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Sunday, March 13, 1966

THE

Stretching along the length of the main business district

in Morristown, Tenn.,, is a second story sidewalk. Mer-
chants plan to install doors at this level for offices and

convenience to shoppers.

end of the main street.

The elevated sidewalk is
reached by rampways from side streets and from either
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Walks Put Shopper in the Air

Journal Special Correspondence

Morristown, Tenn. — The
construction of second story
sidewalks is nearing comple-
tion here as part of a larger,
over-all project to rehabili-
tate a decaying central busi-
ness district.

The elevated sidewalks are
simply a canopy of pre-
stressed concrete. The differ-
ence between the cost of the
canopy and putting a sid-
walk on top of it was about
$10 per front foot. The cost
of the entire project is about
$150,000, which is being paid
solely by downtown mer-
chants and property owners.

The sidewalks provide
shoppers shelter from the
weather on the ground level
on both sides of Main st.
Planters have been built into

the rdllmg and space is pro-
vidled within the canopy
structure for power lines,
telephone conduit and street
lighting, thereby eliminating
visible overhead wires,
cables and light poles. Struc-
tural supports house public
telephones, waste receptacles,
bulletin boards, ,mail drops,
drinking fountains, etc.

Heated in Winter

Rampways to the walkway
are on side streets, next to
buildings, and at both ends
of the downtown area. The
sidewalks will be electrically
heated to melt ice and snow
in the winter. Bridges over
the street help separate pe-

destrian and vehicular
traffic.
Store owners and mer-

Built at a cost of $150,000, a system of elevated sidewalks
will be open soon to pedestrians and shoppers in Morris-

town, Tenn. Bridges across the downtown street will

chants have agreed to ren-
ovate their store fronts and
will provide doors on the sec-
ond floor. Many plan to rent
their second floors for offices,
etc. It is expected that after
rehabilitation many who
moved away because of de-
caying conditions will be at-
tracted back to the down-
town offices.

The walkway will also pro-
vide a permanent “scaffold”
from which to work on the
rehabilitation of the store
fronts as well as maintenance
and cleaning windows.

Damaged in Flood

The rehabilitation project
is in conjunction with a five
million dollar urban renewal
project which includes the
culverting of Turkey creek

which flooded the central
business district in 1963, in-
flicting $500,000 in damage to
the stores.

Since the project began,
several out of town busi-
nesses have b e co m e inter-
ested in this city of 25,000
and want to locate in its ex-
pansion area. Additional
shopping facilities will make
it unnecessary for Morris-
town residents to go to larg-
er cities for some merchan-
dise.

With a modern, clean
downtown replacing a run-
down, dingy one, merchants
predict that business will
pick up, customers wil] re-
turn and there will be life in
the central business district
again.

B

help to eliminate traffic problems at street level cross-
walks. Space is provided in the structure for power lines,

cables and street lighting.

A
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| It’s time to think about|
\doors when spring rains make |
|the ground muddy and pllable
‘ An oft postponed project is a
|dog pen, and an ideal time to
build it is when you can get the
|post hole digger into the soil time:
| without breaking your back. ‘out even, especially in height.

; | A good plan for a small pen
l Fencedin areas have be- is to make it longer than it is|jone end by trees.

| |
jcome necessary for pets asiige to keep the dog movingiyourselfer can

more country places become| BN A o1l Souare pen roa
[\suburbs and more suburbana q P y

lareas turn into cities and|

(five or six feet.
chions, couplings
should be ordered at the same|

Wire, ‘

and gate{bad weather.

light.

\Lhe day away.

Build a Better Doghouse in the Spring

When the area is measured| A good size for a big dog is|shreds in a few days of inching|#
{chores that can be done out-and drawn on paper, you will/from 18 to 24 feet by 4 feet. If|it around, pulling it and claw-|s
figure a stanchion about every|the pen is away from the ouse,|ing it into position.
stan-|he’ll need a little dog house for

‘l
[# 2 Car (4 Sides) 565
A garage attached to a house|} %f"&?ﬂﬁusdés’)’ """ $55
It should be in-|can make a great kennel for|# 1 Downspout ..........
sulated so that the dog can get|several dogs. One dog owner|; (?°¢esh = $40

Everything must come‘out of the cold or strong sun-{put cars outside and remodeled :

The pen should be shaded at|kennel-playroom. y
The do it
spare decora-|contraptions along one wall|] HI 5-4268
tions — a big, inquisitive dog|with each compartment havmg}"““
|put him in the mood to sleep|will just remove fancy shmgles little push button doors that| . -

A mattress, too, will be in'open into outside runs. ‘ Action Ads in The Journal.

emwmwmuw

GARAGE
GUTTERS

“e install + in. box gutters (25

lengths) and 3 in. square down-
spnuts on garages. Prices include
labor and materials.

