non- 
members as well as members, and this 
applies also to the informal luncheon 

at 1 P.M. 

Tables of ten or more may be ar- 
ranged for the dinner to be addressed 
by Senator O'Mahoney. 

The New York City Control is in 
charge of the arrangements, which are 

in the hands of a committee of which 

Mr. J. H. MacDonald, of the National 

Broadcasting Company, is Chairman. 
Under the set-up arranged, it is 

pointed out that early reservation is 

necessary to insure full enjoyment of 
the various group meetings and con- 
ferences. 

AMENDMENT OF BY-LAWS 

APPROVED BY MEMBERS 

The sixty days allotted for voting by 
mail by members on the proposal to amend 
Article 9, Section 1, of the By-Laws of The 
Controllers Institute of America, which was 
unanimously approved by vote of the mem- 
bers in the annual meeting held October 5, 
1936, expired March 9, 1937, and the secre- 
tary-controller reported to the Board of 
Directors, at a meeting held March 31, 
1937, the results of the mail vote, as fol- 
lows: 

For, 600; Against, 3. 
There being a majority of affirmative 

votes for this proposal to amend the By- 
Laws the secretary-controller declared the 
amendment effective as of March 9, 1937. 

The full text of the amendment was sent 
to members on January 9, 1937. The 
amended Article 9, Section 1, appears in 
the 1936 Year Book. The amendment gave 
the Board of Directors power to fix the 
time and place of the annual meeting on 
any day between September 15 and Novem- 
ber 15. Formerly the date of the annual 
meeting was fixed, ‘“‘on the third Tuesday 
of September in each year.” 

Is Controllership a Profession? 
(Continued from Editorial, page 98) 

ing, or advising others or of serving them 
in some art, as the professions of arms, 
of teaching, of chemist; broadly, one’s 
principal calling, vocation or employ- 
ment.” 

The problem has been complicated 
somewhat by the fact that many control- 
lers came into this field through the pro- 
fession of accountancy, and when they 
left public accounting, felt that they were 
no longer practicing a profession. Ac- 
counting, however, is but one of several 
subjects in which a controller must be 
versed, if he is to succeed at his calling. 
A controller does advise and help others, 
out of his knowledge and training; he 
has a liberal education or its equivalent, 
and it is surely intellectual work, not 
manual. 

No one outside of controllership is 
likely to force professional standing and 
recognition on controllers. That is some- 
thing they will have to handle themselves, 
when they wish. 



Briefs from Here and ‘There | 

Siedemann Leaves Social Security Board 
Mr. Henry P. Siedemann resigned late 

in February as director of the Federal Old 
Age Benefits Bureau of the Social Security 
Board. Mr. Siedemann was on loan from 
Brookings Institution, of which he has 
been treasurer for a number of years. He 
returns to his duties at Brookings, but will 
continue to serve the Social Security Board 
in an advisory capacity. Mr. Leroy Hodges 
of Richmond, Virginia, was appointed di- 
rector of the Federal Old Age Benefits Bu- 
reau. to succeed Mr. Siedemann. Mr. 
Hodges had been managing director of the 
Virginia State Chamber of Commerce since 
1924. 

Eight Old-Age Benefits Claims Allowed 
The first eight claims filed with the So- 

cial Security Board for lump sum_pay- 
ments since the inauguration of the Social 
Security Act’s Federal Old Age Benefits 
program on January 1, 1937, were approved 
early in March. The claims involved small 
amounts as they were filed with the Board 
shortly after the Old Age Benefits program 
went into effect. 

Cash Dividend Not Always Taxable 
Mr. Joseph C. Wescher points out in the 

Match issue of the Current Tax Review that 
many stockholders are under the impression 
that a cash dividend is always taxable, but 
that this is not the case, as there are sev- 
eral exceptions. One is when the corpora- 
tion has already paid out all its earnings 
and is dipping into its capital, paid in sur- 
plus, or into surplus created before March 
1, 1913. Such distributions constitute a 
return of capital and are not taxable as 
dividends. 

Accountants’ Responsibility to Third 
Parties 

An interesting article as to the certified 
public accountant’s responsibility to third 
parties for financial statements to which he 
certifies, was published in the April, 1937, 
issue of The New York Certified Public 
Accountant, a quarterly publication issued 
by the New York State Society of Certified 
Public Accountants. The author, Mr. David 
L. Podell, points out that the general pub- 
lic conception of the holding of the New 
York State Court of Appeals in the Ultra- 
mares case, is that the accountant is liable 
only to his own client and that he owes no 
duty to third persons who may rely on his 
certification to a financial statement; and 
that it is high time that accountants were 
cautioned and plainly told that such a con- 
clusion is utterly fallacious and that un- 
less they clearly understand the holding of 
the Ultramares case, they are apt to come 
to grief and to incur obligations and liabili- 
ties that frequently run into substantial 
figures. 

Insurance Index 
The Weekly Underwriter, 80 Maiden 

Lane, New York City, offers to send a copy 
of its semi-annual index to anyone who 

The index applies for it, without charge. 
articles, lists insurance events, technical 

court decisions, and legislation. 

Transmission Lines of Same Voltage May 
Be Grouped 

Under date of March 9, 1937, the Fed- 
eral Power Commission adopted the fol- 
lowing order: 

“The Commission, having under con- 
sideration the request of a number of 
public utilities to group for the pur- 
pose of acounting, as provided in Gen- 
eral Instruction 12 of the Uniform Sys- 
tem of Accounts, certain transmission 
lines and anticipating that many similar 
requests will be received in the future; 

“It is ordered: 
“That until further notice, public 

utilities and licensees may, for the pur- 
pose of complying with General In- 
struction 12 of the Uniform System of 
Accounts, group as a _ single plant, 
within the purview of said General In- 
struction 12, transmission lines of the 
same voltage and same general type of 
construction, and operated under simi- 
lar conditions.” 

Return to Atmosphere of Laxity? 
A panel discussion was held February 

17, 1937, on “The Importance of Expense 
Control,” in connection with a meeting of 
the Metropolitan Controllers Association, 
New York City. This association is one of 
the local groups of the Controllers Congress 
of the National Retail Dry Goods Associa- 
tion. One thought brought out was: ‘“There 
is a symptom of a return to the atmosphere 
of laxity on the part of the controller that 
existed in the years prior to the end of 
1929, or 1930. The controller, at that time, 
permitted himself to lose the control which 
he, as the financial director of the business, 
was expected to exercise.” That expression 
came from a public accountant, and in 
reply a controller stated that he could not 
agree that controllers were lax. “He can 
merely point out the dangers of the course 
that is being pursued,” he said. 

Public Accountants Committee on 
Accounting Procedure 

The American Institute of Accountants 
has reorganized its Committee on Account- 
ing Procedure. The reorganized committee 
consists of the chairmen of various other 
committees of that Institute which deal with 
accounting procedure. “The sole function of 
the reorganized committee will be to re- 
view reports or pronouncements on tech- 
nical accounting questions which other 
committees propose to release,’ says the 
announcement. Mr. A. W. Teele is chair- 
man of the reorganized committee. The 
former committee on accounting proce- 
dure has been renamed, Special Commit- 
tee on Technical Information, without any 
change in personnel. 

