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INDUSTRY 1S GALM
ON DEPRECIATION

Johnson's Plan to Suspend
Acceleration for Buildings
Draws Little Reaction

SOME DOUBT IS VOICED

fccountant Says Dropping
of Tax Benefit Is a Poor
Way to Fight Inflation

By ROBERT METZ

“A bomb that exploded with
all the force of a paper bag,”
is the way one seasoned ob-
server described the reaction to
President Johnson’s plang to
suspend for 16 months accelerat-
ed depreciation on new build-
ings.

While the business commu-
nity was churning over the
companion measure designed to
pinch off the 7 per cent credit
against taxes for sums invested
‘in new equipment, barely a
word was said about the depre-
ciation matter.

One leading accountant, J. S.
Seidman, commented that the
dropping of the acceleration
clauses was hardly an appro-
priate means of fighting infla-
tion. He added that the depre-
ciation measures were added
for a reason unrelated to the
state of the economy.

Concept Explained

Mr. Seidman, senior partner
of Seidman & Seidmadn, certi-
fied public™ accountants, said
that accelerated depreciation
was brought into the law to
correct practical shortcomings
of previous depreciation meth-
ods.

The essential idea of depre-
ciation, Mr. Seidman noted, is
to measure the cost of the use
of a building or equipment over
its life. The practical realities
are that repairs go up as the
facility ages and depreciation
goes down. The total of the two
—repair costs and depreciation
allowance-—gives a balanced re-
flection of
operating cost.

The supension was scheduled
to begin Sept. 1 if President
Johnson’s original request was
followed, but there has been
some talk of deferring the be-
ginning to Sept. 8, the day of
the President’s announcement.
As for the timetable, Mr. Seid-
man was more concerned over
the duration than the starting
date. He wondered if the sus-
pension would indeed end in 16
months as “past history shows
measures proposed as tempo-
rary have a way of becoming
permanently temporary.”

Automobile Analogy

The suspension would apply
only to buildings under Presi-
dent Johnson’s proposal, but for
the layman the principle can be
explained in terms of what hap-
pens to the family car over the
years.

It is common knowledge that
as soon as a new car is driven
out of the showroom, it drops
several hundred dollars in value.
The biggest drop occurs in the
first two or three years.

After several years, the an-
nual depreciation is relatively
small. Accelerated depreciation
on factories, hangars and of-
fice buildings, to name several
categories affected, is based on
the same theory of values.

The businessman wants to as-
sign a reasonable figure to his
cost of doing business and when
it comes to depreciating build-

the year-to-year|

In August Communications Satellite Corporation
submitted a broad technical plan to Federal Com-
munications Commission by which four high-
capacity, multipurpose satellites and about 130
ground stations could be available by 1970 to
meet rapidly growing domestic needs. Vehicles,
capable of relaying voice and television, would
be in synchronous orbit, 22,300 miles out in space.
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Comsat, a Wz’nnez_j in Space, Faces Problems at Home

Battle Raging
Over Its Role

By GENE SMITH

“A new communications era
has begun.”

Thus did President Johnson
begin his 1965 Annual Report
on Activities and Accomplish-
ments under the Communica-
tions Satellite Act of 1962.

Dated March 3, 1968, it was
an enthusiastie, though routine,
report to the Congress.

If the President were to pro-
duce an interim report today—
just five and a half months later
—it would have to be written
in still-glowing terms. Commu-
nications via satellite have prov-
en to be commercially feasible,
The technological proof had
been established last year by
the Early Bird satellite.

Now the Communications
Satellite Corporation (Comsat)
has a definite schedule of new
types and sizes of communica-
tions satellites through the
carly ninctecn-seventies. Offi-
cers and technicians of the com.
pany speak matter-of-factly of
what lies ahead.

Battle Over Role

Joseph V., Charyk, president
of Comsat, strongly insisted in
an interview at his Washington
headquarters last week that the
satellite program was well
ahead of schedule on the tech-
nological side and awaited only
the acceptance of customers.
The over-all program, however,
is threatened by a continuing
battle over the role of Comsat
and the individual companies in
the field of communications.

Even Comsat’'s strongest op-
ponents have little room to
argue over the positive achieve-
ments of Early Bird as the ve-
hicle for proving that satellite
communications offer a simple
solution to communication prob-
lems. The battle is now based
on the question of which sys-

Continued on Page 12, Column 4

The Week in Finance

Johnson's Fiscal - Restraint Program
Wins Ringing Wall St. Endorsement

By THOMAS E. MULLANEY

President Johnson's fiscal- in the last week—a tremen-
rgstraint program won a dous and unusually hasty re-
ringing endorsement in Wall versal of course., Perhaps it
Street last week. was too immediate and sharp

The satisfied mood of tank- to have any lasting quality,
ers and brokers was one sig- some analysts said.
nificant measure of approval, Meanwhile, the bond mar-
but a more demonstrative dis- ket, which had been in a state
play was the enthusiasiic of near-chaos in August, sta-
movement of the securities bilized quite well last week
markets themselves. following its quicker, though

It was apparent that a good comparably buoyant, reaction
deal of confidence-—and buy- the week before.

g:g power—was returning to Y

e markets as investors com-

) : . There was, however, con-
mitted their money to rein- o rerment in the short.
force their improved senti- term money market. The
ment. Treasury had to pay a re-
cord 5.926 per ccnt on its
latest 6-month bill sale and
the Federal Home Loan
Banks offered a very attrac-
tive 6.2 per cent yield on a
$650-million issue of new one-
year bonds.

With Treasury-bill offer-
ings due to he increased to
take the place of sidetracked
Federal agency issues, the up-
ward push on short-term
rates seems certain to con-
tinue and these could also

Continued on Page 9, Column 1

The stock market. obvious-
ly relieved that the Presi-
ent’s anti-inflation prescrip-
tion at this time was milder
than fearcd, soared every day
but Friday. It climbed to its
biggest weekly gain in almost
three years.

With the hlue chips pacing
the upturn, the stock market
now has bounced back more
than 6 per cent after dcclin-
ing 23 per cent during its
seven-month plunge this year.

Most of the comeback came

MERGERS 0GCUPY
GULF & WESTERN

Paramount Deal Would Be
Its Biggest Coup Yet

By RICHARD PHALON

There are times when it al-
most seems that Gulf and
Western Industries, Inc., does it
with mirrors.

As recently as seven years
ago Gulf and Western was a
bustling little auto-parts manu-
facturer and distributor earning
$400,000 on a sales volume of
about $24-million. In the fiscal
year ended last July 31, the
company netted about $20-mil-
lion on sales of about $318-mil-
lion.

Largely as a result of an
explosive series of acquisitions
—Gulf and Western has taken
over more than 60 other con-
cerns—the company has diver-
sified into minerals, chemicals,
aerospace and electrical com-
ponents and a sheaf of other
industrial fields.

One element that all of G. &
W.’s properties have in common
is growth potential; and last
week —little more than six
months after the absorbtion of
the New Jersey Zinc Company
and more than $90-million in

Mining Executives Avoid
Talk of Copper Prices

By ROBERT A. WRIGHT
Special to The New York Times

SALT LAKE CITY, Sept. 17
—It may appear odd that the
only persons to discuss copper
prices publicly here last week
were a Wall Street broker and
Vice President Humphrey.

This town, the center of cop-
per mining, was brimful with
mining men attending the an-
nual meeting of the American
Mining Congress. A record turn-
out of some 3,400, including
many of the chief executives of
the biggest copper companies,
strained the hotel facilities of
the city, which in addition to
having to accommodate the
steady stream of tourists to the
Mormon Temple, also was the
site of the state fair. It also
was rush week at the fraterni-
ties of Utah State.

At second glance, it is not
surprising that the mining men
avoided talk of prices. They
have been sensitive for some
time now to Government pres-
sures — potential, implied or
stated — against a copper-price
increase. If they had any
thought of talking about prices,
they were effectively silenced

Continued on Page 13, Column 4

made the principal speech to
the meeting.

With many copper executives
sharing the dais with him, Mr.
Humphrey went out of his way
to commend the copper industry
for its statesmanship in holding
the price line. Among the cop-
per men on the platform was
James Boyd, president of the
Copper Range Company, which
a week earlier raised its copper
price to 38 cents a pound, from
36 cents.

An Eye on the Ore

The copper industry would
very much like to raise prices,
a step that would allow them
to mine less-rich ores—which
are more costly to process—and
help alleviate the tightness of
copper supplies. But in the pres-
ent political climate, they are
embarrassed by soaring profits,
a subject regularly mentioned
by the inflation-conscious John-
son Administration in earlier
confrontations with raw-materi-
al price increases.

Because of this, it is unlike-
ly that Copper Range will find
any active support from major
copper vompanies, at least for a

by the Vice President, who

Continued on Page 7, Column 1

FT.0. ORDER SETS
RETALLING GUIDE

Korvette - Spartans Merger
May Result in Gains

By ISADORE BARMASH

E. J. Korvette’s food opera-|q

tions have been put back on
a profitable footing, after a
one-and-a-half-year 1lag, the
home furnishings division has
stemmed its heavy losses and
new controls have been insti-
tuted on general merchandise to
increase turnover and reduce
mark-downs.