All Work Guaranteed
(Call to See Our Work in Your
Neighborhood)

Boerner's Sheet Metal Co.

a garage into a combination|y

Four dogs live in cagelikei:

LSS C NN

A AAARAARALL A AR RRRMRmEERR.

|’.--‘-“---“--.-------‘

|towns.
| Some adequate outdoor dog
\pens may be built for a small R ERGF-H ¢ W Gle155 o § Al e s Nl UL JUNEN
outlay of money. But materials|
|such as heavy chain link may ‘
|be required for strong hunting
|dogs.
| A gate can be built at an en-!
{trance to the house (basement)|
|or Kkitchen), or perhaps the unit|
will be -put away from the|
house. If dogs are yappers, it’s|
ja good idea to keep the pen‘
\near the house so they can be|
brought in when they become‘
a nuisance to neighbors. ,
A pen shouldn’t be on the|
lroad side of the house since
some dogs yap at everything. |
Small dogs may be contained|
‘ geo m alpen oflordl;nary wn;e mesh,
In a survey, 509 of the house-|ing the last year, an % in- stap ed to lumber uprights. But|
Home Improvements ‘wwes sald} thex(ryohome had uu-_‘dlgated plans to remodel in| w1th chain link you will need‘

x : a deli dur-|the next 12 months. 'heavy metal stanchions.
Called Blg Busmess dergone some remodeling dur-|

Economists estimate that|
Americans spend at least 14
billion dollars a year to im-|

rove or enlarge their homes.
3 i illi i HEBR , [}

The nation’s-64 million housing|

pine boards and stock molding to build it,
tracing the shaped parts from patterns.
Plans can be obtained by sending 40c to

Under a window or at the foot of a bed,
this colonial chest will be a useful piece
of furniture. Standing 20 inches high,
15 inches deep and 40 inches wide, it will
provide plenty of space for linens, blan-
kets, toys or any number of items. Use

The Milwaukee Journal, Craft Patterns,
Elmhurst, I1l. 60128. Ask for CP-965. Al-
low 10 days for mailing.

units have a median age of|
more than 25 years, with 40%‘
of homes at least 35 years old.|

CA‘I,’II}?)LwﬁR Double Constructed |
w22 || MODEL GARAGES

2:!,41.2“6 SST Open for Your Inspection

384-3420 DAILY, 8-5: SATURDAY, 9-4

OPEN TODAY, 1 TO 5

CUSTOM GARAGES INCLUDE:

® One Service Door and
Hardware Included —
Your Choice of Three
Styles

® Boxed-In Eaves

® 235 Lb. Asphalt

Shingles, Choice of

Colors

® Sectional Overhead
Doors

® Two Mill Made Awn-
ing Type Windows

@ Steel Reinforced
Pitched Slabs

Quality Costs No More at Sears

\
|
|
|
|
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SPOTLIGHT ON BUSINESS

New Orleans: Throes of Change

And from this city, the New Orleans
of To-Day, what message? What tidings
and what signal? First and foremost,
this, which is our raison d’étre, that it
is in the throes of transition ... all is
Change, Alteration, Innovation ... Here
truly “the old order Changeth, yielding
to the New.”

As things turned out, the unknown
press agent who penned this choice
piece of puffery for the New Orleans
Chamber of Commerce in 1894 was
about seven decades ahead of his time.
For long after the Korean War, when
nearly every other major city in the
country roared to the sound of the trip
hammer and wrecking ball, New Or-
leans’ dominant old order of Creole and
aristocratic Anglo-Saxon merchants con-
tinued undisturbed its leisurely conduct
of the city’s traditional businesses—ship-
ping and shipbuilding, tourism, retail
and wholesale trade. Life in “Big Easy,”
as the town’s Negro citizens sometimes
call it, remained graciously indolent, and
about this time each year, the revelry of
Mardi Gras provided all the excitement
required.

Yet the city’s slow economic pace was
itself the lure that began attracting
shrewd outsiders. And when southern
Louisiana’s offshore petroleum strikes
grew into a full-scale oil and petrochemi-
cal boom in the early 1960s and the
Federal government began moving into
its sprawling Saturn moon-rocket plant
smack in New Orleans in 1961, the out-
siders pounced.

The Big Shakers: Men like Clint
Murchison Sr. and his sons of Dallas oil
fame, New York builder Marvin Kratter
and Chicago’s John Mack launched vast
office, residential and industrial schemes.
And they were quickly joined by a pair
of unlikely local non-bluebloods, Sam
Recile, who began selling real estate at
15, and Louis Roussel, a driving entre-
preneur. Both are now among the big-
gest movers and shakers in town. Today

New Orleans is a boom town—a circum-
stance that does not always please the
upper crust of the historic old river city.
“A diamond is rather smaller than a bull-
dozer,” sniffed one New Orleans matron
of impeccable pedigree. “But we would
rather have our small diamond than the
biggest bulldozer there is.” Mustached
little Mayor Victor Schiro retorts hap-
pily: “The people have had their sleep.
Rip Van Winkle is waking up.”

Indeed, as the balls and celebrations
mounted steadily last week toward
Shrove Tuesday’s Mardi Gras climax, the
awakening was everywhere in sight.

A New Look: The float-filled parades
wound through the shadows of gleaming
new skyscrapers, like the 45-story Plaza
Tower, and past the rubble of decayed
old buildings like the Campbell Mansion,
which is being torn down to make way
for a parking lot. In the Vieux Carré—the
famed French Quarter—scores of mold-
ering old Creole buildings have been
restored as private homes or combined
and remade into chic apartments like
the 241-unit Bourbon Orleans. As for
the parades themselves, mock rockets
and space capsules honoring the city’s
great new Saturn rocket plant formed
the centerpieces for dozens of spectacu-
lar floats, and hundreds of mummers
dressed as astronauts and moon crea-
tures elbowed those costumed tradition-
ally as fairy queens, mythological figures
and imaginary beasts.

In their own way, the colorful city’s
cold statistics are just as impressive as
the changing cityscape. The metropoli-
tan population soared 16 per cent from
1960 to 1,053,900 the first of this year.
Epurred by $303 million in insurance

payments and loan m-

ge caused by last fall's Hurricane
Betsy, retail sales last year climbed 16
per cent over 1964 to $2.2 billion. Con-
struction activity, also boosted by Betsy’s
damage, rose 30 per cent to $2.1 billion.
And despite a 34-day dockworkers
strike last year, the Port of New Or-

Hot controversy: Will an expressway
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(in blue) desecrate Jackson Square?