Insurance Conference 

The Eighth Annual Conference of the 
Insurance Division of the American Man- 
agement Association will be held May 
24-25, 1937 at the Chalfonte-Haddon Hall, 
Atlantic City, according to an announce- 
ment by Mr. T. W. Dinlocker, vice presi- 
dent in charge of the American Manage- 
ment Association Insurance Division, and 
secretary-treasurer of SKF _ Industries, 
Inc. Due to be held in the same setting 
that saw the highly successful Seventh 
Conference in 1936, the coming meeting, 
now in the final stages of its planning, is 
expected to attract both buyers and sell- 
ers of insurance from throughout the 
United States. 

October 14 and 15, 1937—dates for 

Sixth Annual Meeting of Controllers 

Institute of America, to be held at the 
Waldorf-Astoria Hotel, New York 
City. Make plans now to attend. 

DON’T STOP TO FIGURE 

—JUST TIP THE CARD 

AND COPY! 

Meilicke Calculators 

Have All the Answers 

Here is the quickest way to make accurate cal- 
culations ever devised. No keys to punch! No 
lever to pull! No mental arithmetic required. 
Any employee can use Meilicke Calculators 
without special training. The Meilicke line 
includes: 
SSA Payroll Calculators Interest Calculators 
Dictaform for letters Payroll Calculators 
Yard Goods Calculators Freight Calculators 
Unit Basis Calculators Lumber Calculators 
Electric Bill Extenders Coal Calculators 
Discount Calculators Price Checkers 

Phone Indexes 
TEN DAYS FREE TRIAL—WRITE TODAY 
The increased speed and accuracy which result 
from just 19 days use of a Meilicke Calculator 
will prove the advantages of Meilicke Systems 
for your business. Write today for a free test! 

Meilicke. Systems, Inc. 

3469 N. Clark St., Chicago, IH. 



Allocation of New York State Taxes 

Described by Commissioner Graves 

Specific Problems Answered by State Officials—No Lessening of Ex pendi- 

tures in Sight, Controllers of New York Corporations Are Told—Flight 

of Business from State Denied, and Figures Are Cited in Substantiation. 

OME of the problems of controllers 
of New York corporations with 

respect to allocation of state taxes as 
between states were discussed in a 
meeting of the New York City Con- 

trol held March 18, and specific ques- 
tions answered by HONORABLE MARK 
GRAVES, of the State Commission on 
Taxation and Finance, and by DEPUTY 
COMMISSIONER SPENCER E. BATES. 
The address by COMMISSIONER GRAVES, 

and the questions and answers, are pre- 
sented here as a matter of information. 

A most important development aris- 
ing from the meeting was the estab- 
lishing of a plan of cooperation be- 

tween members of THE CONTROLLERS 
INSTITUTE OF AMERICA and the state 
taxing authorities through the issuance 
of a most cordial invitation by Com- 

MISSIONER GRAVES fo controllers to 
bring their special problems to the 

commission, for equitable settlement 
and special rulings under the law. 

—THE Epiror. 

Honorable Mark Graves: I can 

think of no subject that is more im- 
portant to the American people and 
to American business and to the citi- 
zens of New York and the business 
men of New York State than the sub- 

ject of taxation. It has so many angles 
and so many aspects that I hardly know 
where to take hold of the subject. I 

will skim over some of the very im- 

portant implications because there is 
not time tonight to consider them. 

Many people, perhaps many of you, 

are wondering where we are headed in 
this country on taxation. Well, if you 

ask me the question, I will have to say 
that I do not know. 

However, some people are awfully 
pessimistic about it. Some people vis- 

ualize a country going into bankruptcy, 
not figuratively speaking, but actually. 

Now, while taxes are very much higher 
than I would like to see them in this 
state and nation, and while the public 
debt of Federal, state and local units 
of government is very much higher in 

the aggregate than I would like to see 
it, nevertheless, if we are on the verge 
of bankruptcy, there are other nations 
in the world considerably worse off 

than we are. 

EXPENDITURES Not To DECREASE 

Many people ask me this question: 
Are taxes going to be higher or lower ? 
Of course, taxes are always controlled 
by governmental expenditures, and I 
must say again to you men—and this 
wish is not father to the thought— 

that except for unemployment relief I 

see nothing on the horizon to indicate 
that the Federal Government or state 
and local governments are going to re- 

duce their expenditures in the next 
decade or two. In fact, they will not 

do it until there is some popular de- 
mand that it be done. 

And so my guess is that the aggre- 

gate tax load, in other words, the 
amount raised by taxation in the nation 

and in the state—this state or any 

other—is not going to be less during 

the next ten years. I can not tell you 
what the second decade may hold for 

you. 
I wish I might bring to you some 

other message than that, but I know 
that you want me to speak frankly to 

you, not say to you the things that you 
might like to hear, but which I would 
not personally believe myself. 

This is a democrary. This is a 

country in which public sentiment con- 

trols very largely the action of our 

legislative bodies, and the executives 

of our states and cities. 

Too LITTLE SENTIMENT FOR 

ECONOMY 

I have observed in thirty years of 

public service too little of intelligent, 

organized, unselfish effort on the part 

of men like you and the executives of 

the companies which you represent to 

try to educate the public to use your 

influence, not in a selfish manner, but 

in a perfectly proper way, to build up 
a public sentiment in favor of greater 

economy and greater efficiency in gov- 
ernment. 

I think it is very important. I think 

it is quite possible to do a thing of that 

nature, and I leave the thought with 

you that there is a field in which men 

of your type, men of the type of the 

officers of the companies which you 
represent, might give some real thought 
to, because in the last analysis you 

and your companies are partners in this 
great, big business enterprise of gov- 

ernment. You have a very substantial 
interest in it. You have a very sub- 

stantial stake in the game, an invest- 
ment. Your annual contribution is a 
pretty heavy assessment. Therefore, 

you have the same interest in trying to 
keep down in a perfectly proper way 
that expense of your business, as you 

have any other expense. And it will 
never be done by this carping, critical, 

fault-finding talk which you hear dur- 
ing the head of a political campaign 

when both sides are pledging economy 

and efficient administration. 

This matter of promoting efficiency 

and economy in government and of 
preventing government from adopting 
new fields for public expenditure is 

a ee 
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one of consistent and prolonged edu- 

cation. 

How ExPENSsES GROW 

I recall quite distinctly about ten 
years ago—because I was in the service 
at the time—the State of New York 
embarked on an enlarged program of 

expenditure for public education. When 
I tell you that up to 1920, seventeen 
years ago, the state had never spent out 

of its treasury for public education 
more than ten million dollars, and that 
now we are spending 117 million, you 
can see how the expenditures for that 
purpose have grown in seventeen 

years. 

Well, ten years ago, we adopted 
what is known as the Friedsam Act. 
As a result of the Friedsam Act, state 

aid for public education has grown to 
117 million dollars in the present Gov- 

ernor’s budget. 

Now when the Friedsam Act was 
passed about ten years ago, no one 

thought—and I was in the service at 
the time—that it was going to grow 
to 117 million in ten years. I do not 
believe there was one person in 

100,000 in the state who understood 
it, and there was no revenue means 

provided for financing because they 
said, “We do not put that all in one 
year. We will grant this state aid in 

increased instalments.” 