All these efforts are part of
a new plan to obtain a 6 per
cent pre-tax return, as opposed
to the giant discount chain’s
record of never having earned
more than 2.5 per cent before
taxes, even when its sales ran
above §700-million last year.

These are some of the fea-
tures of the emerging outline of
the Spartans Industries-Kor-
vette merger, following Ilast
week’s consent order signed
with the Federal Trade Com-
mission.

Comment by financial and in-
dustry sources, some close to
both concerns, elicits a striking,
new portrait of the merging
company as it evolves from the

Continued on Page 13, Column 1

SWEEPING GHANGE
AHEADON WALL T,

Probosal to Alter Rule 394
Expected to Bring Shift
in Patterns of Trading

EXCHANGE IS CAUTIOUS

Funston Fears S.E.C. Plan
May Have Adverse Effect
on Market Liquidity ,

By VARTANIG G. VARTAN

Sweeping changes within the
securities industry were set into
motion last week by a proposal
to lower trading barriers of the
New York Stock Exchange.
The Securities and Exchange
Commission hammered out an
amendment to the Big Board's
Rule 394 whereby nonmembers
may deal in listed stocks with
member firms in the over-the-
counter market.

The exchange itself was a
reluctant partner to the pro-
posal. However, as a climax to
several years of negotiations, it
finally bowed to pressures {from
the S.E.C.

S.E.C.'s Motivation

In pressing for the rule
change, the S.E.C. was moti-
vated by what it believes to he
the public interest. The net ef-
fect, hopefully, will be to pro-
vide better prices for customers
through a broadening of the
marketplace.

Initially, the main benefits
are expected to accrue to insti-
tutions and other customers of
the brokerage business dealing
in substantial blocks of stocks.

At present, Rule 394 general-
ly bars members from going
off-board to transact trades in
listed common stocks with non-
members.
| The amended rule is expected
to take effect this autumn.

On Thursday, the board of
governors of the exchange con-
ditionally adopted the formal
proposal pressed by the S.E.C.

Comment by Funston

Keith Funston, president of
the Big Board, stated at that
time:

“Rule 394 is the heart of the
auction market and the board
acted with great reluctance for
fear that altering the time-
tested auction-market proce-
dures might ultimately have an
adverse effect on market Ili-
uidity.”

He called the proposed change
“an important departure from
one of the basic principles upon
which this institution was
founded—namely, to concentrate
the maximum number of buy
and sell orders in the central
market.”

Opposition to any substantial
modification of the present rule
came in part from the trading
floor of the Big Board. How-
ever, some Wall Street brokers
expressed belief that the rule
change in time would bring
added business to the exchange.

The amended rule would es-
tablish a new category of secu-
rities concerns known as “non-
member market-makers.” These
would be the only firms with
which exchange members could
make off-floor trades in listed
stocks.

In order to qualify as a non-
member market-maker, a firm
would be required to maintain
a net worth of not less than
$1.5-million or net capital of
$250,000 for each security in

Continued on Page 12, Column 7

ings and equipment, he uses ac-
celerated depreciation fo ac-
complish this.

Take the family-ear analogy
a step further. If the individual
taxpayer uses a car to earn his
living, he is entitled to depre-
ciata it on his tax return. Many
people who do free-lance work
while holding regular jobs also
qualify for this depreciation in
part.

In the first year of a car's
life, the owner would choose a
higher depreciation figure than
$500 on a $2,000 car if he
‘planned to keep it four years.
(The example assumes for the
sake of simplicity that the car
is worn out and has no salvage

Continued Efi»?g?%, Colunin 1

S.B.1.C. Program
Has Growth Pains

By ELIZABETH M. FOWLER

The Government’s Small Busi-
ness Investment Company pro-
gram has been suffering some
growing pains.

Since the S.BI.C. act was
passed in 1958, more than 700
small-business investment com-
panies have been formed.

Richard E. Kelley, a deputy
administrator of the Small
Business Administration who
has just resigned, complained
recently that 232 of the
S.BI.C’s could be called “prob-
dams.” Some have never gotten
earted investing; soime have
‘heavy losses; some have violated
S.B.A. regulations.

Ix:nmediately, the other com-
panies protested. They pointed
out, and Mr. Kelley acknowl-
edged, that most of the delin-
quency had been among the
small, privately owned S.B.I.C’s,
often operated by one man, and
that the 40 active publicly

N.I.C.B. to Celebrate

;I‘he New York Tlmes
Chart room at the National Industrial Confer- *
ence Board, institution marking 50th anniversary.

€ontinued on Page 12, Column 8
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Its 50th Anniversary

By DOUGLAS W. CRAY

Tomorrow morning and for
the next two days, the Wal-
dorf-Astoria will again take
on the appearance of a Unit-
ed Nations branch office,
complete with an interna-
tional cast, a weighty agenda
and a distinguished audience.

The occasion will be a
“World Convocation.” The
subject will be “The Future

of Capitalism.” And the cast
will include such globally
recognized figures, in the or-
der of their scheduled appear-
ances, as Roger M. Blough,
chairman of ‘the TUnited
States Steel Corporation;
George Meany, president of
the A.F.L. - CI.0.; Lee A.
DuBridge, president of the
California Institute of Tech-

nology; George S. Moore,
president of the First Nation-
al City Bank and Valery Gis-
card d'Estaing, former
French Minister of Finance.

Also Robert Goheen, presi-
dent of Princeton University;
Attorney General, Nicholas
deB. Katzenbach; David
Rockefeller, president of the
Chase Manhattan Bank; Hen-
ry H. Fowler, Secretary of
the Treasury; Karl Blessing,
president of the Deutsche
Bundesbhank, and others
equally well known.

They are slated to be on
hand, delivering major ad-
dresses and attentively listen-
ing to others as the National
Industrial Conference Board,

Continued on Page 5, Column 2
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Above: A staff meeting of the board in 1941. Membership served by the
private, nonprofit organization has grown to some 4,200 concerns that
receive reports ranging from capital spending to Negro employment rate.

ction prohibited without permission.

Left: H. Bruce Palmer, left, the board’s fourth president, with Mart‘in R.
Gainsbrugh, chief economist, in the library. The group is sponsoring a'._
.three-day conference at Waldorf-Astoria on “The Future of Capitalism,” -
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“LET'S SHARE

SUCCESS TOGETHER!” |

N G

HERE ARE A FEW TESTIMONIALS:

“Sales very satisfactory.
another unit.”

“Very pleased...expect profits to increase.
FLOYD L. FERGUSON » WINTER

Considering the opening of
ROBERT F.NATION ¢ LEMOYNE, PA.

HAVEN, FLORIDA -

“Very happy in our beautiful Cobbs Country Restau-

rant & Gift Shoppe.”

“Such a nice place, glad we discovered it. Ever in- -

creasing patronage.”

BENNI HART o BRISTOL, TENN.

H. B. SYKES  MONROE, OHI0

“Fine cooperation...very pleased with our progress.”
ANNETTE BRASHEAR o FORT LAUDERDALE, FLORI

“Bustness far exceeds our expectations.” o
. SAN CLEMENTE, CALIFORNIA

WARREN

—Gubos

COUNTRY RESTAURANT
and GIFT SHOPPE |

:

-+ whera stopping Is fan! ...

Aby&w-fnml

For profit and pleasure, it's hard to beat the Cobbs’ franchise. The-
unique STOPower formula of our Restaurants provides millions of high~

way travelers with One-Stop Facilities;

CANDY & FRUIT PACKAGES,

DINING, GIFT SHOPPING,
GASOLINE SERVICE.

A Cobbs Franchise can bring YOU substantial annual net profits. No
experience is necessary; our program covers all aspects of your franchise.

+ A nationally advertised
prestige name for 31 years,

% Personnel training Program

+* Scientific site selection

* Uniquely attractive building

* Modern apartment for management

% Al equipment and fixtures

A $35,000 INVESTMENT ncLupes:

% Complete merchandise stock

* Financial counseling

* Dynamic advertising campaigns
— local and national

% Absentee ownership and management
service—A great hedge

against inflation.

FOR A FRANCHISE IN A PRIME LOCATION OF YOUR OWN SELECTION, ANYWHERE
IN THE U.S.A. AND CANADA, WRITE, GIVING PHONE NO., OR CALL TODAY!

Natianal Marketing Director
€088S COMPANY, INC., De

.. THE pt. 2 :
Cobbs Building, Mismi 33138, Florida (area code 305) §32-6391
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i Continued Gains Seen, but
Squeeze Is Ahead for
Marginal Operators

By ROBERT WALKER
- While President Johnson has
not. exactly snatched the rug
'from. under the equipment-leas-

‘§|ing business, his anti-inflation

program has at least exerted a
sharp tug, -felt throughout the
rapidly growing, $3-billion in-
dustry.