——

Rebirth on the Mississippi: Glistening

leans, second only to New York, man-
aged to boost seagoing and Mississippi
River tonnage some 6 per cent to 88.5
million tons. In fact, the bustle prompted
one perhaps overenthusiastic booster to
promise last week: “Someday, the
Lower Mississippi will be one long Ruhr
Valley.”

To keep up with all this growth, the
local gas, electric and transit utility, New
Orleans Public Service Inc., will spend
$209 million on construction, almost
three times as much as it spent in 1964.
In a city where the tinkle of crystal at
a well-laid supper party has been a
more cherished sound than the ping of
a cash register, a whole new financial
horizon is opening up. “We are learning
that money in the bank is nothing unless
it is put to work,” said awed Philip
Werlein IV, president of an old-line
musical instrument house that was the
original publisher of the song “Dixie.”
“New Orleans will never be the same.”

But the rebirth of New Orleans has
not come about without growing pains;
the developers and planners have had
to battle the deep-seated antipathy—or
outright resistance—of those who like
New Orleans as it is. Their view was
summed up by an aristocratic business-
man, as he sipped a cup of French-drip
coffee in the drawing room of his porti-
coed Garden District mansion one day
last week: “We are a rather indolent
people.”

A Frantic Fight: Nowhere has the
clash been more heated than over a
proposal to build an elevated, six-lane
expressway along the banks of the Mis-
sissippi River above a set of sunken
railroad tracks. The three-story-high ex-
pressway structure would cut the French
Quarter off from the river, closing the
now open river side of famous Jackson

Newsweek




cars that could be anywhere in the mas-
sive Pennsy network — 24 hours a day.

And Friden—the expert in automating
data flow —did just that.

Today, when a freight car enters the
Pennsy system, Friden machines type
the waybill and simultaneously prepare
edge-punched cards and a by-product
transmission tape.

Minutes after car 329761 arrives at a
junction or leaves a switching point, the

taped information is transmitted to
Pennsy’s giant computer system in Phil-
adelphia for processing.

The punched cards continue with the
train and are used to prepare new tapes
at points where the train is switched or
where cars are dropped or added.

Thus, shippers’ inquiries can be an-
swered immediately. And as important,
Pennsy can provide their various op-
erating and transportation department

managers with daily status and control
reports.

Friden data flow systems make it
possible to tie together offices and
departments in all types of industries.

Want to discuss your probl ? Call
your nearest Friden office. |
Or just write Friden,
Inc., San Leandro, Califor-
nia. Sales and service
throughout the world.

Friden: the expert in automating data flow




Square and partly hiding the celebrated
St. Louis Cathedral. In addition, a num-
ber of the new access roads would be
dropped into one corner of the venera-
ble French Quarter itself. A dedicated
group of businessmen, architects, law-
vers and preservationists called HELP
(Help Establish Logical Planning) is
frantically fighting this “desecration of
New Orleans heritage.”

“Is New Orleans destined to be a
catastrophe like New York?” asks archi-
tect Ronald Katz in anguish. To protest
the project, which is in the final stages
of approval, HELP partisans decorated
a number of buildings along the Mardi
Gras parade routes last weekend with
black crepe instead of the traditional
purple, green and gold bunting.

Snakes and Skeeters: Back in 1959,
the New Orleans Establishment scoffed
when the Murchisons and other Texas
oil interests shelled out $30 million for
50 square miles of undeveloped land on
Lake Pontchartrain. The land, the city’s
elite said, was a worthless mosquito-
and snake-infested bog.

But the land also adjoins a govern-
ment factory that NASA, two years later,
picked for its giant Saturn rocket plant,
which now employs 11,000 workers. The
Texans brought in dredges to fill low-
land, constructed a pumping station to
drain it, and New Orleans East, as the
area is called, now has 5,000 people
living in residential areas and two large
chemical works and a cement plant,
worth $54 million, in its big industrial
tract. “We're just beginning to walk,”
says Harold Cook, executive vice presi-
dent of the planned 30-year-long de-
velopment. “In the next two or three
years ... the city is just plain going to
explode.”

Marvin Kratter, 50, a hard-driving
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new skyscrapers thrust above the old French Quarter ( right foreground)

New York developer, also has invested
$19 million in 5,000 undeveloped resi-
dential acres next to the Saturn complex.
But New Orleans has found Kratter
“tasteless and rude,” in the words of one
publication, and he has had trouble with

![lzoning ordinances and in getting the city

{;gto service his development with drain-
tage and sewage lines.

In an effort to woo New Orleans,
Kratter has given money to such cultur-
ally correct projects as the “Save
Our Symphony” drive, and offered to
donate land for the city’s proposed
domed sports stadium, where hopefully
a National Football League professional
team would be installed. So far, these
overtures have not helped. Explaining
the problem, one New Orleans Brahmin
says: “Kratter thought this would be a
development just like any other, where
you come in, put your money down and
expect something to happen. But things
just don’t happen that way in New Or-
leans. You have to take the city the
way it is.”

The most flamboyant of the new de-
velopers are Recile, 32, and Roussel, 64.

SPOTLIGHT ON BUSINESS

Since they are both native Louisianans,
they presumably have a subtler knowl-
edge of manners in the City of Dreams.
The mild-mannered Recile, who made
his first fortune in real estate and then
lost it in oil by the time he was 23, is the
real builder in New Orleans. And he is
slowly winning local admiration simply
by carrying through on his announced
projects in the face of almost universal
skepticism by ordinary citizens and the
city’s elite.

