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CHAPTER I |
THE PROBLEM AND DEFINITIONS OF THAMS USkD

ihe Froblenm

‘3iatement of the mroblenm
| It was the purpose of this study (1) to trace manage-

I :
émcnt'u relationship with stockholders from the 1920's up to g
|the present time, noting the change in management's ﬂttitud.’§
;polieies, and praectices and {2) to learn the reasons for thia;
fchange. é
|importance of the atudy
| Years ago management passed off the stockholder with a E
{mcre shrug of the shoulder thinking it the thing to do. j
ﬁToday, however, there is a definite trend on the part of man-é

iagement to capture the stockholder's loyalty and interest, i

| Partly because of this, the field of stockholder relations is.

Ecanaﬂantly expanding and today offers tremendous opportnnitieé

!
i

Efer young men and women. It is only fitting that people who E

?hopo to pursue this field know about the history of manage-

jmont-atockholder relations, the changed attitude of manage-

imont toward the stockholder, and why management has changed
its sattitude, In this thesis, the author has attempted to
impart this knowledge.,

|Scope of the atudy |
This atudy covers only industrial enterprises, publie
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;utilities, and railrcada. The scope of the treatment does
jnot include banks, insurance companies, or any other type of

ifinancial institution.
Relinitione of Ierms Used

fﬂagagemgn&

; The term "management” refers to the board of direciors

éof corporations who, at law, directly represent the stock-

jholder. It ig used in & plural sense meaning managements.

i The term "corporation” was intervreted as meaning only

épublicly owned enterprises.

For the purposes of this thesis, stockholder and owner

;are used synonymously meaning a holder of one or more shares

fof stzock in one or more corporations.

f The term "gquestionnaire survey™ will frequently be re-

- ferred to ir this thesis. It is a study made by the author

?of 109 repreasentatize corperations.

. A letter accompanied by a questionnaire, primarily of

;hiatorical nature, was sent to 225 representative corporation§

;throughaut the country in order to ascertain the policies andQ

ipractiees of these corporations since the 1920's., Of the 225;
icorporations to which the questionnaire was sent, 109 or ap- ;

i

{”\ %proxinately 49% returned it. Many of the companies returned E

pald



the questionnaire only after a follow—up letter was sent. |
] The sampling procedure, the questionnaire sent, the namei
fof the corporations sampled, and a detalled breakdown of the U
‘results are shown in Appendix I.
‘Apnual revorg study
f This is a study made by the author of the annual reports~
ior twenty~-five corporations dating from 1920 to 1955. Variouq
ifindings of this study are shown in the chapiers to which theﬁ
.are applicable. ;
In the letter sent with the questlionnaire to the 225 cor*
porations in the questionnaire survey, the author asked for a:
Jfow annual reports of the 1920's, 1930's, and 1950's so that :
e ;a study of annual reporting could be made. Only twenty~five }
~corporations were able to supply such & complete list of
;annual reports. For this reason, this part of the study is
§eonfined %o twenty-five corporations. The names of the cor- ;
 poratinns whose annual reports were studled and a complete

‘gummary of the findings are shown in Appendix 11,

Organization of Eemainder of the Thegis

: The next chapter of this thesis deals briefly with the
;increase in stock ownership and what stockholders want from
. management . In Chapter IIl management's relationship with

2stockholders during the 1920's and early 1930's is discussod.:
‘In this chapter the reader will get a clear understanding of i

M . how menagement regsrded the stockholder during this time. )
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Kp to World War II. Chapter V is devoted to stoekinolder
!

tudy &3 well as the probable future outloock of stockholder

hapter IV deals with stockholder reigiiéﬁs from thénhid-l930’1

elations today, and the last chapter gives a summation of the

elations,




CHAPTER 11
THE STOCKHOLDEA

_ Prior vto World War 1 America's sorporations were
?prinarily owned by a relatively few wealthy investors and

. banks., Since World War I, America's corporstions have hecon.ﬁ
- owned by an ever inc¢reasing number of individuals many of
l_whon are people of moderate means.

In Movember, 1928, John Moody, president of Moody's
Investors Service said:l

Mopre and more the corporate industries of the United

States are becoming the property of the publie, and more
. and more are individual c¢itisens investing their wealth

and their savings in corporate securities. In my view

() ‘ this new era in America is in its first stages only. The¢
coming decade will witness its eéxpansion and extension
far beyond 1ts present state,

Table 1 gives some idea of the tremendous dispersion in
-stock ownership that has taken place in America's curporationi
' 4n the past thirty years, The table 1s comprised of the stock
- lists of twenty~five representative corporations for the
.years 1925, 1935, 1945, and 1955. Twenty~three of the
{twcnty-five corporaticns have had & continued increase in the
5numbor of their stockholders and there were zlmost four piues 
faa many stockholders in these twenty-five corporations in

;1955 than in 1925,

1 John H., Sears, E&’ﬁl Ihe Stockholder (New York!
: Harper and Brot r£§2¥92 pJﬂ§7

~ .



,_,EABLE i s

3TOCKHOLDERS OF TWENIY-FIVE hEPRESENTATIVE
CORPOEATIONS FOR THE YEAKS 1925,
1935, 1945, AND 1955

Name of company Number of stockholders
1925 1935 1945 1955
' Aome Steel 1,300 1,200 ,,000 16, 66‘
~ American Tobacco 30,000 59, 000 74,000 85
: American Tel. & Tel. 361 000 657,000 685 000 ,308 000 -
~ Armgo Steel 4a213 19,150 32,137 50,275
- Burroughs Corp. 1,100 1,300 23,000 27,000
~ Cheasapeake & Ohio R.R. 7, 1082 32,453 82,329 90 575
. Chrysler Corporation 10,000 37,700 54,000 000
- Colgate-Palmeolive 3,803 - 13,500 13,607 18 000 -
- Deere & Company 4,800 7 1000 15,600 21, 000
" Eastman Kodak 20,000 37, 1000 42,000 90 000
- Firestone Tire & Rubber 3,&85 9,197 12,850 15,&@0 :
" General Foods ' 2,000 62,000 60,000 60,975
. Granite City Stesl 1,000 1,610 2,195 10, ' 000
- Johns-Manville ' 275 6 900 4,400 1s, "100

- Lehn & Fink Products Co. 2,000 5, 1100 5,500 8 600
~ Louisville Gas & El. 8,931 13, 115 10,976 23,0 3 .
" New York Central E.R. 40, ? 000 56 000 59,000 40,000
 Nolfolk Western R.R. 12,618 12,948 13,979 32,372

' Pabgo Products Inc, 1,805 3,257 h,263 5,219
Philip Merris 5,000 5,000 10,000 28,000 .

© Philips Petroleum 4,500 32,300 46,000 90,2&6 ;

~ Rookwell Manufacturing =~ 150 400 700 11,500

- S3elby Shoe Company 600 900 ~ 850 1,000

. 8outhern Railway 14,070 16,837 lﬁ,gcs 18,281

S oWilt & LOmPany ! & : b 2 270

‘;3-Thia Information was derived irom the questionnaire survey.
In 1928 Joseph S. McCoy, acturary of the United States |
" treasury, estimated the total number of actual stockholders

- in the United States as deing 3,000,000.2 According to a

Q study made by the New York Stock Bxchange in 1955, 7,500,000 ;

2 Ibid., P 36
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rﬂﬂpaople now gomprise the r#pidly growing stockholder public.3
These people come from all walks of life. The typical
~ stockholder may very well be a farmer, & journalist, a
‘mechanie, or even a housewife.
What do these people desire from the corporations in which

they have invested their wealth and their savings? Of prime |
; importance to the ltockholdcr is that he receives a dividend..
But according to & nation-wide study made by the Opinion ‘
Research Corporation in 1951, dividends are not enough to
satisfy the average stockholder.* The study showed that the
- average stockholder wants attention paid to him and he wants
t0 be made to feel that he belongs to his company. He
‘wants to be fully lnformed so that he can get to know his
company, 1ts mmanagement, its character, its principles and
policies. The question now is! was the average stockholder
'of twenty or thirty years ago any different than the stock-
holder of today. It appears not. A survey made by the
Johns-Manville Corporation in the mid-1930's revealed that
the company's stockholders wanted to know about the company's

history, its management, its problems, its policies and

practices.5
3 %mmw the New York Stock kxchangze, New York Stock
| .change, May 1955

T nion Hesearch Corporation, November 195

‘5 Milton Wright, Publie¢ Helatio s|£g; Business (New York!
: McGraw-Hil%h 1 5397 p. 269




From this it can be concluded that the American stock~

- holder has never wanted to be a mere number on the books but f
‘has always wanted a sense of belonging that comes from &

. elose relationship.

The following chapters of this thesis are devoted to

i tracing management's relationship with the stockholder or how
. management has treated the stockholder from the 1920's up to ;

: the present time.

R e = e e . . . - PP S
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CHAPTEE IIX

THE 1920'S AND sARLY 1930'S THe DAnK AGLS
OF STOCKHOLuk KELATIONS

Probably no corporate public has been more neglected

fthan the stockholder public of the 1920's ana early 1930's,

;These were the years in which management seemed to regard the

.stockholder as not any different than the bondholder except

fthat the stockholder was entitled te a share of the profits,

i"xeep the stockholder at full arm's length" seemed to be the .

£attitude of the times,!l Management showed little interest 1n£

;tha stockholder and even froge him out of some of his basic

Trighta. Professor liipley, formerly of Harvard University,
‘said in 1927:

The position of the minority stockholder is extremely
unsatisfactory. I do not wonder that he sometimes

doubts whether corporate stocke are property at all or
not. He does not seem to enjoy any of the substanial i
rights of property in comnection with them. He is merely
contributing money for the conduct of a business which
other men run as they please. If he deoes not approve of
vhat they do there seems nothing for it but to sell the
stock (though their acts may have depreciated its value
immensely). He cannot even inquire or protest without
being told to mind his own bgainess the very thing he

was innocently trying to do!

i

Sruce Watson, "A Market to Shoot At," Public helations
Journal ,February, 1949, p.22

12 Williem Z. Kipley, Majn Street and wall Street (Boston:
iittle, Brown, and Company, 1927, p. 13 i
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‘ Most companies would get the etockholder's money and thon
;ahow no interest in him except for sending him the dividend :
check, notice of the annual meeting, which is required by
‘law, and an annual report., The latter was usually skimpy
Eand sometimes even unreliable. In some cases even the annuali
;report w&s not sent to the stockholder. \
: The guestioniaire survey shows the following as of 1930:

1

Thirteen of the 109 corporations did not send their f
stockholders annual reports. é

2= 8ix of the corporations reported to have sent quarterly
reports to their stoeckholders.

i 3= 3even of the companies reported to have sent stock-
E holders special letters when something important
occurred.

g L= Four of the corporations reported to have sent weleome
m : letters during this time.

5= One company sent & letter of regret to stockholdera
who sold their stock.

6- Two of the corporations reported to have sent stock-
holders post-annual meeting reports.

7= Only two companies made speclal off'ers and/or sent
stockholders samples of their products.