‘The growth will continue, but
at a slower pace, which may
squeeze out the most marginal
operators.

This was the consensus last
week of spokesmen for the in-
dustry, which has mushroomed

in the nineteen-sixties— some
sources think revenues have
more than doubled—partly be-
cause of the 7 per cent tax
credit on investment in new
machinery and equipment. *
Mr. Johnson announced 10
days ago that he wants Con-
bigress to suspend the investment
credit for 16 months, which
f \'would sharpen the tax bite on
the leasing companies by per-
haps $8-million or $10-million
a year. Either they would pay
it themselves or pass it on to
clients in the form of higher,
less competitive rates.

Other Factors

Other factors, however, still
favor the leasing concept, Tight
money means that some clients
t—who might prefer to buy—
have no choice but to lease. The

YTEXAS

Texas today,

5th in population
and 3rd fastest
growing, is a
rapidly
expanding,
ready-made
market of 22
metropolitan
areas. Sixth
nationally in
disposable
income ($20
billion) and
retail sales -
{$13.3 billion}, it
Jeads all South-" =~
western states
combined. Small
wonder
enterprising
manufacturers
turn to Texas for
Pmﬁtable YTy Y]
plant .
Iocations.

TEXAS

-

Tease send to me:

a

| Get a ready-made market

urn to

for 22 metropolitan

areas- with $20 billion
in disposable income

Phons or wtits Hatry W. Clark, Exscutive Director

INDUSTRIAL COMMISSION

‘The Central Information Source forall of Texas ® Phone512, 475-4331
Box 43 SY Capitol Station, Austin, Texss 78711

Toxas 1966 Fact Book [ Texas Market Potential 1960-2020

8000000000000 00
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time lag before the measure
takes hold means that industry
does not expect revenues and
profits to begin leveling off un-
til the second half of next year.
Carroll Bumpers, executive
vice president of the Greyhound
Leasihg and Financial Corpora-
tion, put it this way: “We'd be
a lot less sanguine about the
loss [of the investment credit]
if money were cheap and plenti-
ful. As it is, this industry does
not and will not lack for deals.
“Still, I emphasize that we
are upset. Obviously, we won’t
be able to offer as attractive a
leasing package to some of our
clients.”
It is impossible to forecast in
dollars and cents what the move
will cost the industry, accord-
ing to Brooks Walker, president
of the United States Leasing
Corporation. “No agency, Gov-
ernment or private, keeps com-
plete statistics on leasing, so
we aren’t even certain what|
the current annual gross is, let
alone what it will be next year.
1 “However, I'd say that $3-
billion a year is a very con-
servative estimate of current
volume.” Most industry sources
agreed, although a spokesman
for the C.I.T. Leasing Corpora-
tion said the total probably is
closer to $6-billion.
Whatever the cost of the tax
measure, who will pay it? The
leasing companies, their clients
or both? Replies to this ques-
tion were, as they say in the
money market, fully hedged.

‘Clouded Crystal Ball’

In Baltimore, Herman Staton,
vice president of the Commer-
cial Credit Corporation, de-

clared: “I'm looking into a pret-
ty clouded crystal ball. What

' Investigate the

_ extra profits to

- a Speed Queen
Lot amoet

even —of
fn thehome.

And you don’t
e industry.

your
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S

ﬁgﬂt
na and
steady flow

of Speed Queen establ
all about

practically
an .
.Oura’aleaandaarvz:efeams
} teach y

the remarkable

‘s washers, dryers and
e R o v Spoed
don’t wor-

be made through
coin-op laundry!

small Investmen$ to become owner
-service

business that §s as

American way of life as the corner
store, Under a single
pressing

xwocst'youn;ant‘f;l!eom--2
every cloth item’

. to.
areiibeemvyo'fl
g. Speed

ou everything.
to select the best location

ﬂhood—makes sure your store is
for smooth traffic flow and efficient
Queen backs you up with both
local promotions to help insure a
of customers.
We'll be happy to introduce
’ lishments.

yodtoother_owners
Let them tell you. .
ruggedness of

Queen equipment
ry about customers,’
Te find out alf about the many exira prof-
s Speed Queen produces write Mr. E.
W, Jess, Commerclal Dept. Y|4 SPEED
QUEEN, McGraw-Edison Company,
Ripon, Wisconsin. You will be surprised-
10 discover how much money you can .
nﬂo—o@nﬁmaﬂlms_‘tmntasmod-
d.m IR .
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will the impact be? Will equip-
ment demand decline or will the
need for modernization keep it
.|as high or higher?

“What will money cost a
year from now ? Already, we've
absorbeq increased borrowing
charges without passing them
on, but how much can we ab-
sorb? There are so many vari-
ables.”

Enacted. four years ago, the
credit for two main reasons has
been a major factor in the
‘lgrowth of the industry, which
includes manufacturers of the
leased assets and companies
primarily in leasing, as well as
banks, finance companies and
even syndicates of individual
amateurs seeking a tax shelter.
First, it is a tax shelter made
to order for leasing.organiza-
tions, which annually buy hun-
dreds of milfions of dollars
worth of everything from air-
craft and rail cars to office
chairs and small, hand-held
tools.

_Second, since there is a limit

. [to ‘the proportion of total tax

that may be saved through the
credit, leasing often becomes

.{the most attractive arrange-

ment for both parties to the
contract.

Advantage Noted

-‘An airline, for example, with
a huge capital investment in

“{relation to taxable profit, may

be unable to take full advan-
tage of the credit on purchases
of aircraft. But a bank, with
‘lits low investment-to-profit_ra-

{tio, can buy the aircraft, lease

|them to the airline while re-

OWNIR OFFERS: :

“NI"“E BUSINESS, OPPORTUNITY - IN-

MIAMI BEACH. DELUXE 32-

LANE BOWLING ALLEY—PROPERTY & LAND. NOW.
CPERATIRG!
ATRACTIVE

® PRIME LOCATION on famed Collins Avenus (AtAfacing

Ocean), Middle of 13,000 room lixury Motel area; Backs
up fo over 300 ft. Intercoastal Waterway, with dockage.
g;:l:lail Lounge with Night Club license to 5 AM: Snack
® Single story concrete Building, air-conditioned

32,179 sq. ft; Parking 160 Cars. All improved.

©® TERMS TO SUIT: $520,000 includes land from. Water-
way fo A

JURR

R

(80 tons);

A L
. as a y ()]
frontage, Write 214631'!‘::':08u paree . e

B L~ e e

WERSON PORTINTES - EnLY |

taining title, and claim the en-
.|tire investment credit. .
"] . According to Standard &

_|{for most corporations offsets
.jincome-tax liability up to the

- |level, the credit may be applied
as a 25 per cent offset. =~
~ The amount not usable be-
cause of this limitation may be
_|carried back three years or to
11962, whichever is later, and
carried over for the succeeding
five years. The 7 per cent credit
. {is a maximum, applicable to

.jeight years or more; it reduces

““Ito 21/3 per cent for a useful

"|Poor's Corporation, the credit}.

first $25,000 of tax; above this|

property with a useful life of].
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communications satellite.

A GLIMPSE OF THE FUTURE: Leonard H. Goldenson, right, presfdent of the American
Broadcasting Company, Inc., with Dr. Harold Rosen, space research expert with the
Hughes Aircraft Company, as they examine a model of

‘the proposed giant HS-304

=

IPING CHANGE
JAD ON WALL ST.

Continued From Page 1

which it makes a market. When
a firm makes a market in a
stock, it stands ready to buy
or sell shares.

Nonmember market-makers
would not be charged a com-
mission under the amended rule.
The Big Board sought in vain
| to require that nonmembers pay
a commission or fee.

The amended rule also pro-
vides - that a real effort be
made to execute any order on
the exchange floor before it is
taken off-board.

Some securities dealers be-

lieve that blocks ranging be-
fween 2,000 and 10,000 shares
|will provide the bulk of trad-
ing under the changes in Rule
394. ‘ '
- A number of firms already
make markets in Big Board
stocks over-the-counter. These
comprise what is known as the
“third market.” Previously, they
have not been permitted to deal
with members, except in the
same capacity as any other
customer.

Critical of Third Market

The exchange long has been
critical of the third market—a
|eriticism stemming from office
brokers as well as floor mem-
bers of the Big Board. Their
contention has been that the

third market “trades off the

Continued From Page 1‘

tem best serves the needs of
the world in the first instance
and then, which can provide
complete communications at the

lowest costs.

Comsat sees it, Dr. Charyk said

tain point.”

“On the television side, there
was no intention of meeting
international. standards,”
he continued, “We never fig-
ured we could get acceptable
color through it but we've even

any

succeeded in that,”

ing stations below the equator

the Northern Hemisphere.

have 180 circuit years
circuits multiplied by
years).

Rise in Circuit Years
will be two satellites,
a second over the Atlantic

ern and Southern Hemispheres
Their expected life

crease.

technological advanges,”

Charyk explained.