Big Step: Backed largely by Roussel,
who used a fortune made in oil to buy
control of the National American Bank
(assets: $236 million) in 1959, Recile
took his first big step two years ago, buy-
ing a 28-story office structure called the
225 Baronne Building for $12.5 million.
The building, New Orleans’ first new
downtown skyscraper since 1921, had
been put up in 1962 by Chicago real-
estate man John Mack. Two major ten-
ants were moving out, but Recile quickly
refilled 225 Baronne, then the highest
building in town.

Recile is now nearing completion of
his new 45-story office building called
Plaza Tower, which he says is already
95 per cent leased. In addition, his new
Bourbon-Orleans apartment hotel is
scheduled to open within weeks, and
he is creating another French Quar-
ter apartment building, “Le Richelieu
Square,” by remodeling an old spaghetti
factory and a dozen other crumbling
buildings. What’s more, he has an-
nounced he will begin construction on a
72-story apartment, hotel and office
structure this fall.

This record has won Recile the nick-
name of “the Bill Zeckendorf of New
Orleans.” But there are still snipers. “If
a recession sets in,” one socialite banker
says darkly, “there is danger that his
whole financial empire might crumble.”
“All our projects,” replies Recile, “are
individually planned and financed. They
can weather all storms.”

In contrast to Recile, the business
tactics of Roussel, a combative poor
boy from southern Louisiana’s Cajun
country, boil down to one sharp word:
“Charge!” Roussel even dresses the part
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Roussel (left) and Recile: Moving and shaking a city from its sleep
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WALL STREET: How to Gauge Stock Prices

he run of news, doubts and rumors

in Wall Street last week was no
different than it had been since the
year started. Business was booming;
concern about Vietnam and about
possible tighter money and higher
taxes persisted; reports of a possible
increase in margin requirements cir-
culated again. But while the market
had shrugged off its doubts in previ-
ous weeks—at worst declining a few
points—last week the Dow Jones in-
dustrials suffered their biggest loss in
almost seven months. The average
sold off almost 14 points, closing the
week at 975.22.

It might have been the start of the
temporary and mild correction that
many investment experts expected or
simply a case of investors reacting to
continuing uncertainty in typical fash-
ion—by pulling back. Whichever it
was, most Wall Street analysts were
still basically optimistic about the out-
look and didn’t consider that stock
prices, over-all, were too high. As
evidence, they cited the important
price-earnings ratio. It was well in
line with what it has been in recent
years and comfortably below the
postwar peak set in 1961. Last year,
the 30 industrials in the Dow average
sold for 16.7 times earnings vs. 21 to
1 in 1961. The broader Standard &
Poor’s index of 425 industrials showed
a similar trend—17.5 to 1 last year
vs. 20.4 to 1 in 1961.

Of course, P-E ratios vary widely
among different industries. As meas-
ured by S&P, for example, office-
equipment stocks sold for 36.4 times
earnings last year and steels went for
9.8 to 1 (table). There are often
wide variations within the same in-
dustry. Chrysler, for example, sells
for about 10 times earnings and Gen-
eral Motors is up around 14 to 1.

Premiums: Why the differences?
“They’re determined by what the
market feels are the growth potentials
in different industries or companies,”
explains Richard Scruggs, head of re-
search at Goodbody & Co. Lewis
Schellbach, chief economist at S&P,
adds other reasons. Stocks in cyclical
industries usually sell at lower ratios
because their earnings fluctuate so
widely, and the market discounts this.
There are also styles in stocks, how-
ever solid or flimsy the reasons. Last
year, the vogue in radio and TV
manufacturing lifted prices to 26.4
times earnings vs. 21.1 to 1 in 1964,
and the popularity of aerospace issues

prompted a rise to 13.6 to 1 from
10.2 to 1.

But unthinking reliance on price-
earnings ratios—the automatic as-
sumption that a high multiple means
investors are enthusiastic about an
industry—can be misleading. “The
price-earnings ratio is the most used
and misused statistic on Wall Street,”
comments senior vice president Ralph
Rotnem of Harris, Upham. “It is
treacherous because there are two
variables, prices and earnings.”

Thus, P-E ratios can shoot up sim-
ply because earnings have shriveled,
and not because investors are bullish

ranging between 18 and 19—is still
well above early postwar levels.

Does this mean the current level is
vulnerably out of line? Some market
experts believe so, but they are in the
minority. Most say the P-E ratio is still
reasonable. Among the reasons:
® Investors are more growth conscious
than ever today and are willing to
pay a high multiple in the expecta-
tion that earnings will rise in the fu-
ture. In years gone by they showed
more interest in current income.
® The risks of investment are smaller.
Both industry and government have
shown they can avoid major depres-

1961
S&P’s 425 Industrials 20.4
Dow 30 Industrials 21.0
Aerospace 232.9
Airlines deficit
Aluminum 33.8
Automobiles 15.9
Chemicals 25.1
Coal—Bituminous 7.3
Containers—Metal and Glass 17.0
Copper 14.2
Drugs 28.5
Machine Tools 21.3
Office Equipment 60.2
Paper 22.2
Radio-TV Mfrs. 29.2
Food Chains 19.6
Steel 20.7
Textile Products 12.2
Cigarette Mfrs. 19.2

WHAT PRICE EARNINGS?

Price-earnings ratios have generally declined since their 1961 post-
war peaks. Here is the five-year trend for industrial stocks and for
some key industries measured by the Standard & Poor’s index.