8- Not one of the eompanies held regional meetings, |

O« Not one of the corporations distributed stockholder
magazines.

10

One company sent stoekholders copies of its house
organs.

11~ Three of the companies reported to have held open
houses.

In connection with the abvove findings concerning

gquarterly reports, special news letters, welcome letters,

A
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v bost-moeting reports, and open houses, ‘some companieimdid not

;state the year in which one or nore of these practices were

conmnnced therefore it was impossible to tell whether or not
these practices were part of these companies' stockholder ;
grolationa programs during this period. Only those companies
Ethat reported to have practiced these technigues ars noted
iabove. This is the reason for the use of "reported” in con-~
nnaction with these five practices. 1t is possible that more .
az the companies did practice these techniques during this
vperiod, but not many more because the percentage of corpor- _
ations that did not give dates c¢oncerning one or more of thesq
practices is very small, ‘
; The majority of the companies whose practices could be
;aseertained during this period sent their stockholde:s only a;
5ézrwt;ma of the annual meeting and &n annual report, Some com-ﬁ
panies such as Hooker Klsctrochemical, Whitehall Cement i
,Manufacturing Company, National Motor Bearing Company, and th&
Southern Utah Power Company did not even issue an annual re- ;
gport during this periocd. Other companles did not besin send-x
ﬁing an annial report to atogkholders until the 1920's, i
;Amarican Machine and Foundry did not issue its first annual
iroport until 1924. The Cleveland Electric Illuminating Com=-
!pany, which has & fine stockholder relations program today,
;ﬁid not issue an annual report to stockholders between 1312« ;
1920, i
: Another important finding of the survey is that not one f

i
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of the companies conducted a survey sc “as to disinter their
stockholders!' wants and desires or characteristics or any-
thing else that could help them in building a better and }
icloser relationship.

Since this survey was representative of many industries, |
it can be concluded that most corporations did little in the E

iway of stockholder relations techniques. This survey showed, |

ghowever that American Telephone and Telegraph and Swift and

}
Fi

;Company were ahead of the pack. American Telephone & Tele-

icraph during this period sent its stockholders quarterly news*
‘1
uletters, an annual report, and held open houses for stock-
i
hholders starting in 1921, and the company has continued to

}hold open houses in regional form right up to the present tlme.
Hl
It also sent new stockholders a welcome letter and sent a :

letter of regret to stockholders who sold their stock. E
1 Swift & Company also appeared to be a forerunrer during |
;this period. This company sent stockholders an anrual reporti
?interim reports, a welcome letter to new stockholders, which i
i

iwas commenced in 1925, and made special product offers to ?

Qstockholders as early as 1923.

E General Motors and United States Steel are other com- 1

li t
il
| panies who are reported to have maintained close contact w1thf

their stockholders. But this was not the case of most cor- ;
porations. The stockholder who supplies the capital which 1si

i required for equipment, tools, and other expansional uses

|
Iand who assumes the risk merely received notice of the V

'1

i

i

IJ



annual meeting and an annual report., This was all the

attention that was paid him.

Manyv Corporations Hesembled Secret Conspiracies

relations, said that before 1932 many corporations resembled

secret conspiracies whose aims were to suppress information

concerning their financial position.3 Buring the 1920's and |

!information concerning their companies' operations, financial'!
’ 1

structure, products, or future plans. The annual report, as

was shown, was just about the only source of information from|

ithe presidert, a balance sheet, and a profit and loss state-

ment. JIn other cases the annual report consisted solely of @
the financial statements. Furthermore, many times the
| financial statements were condensed and cut-down so that a

ithorough analysis could not be made. Professor kipley when

| corporate report is as dark as the inside of a cow, "l

! To show the lack of information in annual reports it is |
: i

'well to take some concrete examples.

jcan Research Council, 1956) p. 10

qh Sears, op._cit., p. 138

i Lewis D, Gilbert, the prominent authority on stockholder%
'early 1930's most corporations gave their stockholders littlef

the company. But in most cases it consisted of a letter fromﬂ

i
; I}

describing annual reports during this time said: "The average?

3 Lewis D, Gilbert., Dividends and Demogracy (New York: Amer- @
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Emade up of only a balance sheet and profit & loss statement.
|There was no explanation for the loss, nor was there any

imention of what plans, if any, had been taken to reduce the

¢« CHOCOLATE CORPOSATION & AFFILIAT=D COMPANIwns, CONSOLIDAT®D

THY YsAR ENDeD paCebBEs 31, 1929 TOGuTHsR WITH AUDITORS!

In 1930 the Wiser 0il Company suffered an operating loss |

of $97, 789.59 and yet its annual report to stockholders was |

loss and get the company back to terra firma, I
The 1929 report of Hershey Chocolate Corporation con-

sisted of a mere three pages. The first page read: "HERSHAEY

BALANCE SHEwT AND CONSOLIDATsD PROFIT AND LOSs ACCUUNT FOK f
i

| CERTIFICATE, " ﬁ

On page one as noted above affiliate companies were i

mentioned, but nowhere in the entire report is there any

'mention of their names. There was nothing given the reader

about how the company stood financially as compared with ;
1928, about products, industry trends, sales, and not even
the names of the hoard of directors.

The Union Natural Gas Company of Canada is another cor-

poration whose annual reports were comprised of only a
balance sheet and income statement.

There were annual reports that besides the financial H
statements contained a letter from an officer of the corpor- 5
ation. Eastman Kodak's 1921 report to stockholders had a E
short letter from the secretary of the compary and a condenseé

It
balance sheet and income statement., In the letter the f

R e



secretary said:

The directors submit herewith the audited statement of |
account for the year ending the 31st day of Uecember, }
1921, being the nineteenth full year of business of the
company . :

In the balance sheet presented the earnings of all |
the subsidiary companies are included for the period ]
mentioned. !

The balance sheet shows carried to surplus for the |
twelwe months the amount of $5,782,704.04 after charglng[
off liberal amounts for deprec1at10n, making ample il
pr0v151on for shrinkage in value of 1nventorles, and I
paying four quarterly dividends of 14% each on 1ts L
preferred stock, four quarterly dividends of 2%% each,
and extra dividends amounting to 30% on its common 1
stock.,

The secretary stated in his letter that $5,782,704.04
was carried to surplus after charging off liberal amounts forl
depreciation, making ample provision for shrinkage in value !
of inventories, and payment of dividends. But nowhere in thei
letter nor in the financial statements was there any inkling ;
given the stockholder as to how much was actually set aside

for depreciation and how much was set aside for shrinkage in

value of inventories. Moreover, the company did not give any;
information concerning sales for the year, labor cost, con- ﬁ
dition of property and equipment, and the probable future |
pattern of the business.

Philip Morris' 1924 report consisted of a short four 3

paragraph letter fpom the treasurer and the financial state- i

ments. In the letter the treasurer stated that the company

had changed its fiscal year and that it had entered into a

working agreement with a company located in Philadelphia, Heﬂ
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. then summarized the year by saying: "During the period
5covereé by this report your company has put forth special
offorts toward a continued development of its brands and thosq
of its subsidiary with satisfactory results in establishing :
utho various brands of cigarettes and your directors look ior-;
ﬁuard to favorable results for the next fiscal year." Like “
tho reports shown above there was nothing about sales, earn- i
ings, econdition of property and equipment, labor cost and T
eapleyse relations, and industry trends. Little 111uminating
;inrormation was given the reader for him to Jjudge the quality
-and potential of the firm's operations. The following is the i
profit & loas statement that was presented: i

o ; Consclidated Profit and loss Statement For The 15 Mortns
: Ended March 31, 1924

i.et income for the 15 months ended sarch
31, 1924 $84,860.39

Add surplus of 31 March, 1922

Deduct dividends 50¢ per share on 232,376,900

3335?32 2t March 31, 1924 %%:%

The preceding is not an income statement but a statomenti
of surplus. The statement &s an income account is almost
meaningless, for one carrot determine sales for the year,
éoxpcnscs, gross profit, net profit on operations, the margin
%of profit, or the operating ratio,
? The balance sheet could have also contained more
iinformation. The asset side consisted of six items one of

g
‘which was entitled investments, but there was no mention of

N



AN gtho source, Deprecliation was Jumb1;d”iﬁféi§§:§§;23ﬂ233T3€§3;ﬁfa o

;allowanees with no mention of the actual depreciation set offé
éfor the year, :
; Of the two essential financial statements, the balance
éaheet and profit & loss statement, the latter is probably the£
gmpro important because it tells whether a business is :
%opcrating profitably or not. 1t shows the operations of a
gbusiness over a period of time whereas the balance shect is
;static, it shows the finaneial condition of a business as of
5& particular moment. Both, though, are needed to zet a com- |
‘plete pieture. It was the income statement that was most
éoften condensed and suppressed during this period.5 Lawrence
iH. Sloan, then ¥ice president of Standard's Statistics Come
A _pany, on the basis of reports studied in 1927, found it pos-
7sibla to compare the gross incomes and net profits of only
i235 eorporations out of 545 leading industrial corporations
fstudied or only 43%. Gross incomes were not reported by 57%
;of the companiea.6
: It is important to note here that probably moat stocke
éholders do not understand financial statements. Regardless oﬁ
;thia, management has a duty to present c¢omplete financlal |

-statements at least for the benefit of those stockholders who;

f5 Ripley, op eit., p. 171

‘6 Alfred L., Bernheim. Ihe Security {New York:
Twentieth Century Fund Ine, 1935) p. 5
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do uncerstand them and for the benefit of brokers and analysta

who interpret the financial data to stockholdera. As noted

}

ﬁabavn, many corporations did not present adequate financial

sédata during these years. And furthermore, only in a few caaed

did management attempt to discusa many of the items on the
financial statements and employ charts, graphs, or other
aimplification devices to bring to life the Iigures for the
‘bonefit of the small stockholder,

Not only did the stockholder receive little information,i

“but oftentimes the information that he did receive was mis-
fleading. It seemed to be a fairly common practice, par~
itieul&rly during the depression years, for companies to set _
foff losses and expenses to surplus instead of deducting them :

from income s¢ that they could show a profit.7

A notable sxample is the Doleheir Dye Casting Company.