Category III, due for launch-
ing in 1968, will provide 1,200
circuits and a life-expectancy
which "means

of five years,

6,000 circuit years.

ancy of five to 10 years.

against Comsat.

life expectancy is 20 years.

.Explaining the situation as

“The Early Bird was sent up
purely as an experiment to de-
termine whether satellites of-
fered a satisfactory system of
communications. There was at
the beginning no concern over
the lifetime of a satellite except
that it be adequate for commu-
nications and then to squeeze
television through it to a cer-

Comsat officials talk of cir-
cuit years in evaluating the
performance of satellites. Early
Bird, for example, has 240 cir-
cuits on it and its life expec-
tancy was 18 months. How-
ever, since there are no receiv-

it was decided to block out half
of the ¢ircuits, thus making
maximum wuse of circuits for

Thus, Early Bird is said to
(120
1%

The next generation, to be
known as Intelsat II, is a modi-
fication of Early Bird. There
to be
Jaunched in late October—one
for the Pacific Ocean area and
These will each have 240 cir-
cuits and will cover both North-
is three
years, so each will provide 720
circuit years, a four-fold in-

“We feel that the four-to-one
ratio should be the pattern for
Mr.

Bevond
that will be a much larger sat-
ellite with between 6,000 and
8,000 circuits and a life expect-

Thus, between 1965 and 1970
—from Early Bird to the fourth
generation—the number of cir-
cuit years will have inereased
from 180 to as much as 80,000
if all goes well. These are the
plain facts that proponents of
cables must face when arguing

They must also acknowledge
that the most recentlv com-
pleted underwater eable to Eu-
rope, - designated TAT-4, has
only :130 voice- channels. An im-
proved -cable planned -for 1968
or .1969. would. have 720 voice
channels. Tts cost has been esfi-
mated at $80-million and its

Satellites cost about ‘$3-mil-

Comsat Faces Fight Over Its Role

tape” of the exchange but is
not bound by its rules and does
not own a membership.

- In the S.E.C. special study

lion each, including an allow-
ance for research and develop-
ment. The boosters to place
them in space cost about $3.5-
million, so it would be entirely
possible to orbit a Category- IIT
satellite for about $7-million. In
order to match the life expec-
tancy of the new type cable,
there would have to be four
satellites, which would bring the
total cost to no more than $30-
million, against the cable’s $80-
million price tag. -

In addition, the satellite could
mix both voice ang .television
and all other forms of commu-
nications, while the cable would
be limited to either voice or
television simultaneously.

“The satellite program is in-
ternational in the true scope
when it comes to television,
whereas with cable the pro-
gram literally comes out one
end and then must be spread
to the various nations for broad-
cast,” Mr. Charyk said. “With
the expanded satellite program,
ground stations in each nation
would be able to .receive pro-
grams and send them out over
regular channels”

Problems for .Comsat =~

Comsat has its problems,- too.
For instance, only about one-
third of .the tatal. circuits. .on
Early Rird’ haye been . sold.
Most potential users attribute
this to costs that they consider
too high, especially in compari-
son with established rates on
cable. The method of deter-
mining rates for Comsat is also
under fire. Mr. Charyk believes
that Comsat is in the position
of which came first, the chick-
en or the egg.

He indicated that present
rates on Early Bird could pos-
sibly be reduced in order to
attract more customers,

“We know that the satellite
and launching costs will be
about the same in the com-
ing generations, so if we
sell all circuits we could ob-
viously lower rates by a sizable
amount,” heé said. ‘

Mr. Charyk believes that
there are two principal rea-
sons for the failure in selling
all cireuits: - o o
The experimental nature of
the satellites has kept potential
users away simply because
they don’t know how best to
utilize the potential. .

The investment in TAT-4,
which is split on both sides of
the Atlantie, has meant that

believe they must get  their
money’s worth first,

“By year-end, the cable will
be saturated and we look for
a. considerable increase in our
business,” he said, adding that
the outlook -for volume from
Intelsat over- the Pacific was
tremendous = because - existing
cables were already overtaxed.
Comsat .officials. believe they
may have to allocate .circuits
from the outset in the Pacific
until all the large earth sta-

Aug.

in three to four weeks.

temporary cash

totaled  $4.2-million.
from temporary cash

were $4.4-million,

million.
Rates Are Top Problem

required.

within a year.

black by
and $7-million.”

possibly sooner.”

stations of various

A Correction

Wis.

to be launched on Oct. 26. The
second satellite will follow with-

Comsat’s most pressing prob-
lem at present is the matter of
rates. Comsat has plenty of
money, in fact it is making
money all the time through
invesfments.
Early Bird revenues from June
28, 1965, to June 30 of this year
Income
invest-
ments for the first six months
so Comsat
had on ‘hand or on deposit
$186.5-million at mid-year. Its
initial capitalization was $196-

Mr. Charyk said Comsat be-
lieves it should have a return
of about 12 per cent, primarily
because of the risks involved
in’ Jaunchings and the actual
lifetime of wvehicles ig space.
Along with A. Bruce Matthews,
vice president for finance, he
thinks that an entirely new
system of rate making may be

Mr. Matthews expects to file
- lhisg rate case with the Federal
Communications Commission by
Oct. 17 and believes that a
final answer can be expected

“We'll be out of the experi-
mental and fully  commercial
as of Jan. 1, 1967, and’ expect
to issue a first-quarter conven-
tional income statement next
year,” Mr. Matthews said, add-
ing that he expects that 1967
will also find Comsat in the
“between $3-million

He added that he personally
believed Comsat would begin
paying dividends “by 1969 or

Also at hand is a proposal
to provide a communications
system for the United States,
using four satellites. This would
involve more than 200 ground
sizes —
85-foot antennas at major loca-
tions; '42-foot receivers to pick
up telecasts for regional trans-
mission instead of having to
rely on microwave networks
across the country, plus smaller
transportable receivers for spe-
cial uses in various regions.
Mr. ‘Matthews estimated 1970
revenues at about $45-million
from domestic usage and $70-
million from international cli-
ents, but added that he could
easily see the day when domes-
those with eapital in the cable{tic revenues would provide the
greatest share of total revenues.

- In the New York Times of
21, an article referred
to convertible bars and coffee
tables manufactured by the
A. H. Stock Manufacturing
Corporation as imported from
West Germany. The company
says that the products are
made domestically  Newton,

of 1963, the evolution of the
third market was described as
“one of the more striking de-
velopments” in recent years.

The study estimated that an-
nual volume in the third market
rose from $84-million to $2-
billion in 20 years—a relatively
greater expansion than trading
on the Big Board.

Weedon & Co., a2 major firm
in the third market, said it
believed the amended rule would
‘‘help members obtain the best
executions of their orders and
that is in the public interest.”

Victory for Schapire

The modification of Rule 394
signals a personal victory for
Morris A. Schapiro, who heads
the nonmember firm of M. A.
Schapiro & Co., the nation's
largest dealer in bank stocks.

Mr. Schapiro had threatened
to file an antitrust suit against
the exchange if nonmembers
continued under the rule to be
barred from trading with mem-
ber firms in listed stocks.

This battle flared up when
the Chase Manhattan Bank
listed its shares on the Big
Board in March, 1965. The
Schapiro firm continued to
make an over-the-counter mar-
ket in Chase shares. But it
contended that the listing, in
effect, constituted a boycott.
© On another front, Mr. Scha-
piro formally requested the
S.E.C. to institute a public
hearing on- Rule 394. As a
result of the insistent pressure
from Mr. Schapiro, negotiations
between the S.E.C. and the ex-
change moved into high gear.

Benefits Predicted

Last week, Mr. Schapiro said
he was “pleased” by the pro-
posed amendment. He added
that the Big Board and the
commission had “acted rightly”
in making the change and that
“the investing public and the
securities industry will benefit
under the new system.”

One result of the amendment
in time may be to funnel busi-
ness back to the Big Board
from the regional stock ex-
changes, according to some
Wall Streeters.

The regionals have had no
roadblock comparable to Rule
394 and, therefore, third-mar-
ket firms have been more fyee
to transact business with their
member.

A Dbig increase in volume
has taken place in recent years
on the Pacific Coast Stock
Exchange, the Midwest Stock
Exchange, the Detroit Stock
Exchange and other regional
market places.

Under the amended rule,
transactions effected off-the-
floor between Big Board mem-
bers and nonmembers will not
appear on the stock tape. How-
ever, the member firm will be
required to report all details
of the -transaction to the ex-
change after it -is completed.

tions can be completed some
time in 1967. It Is also thought
that regular users .will. have
circuits pre-empteq for televi-
sion usage. . L

Intelsat II is now scheduled

| Su_nimary- of t]_ze Weelz

Week Ended Sept. 17, 1966
N: Y. STOCK EXCHANGE

Stocks -posted the biggest
weekly gain in more than two
years;. blue chips, investment
grade and glamorissues paced
the advadnce; volume, 31,220,-
-799 shares.’ ’ S
* -Corporate bonds advanced;
transactions,:$62,944,600.
AMERIGAN EXCHANGE
‘Stocks’ rose; - 7,167,278
shares traded. : .