With the rise of state revenues dur- 
ing ’26, and ’27 and ’28 and ’29 and 

’30, no new taxes were necessary. But 
now, with the reduced revenues, we 

find that it is a very heavy burden to 

carry. It is very important, gentle- 
men, to watch the legislation and see 
what new proposals are coming along 
from year to year and to observe not 
what they are going to cost in the 

first year, but what the ultimate cost 

is going to be yearly. 

_ We can not possibly know, except 
in a general way, how the tax laws 

which we are administering actually 
work out in their economic effects un- 

less you people and the other officers 

of the corporations which you repre- 
sent bring them to our attention. 

Occasionally it is said that industry 

and individuals are moving to other 
states because of high taxes in New 
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York. More frequently than other- 
wise these assertions are made by po- 
litical orators and for political pur- 
poses. So far as I have been able to 
verify the facts, there is little, if any, 

truth in this statement. 
At the outset, it is well known that 

this State, due to its location and 
natural advantages, is an attractive 
place in which to live and carry on 

business. 
But this is a constantly changing 

world. Not every business can be 
carried on as efficiently and economi- 
cally in New York as in some other 
places. Among the things which in- 
fluence industries to move are trans- 

portation, markets, raw materials, 
cheap labor, the regulation of hours 
of labor, workmen’s compensation and 

taxes. 

No Tax SAVING BY MOVING 

The individual or business estab- 
lishment which moves from New 
York for the purpose of avoiding 
taxes will, I am content in the last 
analysis, save nothing. This is so be- 
cause no other American state can 
render the services which New York 
renders its citizens and as cheaply. It 
may be that in a given year some 
temporary advantage might be gained. 
New York, as you know, has been 
and is the leader in education, health, 
labor and social welfare legislation, 

but what New York has done the 
other states will do. 
We need keep in mind that, in the 

last analysis, every state collects from 

its residents and from the business 
carried on within its borders some- 
how and some way a sum sufficient to 
support state and local government. 

MONEY FOR EDUCATION SOUND 

INVESTMENT 

I have said that New York has been 
a leader in education, health, labor 

and social welfare legislation. It fol- 
lows, of course, that in the beginning, 

perhaps at the present time, New 
York is spending more in these fields 

than some of the other states; per- 
chance any of them. But these costs 
will, I am sure, prove a sound invest- 
ment. Moreover, I am content that 
all states will soon reach the New 
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York standard. Has it occurred to 
you that with our vast industrial pop- 
ulation we have had no sit-down 
strikes involving tens of thousands of 
workers? That, I am satisfied, is due 
in no small measure to our progres- 

sive labor and social welfare policies. 
Our industrialists can well afford to 
pay higher taxes, if necessary, to avoid 

the huge losses occasioned by such 
strikes as have been and are in prog- 
ress in some other states. 

There should be no conflict be- 
tween capital and labor. Their in- 
terests are, in fact, mutual. One is 
dependent upon the other and our 
economic structure demands that both 
shall be prosperous. Labor cannot 
expect to have profitable employment 
unless capital is making money and 
on the other hand, capital cannot 
make money unless labor has purchas- 
ing power. That conditions fair and 
reasonable wages and working con- 
ditions. 

But to get back to this alleged ex- 
odus of business. Let us see what 
the facts are. A few years ago I had 
occasion to make a speech before an 
industrial conference at Silver Bay 
on Lake George on this very subject. 
I examined the available data and 
found that the population of New 
York had increased 21.5 per cent. in 

the decade between 1920 and 1930, 
as against a national increase of 16.1 

per cent.; that the value of New York 
real estate had increased from $14.7 
billion to more than $33.8 billion; 
that the number of persons over ten 

years of age engaged in gainful oc- 
cupations had increased from 4.5 
million to 5.5 million; that the wages 

of industrial workers had increased a 
million dollars per day and that the 
value added by manufacture had in- 
creased $1.3 billion. 

MANUFACTURING EsTABLISHMENTS 

INCREASED 

Just recently Frank Taylor, New 
York’s able controller, had a survey 

made to ascertain the facts about the 
removal of industries from the city. 
The report made to him less than 

three months ago shows that between 
1921 and 1929 the number of manu- 
facturing establishments in New York 
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State increased 10 per cent., while in 

the country as a whole the gain was 

but 8 per cent. The report further 

shows that during the depression 
New York City, as was to be ex- 

pected, suffered a greater industrial 

loss than the country as a whole, but 

that in 1934 and 1935 the increase in 

industrial establishments in New 

York State was 34.9 per cent.; in 

New Jersey, 29.2 per cent.; in Con- 

necticut, 18.4 per cent.; in Pennsyl- 

vania, 7.7 per cent. and in Massachu- 
setts 1.7 per cent. This report shows 
an increase between 1933 and 1935 
in industrial establishments in New 

York City 200 per cent. greater than 
in the city of Philadelphia. 

In view of these facts I fail to see 
any sound reason for saying that New 
York City or New York State are slip- 
ping as an industrial city or state. 

The State Tax Commission of this 

State is mindful of and sensitive to 
the problems of business and the 

competition which New York busi- 
ness establishments have to meet with 
their out-of-state competitors. I am 

hopeful that the membership of this 
organization will appreciate that fact 

and bring to our Commission the 
problems concerning which you 
think we may be helpful. We have a 
community of interests in all such 
matters and I can assure you friendly, 

considerate, and I venture to hope, 
intelligent consideration. 

WHAT CONSTITUTES DOING 
BUSINESS IN STATE ? 

I am content from the correspond- 

ence which comes to my desk that 
there is much misunderstanding on 
certain points. For instance, some 
seem to believe that our Commission 

holds a foreign corporation to be do- 
ing business in this State because it 
maintains a bank account with a New 

York bank or trust company, or be- 
cause it owns securities physically 
present within this State, pledged as 
security for a loan or deposited with a 
bank for safe-keeping or in a custo- 
dial account; or, if the bank holding 

such securities in a safe-keeping or 
custodial account takes such action 
with respect to such accounts as are 
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incidental to the rendering of safe- 
keeping or custodial service. 

Nothing could be further from 
the truth. Any foreign corporation 
can do any one or all three of these 
things without carrying on business 
in this State or becoming subject to 
the corporation tax laws of the State. 
Whether such a corporation is or is 

not doing business within the State 
within the meaning of our tax law, 

depends not on these things but its 
other activities, if any, within the 

State. 

Test Is WHERE CAPITAL 

Is EMPLOYED 

Again, the notion that the corpora- 
tion tax of a foreign corporation do- 
ing business both within and with- 
out the State is greater because it 
maintains its bank account within the 
State, and less if it maintains its bank 
account without the State, is also a 
fallacy, except as regards the determi- 

nation of a one mill tax. The test js 
where its capital is employed— 
where its bank balance is used in busi- 

ness, not where the bank deposit is 
maintained. The rule of apportion- 
ment is the same for both foreign 
and domestic corporations in the de- 

termination of the tax base. 

As further evidence of the interest 
our Commission is taking in such 
matters, let me tell you that we are 
now considering the advisability and 
desirability of leaving out of the 
allocation formula in the case of 
both foreign and domestic corpora- 
tions doing business both within and 
without the State, the physical loca- 

tion of both bank balances or bonds, 
with the result that the corporation 
tax of New York can not be in- 

creased because of the presence of 
bank balances or bonds within the 
State, or reduced by having them lo- 
cated in another State, thereby re- 
ducing the matter to the simple ques- 
tion: where is the cash deposit used 

in business and where is the capital of 
the company employed in business? 