1962 1963 1964 1965
17.0 17.1 17.6 17:5
17.3 17:1 17.8 16.7
11.1 10.5 10.2 13.6
72.4 14.1 121 11.6
21.1 26.0 227 18.9
10.2 12,5 14.0 14.3
19.3 20.9 20.3 20.5
16.9 17.0 16.5 15.5
15.6 16.4 14.8 15.3
11.6 132 124 10.9
24.2 23.1 24.1 26.3
14.9 14.4 10.5 10.3
48.5 41.5 36.2 36.4
193 %19.7 18.2 16.3
24.1 26.0 211 26.4
17.6 17.1 16.7 18.8
19:1 13.1 12.2 9.8

8.8 11.2 11.5 11.7
16.9 12.9 13.5 13.1

about an industry. Aerospace stocks
in the S&P index sold for a strato-
spheric 232.9 times earnings back in
1961 because General Dynamics suf-
fered a $143 million loss as it wrote
off development costs of its jet liners
and dragged down earnings for the
entire industry.

For the market as a whole, invest-
ment experts used to consider 10 to 1
a fair ratio. But between 1949 and
1962, Harris, Upham’s Rotnem points
out, “there was a bull market in P-E
ratios.” The multiple went up 328 per
cent vs. a 36 per cent gain in corpo-
rate profits. That ascent has tapered
off since then, but the ratio—now

sions. And increased sophistication on
the part of investors makes the mar-
ket, over-all, a less hazardous place.
® The old law of supply and demand
works toward keeping P-E ratios up.
There has been relatively little new
stock issued during the postwar pe-
riod, but the demand, both from in-
stitutions and 20 million individual
stockholders, keeps growing.

Thus, with few exceptions, market
analysts aren’t afraid there will be a
shake-out in P-E ratios—nor do they
look for any big run-up. Any increase
in stock prices, many say, is likely to
be tied more closely to actual in-
creases in corporate earnings.

Newsweek




of a maverick, wearing a diamond-
studded oil derrick tie pin, a gold and
diamond watch on one wrist and a
matching bracelet on the other. On his
office wall is a framed poker hand, a
“big dog flush” (Ace, King, Jack, ten,
nine of hearts), which he drew in a
game a year and a half ago. “I paid
$100 to draw the fifth card in that stud
hand. It was the nine,” he remembers
fondly.
As to the New Orleans Establishment,
! Roussel scoffs: “They don’t want to do
anything—but they don’t want you to do
| it either.” Neither Recile nor Roussel re-
ceived invitations to Comus or the other
top Mardi Gras balls this week, and they
have no hope of ever getting into the
male citadel of New Orleans society,
| the Boston Club (where it can take ten
\years even for a member’s son to be
accepted). This bothers them not at all,
and' Roussel is prone to needle the blue-
bloods about it. Two lesser men’s clubs
once approached him for money to help
them merge. Roussel readily agreed, on
condition they call their new institution
the Big Boston Club. Shocked, the sup-
plicants declined—and retired empty-
handed.

No Dough: Ironically, one hitch to

progress is that despite its rising pros-
- perity, the city of New Orleans itself is
strapped for cash. Virtually every local
\ politician for more than two decades has
Mm on a “no tax increase” platform, and
taxes, in fact, have not been raised at
all. A new bridge across the Mississippi
is badly needed. But, as Richard Free-
 man, head of the local Coca-Cola bot-
| tling company and retired chairman of
| Delta Air Lines, Inc. says: “The money
| is not in sight. The city must take a hard
look at its finances.”

Yet progress will not stop, and grad-
ually even many New Orleans conserv-
atives are grudgingly accepting the
idea. “Well,” said one old-guard banker,
“at least New Orleans is getting the
buildings, whatever happens after that.”

Among the new buildings, the 33-
story International Trade Mart Tower
was recently topped out on the Mis-
sissippi River. In the future, Houston
builder Harry MacLean III plans a
$12 million, 47-story apartment-office
building called Louisiana House, and
Roussel is talking about putting up an
84-story office building. Shopping cen-
ters, warehouses, banks and dozens of
lesser buildings rise daily. And in defer-
ence to local feeling, all the French
Quarter refurbishing is being carried on
with careful fidelity to its French and
Spanish provincial architecture.

Indisputably, the city’s hope for the
future lies with the young New Orlean-
ians who do not feel bound to the old
Crescent City philosophy that all a man
needs is enough money to live com-
fortably. Most tingle with a sense of

i\
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urgency. As John F. White, a 27-year-
old broker at Merrill Lynch, Pierce,
Fenner & Smith Inc. puts it: “Suddenly
people are saying, ‘How can we make
money on this thing, what can we do?
There’s this sudden awareness that we've
got to get in on the boom.”

EXECUTIVES:
Organization Man

“A friend of my father was interested
in a new invention—a roller bearing,”
Alfred P. Sloan Jr. once explained, with
monumental simplicity. “I took hold of it.
Then along came the first motor cars.
They needed the bearing. So you can
see it was nothing but good luck that put
me in the way of success.”

Luck clearly played a part in Sloan’s

Newsweek—Robert R. McElroy

Sloan: Luck, plus

career, but it was only a walk-on role. It
was mostly sheer brilliance and dogged
work that enabled Sloan to transform
General Motors Corp. from a ramshackle
grab bag of car makers in the 1920s to
the world’s biggest, most powerful and
most efficient manufacturing corporation.
When he died in New York last week at
90 of a heart ailment, the legacy Sloan
left was, quite simply, the modern indus-
trial corporation.