;Tho company stated in its 1931 annual report that for the yea%
11931 the company's net profit was $139,112.88 after :
‘depreciation, taxes, etec. This would give one the idea that

?tho business was operating profitably. The company paid

;dividends of 3100 005.07; thus surplus should have been in- .
creased by 439, 107 81 but instead of increasing by this amoun@

7 For an extensive study see Anderson Fe farr 8 two articles:.

"Give the Stockholder the Truth," Mazagine, April
1933, pp.228~23k and "The Annuai Corporate heport a Study
in Evasion,” Harper's :iagasine, March 1934, pp. 421-434
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1t decraaaed from $3,106,516.61 to $1,535 676.35. Insfead of
ﬁcharging off various losses to profit and loss (meaing dee |
fducting them from income), the company charged these various
foff to surplus. If the company had not chargzed these itenms

foff to surpluas, it would have had to show a net loss for the
iyear rather than a net profit.s

L Another example is the Melville Shoe Company. It reporteé
fa net income for the year 1932 of $721,643.00 and paid divide%da
%amounting te 716,960.,60 on three classes of stock. Therefore}
Eaurplua should have increased by 4,682.40 but here again
«aurplus decreased by $1,200,000. The company merely set off %
charges aggregating one million dollars to surplus where shay
Teould not be seen so that a profit could bz shown for the yeaﬁ.
%Meanuhilo the stoskholder's investment had shrunk.? ”

f independent audits were not mandatory during those daya.i
ilt was not until 1933 that the New York Stock Exchange made
;indepandent audits mandatory for companies whose stocks are
;liated on the Exchange.lo It was not until 1934 that inde-
;pondont audits wers required for all companies whose stocks
:are listed on national security exchanges. Many companies dii

‘publish reports containing auditor's certificates. However,

'8 ggjhggég
.~ Anderson F, Farr, "Give the Stockholder the Truth,” S
. Magazine, (April,’1933), P, 230 i

39 Anderson F. F‘arrg "The Annual Corporate heport a Study in |
Evasion," _gggg;_§|jg_gﬂigg, {March, 1934}, p. 428 i

'10 Alden Winthrop, Are You a Stogkholder, (kew York: Covici &
Friede, 1937) p. 21 i




1 five reports were classified as truly informative in that i
they had all or most of the following items: the names of

directors and officers, names of subsidiaries, location of

- of earnings, dividends, products, sales or revenue, employee

i stockholder who could not fathom financial data,

in some cases auditors were biased in theirrevaluafions be- |
cause of the wish to please the management.ll |
As stated in Chapter I, the author made a study of the j
annual reports of twenty-five corporations. The study was §
comprised of one annual report of each of the twenty-five
corperations for each of the following periods: 1920's,

1930's, and 1950's, As of the 1920's, seven of the twenty-

plants and markets, complete financial statements, discussion;
I
|

i
i
]

relations, industry trends, expenses, improvements, research
activities, production, and future plans. One of the reportsE

was classified as modern. That is, it had at least three of

I
the following: a simplified financial summary or highlight i
I

page, pictures, graphs or charts, comparative data, and three:
or more colors. This gives some idea of the little attempt

management made to simplify the report for the benefit of the%

4
il

It must be stated here that railroad reports accounted
for four of the seven truly informative reports. They were
complete and gave a real insight into the business. However,:

it is the opinion of the author that they were much too i

11 Kipley, op c¢it., p. 216 !

e ¥




i complicated for the average stockholder to understand. Most

of the annual reports had just a list of the board of direc-
tors, a letter from the president in which he confined him- |
self to a scant summary of the financial condition of the
‘business, a balance sheet, and income statement. It is re-
ported that some companies, such as American Tobacco, Waltham|
Watch, Natiornal Biscuit, and the Scovill Manufacturing Com- |
pany, vouchsafed only a balance sheet to their stockholders %
during this period.l?
The reports of United States Steel, General Motors, i

American Telephone & Telegraph, Swift & Company, Armco Steel, |

and a few others were truly informative. As a matter of fact]
these companies were ahead of the field in that they con-
stantly kept their stockholders in the know., |
Judge Elbert H. Gary, then president of United States
Steel, was proud of his company's informative reports and i
over-~all policy of full disclosure. He said: "The people
have a right to know how the people's business is being car- |
ried on; and the more they know about it, the better it will |
! be for the business. Big business like human 1life cannot
i thrive properly in the dark."13
When discussing the informative annual report in 1927, @

Professor Ripley said.lh

T2 31pid. p. 156
13 Sears, op git., p. 140
Ly Kipley, op cit.,p. 165
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: The United States Steel Gorporation now owned by 179, 000-
people has from the outset followed the precept well ;
stated by Judge Gary, its president: "Corporations can-
not work on a prineiple of locked doors and shut lips." |
From the first annual statement, outspread over eamtire
newspaper pages in 1903 down to the present time, its
record has been constantly admirable. The General dbtors

eri T '“‘"'"—'"""""‘—"—""'__',Z#'“_""‘ NSty

Oompany. first in its industrial class the world over, 1

a worthy aecond. It has 56,000 stockholders. And in th

field of publie¢ utilities tha Philadelphia Company and

g the Consolidated Gas Electric Light and Power Company of -

i Baltimore offer prominent examples of reports as simple

t agd understandable as their complicated structures psr- °
mit.,

! General Motors had for one of its slogans "Stockholders -

ﬁarc entitled to know.,"™ During this period, it mailed to atocgn

%holdors quarterly news letters and at the end of the year |
iissnod a complete financial review in the form of an annual
éreport which oftentimes ran as much as thirty pages. Ac-

f"\ icoapanying the dividend checks usually appeared a booklet
étalling stockholders something they outﬁs to know about
;Goncral Motors.l5
: Armeo Steel, then the American Rolling Mill Company, is
Qanother company that believed in full disclosure. It sent itig
istockholdors interim reports, a special news letter when i
‘special developments occurred, a full and complete annual re-zz
‘port, and in 1930 began issuing a report of what transpired !
;t the annual meeting this being an odity in those days. Its
23926 report was one which any c¢ompany today could be proud of.;
gﬁhe first few pages gave the names of the company's sube |

Eﬁidiarios, directors and officers of the corporation, and the i

B
1

') “ Sears, gp cita, Ps 140

e

)
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location of plants and offices. After this was the preaidenb%
ulcttor in which he spoke of preducts and their demand, gen- |
oral business donditlons, national growth and future, company:
growth and future, dividends, condition of property and equipq
ment, improvements, research, and the company's operating
¥record. Following this was a complete balance sheet and
iprofic & loss statement. The last few pages were devoted to
ﬁenployea relations and world production of iron and steel, :
iThe report also contained charts and graphs which were used tqé
ﬁhighlight gertain points on the financial statements.

Aﬁ American Telephone & Telegraph is another company that
‘believed in full disclosure. It sent stockholders booklets
é;iving facts about the Bell System, a complete informative
;annual report, and quarterly news letters, the latter being
Feolmeneod in 1901.

: The above companies were forerunners of the¢ day. They
?belteved in keeping their stockholders in the know. This,
‘though, seemed not to be the attitude of most corporations.
EAs was pocinted cut, most corporations issued orly an annual
:;rcport and this usually gave the stockholder little infore
'ﬁation about hls company's affairs. Why this lack of infor-
mation? The reason most often given is that companies did
not inform stockholders because the information would get to

anmpetitora and give the latter an advantage thereby.lﬁother f

i
o

~16 Bertrand R. Canfield, Publie Relations Principles and Pol—;!
icies,(New York: Richard D. Irwin, 1952) p. 73 |
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Y reaaons given for silence are:l7 :

A- Some companies believed that since the average stock~
holder does not understand the problems ol managemsnt,
he should not be informed.

B~ Some companies assumed that the average stockholder i
was not interested in the cempany so long as he i
received regular dividenda. j

The first was probably the prineciple reason, for not only
+did most companies divulge little information to their stcek-i
~holders, but they also disclosed little to the financial com=

‘munity. In writing Ihe New Place of The Stogkholder John
;Soars sald:

The plea for more and better information is not based on
the belief that the average small stockholder of today |
is any better equipped to receive and digest such infore:
mation then was his predessor stockholder of yesterday,
i Nor is it because he shows a marked esgerness for such

M | information. The belief is that more and better infor-

- mation will be useful to the vast army of analysts,
statisticlians, accountants, and experts who stand ready
to study the {nformation furnished, and to selgct and
interpret for the henefit of the stockholder,

: There was no Federal legislation concerning corporate _
ginforuation during those years except for railroads which had .
ito meet the requiremsnts of the Interstate Commerce Commissio@.
;A number of bills were introduced in Congress in the early
;1920‘3, but unfortunately none of them succeeded.l? State

:laua were weak; they did not require corporations to set forth

B

17 ibid. . 73
18 Sears, 9p ¢it., ps 137

519 J.k. Lagser and J.A. Gerardi, Federgl
©  gedure (New York: McGraw-Hill Book Company, 93&) p.

1l



adequate corporate information,<0
The weakness in state laws was primarily due to the

intense competition among the states. In short, states had

appealing laws so as to get more and more businesses to in-
icorporate within the respective states. It was the intense
competition among the states which resulted in laws that en-

abled management to abrogate some of the stockholder's basic

rights which will shortly be discussed.?l

!
[
|
i
|
!
|
i
i
f
¥
|

|

iin the Daily Times Star (Delaware) October 20, 1926.%%

| Simple annual reports are necessary but they do not re-

8uire disclosure of the corporations financia! aftairs,
f all the company's books and records only an original
or duplicate stock ledger must be kept in Delaware.

| The following advertisement appeared in the Scientific
iAmerican,l921.23

! Incorporate in Arizonia
i Complete in one day. Any capitalization, least cost,

by-laws, and forms free.

; Much of the competition among the states was due to the

i
1

i
!

1

120 Adolf A. Berle and Gardiner C. Means, The Modern Corpor-
| ation and Private Property (New York: The Macmillan Com-
| pany, 1932] p. 317
i

el Ripley, op ¢it., pP. 33

;22 ibid. p. 30

123 jbid. p. 29

greatest advantages. Transact business anywhere, Laws,

The following is part of an advertisement which appeared%

P

|2
It
[

é . . . . . i
i desire for public revenue in that the more corporations in th@

. state the more fees and taxes derived therefrom. The situati@n

d

H
i

|
n
i
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Y fwas well described by Federal Trade'63;E§25I522£j“n§e;g“{§”

¥l926:2h

Public¢ opinion will not long tolerate a condition under
which a few gstates vie with one another in creating cor-
porations with unlimited capital and powers, without re-
quirement that they engage in business in the states of
their incorporation, and without provisions looking to
the disclosure of their operations or accounts. An
effort has heen made to justify these loose incorporation
laws on the ground that they encourage the development
of industry within the states; but the effort fails in
view of the omission of any provision that the cor-
porations Bhall conduct their operations in whole or in
part within the states of their incorporation. The ‘
reference is irresistible that the incorporation of com-
panies is solicited by these states because of the li-
censé fees and other revenue derived from the business.
The creation of corporations has lost its dignity as an
exercise of the soverelgn prerogative for the furtherance
of commerce and in the interest of the people of the
state. What was once regarded as the conferring of a
great privilege, to be limited and circumscribed by all

: necessary provisions for the protection of the public,

m : has become a bargain sale, and states are advertising
' and competing for the business.