I presume I have talked to you 
much longer than I should; but if I 
have, please do not think that I did 

so because I wanted to curtail your 
questions. I hope you will not feel 

at all timid about asking them. I 

am expectant that Mr. Spencer E. 

Bates, Deputy Commissioner, even 

if I can not, will be able to answer 

most of them. 

Chairman John H. MacDonald: I 

am sure the applause indicates, Com- 

missioner Graves, how much all of us 

have enjoyed your talk. The floor 

is now yours for questions, gentle- 
men. 

A Member: We are in the air con- 
ditioning business. I have some ques- 
tions which are very pertinent to us 
at this time. 

We do a contracting business, as 

well as a manufacturing business. We 

take contracts to install air condition- 

ing systems, and they might be con- 

tracts for any state in the Union. We 

go to that state and employ labor in 

the state. We also send the super- 

intendent from our home office in 

New Jersey. Now if we had our 

home office in New York State, would 

we allocate all of the receivables aris- 

ing out of this contracting business 
in New York State? 

Deputy Commissioner Spencer E. 
Bates: The answer to your question 
would be that a part of the accounts 
receivable would be allocated to New 
York State, and a part could properly 

be allocated outside because of the 
fact that you manufacture a part of 
your equipment which goes into the 
installation or into the contract it- 
self outside of New York State. The 

contract is carried out partly out of 
the state. You employ your labor 

outside of the state. Therefore, I 
think you would be entitled to allo- 
cate those accounts receivable out- 
side of the state when the contract is 
actually done outside of the state and 

when the materials are manufactured 
outside of state which go into that 

contract. 

Hon. Mark Graves: Your question 
implied that the materials would be 
manufactured in New York. 

Member (Same): Well, assuming 

85 per cent., for example, were made 
in New York State of the total cost 
of the contract, and the other 75 per 

cent. of the costs were made up of 
material purchased wherever we 



could buy it from other vendors and 

labor on the job. 

Deputy Commissioner Bates: A 
part of your material is manufactured 

for you under a patent in New York 
State, in Buffalo. Is that correct? 

Member: We would make it our- 

selves. 

Deputy Commissioner Bates: You 
would make it in New York State. 

Member: Suppose we might buy 
some in New York State, but the 
major part we would make ourselves. 
Deputy Commissioner Bates: There 

would be a proper allocation of ac- 
counts receivable, based on a break- 
down of cost. In other words, if 
25 per cent. of the cost originated in 

New York State.— 
Member: We would probably al- 

locate 25 per cent. of the receivables 
to this state. Is that it? 

Deputy Commissioner Bates: Yes, 
under Division 7-A, of Article 9. 

Member (Same): I have another 

question. We also have some for- 
eign subsidiary companies. Of course, 
the investment is held at the home 
office. Would the income from those 
companies be allocated to New York 

State ? 

Deputy Commissioner Bates: Your 
foreign subsidiary could not be con- 
sidered unless you filed a consolidated 
report, or unless the foreign subsid- 
iary company paid dividends to you. 
The dividends would be properly in- 
cluded in the tax base. The profit 
realized by the subsidiary could not 
be allocated to New York State. 

A Member: What is the method 
used in allocating stock exchange se- 
curities owned by a corporation in 
another state? 

Deputy Commissioner Bates: The 
measure used is provided for in Sec- 
tion 214 of Article 9-A. The alloca- 

tion is based on the physical property 
in back of the shares of stock owned, 
providing the company is entitled to 
allocation. 

Member: How can you tell? 
Deputy Commissioner Bates: If 

the company maintains a permanent 

and continuous place of business out- 

side of New York State, it is entitled 
to allocation. 

Member: What about when a firm 

The Controller, April, 1937 

has a great many such securities in 

various corporations ? 
Deputy Commissioner Bates: The 

first thing to do is to determine 
whether you are entitled to an allo- 
cation or not. If you are not en- 
titled to an allocation, you can not 

allocate. 
Member: I mean where they are 

held as an investment. 
Deputy Commissioner Bates: I will 

have to ask a specific question in or- 

der to answer you properly. Is your 
company entitled to allocation in the 

first instance? 
Member: Yes. 
Deputy Commissioner Bates: Then 

the allocation would be upon the 
physical property back of the shares 

of stock owned. 

Member: It would be quite a task, 
obviously, if you have fifty or sixty 

such securities. 

Deputy Commissioner Bates: In 

other words, you would not know 
how to determine the percentage. 

The policy of the Commission is to 
request that company to furnish a list 
attached to the report when filed, 
showing the number of shares of 
stock in each company that you own, 
together with the price or actual value 

of such stock. 

Member: I should like to know the 
limitations, if any, as to filing con- 

solidated returns. What is the neces- 
sary requirement or the stipulation as 
to a consolidated return, or not, as 
the case may be, considering the fact 
that there are subsidiaries involved 
which are also doing business in New 
York State, and which also file re- 
turns and pay a tax under the Fran- 
chise Tax? 

Deputy Commissioner Bates: The 
filing of consolidated reports is dis- 

cretionary with the Commission. We 
are permitting the filing of consoli- 

dated reports. The first essential 
thing that a company or a group of 
companies should have before re- 

questing permission to file, or being 

requested by the Commission to file 
such a return, is intercorporate trans- 

actions. 

Member: That is a requisite? In 
other words, if they have no inter- 
corporate transactions, that elimi- 
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nates them from the consolidated 

provisions. Is that the idea? 

Deputy Commissioner Bates: Gen- 

erally, yes. 

Member: In other words, if the 

parent corporation, say, files a return, 
and it includes in its taxable income 

the dividends from its subsidiaries 

who pay separately, they in turn must 

include the value of the stock of 

those subsidiaries in and out of the 

state in accordance with the propor- 

tion assigned to the stock interest. 

Deputy Commissioner Bates: That 

is correct. 

Member: Which means in the end, 

then, that if the dividends are not 

excluded from the computation, the 
corporation is taxed twice upon its 

income to itself and to its subsidiary in 

turn ? 

Deputy Commissioner Bates: There 
would be a duplication of the tax upon 

the amount of dividends which it re- 

ceived if there was no consolidated 

report filed, or permitted to be filed. 
Member: In spite of the fact that 

the parent company owned 100 per 

cent. of the stock, or enough to give 
it control, the requisite is that there 

must be intercompany transactions ? 

Deputy Commissioner Bates: I said 
that was the first requisite. I did not 
say that was the only one. As a mat- 

ter of equity, the Commission some- 
times has permitted, when the facts 
warranted, consolidation of companies 
when there are no intercorporate trans- 

actions, when the subsidiary companies 

were companies doing their business 

largely in New York State, and when 
these subsidiary companies have paid 

dividends to the parent company also 

doing business in New York State. In 
order to eliminate the duplication of 

taxes upon the amount of dividends 

received, it has eliminated from the 
tax base the dividends so received. 

Member: That is true. I have heard 
of such cases where they eliminated the 
dividends, but not the property back 

of the dividends in the parent com- 

panies. 
Deputy Commissioner Bates: That 

is correct. I did not say they did. 

Member: In the case of a service 

corporation having branches through- 
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out the country, all items are billed 

from New York and all checks are 

received at the executive office in New 

York. Are they entitled to allocation 

on accounts receivable ? 