Sloan was born in 1875, the oldest son
of a New England coffee importer, and

spent an unremarkable boyhood in
Brooklyn. But his record is a model for
industrial chieftains. Sloan graduated

from Massachusetts Institute of Technol-
ogy at 20, having covered the four-year
course in three years, and took a job as a
draftsman with the floundering Hyatt

BUSINESS AND FINANCE

Roller Bearing Co. When the company
was threatened with liquidation, he
raised $5,000 in loans, moved in as gen-
eral manager and turned a $12,000
profit in the first six months. In 1916 the
brilliant, erratic William C. Durant
bought Hyatt for $13 million, and Sloan
became an executive in Durant’s fast-
growing General Motors empire. When
Durant was forced out four years later,
the new du Pont management made
Sloan an executive vice president. Three
years later he was president of GM.

It was not an enviable position. Gen-
eral Motors was almost literally a com-
pany without management, an assembly
of recent acquisitions (Chevrolet, Olds-
mobile, Oakland, Cadillac) with no com-
mon aims and whose managers actually
hid cash from one another. But within
four years, he had evolved the basic pat-
tern of GM’s epochal “decentralization

with _coordinated _control’—leaving ad- /

ministrative freedom and profit respon-
sibility with the divisions, but forming
central committees to handle policy, im-
pose strict financial control and provide
central staff services. It was a pattern
that was to revolutionize American busi-
ness and make possible today’s giant cor-
porations. In the same four years, Sloan’s
GM quietly outstripped Henry Ford as
the world’s biggest automaker.

Boss: Sloan set the tone for a gener-
ation of young executives. A soft-spoken,
austere man, he took pride in his me-
thodical approach: “Get the facts
keep an open mind and work hard.” He
avoided giving direct orders and pushed
responsibility on younger men; but, said
one observer, no one who ever watched
a General Motors committee meeting
had any doubt where the head of the
table was.” He avoided publicity, and
he and his wife of 58 years lived an
inconspicuous social life; Sloan didn’t
smoke and took only an occasional drink.
But he did drape his tall, gaunt frame in
impeccable clothing; in his prime, he
made the list of the world’s ten best-
dressed men.

Sloan stepped down as GM chairman
in 1956, becoming very nearly a full-
time philanthropist with heavy contribu-
tions to the Alfred P. Sloan Foundation,
the Sloan-Kettering Institute for Cancer
Research, and MIT (but even with these
outlays, his personal fortune was esti-
mated a year ago at $250 million). He
worked for five years on his 1964 book,
“My Years With General Motors”—a best
seller for 22 weeks and a major addition
to business literature. He was stooped
and increasingly deaf, but he kept an
active mind, a quiet dignity and a bed-
rock sense of frugality (for years, he
carried a homemade sandwich to work
in his Rockefeller Center office).

Just before his 90th birthday, Sloan re-
fused a requested interview with a brief
note: “I would like to ‘fade away’ and be
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BUSINESS TIDES

BIG-BROTHER STATE

BY HENRY HAZLITT

The annual Economic Report of the
President, a child of the Employ-
ment Act of 1946, has come to be
considered a sort of official economic
textbook. Yet it is primarily a politi-
cal rather than an economic docu-
ment. I described it here in 1952 as
“political propaganda paid for by the
taxpayers.”

That description would apply to
most of the annual economic reports,
and certainly to the latest, which
reads like a campaign speech. Most of
it hammers in the message that you
never had it so good and implies
that you owe it all to the Great Soci-
ety programs. The rest of it proposes
still more controls and spending pro-
grams. All of these, of course, are to
be piled on top of all the welfare and
subsidy programs that have grown up
during the preceding 36 years. The
idea that private competition, free en-
terprise and individual initiative ever
accomplished anything is scarcely
acknowledged.

These welfare programs are expen-
sive, though in the President’s Eco-
nomic Report, otherwise crammed
with euphoric figures, this expense
is not mentioned. The government’s
total cash expenditures in fiscal 1967
will be $145 billion, of which
$83.6 billion will be nondefense
spending. Both figures will be the
highest on record. Compared with
only five years ago (fiscal 1961) non-
defense spending will be up $31.8 bil-
lion. Compared with ten years ago
(fiscal 1956) it will be up $52 billion.

ALL TO SPONGE ON ALL

All this must be collected from the
taxpayers. The government has noth-
ing to give to anyone that it does not
first take from the community. Yet
Mr. Johnson constantly talks as if his
Great Society programs will fill far
more needs than the people could fill
for themselves. Everybody is to live at
the expense of everybody else.

This bewildering multiplicity of new
programs adds up to the Big Brother
state. Are there any unfulfilled de-
sires anywhere? Then the govern-
ment will fill them. If there are or
ought to be any limits to the sphere
and powers of the state, the Eco-
nomic Report gives no hint of what
they are.

The report makes scores of recom-

mendations, but with one or two ex-
ceptions (e.g., more pollution control)
nearly all of them are questionable.
Instead of proposing that the govern-
ment refrain from further inflation,
the report seeks to end the balance-
of-payments deficit by continuance of
controls. It proposes that international
monetary inflation be facilitated by
“creation of new [non-gold] reserve
assets.” It proposes that the aims of
foreign aid be expanded. It proposes
that the Federal government “re-
build” the cities—i.e., that the taxpay-
ers of every city pay for the
rebuilding of all the other cities—as if
this somehow relieved them of the
cost. It proposes to increase compul-
sory unionism even further by re-
pealing Section 14(B) of the Taft-
Hartley Act. It proposes to raise
the minimum wage and so make it
still harder for teen-agers and un-
skilled workers to get jobs.