: The New York Stock Exchange was the leading influence in -
ithe 1920's and early 1930's in the promotion of adequate cor-r
wporate information., Its listing requirements were such that
éwhen a company applied for listing, the company had to give
;among other things a complete record of its financial position;
‘The Exchange obtained agreements from many of the firms to
ikeep the information submitted at the time of listing up to
}date périodically.25 All this information was made open to

25 "1bid. p. 34

25 George L., Leffler, The Stock Market {(New York: The Ronald
Press Company, 1951) p.429
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ipublic inspection.

tclosure became more rigid. In one case, that of the Allied

imove the company's securities from listing for failing to

27 Ripley, op git., p. 210

In the late 1920's the mxchange's policy of full dis-

i
i
R
¢
r
i

Chemical and Dye Corporation, the Exchange threatened to re-

i publish adequate information. This company during the 1920'sh
: |

land 1930's published only a condensed balance sheet and in-

come statement. In 1932 the big board stated that it would ﬁ
I
remove the company's securities from listing unless it issued||
I

more intelligible information. The company agreed and its |
i

securities were retained.26

Although the New York Stock Exchange was the leading i

|
influence in the promotion of adequate corporate publicity, it

i
N

could orly influence firms whose stocks were listed on the E
big board and such companies numbered less than 1,000 in
1930, Furthermore, many of the firms whose stocks were list-|
ed on the big board gave the Exchange more information than
they gave to their stockholders. For example, in 1920, the
American Can Company submitted comparative financial state-

ments to the Exchange yet such statements did not appear in |

the curt annual report to stockholders.<?

26 plden Winthrop, Are You a Stockholder (New York: Coviei &
Friede, 1937) p. 21
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Ihe Anpual Meeting a Prossle and Cuv and Bry Affair

All states require corporations to give their stock- |
%holders notice of the annual meeting 30 that atockholders can;
ﬁgo to the meeting and personally vote their stock. But very !
ﬁ#@g stogkholders ever attended annual meetings during this :
?period. As Lewis Gilbert put it, "Then an independent atock-@
?helder at an annual meeting was as rare as a polar bear in ;
£the tropies.“zs
: Why did stockholders fail to attend annual meetings?
;The main reason 1s that management showed a lack of interest
;in the stockholder. As one owner put it, "iEverything is
grailroaded through; it's a cut and dry affair and everybody
cis anxious to get it over with and get home,"??

1 Management usually held the meeting in some remote and
"inaccessible place so that most stockholders could not con-
;veniontly attend.30 The ones that did attend were often
itreated as intruders rather than owners. "The president's
.attitude was plainly that the whole affair was a damned

‘nuisance, an intrusion on his privacy which he wanted to get }

28 Lewis D. Gilbert, (New York: Amor.é

And

ican Research Counecil, 1956}, p.
;29 Sears, op gite, P. 148
30 gi1bers, op git., p. 9
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over as fast as p0851ble."31 After the usual preliminaries,
most of which was legal jargon, the president would give the |
report for the year. Usually he would read it in a low tone |
of voice so that no one could hear him and then adjoin the i

meeting before any questions could be asked.32

How the average stockholder felt about attending annual
5meetings in those days is told by John T. Broderick, in A

Small Stockholder.3?
Hl
i I have attended several of these annual gatherings, but
as an observer and listener only, for there has never I
seemed to be anyway in which I could lend a hand with |
i the proceedings. At the last meeting that I attended I !
' asked a teller who sat near me if, so far as he knew, I
there was anything that I could do that would at least
show my willingness to be useful., He replied that
directors were to be elected and that, as a registered
stockholder, I was entitled to vote., That gave me a I
sense of importance, which, however, did not last very |

long, for I saw presently that the dlrectors whose termsi
of office were about to expire had in their possession
proxies for over 70% of the outstanding shares, and had

: already decided to re-elect themselves., I had no cause #
* to question the wisdom of their decision, for, so far as‘
my knowledge went, they were all men of probity and
business experience. 50 I refrained from voting, not |
from pique, but because it was patent that my vote could]
not influence the result., From a subsequent analysis ofﬂ
the case I was persuaded that, after all, I had un-

; consciously participated in the electlon of the dlrectoré
' because the funds of the corporation, a small share of |
| which was mine, had been used to defray the expense for |
i postage, stationery, and labor required to obtain the i
i proxies. That, however, is a technicality, the con- !
|

sideration of which by a layman would lead him far

131 ipid. p. 193

§ 32 ibid, p. 20 and p. 193

| 33 John T. Broderick, A Small Stockholcer (New York: Kobson
i and Lee, 1926}, p. 7
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afield. Corporate procedure, with its intricacies and
host of anomalies, is completely intelligible only to
the erudite and able lawyers who have the task of its
interpretation, and to a few cloistral pedagogues who k
can see rhyme and reason in any riddle, What I am try- T
! ing to calculate at the moment is the measure of 1rteresm
? that there is for me in any meeting of corporation i
stockholders which 1 am entitled to attend. In fact, !
while I am usually ill at ease in the presence of death @
in any form, if I were obligated to choose between
hying to one of these corporate powwows, with its arid
ceremonial, and going to a funeral, with its moving
soleminity, there is no doubt that I would pick the

| funeral. At a friend's obsequies one may at least speak
a consoling word to the widow, if he knows how, and pos-w
sibly serve as a pallbearer. Being a pallbearer is ;
having a job to do in which one may take pride in dolng i
Welln i

In 1933 there was a feeling among some stockholders of

!the American Tobacco Company that the bonuses paid to direc-

it - . . . .
i tors were to large in proportion with earnings. This found |
! |

its way into the press. One would think that George ﬁ
Washington Hill, the company's president, would be present atw
i the annual meeting to answer any questions of the dlssatlsfle¢
stockholders and explain the reasons, if any, for the bOHuSGSﬂ

but contrary to what one would believe Mr, Hill did not attenq

\

the annual meeting. Paul M, Hahn, vice president, who pre- !

i
\

sided in his absence, explained that Mr, Hill "is a very busy

man at his office." Could it be that Mr, Hill did not attend

the meeting because he would have had to arswer some em- i
! barrassing questions concerning the bonuse arrangements? The?
point that is being made is merely how some directors re-

garded their stockholders during this period.Bh

34 Winthrop, op cit., Pe 53
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. Annual meatings are supposed to be conducted aifsirs

iuhnroby the owners of the business can ask questions of theirf
.directors and officers and exchange views concerning the |
ibuaineas. But during this periocd annual meetings, for the noag
Qpart, were prosajc and cut and dry atffairs. Management tried .
ito got the meeting over with as soon as possible never giving
Etho stockholder a change to participate. Lewis Gilbert summed
;up management 's attitude this way: "Management regarded the :
éatockholdor &3 & necessary evil, one that occasionally had tef

‘be seen but certainly should never be heard."35 :

Mppagement Abrogates the Fre-emptive &igh&

m | If a corporation's capital stock is increased, existing E
stockholders have a right to subscribe to new stock before it
13 offered to the publie. The purpose of this right, which iq
callod the pre-emptive right, is to enable stockholders to ;
pretect and maintain their relative position in the organ- f
i:ation.36 This principle made its appearance in 1807, when bm
%a sweeping decision the Massachusetts court evelved the doc-
?trino of the pre-emptive right. This principle then became
iembedded into all corporation law, 7

35 Lewis D, Gilbert, "Gilbert's Little Friends Become Big
Fellows," Buginess Week, (March 10, 1956), p. 115

536 Ronald A. Anderson, Busin Law (Dallas: South-Western
©  Publishing Compuny: 1952), P-H7gs

’_3 %37 Berle, op Cit.,p. 144

i:
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After 1919 atates began to make anenduents 1n their laws
?uhich gave the management of corporations power to disregard :
}tha pre~emptive right by a charter provision., The first j
:atatcs to do this are: Maryland, New Jersey, and Delaware andf
;thon other states followed suit.3® A typical example of such .
!a charter provision is that of the City Stores Company (Del~ °
aware) 1927339
i No holder of stock of this c¢orporation, nor any class or

stockholders, shall at anytime have any preferential ;

right of subscription to any shares of any class of stock
of the Corporation now or hereafter authorised, issued,
or sold, or to any obligations or securities convertible
into stock of the @orporation, or any right of sub-
scription to any thereof, now or hereafter authorisged,
issued, or sold, other than such, if any, as the Board
of Directors in its discretion may determine and at such:
prices and on such terms as the Board of Directors may
fix pursuant to the authority conferred by law and this

Certificate of Incorporation.--~City Stores Company (Del.l
. - In short, the directors have the right to dispose of in-ﬁ
écrcased capital stock without first offering it to the stock-
;holdcrs. Some states, such as California and Indiana set
aside the pre~emptive right further by stating that stock-
gholdcrs would not be entitled to the right unless the right
.was specifically reserved in the charter,*0 As Messrs. Berle

.and Means put it in 1930: "The modern trend in corporate

38 Ripley, op git., Pe 39
-39 seers, op cit., p. 227

f“o Douglas Hamilton Bellemore ;gzgggggggg P ) §
.. Practiges (New York: B.C. Forbes and ons, 1953/, ﬁ?n%bs E
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fkinancing is to cut the Gordian knot altdgéther.“41
’ Many corporations today still do not grant their stocke
5holders pre~emptive righta. The author made a survey of
f%ighty industrial corporations listed in Moody's Investors

3?ataloguo for 1955, The results show that more than half of

fthe companies are not legally eobligated to grant their stock- ;
;boldorl the pre-emptive right because of charter provisions,

‘howuvcr, a corporation may not be legally obligated but still

}grant its stockholders the pre-emptive right. And Lewls

fGilhert points out that in recent years more and more c¢or-

/poratlons are using this method of Linancing because not onlyé

‘48 1t less expensive, but it is an excellent way ot building

iprofitablo stockholaer relations.42

Nonvoting Stock

Prior to 1911 there seemed to be little restriction on

‘the voting rights of stockholders. Oecasionally a corporatioﬁ

eould be found whose preferred stockholders were denied

‘voting power beczuse of charter provisions, but a real trend

‘in this regard did not begin until after 1911.43

After 1911, the practice of denying preferred stock-

?holders the right to vote became more prevalent. Nonvoting

;Ll Berle, op cit., p. 178

i
I

42 Gibert, Dividends and Democragy, p. 215

43 Ripley, op git., p. 85

i



'had not been pald for a certain length of time and then they
‘were usually entitled to vote equally with the common. The
?1engthef time required in most cazes was four "full"
%quarterly dividend defaults. In some cases, so long as the
¥preferred stockholder was pald some kind of a dividend, he
%was not entitled to vote. Full nonvoting preferred stock was

;gueh that regardless of whether or not dividends were arrears.

preforred atock took two forms: Full nonvoting preferred and f

‘contingent voting preferred. The latter was such that pre-

iforred stockholders were not entitled to vote unless dividendq

§prererred stockholders still did not have voting rights., Someé
fof the companies that issued full nonvoting preferred stock ;
iaraz Standard Oil of New Jersey, Standard Cil of Ohie, At
:lantic Refining, International Milling, and Bethlehem Steel. “4

Around 1920 came the practige of disfranchising the con—j

Qmon stockholder by splitting up common stock. Many corpora-
;tiona split up their common stocks into c¢lass A and B, the
ilatter usually carryving exclusive voting power and of course
j%old by the management, The common stock of the American
5Tobaceo Company, Liggett and Myers, k. J. Reynolds Tobacco
;company, Dodge Brothers, Pan American Petroleum, and Bethloheﬂ;

ﬁSteel to name a few were classified in this manner 5

e

;#h W.H.5. Stevens, "Stockholders' Voting Rights and the Cen-

tralisation of Voting Control," Quarterly Journal of |
Egonomigs (May 1926), p. 354 !
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By the mid-1920's both nonvoting preferred and nonvoting .