Bonds were mixed; sales
-$2,545,000, - 1

“FOREIGN EXCHANGE

Pound sterling. advanced.
Canadian dollar declined.
- Sterling finished at $2.7894
and Canadian dollar at 92.89
‘cents. - .0
COMMODITY FUTURES

_ Grains, soybeans and cotton
declined. ..." .

suspension of the investment
credit "are the individuals and
syndicates of individuals that
dabble in leasing, according to
one accountant. _ ]

“They can buy small pieces—
as little as 20 per cent of ‘one
airplane, $ay-—that will be leased
to an airline. They’re not specu-
lators and- they're mnat profes-
sional lessors. All they want is
a tax.shelter; so for 16 months
their .only reason for -dabbling:
vanishes. = - . L

“It’s just as well, in any case.
I've never heard of the Internal
Revenue Service challenging the
application ‘of the credit to a
personal tax return, but I doubt
it would pass muster in a show-

However, these amateurs acs
counted for an- insignificant
fraction of the leasing business:
One executive sSummarized the
views of the professionals this
way: “We can. live and grow
-|without the credit‘—continued

. |life of only four years. Maxi-
mum credit for public utilities

_|is 3 per cent.

To some extent, the leasing
business is speculative. When a
“|bank buys, for instance, an air-
Jeraft to be leased, the bank
must estimate what the asset
will bring in cash after the 10-
year or 12-year lease expires.

The lessor’s guess about the

m e e

lease

size of this ecash bonus—‘“the
balloon,” as it is known in the
industry—determines - how at-
tractive he can make the terms
of his lease.- Often; the capital
cost of the asset is written off
over ‘exactly the life of the

The likeliest casualties of the

consumer demand is on our
side, and we lived without it
before 1962—but we're con-
cerned, of course. -

“The Government is breaking
faith - by repealing .what, it
promised was a permanent part
of the fiscal setup. A lot of
planning-ias-been-doneon -the
basis of that promise.”

Business Index Rose in the Week

A year earlier it was 284, .
The following table gives
'the index and its components,

each of which has been ad-

tivity rose to 289.5, from
287.5, in the preceding week..

seasonal trend.
. Sept. 10 Sepl. 3 Sept. 1)
1966 19 1965

. 66 96
Combined. index -. 298.5 ~287.5 284
Misc. Loadings .. 98.4 95.8 95.8

- +Other Loadings .. 64.9 61 63.5
teel ..i.veiae... 1752 1726 1619
‘Electricity ....... 5462 5298  485.]
Paperboard ...... 416.6 434.7 3988
Lumber .......... 88.3 9.2 107.5

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.

Equipment Leasers Feel Tug of U. S. Anti-Inf lhtidn Program
RATE OF GROWTH =
EXPEGTED TO LAG

S.B.1.C. Program
Has Growth Pains;
New Power Sought

Continued From Page 1

owned ones have a good record,
with a few exceptions.

S.B.I.C.’s must be licensed by
the S.B.A. Their founders,
usually a group of businessmen,
supply the initial capital and
can obtain some capital from
the S.B.A. The private S.B.I.C.'s
are those that remain owmned
by a few persons. The public
ones are those that have sold
an issue of stock to investors.
Public or private, the com-
panies are supposed to lend to
small businesses that cannot
raise funds from conventional
sources such as banks or in-
surance companies because of
the risks involved, Several
S.B.IC.s have been formed by
banks as an adjunct, giving
them an outlet for risk capital

at interest higher than bank
rates.

Since they do take risks and
must wait for the small busi-
nesses to work out their desti-
nies, and since they often provide
advisory services, the S.B.I.C.’s
charge 8 to 10 per cent, or
more. Their investments in
small companies take the form
of convertible debentures, notes

with warrants attached, or cap-
ital stock.

Success Has Varied

Some have fared well indeed, -
such as the Electronics Capital
Corporation, which hit the jack-
pot with an investment in the -
Potter Instrument Company.
Others have rolled up some
paper losses, such as the Techno
Fund, which has been planning
to marry away its troubles
through a merger with pros-
perous Anderson Capital of
Boston.

Another, Marine Capital, took
another way out. It liquidated,
but its shareholders received
distributions about equal to the
$15 a share that was the under-
writing price early in 1961, It
was pointed out that manage-
ment, while competent, did not
have experience in risk financ-
ing, and, on the other side, there
were complaints that S.B.A,
rules and rulers had interfered
t.oo much and been too restric-

ive.

In any event the S.B.A. has
recently induced the Senate to
pass a bill that would give
S.B.A. much tighter control over
the investment companies. The
House will probably approve the
bill in October.

The measure would give the
S.B.A. the power to revoke
licenses after administrative
hearings; issue cease and desist
orders; appoint a trustee or re-
ceiver for an S.BI.C.; remove
officers, directors or employes
after certain legal proceedings;
fine an S.B.IC, for failure to
file reports, and bar anyone
convicted of a felony, fraud or
other dishonesty from becom-
ing an S.B.IC. officer.

Two Poles of Opinion

Some heads of S.B.I.C.’s, such
as Herman Goodman, president
of the Franklin Corporation, be-
lieve that the industry can live
with such new rules.

. Charles Salik, president of the
big and prosperous Electronics
Capital, takes a dimmer view.
In his San Diego office last
week, he said, “S.BI.C.s are
somewhat at the crossroads. We
face somewhat unenlightened
restrictions, which will hamper -
the larger ones—more examina-
tions, more paperwork. A ven-
ture capital group is a fragile
operation.”

He points out that the turn-
over in management of the
Small Business Administration
“compounds our difficulty.”
“When we get to understand
the ideas of an administrator,
we get a new one,” he says.
This complaint is echoed by
many other S.BI.C. officials.
“We're almost gun shy,” he
adds, Since a small investment
company must move quickly
when a loan is asked and be
willing to accept risks and offer
specific services, it needs flex-
ibility—mnot more bureaucratic
regulations, he argues,

Also, the price of admission
to the venture-capital business
is rising, along with the cost
of living, “I think S.B.I.C. with
less than $5-million to invest
is in for trouble,” he says. Most -

JEMAMISASONDIFMAMIJASOND of them have less than that.
3T 2 Another Criticism
a0 With such a comment, he .
comes up against another crit-
' icism levied against S.B.I.C.’s.
300 What about the very small busi-
- ness that needs $10,000 to
290 f $15,000? Most S.B.I.C.s won’t
look at them, claiming that use
230 ¥ of accountants, lawyers and
i - ‘ other experts to check advisabil-
270 ity of such loans would use up
: about that much, perhaps more
20 : for a deep investigation. A sign
. of the times is that the S.B.A.
! keeps raising its definition of
0 what a small business is..
' Hence such small borrowers,
240, unless they happen to be well
known in 2 community to local
230 - S.B.IC. officials& oftinlturn to
M the S.B.A. for direct loans—a
y l‘ 220 xgﬁﬁ%iggx prggr%nln tléat hai bgen grpwinlg.
gjus ria ust last week, for example,
A EDTIMATED NORMAL =100 the S.B.A. announcéd a dlx%ct
a0 loan, with a local bank partici-
pating, to a2 new ceramics man-
a0 ufacturer in Dover, . Del, for
v $6,500. At the same time, it
19 reported a loan of $400,000,
" oLy made by a Wilmington bank
- - The Nioalzamatad Eeather Come
e gama. er Com-
P 1.g.s.“... 1.9.@"3“ !@?I‘.’P?)‘PP? pany. It will help the company
hire 100 new workers and obtain .
. , t
The New York Times. justed to reflect the long term |equipment.
Weekly Index of Business Ac- Despite _ the problems = in

S.BIC.s, Mr Kelley estimates
that by the end of this year .
they will have invested about
$§1-billion in small businesses.
Of this, about $250-million has
been made by the 40 active
publicly owned S.B.I.C.s.




Moscow Puts Aloft Its First 'Comsat'; TV Movie Is Shown
By THEODORE SHABADSpecial to The New York Times
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TEN CENTS

(7Y T0 REQUEST
THO WEEKS HORE
T0 SUBHIT BUDGET

Extension to May 13 Sought
— Earlier Date Said to
Give Too Little Time

ALBANY APPROVAL SEEN

Council and Estimate Board
Would Then Have Only Six
Weeks to Complete Work .

By CLAYTON KNOWLES

The Wagner administration
will ask the Legislature to grant
an additional two weeks’ ex-
tension in the date for the sub-
mission of the city budget for
1965-66.

The new extension ito May
13, if approved as expected, will

leave only six weeks, instead of
the customary ten, for consider-
ation of the city’s first $3.5
billion budget, the largest in its
history and bigger than that of
any state except California.

An earlier extension to April
29 that the Legislature had
voted did not give the Mayor
time enough to frame his fiscal
program, which had been held
up by the delay of the Legis-
lature in adopting a state budg-
et. When the April 15 dead-
Iine set by the City Charter
could not be met, the city had
to go to Albany to obtain the
first extension.