Deputy Commissioner Bates: Let 

me see if I understand your question 

correctly. Did you say a strictly serv- 

ice corporation ? 

Member: No materials or produc- 

tion involved at all. 

Deputy Commissioner Bates: If it 

is a service corporation that has places 

of business outside of New York State, 

the Commission under the present stat- 

ute would resort to section 214 Sub- 

division 7-A, and would permit allo- 

cation in and out of the State of New 

York under that particular allocating 

scheme. 
Member: In accordance with the 

amount of business billed through the 

state, accounts receivable directly at- 

tributable to New York? Is that right ? 

Deputy Commissioner Bates: Sub- 

division 7-A provides for a basis of 

segregation or determination of per- 

centage in and out of the state, taking 

into consideration gross receipts or 

gross sales and expenses of operating 

by location. It also takes into consid- 

eration from one to six of Section 214 

of Article 9-A, which is the method 

of allocating within and without the 

state. The bills and accounts receiv- 

able, if all bills were received in New 

York, or payable to New York, would 

be allocated to New York. 

Member: Article 9-A, Section 214, 

again. We in the real estate business 

have certain salesmen, and we give 
them titles. Now, your tax is based 

on the income, plus the salaries of 
these so-called salesmen who have no 

part in the managerial end of our 
business, and it sometimes deflects to 

us as a greater tax than the Federal 
tax by virtue of this title that we give 
these officers. Is that really the intent 

of that law ? 

Deputy Commissioner Bates: The 
law is quite specific. It says, “‘all 
elected or appointed officers.” Your 

salesmen are apparently appointed offi- 
cers, and the third minimum method 

as provided for under Section 214 must 
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apply because there is no question 
about what the law means. 

Member: Irrespective of the duties 
that those salesmen participate in? 

Deputy Commissioner Bates: Well, 
there must be some reason why you 
gave them a title. 

Member: Simply to foster business 
connections. 

Deputy Commissioner Bates: The 

law provides that if it is an appointed 

officer, irrespective of the purpose of 
that appointment, the compensation as 

paid must be used in the tax base 
under the third minimum method. 

Member: It is really a tax based on 
expense. The Federal undistributed 
profits tax more or less makes you dis- 

tribute your profits, and if you dis- 

tribute them to the men who get the 
business for your concern, certain sales- 
men who are so-called officers, you 

certainly are penalized in that respect. 

Deputy Commissioner Bates: You 
might be correct, but that is the law. 

Member: It is really a tax on ex- 

pense, so to speak. 

Deputy Commissioner Bates: Well, 
I would not admit that. 

Member: I should like to ask a 
question about a partnership return 
for a firm of attorneys. This firm of 
attorneys handles cases outside the 

State of New York. Their office is 
in the State of New York. The part- 
ners are non-residents. The partners 

carry on the work of the cases and they 
are prepared, a great many of them, 
outside of the state, and heard in 

Federal courts or in the courts of other 

states. The question has been asked 
as to the possibility of allocating the 
profits from these various cases which 

are held outside of New York to other 

states. As it stands now, with the 

only office in New York City, they are 
all reported as income. If they had 

an office outside of New York from 
which these cases were billed, would 

the income from these cases be taxable 
in New York? 

Deputy Commissioner Bates: I will 

have to call upon Commissioner Graves 
to answer that question. 

Hon. Mark Graves: I thought some- 

thing like that would come up. You 

are no doubt familiar with your per- 

sonal income tax regulations which 

control in such matters, and you will 

recall that we have a regulation on 

the matter of allocating income in the 

case of non-residents. 

You will also recall that that regu- 

lation provides that if any taxpayer 

does not think that regulation fits his 
particular business, he may propose 
one which, if approved by the Com- 
mission, will be applied to his case 

not only in the current year, but in 
future years. 

It occurs to me that the case you 
mention is just precisely the kind of a 

case which should be brought to the 
attention of the Commission and a 
method of allocation proposed. 

I recall years ago, before I became 

Commissioner, I was the head of that 
Bureau. I had before me the case of 
some hat dealer in New York—I 

cannot remember the name now—who 
lived in Connecticut. He spent about 

four or five months each year abroad 
in Italy and Belgium and other places 

where expensive hats were produced. 
He sold most of his hats in the South 
and the West to the cowboys who 
liked expensive hats. Only about four 

per cent. were sold to New York, and 
yet the only real place of business that 
he maintained was in the City of New 
York. 

Now, under that combination of cir- 
cumstances it just would not have been 
sensible to tax that non-resident on 

his entire income, and we devised a 

special rule, we worked out a special 
formula in connection with his rep- 

resentatives, and I am sure we will 

be glad to do that in your case. 

Member: Thank you, very much! 
You can expect to hear from us, I’m 

sure. (Applause) 

Member: Do I understand that the 

Commission is flexible enough to make 

such exceptions in certain cases? 

Hon. Mark Graves: I did not get 

your question clearly. 

Member: Do I understand that in 

the case just mentioned the Commis- 

sion would make certain exceptions to 

the rule for special cases cited? Do 
I understand that the Commission is 

flexible enough to consider that and 

make an exception ? 
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Hon. Mark Graves: If you will ex- 
amine your personal income tax regu- 
lations, you will find it set forth right 

in the regulation that you can propose 

a method of allocation. 
Member: I was interested in corpo- 

rate taxes. 
Hon. Mark Graves: Well, in corpo- 

rate taxes I think to a very great extent 
the method of allocation is written 

into the law itself. In the case of the 

personal income tax laws it says, in 
the case of a non-resident, that the in- 

come shall be apportioned under rules 
and regulations prescribed by the Com- 
mission. 

Member: That gives them more 
privileges. 

Hon. Mark Graves: Therefore we 

have more authority, more latitude, in 

the case of personal income taxation 
than in the case of corporate taxation. 

the ProtectiGOn of 

Take a Problem like 

That to “Protection 

Headquarters’ 

The housing, filing and protection of 

payroll records must combine success- 

fully convenience and safety from de- 
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Chairman MacDonald: If there are 
no other questions, Commissioner 
Graves would like to say a word or 

two before we close. 
Hon. Mark Graves: First, I want to 

express to you and to the gentlemen 
present, the pleasure that I have felt 

in being here. I have thoroughly en- 

joyed the evening. 
But that is not why I am on my 

feet again. Not all of you know that 

Deputy Commissioner Bates is  sta- 
tioned at our New York office at 80 
Center Street, and I frequently refer 

to him perplexing problems which 
really can not be satisfactorily an- 
swered by letter, where it is better for 

corporate representatives to sit down 
and talk with someone across the table. 

I want you men all to feel at liberty 

to call Mr. Bates at 80 Center Street 
and make an engagement. Go down 

and get acquainted with him, because 
we of the Commission think in Mr. 
Bates we have a man second to none 
in our department in his understand- 
ing and knowledge of corporate taxa- 

tion. Personally, I think we have not 
a fairer-minded man or a man more 
understanding of our problems than 

Mr. Bates, and I want you to know 

that, so that you do not think you have 
to come to Albany or write to Albany 

about all of these questions that come 
up. Again, I thank you! (Applause) 

Chairman MacDonald: Thank you, 

again, Commissioner Graves and Com- 
missioner Bates, for being with us. 