(coamon stocks were quite popular. However, about this time
fmueh eritieism arose against nonvoting common stock in that .
?1t was argued that this type of stock gave management completq
}voting power with little or no investment.46 In 1926, the

fNew York Stock Exchange refused to list anymore nonvoting
¥oommon stocke, The New York Curb did the same a short while
%1ater. Because of the ruling of the two major exchanges and
ieriticisn in financiel circles, nonvoting common stocks begani

‘to disappear in the late 1920's and early 1930's .47

In 1940, the New York Stock Exchange stated that it woul@

ﬁrefusa to list any further issues of preferred stock unless
fthe stock carried the following minimum voting rights: (1)
;Hhat preferred stockholders have the right to elect at least
jtwo directors upon default of asix quarterly dividend paynents€
‘and (2) "The affirmative approval of at least two-thirds of f
;&he preferred stock voting as a class, as a prerequisite to .
?any charter or bylaw amendment altering materially any ex~ !

éisting provision of such preferred stock.ﬂhB

| In the survey conducted by the author of eighty indus-
;&rial corporations for 1955 mentioned in the discussion of

é*é George L. Leffler §§¥gk Market (New York: The Ronald
. Press Company, 19§I§h!p.

47 1bid. p. 16 |
*8 1bid. p. 432




|pre-emptive rights, the resultw® concerning voting rights are

as follows:

1~

2=

Thus today the general practice is to give common stockmf

holders

tingent

common stocks are the exception rather than the rule,

In summarizing: The 1920's and early 1930's were the
dark ages of stockholder relations. Management paid the

stockholder little atterntion, saw no use for him, and froze

him out

sidered

dividend check, notice of the annual meeting, and an annual

report,

reliable. But the New Deal was coming and with it Federal i

legislation,

In seventeen of the corporations both common and pre-
ferred have equal voting power. 5

In sixty of the companies common stockholders have ex-
clusive voting power. FPreferred stockholders get ;
voting power only if dividends are in arrears for a |
certain length of time and if something comes up that
particularly concerns preferred stockholders, such as |
a proposed issue of preferred stock. i

Only in one of the companies is full nonvoting pre-

ferred stock in existence, t

1
1

Only two of the corporations, both nonlisted com- i
panies, have two classes of common stock outstanding. |
In both cases, one class carries full voting power ;
while the other does not. !

complete voting power and preferred stockholders con-t

voting power. Full nonvoting preferred and nonvoting,

of some of his basic rights. Most corporations con- |
A

the stockholder only to the extent of sending him tneﬁ

the latter usually skimpy and sometimes even un-
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CHAPT:R IV

THE ADVENT OF FuDuBAi LKGISLATION

ihe Fadersl Securitles Act of 1933

On May 27, 1933 Congress passed the Federal Securities
‘Aet better known as "The Truth in Securities Law,” The
?purposo of this act was to provide full and fair disclosure
4n the sale of securities.l!
; In 1933, the first year of the Act's existence, the
-Federal Trade Commission was vested with the authority to ade
‘minister the Act. The following year, 1934, the Securities
.and Bxchange Commission took over surveillance of the Federal
Securities iLaw,
C The Aet requires corporations to file a registration
‘statement with the 3ecurities and Kxchange Commission before
.aocuritias are sold to the publie. Ths information required
‘in the registration statement covers thirty-two points, some
.0f which are: the name of the issuing corporation, state of
incorporation, names of directors and officers who earn more
‘than $25,000 annually, complete information concerning the
;firn'n capltal stock structure, and complete details about the
firm's financial condition including a three year comparative
Ebalnnco sheet and profit & loss statement.?
;ﬁcﬁeduio )




The Act also requires corporations to offer a prospectus f
to all persons contemplating purchase of the firm's securitics;
The prospectus is a summary of the information required in the
reglistration statement and is & little easier to understand.3

As of 1933, companies offering securities to the public
yerc now required to make full and reliable disclosure of theiy
ﬁffairs both to the government and to persons contemplating

purchase of the securitiles,

Securities Exchange Act of 1234

| In 1934, Congress enacted the Securities Exchange Act
for the purpose of regulating security exchanges and over the
gounter markets.b Specifically 4t has the following objec-
tives:’

1- To ensure just and equitable trading in security
narkets,

2- To regulate the use of credit for the purpose of
security trading,.

3= To regulate trading by corporate insiders on national
security markets.

k- To make sure that the publiic gets reliable information
concerning companies whose securities are listed on
national security exchanges. :

5=~ To regulate the use of proxies by corporate insiders.

3 Douglas Hamilton Bellemore, Lnxg§§ngn§g and Prace-
tiges (New York: B.C. Forbes and Sons, 1953), Ds 205

% Section 1
? Bellemore, op git., p. 268




It is with the last three that we are concerned,
The Aot created a new federal body, the Securities and

Exchange Commission, t¢ administer the Act as well as the 1933

Act superseding the Federal Trade Goamiaaion.6

The Act required all security exchanges that operate in
Hinterstste commerce and through the mails to register with thoé

Securities and Exéhange Commission,’ The registered exchanges ;
are:8 ;
1~ American Stoek Exchange{The 9- New York Stoek Exchange
-+ NyYsCurb until Jan. 5, 1953) 10~ Philadelphia-Baltimore 3.E,
‘2~ Boston Stock Exchange 1l= Pittsburg Stoeck Exchange
3= Chicago Board of Trade 12~ Salt lLake Stock Exchan ’
b= Cincinnati Stoeck Exchange 13- San Francisco Minning Exch,

5« Detroit Stock Exchange 14~ San Franciso Stoek Exchangse

6+ Los Angeles Stock Exchange 15« Standard Stogk Lxchange of:
a?- Midwest 3tock Exchange Spokane
8« New Orleans 3tock Exchange 16- Washington D.C. Stock hxch,

Under the Act all corporations that epply for listing on ;
any national security exchange must submit the following ine
formation both to the SEC and the exchange concorn.d;9

1« The organisation, financial structure, and nature of
the business.

2= The terms, position, rights, and privileges, of the
differsnt classes of segurities outstanding,

3« The terms on which the registrant's securities are to .
and during the preceding three years, have been
orfcrtd to the publie or otherwise,

= The names of the directors and officers and each se~
curity holder of record holding more than 104 of the
stock outstanding and the amount of their remuneration,

£ Section & 7 Section 6
B Bellemore, Qp git., pe 267
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5- Hemuneration to others than directors and officers
exceeding $20,C00 per annum,

6- Bonuses and profit sharing arrangements.

7- Options existing or to be created in respect to their
securities. '

8-~ Balance sheets and profit & loss statements for not
more than three preceding fiscal years certified by
an independent public accountant.

9- Any further financial statements required by the
Commission.,

10- Copies of articles of incorporation and bylaws.

Not only do corporations have to submit this information |

to the SZC at the time of listing, but they also have to keep

this information up to date by periodic reports certified by

independent public accountants. Moreover, the financial

statements must conform to SEC requirements as to items shown

and how treated.lo These statements are examined by the Com-

mission's accountants to see whether they are reliable, com-

plete, and prepared in accordance with sound accounting

principles.

This information is open to public inspection at

the offices of the SiC., The offices are widly used by the

financial community and therefore the information is widly

disseminated.ll

The Securities and Exchange Commission also recognized

that officers and directors are in an advantageous position

in comparison with other stockholders in that they can use

10 section 13

1l Leffler, op cit., p. 336
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inside information to further their own interests when trading
‘dn the company's securities. For this reason, the SiC re-
:quires directors and officers who own more than 10f;of the
stock to give the amount of their holdings at the time of
.listing and if there is any change in such ownership in any
glven month, the insider must make it known to the 3EC not
later than ten days following the close of the calander
month,12 This information is published in the financial pages f
of large city newspapers so that stockholders can determine
how company insiders view company prospects,ll

With regard to proxy regulationas, the SiC requires the
following information to accompany the proxy statement:

~ . A« A statement concerning on whose behalf the solicitation
: ' is taken,

Be Complete information concerning voting rightse, kinds
of stock outstanding, names of directors and officers
and their remuneration and the amount of their owner
ship interest, and a statement concerning the types
of action to be acted upon at the annual meeting.

In 1943 the SEC formalised the proposal rule. The rule

is such that when a stockholder makes a proposal concerning
corporate affairs, the proposal has to be carried on the firm'y
proxy statement to stockholders with provisions for a yes and

no vote. Although this rule was not formalized until 1943,

pran

12 section 16
?3 Bellemore, op ¢it., pPs 273
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:%hé SEC, during-the"i§36T§, haa_ﬁéié and means of encoﬁraging‘

'corporations to carry stockholders suggestions in the proxy.]-l+

The Stockholder's Pogition with Kespect to the Agts

It is important here to discuss where the stockholder
‘stood with respect to these acts in the 1930's,

Under the 1933 Federal Securities Act, corporations had
to make full and reliable disclosure of their afiairs both to
the SEC and potential stockholder when selling new securities.
As of 1933 then, people who contemplated purchase of the
:securities of a corporation couid rest assured that the infor-
imation they would get would be true, accurate, and complete,

With respect to the Securities Exchange Act of 1934,
corporations which applied for listing on any national sacurit§
‘exchange had to make full disclosure of their affairs both to
the SEC and the exchange concerned, and the information re-
quired at the time of listing had to be kept up to date by
periodic reports. All this information was widly disseminated,

Listed corporations also had to give their stockholders
more direct information. They now had to give information
‘concerning voting rights, executive compensation, bonuses,

‘and management ownership. However, it must be stated here
%hat much of the information required by the SEC was not, as
is the case today, required toc be sent to the stockholders by °

‘the corporation. For example, in many cases the SEC required -

:IE Gilbert, Dividends and Democracy, p. 54
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quarterly information from listed corporations, but yet the

SEC did not require these companies to submit quarterly roport§
to their stockholders. And annual reports to stockholders |
were not required to be anymore informative.l5

| It is the opinion of the author, however, that the Fed-

eral Acts had a profound effect on management in that manage- -

ment began to realise that stockholders are the owners and as

such are entitled to adegquate information., As will be seen inf
& moment, most of the annual reports issued in the years fol-
lowing Federal legislation were more informative than the ones

issued before 1933 and 1934.

Some Progress ls Made

In the years following Federal legislation up to World

War II there was evidence of a change beginning to take place
in stockholder relations. Some gompanies were maintaining
gloser contact with their stockholders and on the whole annual

reports were more informative.

As of 1942 the questionnaire survey shows the following:

1- Only twe of the 109 companies were not sending annual -
reports.

2« Thirteen of the firms reported to have sent their
stockholders quarterly information.

3« Special news letters are reported to have been sent by
fifteen of the corporations.

15 Bellemore, op eits, App. D. p.XIV or winthrop, op cit.,

p. 287
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;ﬁihe-compahiég“riﬁorteaxio'hhvo sent welcome letters.

Une company sent a letter of regret when stockholders |

sold thelr stock.

Nine of the companies reported to have sent post-
annual meeting reports.