Big Gap in Budget

Mr. Wagner has given no ink-
ling as to how he will close the
projected 3250-million budget
gap that represents the differ-
ence between contemplated
spending and revenues, includ-
ing state aid, now known to be
available,

The Mayor, who has repeat-
edly spoken of the need for
more city taxes, emphasized
that they were necessary again
Thursday night when he pro-
posed” a $17 million-a-year ex-
pansion of the police force in
stepped-up  efforts  against
street crime.

But Budget Director Willlam
F'. Shea has proposed exempt
borrowing for two or three
years to tide the city over until
it can get long-range authority
from the Legislature to increase
real estate taxes by about 20
per cent.

A state constitutional amend-
ment would be needed for that
program. Such an amendment
must be passed by two succes-
sively elected Legislatures and
then must be approved by the
voters in a referendum.

TUneertainty Involved

That is an “iffy” procedure.
If the next Legislature should
be Republican-controlled, it
might refuse to go along with
the city’'s reguest, which would
expand borrowing authority as
well as resl-estate taxing pow-
ers. The public often votes down
proposed bond amendments, re-
gardless of merit, because of
lack of understanding.

Dr. King, in Boston Common Rally, Warns Against Nation of 0n100kers

The Rev. Dr. Martin Luther EKing Jr. marches i Boston, arms linked with the Rev. Virgil A. Wood, left, head of
Massachusetts branch of Southern Christian Leadership Conference. The Rev. Ralph Abernathy is on Dr. King's left.

Assoclated Press Wirephote

By JOHN H. FENTON

Special to Tne New York Times

BOSTON, April 23—The
Rev. Dr. Martin Luther
King Jr. preached his mes-

sage of civil rights to a rain-
soaked throng today on Bos-
ton Common, where Ameri-

can patriots have marched
and gathered for three cen-
turies. Protected from an
increasing drizzle by an um-
brella held by an aide, the
Negro leader of the Southern
Christian Leadership Con-
ference said in measured pul-

pit tones that Americans
“must not become a nation
of onlookers” in the battle
against  segregation. The
police estimated the crowd
at about 20,000 persons. The
spectators jammed a semicir-
cular area of folding chairs

and wooden benches around
a Dbandstand. The Boston
Common ceremony followed
a three-mile protest march
from the heavily Negro sec-
tion of Roxbury in a chilly

Continued on Page 12, Column 5

Wagner Promises a Bill
To Set Up Direct Primary

By WARREN

GITY CONSIDERING
A Z0TH M. GARAGE

Structure Would Substitute
for Controversial Madison
Square Park Proposal

By CHARLES G. BENNETT

A proposal for the construc-
tion of a 300-car parking ga-
raze at Park Avenue South and
25th Street, just north of Madi-
son Square Park, is being con-
sidered by the city.

The garage, if built, would

substitute for the $§5.050,000

parking garage for 600 cars
that the city is planning to build
under Madison Square Park.
Last January, Mayor Wagner
quietly approved $200,000 for
the preparation of plans for the
highly controversial facility.
The source of the new pro-
posal. which was submitted to
the city’s Site Selection Board,
has been withheld by the city.
But the suggestion was accom-

The city budget was to have! ¢
been submitted April 15, put{panied by an oifer to construct
at that time it was literally im-i2nd operate the facility at rates
possible to frame a fiscal pro-{charged by municipally oper-
gram because the Legislature ated garages: 25 cents an hour;

only that day approved the state
budget with provisions for $200
million more in state aid for the
city.

Simultaneously, the Legisla-
ture, acting at the city's re-
quest, voted a two-week defer-

Continued on Page E, Column 2

$3 for 12 daytime hours, and
$1.530 for 12 nighttime hours.
The Mayor's approval for
funds to plan the Madison
Square Park garage aroused a
storm of protest from many
architectural. civic and neigh-

Continued on Page 25, Column 6

17 Women on L

. Seek to Quit

Union Linked With Underworld

By CHARLES GRUTZNER

Seventeen women candy mak-
ers in a small Long Island fac-
tory have asked the National
Labor Relations Board to free
them from a union with under-
world connections.

The union collects more than
a half million dollars each year
from an estimated total of 12,-
000 workers in the metropolitan
area.-

The women, employes of
Asher Brothers, Inc, of New
Hyde Park, are seeking to end
a dues check-off by Local 422
of the International Production,
Service and Sales Employes
Union. Five locals of the inde-
pendent union have contracts
with more than 400 plants in
various industries in this city
and on Long Island and in New
Jersey.

The union and all its locals—
Nos. 222, 422, 517, 719 and 815
—operate from an office siite
at 100 Livingston Street in

downtown Brooklyn. The union
is run by a small group of men,
among whom are a convicted
robber, two relatives of known
members of the Mafia, and of-
ficlals who were expelled or re-
signed from other unions under
troubled circumstances. The
same men draw salaries from
several locals at the same time.

Several employes have
charged in affidavits that the
unjon served the interests of the
company instead of the dues-
paying members. Mrs. Murli
Gatling of 113-25 203d Street,
Hollis, Queens, employed in the
Asher plant for nine years and
an elected shop steward for
more than a year, said she had
been denied a look at the con-
tract until two days ago. She
obtained a copy on Thursday
after complaining to the United
States Office of Labor-Manage-

ment Reports. Mrs. Gatling’s Food

Continued on Page 14, Column 8

WEAVER Jr.

Special to The New York Times
ALBANY, April 22—Mayor Wagner has promised sup-
porters of direct primary legislation that a bill authorizing
it will reach the floor of the Legislature in this session.

He has not guaranteed, how-
ever, that the Democratic ma-
jorities will pass such a
measure. Some of his advisers
believe the vote might be
very close.

The long-range future of pri-
mary legislation remains seri-
ously in doubt despite this re-
newal of Democratic interest
in giving the enrolled members
of politicaj parties the power
to select their statewide candi-
dates.

In private conversations Gov-
ernor Rockefeller has expressed
considerable reluctance to au-
thorize a direct primary. He
has hinted strongly that he
would veto such a hill.

Choice Made in Primary

Under a direct primary sys-
tem., members of a party,
rather than delegates to
a nominating convention,
choose their candidates for Gov-
ernor, Lieiatenant Governor,
Controller and Attorney Gen-
eral in a preliminary election.

The primary bill favored by
the Democratic Legislative
leaders would be patterned
after the Connecticut system.
This permits a candidate who
receives at least 20 or 25 per
cent of the delegate vote at a
nominating convention to chal-
lenge the nominee in 2 subse-
quent primary.

Mr. Rockefeller’s official rea-
son for questioning the neces-
sity for a direct primary is
that New York State has
elected a series of outstanding
Governors, using its traditional
political machinery, and any
radical change should not be
undertaken lightly.

Some Republicans Opposed

Privately, some Republi-
cans acknowledge that the
availahility of a primary chal-
lenge might encourage an at-
tempt to wrest the nomination
from Mr. Rockefeller next year.

Senator Jacob K. Javits is
known to favor the establish-
ment of a direct primary in
New York as a general prin-
ciple. He has told friends, how-
ever, that he would not en-
dorse such legislation if it were
presented in an attempt to dis-
credit Governor Rockefeller.

Republican strategists also
oppose the establishment of a
direct primary, at' least now,
because it would enable the
Democrats to pre-test their

Continued on Page 16, Column 3
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CATHOLIS URGIG
AY SCHO0, VR

Education Panel Calls on All
Diocesan Boards to Halt
Control by the Clergy

By GENE CURRIVAN

Recommendations that would
end the absolute control by the
clergy of Roman Catholic ele-
mentary school boards have
been made to superintendents
throughout the country by a
special committee of the Na-
tional Catholic Educational As-
sociation.

Under the plan, the boards,
which are mostly controlled by
loca}l pastors, would have pre-
dominantly iay membership
with parents having a voice in
policy making.

There are now 110 lay boards
throughout the country, mostly
in the western states, with only
two in the Archdiocese of New
York, but the movement is gain-
ing momentum despite opposi-
tion by some pastors, Those in
New York are at Corpus Christi
School, 5335 West 131st Street,
and Immaculate Conception
School at Irvington-on-Hudson,
in Westchester County.

The plan was disclosed yes-
terday by Msgr. O'Neil C.
D’Amour, superintendent of
Catholic schools at Marquette,
Mich.,, and chairman of the
Superintendent’'s Ad Hoc Com-
mittee on School Boards.

“We have had a hopelessly
anachronistic structure in the
past,”” he said,
now reflect the Catholic com-
munity as it is foday and not
what it was.”

He predicted that within five
years 90 per cent of the parish
boards would have lay members.
. Under the recommendations

“pbut it must

Continned on Page 32, Column 4

Owney Madden, 73,
Ex-Gangster, Dead

By The Assocla!eq Press

HOT SPRINGS, Ark., Satur-
day, April 24—Owen Vincént
(Owney) Madden, whose blaz-
ing underworld career terrorized
two states in the Prohibition
era, died in'a hospital here early
today. He was 73 years old.