I move a rising vote of thanks to 

these gentlemen for having been here. 
.... A rising vote of thanks was 

gIVER. ... as (Applause) 

.... The meeting adjourned at 
nine thirty-five o'clock. 

about 

struction by fire. Your own system of making these 

records and the forms used are our basis of determin- 

ing the size and kind of equipment. Your fire hazards 

will determine the type of unit needed. We have com- 

bined all of these requisites in record protection equip- 

ment designed to fit smoothly into your system, rather 

than to disrupt your entire procedure. It will be to your 

advantage to check with Diebold before you make 

further investments in social security equipment. 

There’s a Diebold man near you. 

SAFE & LOCK COMPANY 

MAIN OFFICE, CANTON, OHIO 

FOR OVER SEVENTY-EIGHT YEARS 

DIEBOL 

PROTECTION ENGINEERS 



Personal Notes 
; John C. Naylor has been elevated from 
: assistant secretary and controller to vice- 

president and controller of the Pet Milk 
Company of St. Louis, Mo. Mr. Naylor has 
been a member of the board of his com- 
pany for the past two years and has been 
connected with the company for the past 
fifteen years. He is a native of Missouri. 
Mr. Naylor was elected a member of The 
Controllers Institute of America, November 
26, 1935. He is a director of the St. Louis 
Control of The Institute. 

Mr. Naylor received his A.B. degree 
from Missouri University and B.C.S. de- 
gree from St. Louis University. While 
attending Missouri University he qualified 
for membership in the Phi Beta Kappa Fra- 
ternity. For several years he taught In- 
dustrial Cost Accounting in the Extension 
Division of Washington University. 

The New York Central Lines announced 
on March 17, 1939, that Mr. Leroy V. 
Porter, controller, had been appointed as- 
sistant vice-president and controller as of 
March 1, 1937. At the same time announce- 
ment was made that Mr. Edward A. Clancy 
had been appointed assistant controller. 

Mr. Ernest L. Olrich, controller of 
Marshall Field and Company, was ap- 
pointed operating manager of Marshall 
Field and Company Retail Store early in 
April. He will be in control of the Oper- 
ations Department and will be one of four 
principal aides of Mr. Frederick D. Corley, 
president of the company. 

Mr. Olrich was born in Patterson, New 

The Controller, April, 1937 

Jersey, and graduated from New York Uni- 
versity School of Commerce in 1910 with 
the degree of B.C.S. He became control- 
ler of the National Cloak and Suit Com- 
pany in 1919 and Vice-President and Man- 
ager of the same company from 1925 to 
1928. He was connected with the National 
Bellas-Hess Company from 1928 to 1931 
and was then with Stern Brothers and Com- 
pany as special representative and became 
controller of Marshall Field and Company 
in 1933. 

Mr. Olrich is a member of The Control- 
lers Institute of America, vice-president of 
the organization, a member of its Board 
of Directors, and president of the Chicago 
Control. 

Mr. Horace S. Vaile, former assistant to 
the vice-president of the United States Steel 
Corporation, becomes controller of Marshall 
Field and Company. 

Mr. Kenneth Armstrong, assistant con- 
troller, becomes also secretary of the com- 
pany, a position which Mr. Olrich formerly 
held. 

Government’s Efforts To Control 
(Continued from page 107) 

Therefore, it seems to me that our 
problem—and we can participate in 
a very real way—is to study the 
things that can be done or that are 
implicit in present laws and consider 
them in the light of the objectives 
which this Administration is trying 
to reach. Perhaps we can help to find 
workable methods. 
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INSTITUTE ACTIVITIES-COMMUNICATIONS 

Meetings of Controls 

Twin Cities 
Mr. J. S. Kaufmann, auditor of insur- 

ance, Great Northern Railway Company, 
addressed the members of the Twin Cities 
Control, and guests, on “The Social Se- 
curity Act,” at a meeting held March 30 at 
the Minneapolis Athletic Club. At the con- 
clusion of his address there was a general 
discussion of many of the problems pre- 
sented by the Social Security Act. There 
was also a brief business meeting. Presi- 
dent H. P. Buetow presided. 

San Francisco 
Three members of the Control pre- 

sented papers at a meeting held March 18 
at the Olympic Club, dealing with pro- 
posed changes in and additions to the 
California State laws relating to com- 
pensation insurance, social security and 
general tax laws. The papers described 
proposals that have been made to the 
California Legislature for enactment at 
the current session. The speakers were: 
Mr. John R. McKee, “Compensation In- 
surance’; Mr. Charles A. Smith, ‘‘Cali- 
fornia Social Security Laws’; and Mr. 
Clifford E. Schink, “Tax Laws and Any 
Proposed Additions.” 

St. Louis 
Mr. Arthur F. Boettcher, assistant vice 

president of the Boatmen’s National Bank, 
addressed a meeting of the St. Louis Con- 
trol March 23 at the Missouri Athletic 
Club. His subject was “How a Banker 
Looks at a Balance Sheet.” His address 
was followed by a discussion period in 
which all present participated. 

Rochester 
A meeting of the Organization Committee 

formed recently for the purpose of organiz- 
ing a Control of The Controllers Institute 
of America in Rochester, New York, was 
held March 20 at the Rochester Club. At 
that meeting, Mr. John N. Lambert, of the 
Snider Packing Corporation, was elected 
President pro tem, and Mr. Edmond S. La 
Rose, of the Bausch & Lomb Optical Com- 
pany, secretary. A report was made by Mr. 
Lambert as to the steps that had been 
taken to date, all of which were approved 
by the committee. Details of The Institute’s 
Manual for Conduct of Affairs of Local 
Controls were studied, and lists of prospec- 
tive applicants for membership were re- 
viewed. 

The committee adjourned at one o'clock 
P.M. until April 10. 

New York City 
Hon. Mark Graves, Commissioner of 

Taxation and Finance of the State of New 
York, addressed a meeting of the New 
York City Control March 18 at the Park 
Central Hotel on “New York State 
Taxes.” He was accompanied by Mr. 
Spencer E. Bates of the New York City 
Office of the Department of Taxation and 
Finance, who replied to the many ques- 

tions asked from the floor, following the 
address by Commissioner Graves. 

New England 
Mr. John E. Daniels, legislative secre- 

tary of Associated Industries of Massa- 
chusetts addressed a meeting of the New 
England Control March 16 on ‘“Massachu- 
setts Legislation Affecting Industry.” Mr. 
Daniels’ address covered pending legis- 
lation as well as statutes now on the 
books in Massachusetts. Following his 
address he discussed informally particular 
angles of legislation concerning which 
questions were asked by members of the 
Control. 

Pittsburgh 
Mr. B. K. Shaner, Head of the Systems 

and Methods Departments of Koppers United 
Company and Subsidiaries, addressed a 
meeting of the Pittsburgh Control March 
29 at the William Penn Hotel, on “Clos- 
ing Schedules.” Mr. Shaner’s address was 
illustrated, and covered important account- 
ing problems and procedures relating to 
scheduling from production to markets. 
This proved to be one of the most interest- 
ing meetings of the year. The address was 
followed by an animated discussion. Presi- 
dent W. H. Swinney presided. 