WHO MAKES INFLATION?

But what is of most immediate im-
portance in the Economic Report is its
discussion of inflation and the need of
“maintaining cost-price stability.” At
one point, it is gratifying to see, the
report comes close to acknowledging
that the primary responsibility for in-
flation lies with the government’s own
policies: “The basic precondition for
price stability is a fiscal-monetary pol-
icy that deters total demand for goods
and services from outrunning potential
supply.” But the report quickly takes
this back by adding: “But the extent
of the fiscal or monetary restraint that
will be needed to avoid inflationary
pressures will depend directly on the
restraint and moderation exercised by
those who have power over wages
and prices.”

This is a clear reversal of cause and
effect. If the government stops in-
creasing the quantity of money, the
average level of wages and prices
cannot be raised. An excessive in-
crease in the price of any given prod-
uct will either reduce demand for
that product or leave less purchasing
power for other products. But if the
government continues to print more
money, and then tries to sit on indi-
vidual prices, it will unbalance and
disrupt production. Only governmental
monetary policy, by commission or
neglect, can create inflation.
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forgotten. I think having lived to the
present age justifies my so doing. I am
sorry. I do not want to be discourteous. I
cannot afford to be. But I most earnestly
ask to be excused.”

Alfred P. Sloan Jr. was excused last
week, but it did not seem likely that he
would be forgotten.

ENTERPRISE:
Shredded Secrets

It was perhaps inevitable that one day
in Los Angeles, where the colossal is
commonplace, someone would build a
$120,000 trash truck. But this truck han-
dles only high-class trash—the discarded
secrets of the area’s aerospace and other
business firms. And it all adds up to
a $500,000-a-year business for James
O’Conner and his Document Disintegra-
tion, Inc.

The truck (actually a 40-ton paper
grinder on wheels aptly nicknamed “The
Monster”) was developed four and a
half years ago by O’Conner after a friend
at North American Aviation, Inc., com-
plained there was no foolproof, practical
way to dispose of tons of discarded but
still top secret documents. (For one
thing, smogbound Los Angeles prohibits
outdoor fires.) O’Conner, a dapper, 53-
year-old former banker, found a ready
market for DDI's mobile service in the
Los Angeles area where, as one promi-
nent businessman noted last week:
“Some firms are absolutely paranoid.
They think everyone wants to steal their
secrets.”

On its 72-hour-a-week tour, The Mon-
ster services up to 85 customers, with
gun-toting guards on hand to see that no
secrets are betrayed. With a roar like a
jet engine, the unit pulverizes such items
as plane specifications, misprinted travel-
er’s checks or stockholder lists into a fine,
yellowish fluff which is then buried at
city dumps. The customer’s cost: from
3 cents to 6 cents a pound.

Cut-up Confidences: Most of DDI’s
clients have pressing competitive or
national-security reasons for keeping
secrets from either corporate or cold-
war enemies. Examples: IBM (80,000
pounds monthly), North American’s
Atomics International Division and an
aerospace firm that recently asked DDI
to “pick up 133 tons of an old proposal
that didn’t fly.” But dairies have called
on DDI to destroy old route lists, while a
few churches and synagogues have fed
pledge sheets and other confidential
data to either The Monster or DDI’s
stationary grinder at suburban Gardena.

After two straight profitable years for
DDI, O’Conner is understandably enthu-
siastic about mining trash for cash. “We
dug for tin and found gold,” he said last
week. “We had no idea how many peo-
ple needed us.”

Newsweek, February 28, 1966




EXCERPTS FROM
"PROPERTY TAXES AND THE FREQUENCY OF URBAN RENEWAL®
By M. Mason Gaffney
Proceedings of the 57th National Tax Conference, 1964

The property tax has grown large, and is destined to grow
larger as municipal debt expansion evolves into debt service and
retirement.....For a long time tax levies lagged behind rising
real estate values. Now, however, real tax rates have risen, too.
In Milwaukee city, for example, we are up to 3% of true market
value. And these real tax rates are destined to rise farther.....

«+..EBach 17 of real estate tax rate is equivalent to a 19%
tax levied as a lump sum payable at time of building, A 37 tax,
such as Milwaukee and many other cities now impose, equals a 577
present lump sum tax, or let us just say about 50% as a good
round figure,

Such a level of taxation breathes new meaning into the old
saw about the power to destroy. But hereby hangs a paradox, one
which the worthy Justice foresaw when he went on to observe that
the power to tax is also the power to keep alive, and he might
have added "bring to life." The upward assessment of undeveloped
land in suburban fringes, and resulting higher taxes, is a prime
force prompting the land's development! So the property tax is not
only potent, it is potent to different effects, depending on
whether buildings or site-potentials constitute the base.

«++.If the real estate tax as it continues to grow is not to
scorch the earth, it must be modified to exempt improvements.
That can be done by focusing it on the base of land value or site-
capability, which not only permits improvement but positively
prompts it,

The welfare economists have told us that an ideal tax base
(in respect to incentives at least) would be some sort of faculty,
capacity, or potentiality on which we might levy a tax not
contingent or conditioned on the taxpayer's productive activity
or allocative decisions, but purely on the exogenously determined
capability of the base to earn income.....

Land, however, does nicely as a tax base corresponding to the
idealists' concept. 1Its value is determined largely by forces
exogenous to the owner. It is appraisable, and is appraised, con-
stantly, separate from buildings.....I do not vouch for the
accuracy of appraisals often used, The land-building allocations
commonly reported for property tax assessments are often arbitrary
and meaningless; the allocations used for income-tax purposes
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systematically overstate the depreciable component; appraisals
used by borrowers these days are tending to overstate all com-
ponents, But for all that, land appraisal is an established art
that was already as old as history when William the Conqueror
ordered the Domesday Books. When the intent is to appraise
accurately, we can do it.