Chronic emphysema, a lung
disedse, took his life at 12:10
AM.,, central standard time, ac-
complishing what numerous
bullets. never did.

The New York police had
nicknamed him Clay.Pigeon be-
cause he was riddled with bul-
lets while he was a beer baron
and racketeer in New York
State and New Jersey during
the nineteen-thirties.

He was accused by the police
of six killings but served only
two prison terms—one for “in-
stigating” a killing and the
other for parcle violation.

While in Sing Sing Prison at
Ossining, N. Y., he admitted to

Continued on Page 16, Column 5

Moscow Puts Alof t
Its First ‘Comsat’;

TV Movie Is Shown|

By THEODORE SHABAD

Special to The New York Times
MOSCOW, Aprii 23 — The
Soviet Union launched today its
first communications satellite.
It went into a high elliptical
orbit around the earth.
A few hours after the launch-
ing, the first experimental tele-
vision broadcast was transmit-
ted by way of the satellite,
called Molniya 1 (Lightning 1)
from the Pacific port of Viadi-
vostok to Moscow, nearly one-
third of the distance around
the earth.
However, gince the launching,
like all Soviet spaceshots, was
unannounced, virtually no home
viewer saw the transmission and
the propaganda effect was
largely lost.
Molniya (pronounced MOL-
nee-zh) was put into orbit al-
most three years after the
United States launched its first
Telstar and two weeks af-
ter Early Bird, the world’s
first coemmercial communica-
tions satellite, was maneuvered:
into a ‘stationary orbit” over
the Equator.
Early Bird is the forerunner

scheduled to come into opera-

FRANCE WIL SHOX
SEATO EA GANE
N RIFT T 08

Move Stresses Hostility on
Vietnam—~Paris Leans to
Soviet Stand in U.N.

By DREW MIDDLETON

Spectal to The New York Times

PARIS, April 23 — President
de Gaulle emphasized today
his hostility to United States
policy in Vietnam by with-
drawing French units from the
Southeast Asia Treaty Organi-
zation’s naval maneuvers.
The withdrawal was disclosed
amid a mounting chorus of as-
sertions of French independence
within Western alliances. Com-
ing from Gaullist peoliticians
and newspapers, these have en-
couraged the beliet that Gen-
eral de Gaulle is considering a
further reduction of French co-
operation in the North Atlantic
Treaty Organization.

[Roger Seydoux. French
representative at the United
Nations, indicated there that
France leaned toward the So-
viet position that only the
Security Council could assess
for peace-keeping operations.
Page 2.1 ’

Maneuvers Set for May

May 24.

The  participating

ain, Australia, New

she would not take part.
The French view

the area.
Earlier Decision

don early next month.

the Southeast Asian alliance.

States policy in Vietnam.

Continued on Page 11, Column 4

France, in the opinion of a!
number of allied diplomats, is:

rapidly becoming a nominali
member of both NATO andE
SEATO.

was that
participation in the war games
would create the impression in
Southeast Asia and in Pekingjreplacements are available for
that France associated herselfithe newest and most modern
with the American policy in types. Producticn lines are small

General de Gaulie’s first move
away from the SEATO partner-
ship was his decision last week
to send an observer rather than
“{Foreign Minister Maurice Couve
de Murville to the ministerial
meeting of the alliance in Lon-;

In North Vietnam

By JACK LANGGUTH
Special te The New York Times

SAIGON, South Vietnam,
April 23 — More than 200
American and South Vietna-
mese aircraft destroyed seven
bridges and two ferryboats in
North Vietnam today.

The strikes, after a week of
frequent bombings with lim-
ited destructiveness, were part
of the most concerted one-day
action since Feb. 7, when the
raids began.

No Vietnamese or American
plane was lost during the five
missions north of the 17th
Paraliel, which separates
North and South Vietnam.

The previous record for de-
struction of bridges was six
in a day, achieved a week ago.
An American military spokes-
i man said that in the latest
i raids the pilots had reported
the sinking of one or more
spans of each bhridge. South

Continued on Page 2, Column 3

VIETNANPROBLEM:
A PLANE SHORTAGE

Limited Supplies a Worry as
' Losses Rise—U.S. Craft
Also Have Deficiencies

By HANSOXN W. BALDWIN
The limited numbers of air-
leraft available and the techni-

Operation Seahorse, designedica] shortcomings or unsuitabil-
to test the naval preparednesslity of the United States planes
of the powers in the Southeastiysed in Vietnam are causing in-
Asian alliance, is to he held inlcreasing worry among military
the China Sea from May 1 tolofficers.

| Several -

manufacturers

powers;Douglas, Northrup and others
will be the United States, Brit-
Zealand,
the Philippines and Thailand.
Pakistan announced earlier that

—have received indications that
they may be called upon to in-
itiate or to ‘'speed up production
of some military types.

Aircraft losses are slowly in-
creasing in Vietnam as air op-
erations are intensified, it is
pointed out. Limited numbers of

jfor a few types, nonexistent for
others.

To replace the losses, two
squadrons of B-37 light bomb-
ers, totaling 24 planes, have
been transferred from Air Na-
‘tional Guard units to the Air
Force.

Transport Service Aided

| The Aijr National Guard has

There is a strong possibility,ialso been called upon to supple-
diplomats said, that the generaliment the Military Air Trans-
will follow these two actionsiport Service to a greater degree
with formal disassociation fromthan normally. Forty-six addi-

‘?tional overseas transport flights

This step will probably besvere flown by Air National
taken, the sources said, if the Guard planes in March alone,
United States tries to extracti
from the SEATO conference a'have been
statement of support for United| United States forces in Europe

Helicopters and light aircraft
transferred from

‘and this country to Vietnam

These developments are rec-ito provide replacements and to
ognized here as part of a ".\'ider;increase
effort to assert France's inde-'there.
of a full-scale giohal system:pendent role in world affairs.!

helicopter  strength

A screening of skilled me-

It is not regarded as a coinci- chanics and other aircraft main-
]

Continued on Page 3. Column 5 i Continued on Page 2, Column 3

By JOHN P. CALLAHAN

The Soviet Union has
bought a $17,000 Lincoln Con-
tinental executive limousine
in the name of the Foreign
Minister, Andrei A. Gromyko.
The car, almost 20 feet long,
has among its other features
television facilities.

While a Washington source
said the “salon on wheels”
was the first of its kind ever
purchased *“by anybody in
Russia,” it was not known
whether the car was for Mr.
Gromykoé's personal use.

The deal was made with in-
sistent anonymity: bills of
lading were marked *“N/N”
(for No Name). However,
other shipping papers showed
the consignee as “The For-
eign Minister of the Soviet
Union.”

The - limousine bore. no
markings that might have
disturbed longshoremen who

Continued on Page 15, Colunin 2

Russians Buy a $17,

Lincoin Continental bought by Soviet Union in the name of Foreign Minister Andrei A.
Gromyko stands in Moore-McCormack Lines’ yard in. Brooklyn. TV antenna rises on roof.

The New York Times

Interior view of the eight-passenger vehicle with tele-
vision compartment. The car was shipped out last night.

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.

Raids Raze Spans CAMBOD]AN r

ALK
GAINING SUPPORT
ASASIA PEACE KEY

U.S. Aidles Indicate Backing,
Hoping to Bring Up Issue
of Vietnam Informally

SOVIET VOICES INTEREST

Saigon Agrees to Take Part
Even if Hanoi Is included
—Rusk Scolds Critics

By MAX FRANKEL

Speclal to The New York Tines

WASHINGTON, April 23 —
The Johnson Administration
showed a growing interest to-
day in the possibilities of ar-
ranging an international con-
ference on Cambodia, at which
Vietnam could be discussed in-
formally with the Communist
countries.
Officials indicated that Washe-
ington would send representa-
tives to such a conference if
Cambodia, Thailand, Laos and
South Vietnam could agree to
keep their regional and border
problems from confusing the
neeting.

{In Moscow, the Soviet
Government proclaimed con-
tinued interest in talks on
Cambodia, and South Vietnam
declared that it was willing
to participate even if North
Vietnam was represented.
Communist China assailed
this week’'s Honolulu confer-
ence of United States military
leaders, United Press Inter-
national reported. Page 3.]

Briton Testing Ground
Patrick Gordon Walker, the
former British Foreign Secre-
tary, is in Southeast Asia test-
ing the diplomatic ground for
talks.

While the search for diple-
matic contact on Vietnam con-
tinued, Administration officials
emphasized once more their re-
fusal to halt the bombing of
North Vietnam until there had
been some sign of a letup of
North Vietnam'’s support of the
Vietcong.

Secretary of State Dean Rusk
scolded members of the academ-
jc community for spreading
what he called “nonsense” about
the situation.

“I continue to hear and see
nonsense about the nature of
the struggle there,” he said at
a meeting of the American So-
ciety of International Law here
tonight. “I sometimes wonder
at the gullibility of educated
men and the stubborn disregard
of plain facts by men who are
supposed to be helping our
young to learn—especially fo
learn how to think.”