Philadel phia 
Mr. Donald B. Woodward, economist 

for Moody’s Investors Service, New York, 
addressed a meeting of the Philadelphia 
Control held March 22 in the Colonial 
Room of the Penn Athletic Club. His sub- 
ject was “Government Control of Busi- 
ness.” He gave a review of the objec- 
tives of these controls and of the factors 
which must be taken into consideration 
as a result of possible further regulation 
by the government. Mr. D. H. Schultz 
acted as chairman of the meeting. 

Los Angeles 
A meeting of the Los Angeles Control 

was held March 19 at the Los Angeles 
Athletic Club. The program was one of 
general discussion of a variety of subjects 
in which practically all of the members 
present participated. 

District of Columbia 
Preliminaries for organization of the Dis- 

trict of Columbia Control were completed 
at a meeting held at the Mayflower Hotel, 
Washington, D. C., on March 25. A set 
of temporary officers was elected as follows: 
President, Mr. John Davies, Woodward & 
Lothrop; Vice-President, Mr. William R. 
Little, The Evening Star Newspaper Com- 
pany; Secretary and Treasurer, Major Ernest 
Leslie Osborne. It was decided to meet 
again on April 22, when the temporary 
officers will be made permanent. 

A paper on “Stabilized Accounting” was 
presented by Dr. Henry Whitcomb Sweeney, 
after which there was a thorough discus- 
sion of the points made by Dr. Sweeney. 

The National Board of Directors, at a 
meeting held March 31, authorized issuance 
of a charter to the District of Columbia 

Control, which will be presented to it at 
its meeting April 22. 

Detroit 
A meeting of the Detroit Control, 

which was scheduled to be held March 15 
and which was to have been addressed by 
Dr. William Haber, a member of the 
Michigan Unemployment Insurance Com- 
pensation Commission and professor of 
economics at the University of Michigan, 
was postponed because of a strike of em- 
ployees at the Statler Hotel, where the 
meeting was to have been held. The best 
that could be salvaged out of the meeting 
was a dinner and round table discussion 
of about fifteen members and guests, at a 
nearby restaurant. Fifty-five reservations 
had been made for the meeting but most 
of those who were to attend got lost in 
the confusion attendant upon the strike. 
President Noel E. Keeler of the Detroit 
Control announced that Dr. Haber was 
very gracious about the wrecking of the 
meeting and said that he would be glad to 
come at a future date to address the mem- 
bers of the Control. 

Cleveland 
Mr. Clayton G. Hale, of the insurance 

firm of Hale & Hale, addressed the Cleve- 
land Control March 9 in the Terrace 
Room of the Cleveland Hotel on “Insur- 
ance.” He is a recognized authority and 
has written many books and articles on 
this subject. His address was exceptionally 
interesing and was followed by a round 
table discussion in which many of the 
members present propounded questions. 
President J. J. Anzalone was in the chair. 

Cincinnati 
A closed meeting of the Cincinnati Con- 

trol was held Tuesday noon, March 9, at 
the Hotel Gibson. The meeting was de- 
voted to discussion of plans for further 
development of the Control, and no visi- 
tors were invited. President James F. 
Allen was in the chair. 

Chicago 
Mr. Harvey G. Ellerd addressed the 

members of the Chicago Control and 
guests at a meeting held March 23 at Fred 
Harvey’s Restaurant, Michigan Avenue 
and Jackson Boulevard. He spoke on 
“Employer-Employee Relations.” Mr. El- 
lerd is director of personnel of Armour 
and Company, and has been active in the 
field of industrial relations for many years. 
He is an authority on the subject and has 
written and spoken on various phases of 
it On many occasions. The meeting was 
largely attended. 

Figures in a Hurry— 
Not Hurried Figures 

Send your inventory and other emergency 
computations to a skilled organization of pub- 
lic calculators. 48-hour accurate service. 

ATLAS CALCULATING SERVICE 
25 E. Jackson Blvd. Chicago, IIl. 
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New Members Elected 

At a meeting of the Board of Directors 
of The Controllers Institute of America, 
held March 31, 1937, the applicants named 
below were elected to active membership 
in The Institute: 

LEE R. ABERCROMBIE 
Hartford Fire Insurance Company, San 
Francisco. 

Frep H. ALLEN 
The American Laundry Machinery Com- 
pany, Cincinnati. 

Stacy L. ANGLE 
Minneapolis-Moline Power 
Company, Minneapolis. 

Jack LEwis BATCHLER 
Kansas City Life Insurance Company, 
Kansas City, Missouri. 

Peris A. BRETT 
American Hoist & Derrick Company, St. 
Paul, Minnesota. 

FRANCIS BURNS 
The Gray Envelope Manufacturing Com- 
pany, Inc., Brooklyn. 

E. A. CLANCY 
New York Central Lines, New York 
City. 

ALLEN B. Crow 
F. M. Sibley Lumber Company, Detroit. 

CarL M. De Buck 
The Union Central Life Insurance Com- 
pany, Cincinnati. 

WILLIAM R. DICE 
The Eagle-Picher Lead Company, Cin- 
cinnati. 

THOMAS ELLIS 
Carnation Company, Oconomowoc, Wis- 
consin. 

THOMAS L. EvANs 
N. Snellenburg & Company, Inc., Phila- 
delphia. 

BERNHART HAUGEN 
Oliver Farm Equipment Company, Chi- 
cago. 

Jor F. HENDERSON 
Universal Leaf Tobacco Company, Inc., 
Richmond, Virginia. 

F. M. HEssE 
National Steel Corporation, Pittsburgh. 

WILLIAM J. JARRETT 
Manning, Maxwell & Moore, Inc., Bridge- 
port, Connecticut. 

Louis C. KUNZ 
Mallinckrodt Chemical Works, St. Louis. 

JOSEPH F. McCarTHy 
United Aircraft Corporation, East Hart- 
ford, Connecticut. 

C. W. PERRINE 
Minnesota Amusement Company, Minne- 
apolis. 

C. THEODORE PLUMMER 
Marchant Calculating Machine Company, 
Oakland, California. 

ALFRED T. ROBINSON 
St. Regis Paper Company, New York 
City. 

HENRY TIEDEMANN 
Del Monte Properties 
Monte, California. 

A. S. VAN BENTHUYSEN 
446 Ocean Avenue, Brooklyn, New York. 

EMIL J. WAGENER 
United American Bosch Corporation, 
Springfield, Massachusetts. 

Implement 

Company, Del 

H. T. WarsHow 
National Lead Company, New York City. 

One associate member was elected: 
PROFESSOR Roy B. KESTER 

Columbia University, School of Business, 
New York City. 

Lemuel C. Branch 

Mr. Lemuel C. Branch, a member of The 
Controllers Institute of America, who per- 
formed the duties of controller for the 
Newport News Shipbuilding and Dry Dock 
Company, died February 17, 1937, after a 
week’s illness of complications following 
an operation, aged 57 years. He is sur- 
vived by his wife, a daughter, Mrs. Ezra 
Cornell of Montclair, New Jersey, and a 
grandson. 

Mr. Branch was appointed assistant au- 
ditor of the Newport News Shipbuilding 
and Dry Dock Company, November 15, 
1917, and auditor on January 6, 1926, a 
position which he held until his death. 
Among Mr. Branch’s other activities were: 
Secretary and treasurer of the James River 
Country Club; auditor of the Mariners’ 
Museum, auditor of the Mariners’ Museum 
Land Company, and member and former 
secretary of the Newport News Rotary 
Club. 