None of the companies had yet held regional meetings.

Three of the corporations were sending house organs
to their stockholders.

Thirteen of the companies reported to have held open
houses for their stockholders as part of the annual
meeting or otherwise.

Four of the firms were iaking special offers or send- -

ing samples of products.

Two of the companies distributed stockholder magasines.

stated in Chapter I1II, page eleven, in connection with

the above findings concerning quarterly reports, special news

letters, welcome letters, post-annual meeting reports, and

open houses, some of the companies did not state the year in

ﬁhich one or more of these practices were commenced: theroforaf

it was impossible to tell whether or not these practices were

part of

the stockholder relations programs of these companies

during this period. Only those corporations that reported to

have practiced these techniques are noted above. This is the

reason for the use of "reported" in connection with these five

practices.

Although the majority of the corporations, whose practices

gould be ascertained during this period, were still only send-

ing stockholders an annual report, notice of the annual meet-

1ng, and a dividend ocheck, more of the companies had increasedi

...“'..
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“eontact with their stackh;idérdij In Chapter III it waé
pointeg out that Swift & Company, American Telephone & Tele-
graph, United States Steel, General Motors, and Armco Steel
}ware ahead of the pack in regard to paying the stockholder
-attention. In the late 1930's General Foods, General Mills,
‘and Johns~Manville came to the forefront of attention.
: In the late 1930's and early 19,0's Johns-Manville was
sending its stockholders quarterly reports, post-annual meet-
ing reports, and sent all new stockholders a letter of wel- |
.come, JIn 1937 this company cenduoted a survey of its stock-
holders to determine their interests in Johns~Hanville. The
results showed that stockholders wanted to know about the
background of the company, its management, its problems, its
policies and practices. In order to satisfy the stockholders,:
the company issued stockholder magazines periodically. Ekach
_1asua covered or answered a different point of interest .o
General Foods also came te the forefront of attention
during this period because of its fine stockholder relations
‘brogram. The company sent a letter of welcome to all new
stockholders after they registered their stock. In addition,
'tho company sent to all stockholders: an annual report,
guarterly information, post-annual meeting reports, and all

stockholders were entitled to a Christmas box offer of

16 Milton Wright R Buginess {(Bew York:
. McGraw-Hill, 1 93, 753 dox |




= - : . =

‘products which they could get at cost. This offer was com-
menced in 1934, and the company has continued this prastice,
except during World War II, right up to the present time,

General Mills also showed & great interest in its stock-

‘holders in the period following the enactment of Federal
 1cg1s1ation. In 1939 this company began holding regional
‘meetings fér its stockholders. This practice, which was to
gain great impetus after Worid War Il, was initiated by the
‘¢hairman of General Mills, James F. Bell. Mr. Bell believed

that since most of the company's 10,000 stockholders could not§

attend the annual meeting which had to be held in Wilmington, .

j&elaware, the meeting should be brought to the stockholders.

As a result, General Mills held seven regional meetings in

‘seven different cities in 1939 and eight each in 1940 and 19&1;
The meetings were discontinued during World War II, but re-

‘sumed again on an even year basis after the war, 17

In the years following the enactment of Federal legis-

flation up to World War il, the annual reports of America's

‘corporations became more informative. The following is an

‘excerpt from an article which appeared in Printers' Ipk,

3;7 James F. Bell, "General Mills Meets 3tockholders in
Regionals," Printers' Ipk (November 15, 1940), p. 73



* March 21, 1941:18

For quite a few years now there has been a mounting trend

to make annual reports more expanded in their information,

simpler in wording, and more inviting in presentation,

The annual report study, which is a study made by the
;author of twenty-five corporations' annual reports, showed tha$
most of the corporations presented more informative annual
reports in the period 1935-1941 than before this period.
frourtoon of the reporte were classified as truly informative
in that they had all or most of the following: the names of
ﬁireetors and officers, names of subsidiaries, location of
;planta and markets, complete financial statements, discussion f
of earnings, dividends, products, sales or revenue, employes
relations, industry trends, expenses, improvements, research
activities, production, and the future outlook. The study |
showed further that most of the reports still were not modern
only four were classified as such in that they had at least
three of the following items: a simplified financial summary
br highlight page, pictures, graphs or charts, comparative
data, and three or more colors,

A study made in 1936 by C.M. Chester, then president of
the National Association of Manufacturers and chairman of
General Foods, showed that more than half of the 400 represen-

tatlve corporations studied were making more informative

18 paul Cameron, "Humanised Reports,” Printers' Ipk
. {Mareh 21, léhl). Pe 73 ' '
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zknnual réporta-to aﬁéckhoiders ﬁgan'prior te and during the
‘depression.1?

| Thus a change began to take place in stockholder relations
'in the years following the enactment of Federal legislation |
to World War II. More companies were mzintalning closer
contact with thelr stockholders, and the annual report, in
most cases, was morve informative, The day of a better and
closer relationship between management and the stockholder was:

.on the horison,

g C.M. Chester, "How Business Can Sell Itself To Stockholders®
Printers' Ink, (July 23, 1936), p. 9%
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CHAPTuER V
STOCKHOLDER RBLATIONS TODAY

Since the end of World War II, management has been show- .
ing an ever increasing interest in the stockholder. Whereas
:1n the 1920's and early 1930's management paid the stoekholdori
little attention and saw no use for him, in the past ten years.
management seems t0 be making a veritable effort to capture
:his loyalty and his interest, For example, more and more
‘corporations are granting their stockholders pre~emptive rights
because they realise this is an excellent way of building a
better relationship with stockholders. Since 1953, such cor-
porations as Middle South Utilities, Dow Chemical, Merritt-
Chapman and Scott, Sinclair 0il, Philadelphia Electric, Beth-
'lohen Steel, Texas Instruments, National Aviation, and Amnrica#
Machine and Foundry to name a few have granted their stocke-
holders the right to subscribe to additional stock before the
stock was offered to the general publie.1

An indication of the increasing concern for the stock~
holder on the part of management is shown by the matter of
surveys. The questionnaire survey shows that prior teo 1940

only three of the 109 corporations had ever conducted a survey

1 Lewis Gilbert, Sixteenth Annual heport of
Agtivities n'ﬁmmsm Meetings, 1955. p. 210
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3of their stockholders so as to find out what they might want
‘in annual reports or to ascertain thelr wants and desires.

;Sinco 1940, twenty-eight of the gorporations have conducted

‘surveys and twenty-four of them have conducted surveys since
‘World War II. | |
The Fipancial World has sent a questionnaire anually )
‘since 1946 to 1,000 corporations throughout the country. The E
questionnaire is similiar to the one sent by the author in ‘
.that it 18 in effect a check list of practices such as welcomei
letters, regret letters, etc. The results show that the var- %
jious methods of communication are being used by more and more i
corporations. In short, the results show that progress has
‘been at an accelerated rate for the past ten years. (Ses Ap-
;pondix III for the results of this survey)
Lewis Gilbert said a short while ago: "Today the stocke
holder is getting a better deal. Management is clarifying
annual reports, moving the sites for annual meetings from
inaccessible places to large eenters so stockholders can attené
'nnre easily, issuing post-meeting reports, and holding re;ionai
hoetings. Publie Relations consulting firms that specilize |
‘in stockholder relations techniques say that business is

booming. "2

2 Lewls Gilbert, "Gilbert's Little Friends Become Big Fellows, r
- Businesgs Week, (March 10, 1956), p. 1



Management Is Maintaining s Closer Relationship

As

‘lowing?

l-
2«
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of July 1956, the questionnaire survey shows the fole

All of the 109 corporations distribute annual reports.

Sixty-five or sixty per cent of the companies dis-
tribute quarterly information.

Special news letters are sent by forty-seven or fortye
four per cent of the companies.

A letter of welcome is sent to new stoekholders by

sixty-eight or sixty-one per cent of the corporations.-

Seven of the companies send a letter of regret to
stockholders who sell their stock.

Forty-seven or forty-four per cent of the firms send
stookholders a postemesting report.

Four of the companies distribute stockholder magasiuea
to their owners.,

Seventeen or sixteen per cent of the corporations dis-:
tribute company house organs to their stockholders.

9« Thirteen or twelve per cent of the corporations make

10~
11l=

special offers or send samples of products to their
owners.

Two companies hold regional meetings.

Thirty~seven or thirty-five per cent hold open houses :

as part of the annual meeting or otherwise.

Table Il, which gives a recapitulation of the findings,

-shows that more and more of the corporations have increased

‘contact with the stockholder since the 1920%'a, Eighty-nine of

ftho'lO? corporations send their stockholders something more

than just the notice of the annual meeting, annual report,

iand dividend check., All twenty of the corporations that

LT

‘1
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;incluﬁo tﬁe steékhéidor’iémtheir programs only to the extent
.of sending him an annual report, notice of the annual meeting,.
and dividend check have net assets of less than twenty aillion;
dollars and most of these have net assets of less than
410,000,000, This indicates that these companies are very
small corporaticns, and it is probably economically 1mpossible;

ifor them to carry on elaborate stockholder relations prograns.:

TABLE 11

QUESTIONNAIRE SURVEY FINDINGS CONCERNING
METHODS OF GOMMUNICATION
SINCE THE 1920'3

As of As of As of

: ;ggo
‘ u‘ r.port‘ﬂiﬂthOQC.-.Q......l 0
Quarterly information.cc..cvcosnes 6*

13% 65
Special stockholder news letters.. T 15% 7
w.lcm. lettord.veecenscrussnonsnen % 9* 8
Regr“ loUtOrSuecennsesvcssncnncne 1 1 7
Gonpany house OrganSssecsascsessss 1 3 17
Post-annual meeting reports....... 2% - ag W7
Stockholder mMagasineS....cosncncoes 0 2 b
Bmpl.' or ap‘ei‘l offersisveceess 2 by 13
Open houses..secescsreccavsevcnans 3* 13* 37
u 2t Q 0 L

;—Tﬁls means that onlgnghout companies that reported to have
practiced these techniques are noted above, see pp. 1l & khe

The Chrysler Corporation which vouchsafed stockholders
only an annual report during the 1920's now ssnds its 88,000
stockholders besides the annual report, quarterly newsa letters,
post-meeting reports, and special news letters when something '
@mportant ogcurrs. The company also sends new stockholders

A letter of welcome and sends a letter of regret when a

B T T



‘stockholder sells his stook,

The American Tobacco Company whose annual reports were

;nado up of only a balance sheet during the dark days of the

;1920'8 now sends in addition to an informative, appealing
‘annual report, quarterly reports, speclal news letters, post-
‘meeting reports, samples of company products at Christmas |
‘time, a welcome letter to new stookholders, and it holds open -
‘houses from time to time, This company also provides trans-
fportation for stockholders t0 the annual meeting.,

The Cleveland Electric Illuminating Company is another

‘company whigh shows an intense interest in ite stockholders.
‘This company formerly sent its stoekholders only an annual

report., Today, the company distributes to its 28,716 stocke

‘holders besides the annual report, postemeeting reports,

quarterly information, and it holds open houses and regional
ﬁuootinga for stockholders. The company also sends new stocke f

‘holders a letter of welcome after they register their stock,

The stockholders of Paboo Products only got an annual

;report thirty years ago. Today, they receive in addition to

‘the annual report, quarterly information, post-meecting reports,

ftnd they are invited to open houses from time to time,

The above companies are just a few industrial enterpriaeaj

‘pleked at random to show the closer relationship that manage- f

‘ment is maintaining with stockholders today. This is not only

fgoing on among industrial enterprises, but it is going on ;

b

b

apaco in publie uzilitios and railroada as wollo
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The Annual Meeting No lenger a Cut and Drv Affair

In Chapter III 4t was pointed out that few stockholders
ever attended annual meetings during the 1920's and early
1930's, and the ones that did attend were usually treated as
intruders rather than owners, Ilewis Gilbert points out that
itoday record attendance at annual meetings is no longer a .
‘novelty or exception, but it is the standard rule.’ Management
s moving the sites for annual meetings to accessible places ;
se that more stockholders can attend and is encouraging stock-é
f@oldoro to attend. Management is encouraging stvockholders to ;
.ask questions and give their views, and seems to be making a
real effort to make the stockholder feel as a true owner and
‘partner in the enterprise.