Capital’s Concern Rising

Mr. Rusk’s comment reflect.
ed growing concern about pub-
lic criticism of the Administra-
tion’s policy. The State Depart-
ment said it was stepping up
efforts to explain its policies to
campus groups and other audi-
ences.

The Secretary of State szid
there was ample evidence of
North Vietnam's “aggression”
and violation of international
law. He declared that the lesson
of 30 years was that *“‘accept-
ance of aggression leads only to
a sure catastrophe.”

Officials said they had still
received no sign through any
channel that North Vietnam
was willing to halt support of
the Vietcong in return for a

Continued on Page 3, Column1

Bourguiba Reviled
By Cairo as Traitor

By HEDRICK SMITH

Speclal to The New York Times
CAIRO, April 23—The Egyp-
tian press, signaling the end of
Cairo’s 16-month-old policy of
pursuing Arab harmony and
cooperation, lashed out tocay
at the proposal by Tunisia's
President, Babib Bourguiba, for
Arap coexistence and negotia-
tions with Israel.
-An editorial in the authoritae-
tive newspaper Al Ahram, be-
lieved to reflect the views of
President Gamal Ahdel Nasser,
said Mr. Bourguiba's declara-
tions “would not allow the
U.AR.” to take part in any
further Arah leaders’ meetings
with the Tunisian President.
It accused Mr, Bourguiba of
“moving within the lines of a
plan laid down by the Western
imperialist powers in a con-
spiracy against the entire Arab
destiny.”
“Shut up, Bourguiba,” was

Continued on Page £, Colmm 2
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Soviet Union and its allies, have.ground cables.
signed an agreement with a The United States has been:
private United States concern, in the forefront of the develop-:
the Communications Satellite,Ment of communications safel-
Corporation, to establish a glo- jicsy Sr N8 Wit Jeho, or,
bal system. :proved that it was possible to!
The launching of the Sovieticommunicate between distant:
satellite  raised  speculationiareas on earth by reflecting ra-:
whether Moscow and its alliesidio waves off a manmade satel-.
intended to set up their own:lite. i |
global communications system.; The United States was also,
Communist countries are widely;the first to launch the so-called.
scattered around the world. i“active repeater” satellites like:
Molniya 1 was placed in orbit: Telstar, Syncom and Early Bird.;
with an apogee (highest point)iUnlike passive satellites such:
of 24,470 miles in the Northern:as Echo, which only reflect radio:
Hemisphere and a perigeesignals, “active repeater” sa.tel-f
(lowest point) of 309 miles in lites ave equipped to receive,
the Southern Hemisphere. tamplify and retransmit signals.:
The great height above the They can be used for telephone,
Northern Hemisphere has theitelevision, ieleprint and facsim-
advantage of placing the satel- ile radio transmissions.

lite within the visibility of So-; ’ o ‘ ’ R i R . $99 .
viet transmitting and receiv-i $4 Million Left by Rootes | each
ing stations for several hours’ LONDON, April 23 (Reuters)| —

WASHINGTON, April 23
(AP)—DMrs. William Henry Sul-!
livan Jr. of Scarsdale, N. Y.,
feeling  “very humble,” took:
over direction of the Daughters,
of the American Revolution to-:
day in its diamond jubilee vear.

In a speech to the closing:
session of the D.A.R. conven-:
tion, Mrs. Sullivan promised to
promote ‘“the moral and reli-
gious principles on which this
nation was founded.”

The slender, brown-haired
president - general, smartly
dressed in navy blue silk and
wearing a large. gay datfodil-
yellow petal hat, thanked all:
her supporters, including “my;
hushand. Bill.”

She said she had always!
looked upon the D.A.R. as “ai

pairs...

i i daily out of a total period of _T,ord Rootes. who started .
channel through which Ameri- revolution of 11 hours 48 min- work as a penny-an-hour ap-: custom tailored. .. upholstered to your taste
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fact that Molniya's apogee was equivalent of about $4 million.
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Johnson of Monticello, Il Aldo doro of Italy in an out- The Premier, through an |
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sidered the toughest budget in
some years, He made clear that
his main objective was to re-
store confidence abroad in the
pound.

[The reaction in the United
States among businessmen
with interests in Britain was
one of relief that the Labor
Government appeared hent on
retaining the pound at its
present $2.80 level. Page 59.]

The budget is expected to
curb British consumption by
the equivalent of $700 million
a year, and Mr. Callaghan hopes
to curb the outflow of capital
by at least $280 million a year.
Cut in Consumption Is Aim

To reduce consumption at
home, Mr. Callaghan imposed
new excise taxes that would
raise  $608 million annually.
These levies are in addition to
the $694 million in tax in-
creases announced last fall.

Mr. Callaghan tightened con-

trols on the use of foreign ex-
change by Britons, with the aim
of cutting the figure by $280
million annually. He also
moved to discourage long-term
capital investment abroad by
reducing tax advantages but did
not estimate the immediate im-
pact.
The budget disclosed the Gov-
ernment's decision to abandon
a major prestige project, the
TSR-2 tactical - strike - recon-
naissance jet. Mr. Callaghan
said the cancellation was *“an
earnest of our determinatian™
to use scarce resources for more
productive purposes, above all,
for exports.

Denis Healey, the Minister of
Defense, said the Labor Govern-
ment was not yet ready to de-
cide the ticklish question of
how to replace the TSR-2 in de-
fense plans—a sensitive issue
because of the widespread re-
sentment here of dependence on
American aircraft.

Option on U.S. Planes

He disclosed, however, that the
United States had given Britain
an option to buy on “favorable
credit terms” F-111A's, the new
long-range jet fighters whose
wings can be folded back for
supersonic flight. This plane
was formerly known as the
TFX, or tactical fighter experi-
mental.

The Government has until the
end of 1965 to order what could
be only “a very small number
for training purposes.” It wouia
have until April, 1967, to order

i in a

a larger fleet.
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Photograph shows results of bombing raid Friday by U.S. Navy planes on Dong Phuong Thuo
struction of central span of bridge over Len River, which carried the only railroad line be
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Red Attacks Rise Again

By JACK LANGGUTH
Special to The New York Times

SAIGON, South Vietnam,
April 6—An improvement in the
morale and performance of the
South Vietnamese Government
and its troops has been the
chief discernible result of the
last month's air strikes against
North Vietnam, a senior Amer-
ican military spokesman said
today.

He also reported that the
number of actions undertaken
by the Vietcong was increasing
again, after a lull throughout
much of March, Terrorist at-
tacks against Americans are
being intensified, he noted.

There is no evidence that in-
filtration from the North has
declined recently.

The spokesman called the
increase in morale and fight-
ing performance “pretty big
pluses.” He added that “30 days
is a pretty short time.”

Monthly Review of War

The United States Ambassa-
dor, Maxwell D. Taylor, is under-
stood to have stressed increased
hopefulness among the Viet-
namese military and civilian
population during his discus-
sions with President Johnson
on the effect of the air strikes.

Assessing those strikes, spe-
cialists here on Asian affairs
said they believed that North
Vietnam could absorb consid-
erable punishment over an ex-

tended period without any Fi?'
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Chou Tells Thant
Vietcong Must Get
Bid for Peace Talk

By SAM POPE BREWER
Special to The New York Times

UNITED NATIONS, N. Y.,
April 6—Premier Chou En-lai
has sent word to U Thant, the
Secretary General, that any ne-
gotiations on peace in Vietnam
must be undertaken directly
with the Vietcong forces in
South Vietnam and not with
Communist China or North Viet-
nam.

He thus rebuffed repeated
suggestions by Mr. Thant for

Tokyo Investiga

U.S. After Vie

By ROBERT

TR

Special to The New Y¢

TOKYO, April 6—United
nam came under fire today in

Sato. The diplomat, Shunichi
Matsumoto, expressed doubts
as to Washington's view that
the Vietcong insurgency was
predominantly a Communist
movement. He implied that
the American side was rigid
in the belief that the conflict
could be won by military
means. The Japanese special
envoy considered this view
highly questionable.

Concluding that the United
States course in Vietnam would
prolong the fighting, he said
that “Japan has a duty to grasp
a good opportunity to talk to
the United States and to appeal
to world opinion” in an effort
to find a peaceful solution.

Opinion Mostly Opposed

Mr. Matsumoto, a former Am-
bassador to Britain, is an ad-
viser to the Foreign Ministry.
His views are highly significant
here because of the influence
they are likely to have on
Japanese attitudes toward the
American role in Vietnam, es-
pecially since his report seems
to confirm the skepticism al-
ready felt here.

Judging by the leading
Japanese newspapers and maga-
zines, it would seem that only
the various spokesmen for Mr.
Sato's stanchly pro-Western
Government approve the United
States’ position in Vietnam.
Other expressions have been
overwhelmingly negative.

Mr. Sato, meanwhile, told a
seven-man peace committee of

eroup negotiations. The United
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