Resolutions with respect to the death of 
Mr. Branch which were adopted by the 
Board of Directors of his company, re- 
ferred to his long and honorable service 
with the company, his sincerity of purpose, 
ability and loyalty, “which won the respect 
and admiration of all who came in con 
tact with him.” Similar resolutions adopted 
by the Board of Directors of the James 
River Country Club and the Board of Trus- 
tees of the Mariners’ Museum expressed the 
sympathy of those bodies to his family in 
the passing of Mr. Branch and paid tribute 
to Mr. Branch’s ‘‘many fine traits of charac- 
ter.’ 

Mr. Branch was elected to membership in 
The Controllers Institute of America as late 
as January 29, 1937, and therefore was 
not well known to many members of the 
organization. 

Paul G. McCollum 

Mr. Paul G. McCollum, controller of the 
RCA Manufacturing Company, Inc., of 
Camden, New Jersey, died March 20, 1937. 
Mr. McCollum had been controller of his 
company for five years and became a mem- 
ber of The Controllers Institute of America 
on October 14, 1935. Mr. McCollum be- 
came connected with the Victor Talking 
Machine Company in 1912 and was as- 
sistant controller of that company when it 
was taken over by Radio Corporation of 
America in 1930. 

Mr. McCollum was associated with the 
Philadelphia Control of The Controllers 
Institute of America, and since becoming 
a member of The Controllers Institute of 
America, many members had made his 
acquaintance, and feel a distinct loss in his 
passing. 

INSTITUTE ACTIVITIES-COMMUNICATIONS 

1936 Year Book Published 

HE 1936 Year Book of THE Con- 
TROLLERS INSTITUTE OF AMERICA 

was distributed to members late in 
March. It contains a detailed report 
of the proceedings of the Fifth Annual 
Meeting of the organization, which 
took place in October, 1936, at the 
Waldorf-Astoria Hotel, New York 
City. Officers and directors of the In- 
stitute, committees, officers and direc- 
tors of all Controls, lists of members 
(alphabetically arranged in one section, 
by companies in another section, and 
by states in a third) together with the 
by-laws; and other miscellaneous in- 
formation, make up the book. 

Copies, while the supply lasts, avail- 
able to non-members ; $2 apiece. 

Cooke Lewis 

Mr. Cooke Lewis, vice-president and con- 
troller of the Liberty Mutual Casualty In- 
surance Company of Boston, died April 5 
after a brief illness. 

Mr. Lewis was a director of the New 
England Control of The Controllers Insti- 
tute of America. He had been a member 
of The Institute since late in 1935. 

Mr. Lewis had been connected with the 
Liberty Mutual Casualty Insurance Com- 
pany since October, 1921. In addition to 
being a member of The Controllers Insti- 
tute of America, Mr. Lewis held member- 
ships in the American Management Asso- 
ciation and the National Office Manage- 
ment Association. He was a graduate of 
the Sheffield Scientific School of Yale Uni- 
versity in the class of 1901, and earned 
the degree of Ph.B. 

President Harold M. Lawson of the New 
England Control, in announcing the death 
of Mr. Lewis, said, “The Controllers In- 
stitute of America in the passing of Mr. 
Lewis has lost an influential member and a 
perfect gentleman. He will be mourned by 
all who knew him.” 

Services Available 

A man with 15 years’ executive accounting 
experience and 4 years’ Public Practice is 
seeking a connection. Thoroughly experi- 
enced in all branches of accounting, tax 
work, and the like. Can take complete 
charge and/or make a good understudy for 
a busy executive. Salary nominal. Will 
locate anywhere. Age 40. Married. In 
reply address Box 190, care of Controllers 
Institute, one East Forty Second Street, New 
York; N.. '¥. 

October 14 and 15, 1937—dates for 
Sixth Annual Meeting of Controllers 
Institute of America, to be held at the 
Waldorf-Astoria Hotel, New York 
City. Make plans now to attend. 



Long Distance Rate Reductions 

bring far-away friends 

NEARER and NEARER 

A sERIES of rate reductions from 1926 to 1937 has sub- 

stantially cut the cost of Long Distance telephoning. These 

reductions have been made in accordance with Bell System 

policy to reduce Long Distance rates whenever improve- 

ments in telephony and the volume of business permit. 

Today’s low Long Distance rates make it easy to keep in 

touch with out-of-town friends and relatives . . . frequently, 

pleasantly. They make it easy to do business across the 

miles with branches, customers and prospects . . . quickly, 

personally. 

Below are rates for 3-minute daytime calls between repre- 

sentative cities. .. . Call some one far away today, and find 

how much genuine pleasure Long Distance can bring you 

. at low cost. 

HOW LONG DISTANCE RATES HAVE BEEN CUT 
AS THE RESULT OF 8 REDUCTIONS IN RECENT YEARS: 

RATES FOR 3-MINUTE DAYTIME CALLS * Station-to-Stati Person-to-Person 

January 15,| Jam. 15, | January 15,| Jan. 15 
From Te 1926 1937 | 1926 1937 

8 .50 8 .70 
-00 1.25 
05 1.30 

1.25 1.65 
1.65 2.20 
2.00 2.65 
3.00 
4.00 
5.00 
6.25 

a“ B wv” 8 Baltimore Philadelphia 
Cincinnati Detroit 
Buffalo Toledo 
Boston Washington 
Chicago Little Rock 
Atlanta Kansas City 
Denver Seattle 
Dallas New York 
Chicago San Francisco 
New York Los Angeles 
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* Night and all-day Sunday rates are still lower. 
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THE AMERICAN ACADEMY 

OF ACCOUNTANCY 

An Organization for 

INSTRUCTION, EDUCATION and RESEARCH 

in the field of 

THE SCIENCE AND ART OF 

ACCOUNTANCY 

Catalog upon request 

WILLIAM T. SUNLEY, C.P.A. 
President 

LAWRENCE W. SCUDDER, C.P.A. WILLIAM B. CASTENHOLZ, C.P.A. 
Chairman of the Board Vice-President and Educational Director 

J. F. WALKER 
Vice-President 

FRANCIS G. FABIAN, M.E., E.M. 
Secretary-Treasurer 

GEORGE D. COLBORN CHARLES C. DAWES 
Director Director 

EXECUTIVE OFFICES 

720 NORTH MICHIGAN AVENUE 

CHICAGO, ILLINOIS 



POSTINDEX SIGNALS 

FLASH FACTS AT A GLANCE 

Operating executives need daily the essential facts 

of Who? What? When? Where? and How Much? 

Active records must be able to answer these questions 

instantly. Postindex Visible File equipment and rec- 

ords make this information readily accessible. 

Postindex Visible Files offer five distinct advan- 

tages: (1) Form is its own holder; (2) Four sides to 

write on thus doubling the capacity and utility of the 

single record form; (3) Offset signalling; (4) Faster 

posting; (5) Four types of files to suit the use re- 

quirements of your business. 

You can select the record to give you the facts you 

want from the Postindex library of more than ten 

thousand forms. Special forms are drawn when we 

have the details of your problem. Sample forms for 

any record purpose will be sent on request, also a 

complete catalog of Postindex visible index equip- 

ment. io waeerec 
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POSTINDEX COMPANY 

A DIVISION OF 

ART METAL CONSTRUCTION CO. 

JAMESTOWN, N. Y. 
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