The following editorial appeared in the Righmond News
;g;gg;, February, 19554

Time was when many a corporation deliberately pickud a

remote spot for its annual meeting in the hope of dis-

gouraging as many stockholders as possible from attending,

A few companies, for example, Republic Steel still meet

54 miles out of New York at ﬁleuington with the result

that atockholders must debark from & train at Flemington

Junction and seek a taxi to their destinatien. But the

picture improves as more corporations discover the publiec:

relations value of a well attended annual meeting which
small stockholders are made to feel real participants.

3 Lewis Gilbert, Fourtesnih of Stockholder
Agtixities at Corporation Mﬂ. 1953, P.7

h Lewis Gilbert, Sixteenth
Activitvies at %&:, 1 55. P. 17

5h



”n:iﬁ-i953 Anﬁriﬁah Téi;;honad;hToiegraﬁh had to uase
.television to agcomodate the large number of stockholders that
:atttnded the annual meeting that year, The large mseting :
room was filled on a first come first serve basis, After thii
‘room was filled, two adJoining large rooms were filled, Be-
cause television faclilities were employsd, the stockholders |
31n the two adjoining rooms could hear and see everything that
‘went on. When a stockholder wanted to ask a question, he was
}elcerted by an usher into the meeting room where he could :
.address the chairman. This marked the first time that tel-
‘evision had ever been employed in connection with a cor-
iporation's annual mesting.?

Here are some annual meeting attendance figures of some

‘gorporations for the years 1954 and 1955:ﬁ
G.n‘!‘al Eloetrioncooioccaciiil '3 3 géh
General MotOrSessessorcenscecs 1y ,730
National Dlil‘?oo-tcoio----iooo L2 b66
Radio Corp. of Americo.sceses 915 1,050
International Tel, & Telee.... 700 800
Chesapeake & Ohio Railway{ale. 450 *500
Standard Oil of New Jersey.... 2,300 2,500

A3 noted above, in each case the 1954 figzure is larger
‘than the 1955 attendance figure., Record attendance Ssems to

‘be commonplace today.

‘5 Levis Gilhrttw W, o
.ﬁ -
P Lewis an-rr.. mmsgf %&agkmm

(n) This was obtained from thn 195& and 1955 post-nooting re- i

R i R s e e —— — T
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7Mofe and more cbf%of&gibnéﬁi}e now providing transpor;.
‘tation for their stockholders t¢ the annual meeting. 3ome of %
tthe companies that are providing transportation are: American
Tobacco, Liggett & Myers, the Southern Company, and the New '
York Central Railway Company.’ In 1951, for example, the
‘New York Central ran a special train out of Grand Central
‘Terminal, New York City, to carry 500 stockholders to its
annual meeting in Albany, New York., After the meeting, a free
;luncheon was served at a nearby hotel and then the stock-
'ﬁolders were returned by train to the Grand Central Station.s
The Finapcial World study shows that as of 1955 seventy of ‘
{ﬁhe 1,000 corporations provide transportation for their atock-i
holders to the annual meeting as compared with thirty in 1951.f

The annual meeting is no longer a mere formality. Today i
:nanagoment gives the stockholder a chance to participate and I
sncourages the stockholder to participate, Here is an ed-

itorial from the Wall Street Jourpel, May 22, 1953:

Any reader of this newspaper must again and again have
been struck by the veritable revolution in cerporation
stockholders! meetings that has baen carried out within
the few past vears, Memory does not have to zo back

very far to recall a time when the typical annual meet-
ing was little better than a farce, Company managements
had ready means of suppressing their stockholder critics

ports of the company.

'7
 Aafivicien at’Corperation Hesttues, T950s po. Tote

8 Clnfield, 22- g EQ' Pe 9‘} ;
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and seldom hesitated to use them.

For glaring contrast see the accounts of two meet-
ings in yesterday's issue of this newspaper,......ln the
ballroom of & New York hotel 400 stockholders of the
Sinelair Oil Company heard President Spencer desecribe
the company's current business and its prospects. Then

for an hour or more the management listened to outspoken ‘

eritics of certain of its policles.

This revolution in companyestockholder relations is
not of course, solely the result of a change in manage~
ment attitude, But it must be recognized that as a rule

eompany managers have loyally responded to the new order |
initiated by legislation. A great many of them have gone.

much further than the law requires in encouraging and
facilitating stockholder participation in the direction
of company affairs. 9

Long live this revolution!

The following is an editorial from The Commonweal, well
known Roman Catholic journal of opinion, May 6, 1955:10

This is the big season for the annual meetings of leading.

American corporations. They are no longer the mere
formalities which automatically gave active management
carte=blanche in former years, Attendance is reaching
overflow proportions. Stockholders'! questions from the
floor are greatly on the increase~-some seemingly
spontaneous and others prepared considerably in advance,

Today management realises that personal contact is one
pf the best means for gaining increased goodwill and loyalty

ﬁt & group. The annual meeting offers management one of the

few times in which it can meet stockholders face to face; thus

more and more companies are striving to make the meeting a

ﬁemorable occasion.

5 Fourtasath — ,
- W"R'Wu m. 53'?:1». %ﬁ'!m der

10 Lewis Gilbert, § -
© AStivicies st omeetsiio Mteings. 955, pooigeMder
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A gfoat many corporations exhibit product displays or
displays of the gompany's equipment or machinery. Many core

porations show movies of produstion processes, new products

and thelr uses, and movies which bring to 1life the figures on

the financial statements., Some of the companies that have

shown movies at annual meetings in recent years are: General -

Mills, Burroughs Adding Machine Company, General Electric,

Central Hudason Gas and Electric Company, United States Bubber,i

and United States Steel.

The Financial World reports that the number of companies

providing luncheon for stockholders is definitely on the in-
erease. The study showed that as of 1955, 170 of the 1,000

sorporations provided luncheon for their stockholders whereas ”
only fifty did so in 1951, Many ecompanies that make consumer
goods enable stockholders to taste some of the products. For

sxample, at the end of the 1955 annual meeting of the Cambell

Soup Company, stockholders were invited to try the various
soups, Juices, and pies made by the company. General Foods
and General Mills are other companies that do this. This not
enly makes stockholders happy, but it is alsc an excellent

way of turning stockholders into consumers and boosters of the

company'!s products.
| The Chesapeake and Chio Railway Company gave its 1955
knnual meeting the following theme: PYThe Stockholder's Big

Pay." The meeting went as follows: First there was the
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“slection of the board. After the election of the directors,

ftho president gave the annual report of the company in which

‘he salked about the company's business and future prospects.

"Then the president threw the meeting open to stockholders'
'quoatiana and views, After the question period, stockholders
were treated to a free luncheon during which the offlcers and :
directors of the company met many of the owners and discussed ;
informally with them the affairs of the business., After the
luncheon, stockholders were taken on a tour to view an exe
hibit of old and new railroad equipment and the railroad’s
modern research facilities.ll

Management realises that most stockholders cannot travel
thousands of miles to the annual meeting, For this reason,
an increasing number of companlies are bringing the meeting to
the stockholders either by means of regional meetings or by
rotating the annual meeting. The latter will be discuased
first.

Most states except notably Virginia, Massachusetts, Rhode
Isltnd, Montana, and Maine now permit a corporation to hold |
its annual meeting in a state other than the one of incore~
poration.lz The result ia that there is a growing trend to
rotate the annual meeting. The originator of the idea ia the

T
; Derived from the post-meeting report of the company.

12 Lewis Gilbert, Sixteenth Aﬁasal Eﬂ!ﬂ{% of §§2§§hﬁlﬁs£
Activities at Corporation Meetings, 1755, p. 2
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/N “Westinghouse Corporation which began this practice a few years

‘ago. This company has held its annual meetings in Pittsburg, é

‘Philadelphia, Bloomfield, New Jersey, Buffalo, and Columbus,

§0hio. Other companies that are now rotating their annual

meetings are: International Telephone & Telegraph, Aveo Cor- ;

poration, Rochester Gas & Electric Company, Jones & Laughlin
Steel Company, and the Southern Gonpany.13
The regional meeting which was originated by General Mills

éin 1939 is becoming increasingly popular. General Mills be-

lieved that since most stockholders could not attend the
annual meeting, the company should bring the meeting to the
stockholders; thus the company began to hold regionel noetinga;
;in many cities throughout the eountry in 1939. General Mills
held seven rezicnal meetings in seven different cities in
1939 and eight each in 1940 and 1941, The meetings were _
suspended during World War Il, but resumed again after the Harf
on an even year basis. i
General Mills spends much time and money in making these
regional meetings a success. The following is what Sidney
Belf of the Wall Street Jourpal says about General Mills'
iegionala:lh

One of the most notable jobs of handling annual meetings
is being done by General Mills. The company's home town

T R

13 Lewis Gilbert, Filteenth A Eepors of Stoskholder
- Agtiyities n'ﬁaxmm%&a. 95hy Pv 2
4 Gilvert, Dividends and Demooracy, p. 202
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is Minneapolis and though there are many stockholders
there, it is difficult for stockholders to get to
Minneapolis from other parts of the country. So the
mountain comes to Mahomet.

General Mills holds a series of regional astockholder
meetings every two years. This year they will be held in;
Los Angeles, San Francisco, Chicago, Buffalo, Boston,
Washington, Minneapolis, and New York.