.+..The excessive leverage that is objectionable in property
taxation derives from the building tax more than the land tax.

We may also sneak up on the land tax base by various halfway
measures....(such as) the Pittsburgh plan, now inaugurated in
Hawaii. There are countless more: frontage assessments, flat
acreage assessments levied by various special service districts,
land taxes levied by California Irrigation Districts, and dis-
crimination within the latitude customarily given assessors--
although, as we know, that usually works the other way.

There are in some states special tax abatement laws, like
the Missouri Urban Redevelopment Corporations Law which exempts
improvements in renewal areas from real estate taxes for 10 years
entirely and the following 15 years 50%. 1In Wisconsin we call it
a "freeze'" -- an allusion to our climate no doubt. It is the
assessment that is frozen, for up to 20 years under certain quite
limiting conditions. Milwaukee has two new buildings under the
law, with seven-year freezes. Going back to my interest tables,
assuming 60-year life and 5% interest, a 7-year freeze is as good
as a 307% tax cut over full life; a 20-year freeze as good as a 667
cut. So these laws have already moved quite far towards full
building exemption.....

Some jurisdictions allow informal assessment freezes without
benefit of law. By their nature, such cases are hard to document,
but is is widely alleged that the assessor of one Milwaukee in-
dustrial suburb forgets to assess new factories for their first
several years.....

Property taxation has profound effects on land use, most of
which may be summed up in one general principle: if the tax base
is defined so that the tax depends on the use to which land is put,
then the tax biases the landowner against the heavier taxed US€essse

«esoEvery parcel of land is in constant press or competition
between the extant improvement and its prospective successors,
Let us call the first the "defender", and the second the
"challengers".
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In this, contest, the fisc is not a neutral party. The fisc,
under prevailing tax policies, is interested to have the challenger
unseat the defender, because the challenger will bear a higher
assessment and pay several times as much in real estate taxes.

That consideration is of great fiscal value, so much so that the
fisc is often willing to subsidize urban renewal (although it is
a peculiar logic to subsidize people to pay their taxes!).

But, as each man kills the thing he loves, so the fisc in
its passion for new buildings tends to smother them. For that
anticipated flow of taxes, which is of positive value to the fisc,
is of an equal and opposite or negative value to the taxpayer.
He can avoid it by avoiding renewal, and defer it by deferring
renewal, and shrink it, when he does renew, by shriveling his
renewal plans. And that is what he does, with the results that we
continually deplore, but just as continually impose on ourselves
by continuing to tax new buildings.

Let us put the point more generally by asking "when is the
economic time to renew a site?"..,.When the defender ceases to
earn a return on the value of the site in its highest prospective
alternative use. After then, the bare land outvalues the land-and-
defender combination. It is time to salvage the land by demolishing
the defender. The defender, even if still sound and usable, has

become absolutely worthless.....

«+..The fiscal deterrent assumes not just a supplemental but
the primary role in blocking urban renewal. It may defer private
renewal not just for decades but indefinitely, because there are
reverberating neighborhood effects, from deterioration of old
buildings, which progressively rob sites of their renewability,

There are large areas in our central cities which would be
renewed forthwith in the absence of the fiscal deterrent., My
student, Paul Downing, is just completing an isovalic cadastral
contour map of Milwaukee County land values.....Comparing the bare
land values with the combined values of land and old buildings,
it is clear that in 10% or more of the city the bare or renewal
value of land already nearly equals the defender values. Remove
the fiscal deterrent and the challenge values would move well
above the defense values, bringing prompt private renewal,, ,..

Shifting to the land tax system would not, in general, detract
from public revenues, because at any given time there are buildings
in every stage of the life cycle. Lower taxes from newly improved
sites would be compensated by higher taxes on sites under old
buildings. 1In older central cities, indeed, the old buildings are
the majority. Norwould the change discriminate against the older
places, for in due time they will be renewed and enjoy the new
policy of impartiality towards youth,
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The uneven impact of the change is largely among persons--
those benefit most who are most in need of credit. That is in
harmony with accepted public policy, but it achieves the end
without subsidy or public assumption of large contingent liabili-
ties, and without the double incubus of combined bureaucratic and
lender conservatism and routinization.....

The building tax not only increases the capital requirements

of builders, but throws on them a great deal of risk. The income
tax, whatever its failings, has the virtue of falling off when evil
days betide so that the fisc shares some risk with the builder.
The building tax is not based on income but on an initial capital
outlay. It is at its maximum before, there is much income, and it
continues at a level based on gross outlay, regardless of income.
It would be hard to contrive a tax calculated to throw more risk
onto the builder in proportion to the revenues raised. ....

In conclusion, the property tax need not be a Frankenstein.
In its present form it belongs back in the grave whence it so
recently lurched.....But if it were converted to a tax on the base
of site values it would become a perfectly respectable member of
the tax family. In a family with so few of the description, it is
an opportunity not to be lightly dismissed.

Certainly it is not to be dismissed with the hackneyed inanity
that "it is no panacea." It is not competing with any panacea.
History has imposed a curious double standard on deliberations of
tax alternatives. Most taxes are adopted because they raise revenue.
Land taxes are rejected because they are no panacea, If they simply
raise revenue without doing much damage they are a great improvement
over what we have now. If they offer additional benefits, so much
the better.....