The meetings, attended by hundreds of stockholders,
are practically a road show. This year they include an
animated film called "Mr, Winkle Heturns," featuring a .
modern day Rip Van Winkle who discovers how much the com=.
pany has changed in the last 26 years. A pretty girl
home economist appears dressed as a Brownie to show the
audience the firm's new brownie mix and other products,
There are talks by officers, a question and answer peried,
and refreshments. There is no doubt but that this policy
not only keepa stockholders happy but also helps sell
merchandise,

| Bristol-Myers held its first regional meeting in 1954,
Busses took 400 odd stockholders from New York City to one
éf the company's plants at Hillaside, New Jersey. After a
tour of the plant in which stockholders had an opportunity to .
view their property, they were treated to a frec luncheon dur-
,ing which the officers and directora of the company mingled
with the owners and discussed informally with them the affairs;
of the business. After the luncheon, a question and answer .
period was held.l5

The Beatrice Foods Company has held regional meetings
for quite a few years now. In 1954 this company became one
pf the first companies to hold a regional meeting outside of
ﬁhe United States as it held one in the Hawalian Islandas for

15 Lewis Gilbert, Fifteenth Annual Report of
Activiiies at Corporation Meetinza, 1954, p. 19
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160 stockholders.t®

Besides General Millg, Bristol-Myers, and Beatrice Foods f

other companies that are now holding regional meetings are!
Textron American, Detroit Edison, Consolidated Natural Gas

Company, Middle South Utilities, Cleveland &lectric Illuminate,

ing Company, American Alirlines, Wisconsin Fower and Light,

and the Missouri, Kansas-Texas Railroad.l?

Stockholders Are Xept Fully lonformed

Today the American stockholder is receiving more infore-
ﬁation and receiving it more often than ever before. No loung-
ir is management operating on a principle of locked doors and
shut lips. All corporations give their stockholders annual
reports and most companies distribute quarterly information
to their stockholders which keeps them abreast with financial

trends, important developments, and informs them of the

probable future pattern of the busiress. In addition to these,

& great sumber of corporations distribute post~annual meeting

reports which inform stockholders of what transpired at the
annual meeting. And many compamies send out special news
1ottcrs when something important comes up, such as a labor

strike or a shutdown ¢f a plant.

16 spid. p. 19

17 Lewis Gilbert, Sixteenth Annual 9oL Stockhelder
' Activities at Wmﬂss. pp. 2129
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~ The annual repoft w&iéﬁ”was és;ﬁerly skimpy and sometimes

even unreliable has undergone phenomenal change in the past
ten years. Most annual reports today are informative readable
documents of the vear's results. Management is empioving
ﬁharts, graphs, pictures, and other simplification devices in -
order to get the story across to stockholders and so they will
understand it. Harry A, Bullis, chalrman of General Mills,
said this about his company's reports a short while ago: "Qur .
,General Mills reports have undergone the transition from dry, ;
strictly financial statements to what we hope are modern
readable summaries of the year's work."18 The Fipancial World,
which makes a study of the annual reports of 5,000 corporations
annually and gives a gold trophy to the corporation that J
Assues the most appealing, informative, and simplified annual )
report, stated that each year more and more corporations re=- |
ceive merit awards for their anmnual reports. In 1940 sixteen |
@of the 5,000 corporations received merit while in 1954 this
number increased to 1,895.19

The annual report study conducted by the author of the
?annual reports of twenty-five corporations showed that the
reports of 1955 were much more informative than the reports

;issued prior to the end of World War II, Twenty-two of the

18 Ganfield, op git., Pe 84

19 Weston Smith, "Stockholder Relations Policies in 1,000 '
' Gorporations,” Financial World, (Jamuary 25, 1956), p. 37 !
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froports viere claasifiéd aé-trulj iﬁformative in that they had “
all or most of the following items! the names of directors
and officers, names of subsidiaries, location of plants and
markets, complete financial statements, discussion of earn-
ings, dividends, products, sales or revenue, employee re-
lations, industry trends, expenses, improvements, research
‘aetivities, production, and future plans. Twenty-one of the
twenty-five reports were classified as modern. That is, they :
had at least three of the following: a simplified finanecial |
statement or highlight page, pictures or drawings, graphs or
charts, comparative data, and three or more colors,

The following is a summation of the findings since the
19201s:
| © 1920's  1930's  1950's

Truly informative 7 1l 22

Modern 1 b 21

This gives some idea of the evolution that annual reports'

have undergone since the 1920's.

Management is Educating Stockholders

Management is not only giving stockholders more infor-
mative reports and more information as a whole, but it is
educating stockholders today--about the following:

1~ Importance of employees.

2~ Need for high calibre managerial talent.

3- Importance of advertising and other promotional effort#

4~ Need for retaining some of the earnings in the

——b -
=
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7busiheas.

5« And educating stockholders to be more useful members
of the gorporation,

With regard to the first three! employees, manageument,
fand advertising, they represent a large expense to a firm and
?many times stockholders do not see the importance of them,
;For this reason, management is educating stockholders of the
‘importance of employess, of having good managerial talent,
-and of sdvertising and other promotional eff{orts.

; Management is going to great lengths today to snow the
.stockholder that the employes is important in the operations
of a company &nd that it is ilmportant the worker be paid a
‘good wage 80 that he will continue to produce at a high level
of efficiency. A section of the 1955 annual report of General
;Foods had this theme: "Behind the GF Figures Are People.” The
management said:

The keystone of General Foods personnel policies and

practices is the premise that ?owth is com:inﬁnt largly:

on the development of the people who are GF, eir group
loyalty, diligence, and enthusiasm are necessary ingree
dients of its succeas, Thus in fiscal 1955, as in pre-
vious years, General Foods continued to base its
peraonnel policies ard practices on its acknowledgzed re-
sponsibilities to the individual employee~~both to pro-
vide him with right wo conditions and fair
remuneration and to help him grow with G¥, Froper em-
ployee spirit, GF sanagement knows, is just as essential
to successful operation as the right machines and ade-
equate buildings.

Approximately 50% of the companiss in the questionmaire
‘suryey stated that they are now discussing the importance of

ftha employee with the stockholder,

©



| Hany‘cdrporatibnéwedﬁcate thQ‘stockholder of the impor-
;tance of paylng directors, officers, and other executives good%
é@molumentg They emphasize that because there is a limited
émumbcr of high quality executives, it is important that the
?presant staff be paid well so that executives will stay with
‘the firm and meintain their incentive. The following is what

Alfred P, Sloan, chairman of General Motors, told atockholdera

4n one of the company's annual reporta:20

Reference has been made already to the need for the _
talent of the highest quality available, There will al-
ways be a limited number who can qualify at the top. The
demand for that limited number is always in excess of the
supply. The standards demanded for the future will be
higher than ever before. To encourage individuals to a
1life service with any organisation requires an expanding
field for accomplishment and an opportunity for economic
advancement as Welleicesanossans

This dlscussion provides an opportunity to restate
what has been said to the stockholders many times in many
different ways, namely, that the cost to the business of
maintaining the highest available standards of managerial
talent is relatively inconsequential. What such talent
may oreate in terms of more Jjob opportunities, better
product values, and additional profits is more important.
The penalty of any different approach might well involve
and in fact must eventually bring into queation, the
effectiveness of the whole administrative atructure of
the buslness.

| Another lesson that an inereasingz number of companics are
étrying to get across to astockholders today 1s the essentiality
iof spending money on advertising and other promotional efforts,
éﬂany times stockholders do not understand the importance of

zthis expense and they think it cuts earnings. Management, on

??0 The 1946 annual report of the company.
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?1ngs. The foliowing is what the stockholders of Lehn & Fink
iProducts were told in one of the company's annual reports:<lt

Trademarks and goodwill are more than assets in Lehn &

" *thé Sther hand, tries to show that advertising increases earn-

Firk's balance sheet. The stepping stone to greater con..;i

sumer acceptance and sustained and inereased sales, they .
are influenced to a greater degree by the company's
advertising and promotional efforts.

Philip Mor:is told its stockholders in 1.5351"22

Our advertising has continued truthful, strong, ard hard-'

hitting and provides both a stimulis and an aid to our
salesmen and distributors in preasenting our products to

the favorable notice of more and more gmokers. Our shows:

on radio and TV are selected primarily for their enter-

tainment value, but at the same time they are planned to ,

provide varied opportunitioa to many people throughout

the country. The response of these vast audiences 0

our sales messages was reflected in the year's results.
. The questionnaire survey shows that thirty-seven of the
§;09 corporations or 33% are pointing out the importance of
;hdvertising and other promotional efforts.
l Management is also educating stockholders of the impor-
Etanco of retaining a substanial part of the earnings in the
ébuainoss. This is s0 stockholders won't complain that not

enough of the earnings have been paid in dividends. Seventy-

five of the 109 corporations in the gquestionnaire survey stat-l

%bd that they are discussing the essentiality of retaining a

iiarge portion of the profits in the business, The following is

@1 The 1955 anrual report of the company.
22 The 1951 annual report of the company.

i
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?how American Viscose Corporation discussed the matter in ohe

of its annual report :?3

j Unless a corporation like American Viscose requiring a

large investment in plant and equipment and earnings
greatly in excess of prewar years and retains a sub-
stanial part of such earnings in the business, it will

| not have the funds to replace or to modernize plant and '

i equipnent as it becomes neceasary to do so.

Today, management realiszes that a company's stockholdersé

1in most cases, represents & large group of individuals which
éif educated to be salesmen and ambassadors of a firm can in-
‘ecrease sales substantially and can help support the political?

iaims of an enterprise.

Most industrial companies and many publie service com-

ﬁpaniea, such as airlines and railroads are eduecating their
‘stockholders of the importance of using and recommending the

ﬁeonpany's service or products in that when they buy or rece

ﬁommend the company's goods,they are in truth helping them-
iselves. ?
: Lehn & Fink products saild this in its 1955 annuzal report:a
j""Ozum more we ask you to use in your home, the products we j
;Fanufacture and get your friends to use them."

The following is what Philip Morris told stockholders in |

Philip Morris cigarettes are our company's principal

|

pne of its annual raports:?“

!

] product. Amongst the other brands manufactured by it
d

?3 Derived from the 1947 annual report of the company.
?h The 1945 annual report of the company.
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@ The realization that stockholders can increase company
fsales~tw one of the main reasons why most corporations put

i 80 much product material in annual reports and why an in-

‘%

‘Tobaeco, Colgate~Palmolive, Brown Shoe Company, Hershey

125 hat yeqkholders Sav Stogiholder-Managenent fielat-
| iong, OUpinion Research Corporation, November 1951, p. 60

are Marlboro Cigarattes, angliah Oval Gigarettes, and
Revelation and Bond Street Smoking Tobaecos. Your ,
support of these products is solicited both on the basis-
of their intrinsic merit and because your help in this
way constitutes a valuable aid to the continued growth
of the business.

@ In the back page of Hershey Chocolate Corporation's 1946;

ﬁannual report is a sketch of a boy and girl eating a Hershey ;

gchocolate bar and at the bottom it sayst "Cur stockholders,

gas indlviduals can greatly advance the company's interest andé

5their own by using Hershey's Products in their homes and
E
1recommending them to others."

A study made by the Opinion Research Corporation in 1951i

iof 250 representative corporations showed that 65% of the

=companies were urging their stockholders to help increase é
isales by buying and recommending the products of the com-

| pany.?5

;creasing number of companies are making special offers or E

1 sending samples of their products today., Some of the com- 1

ipanies that are making special offers or sendins samples aret’

iUnited States finvelope Company, Ruberoid Company, American
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ﬁchoeolatt, Norwhich Pharmaeal, Otneral reeﬂgg ﬂtneral Hills.
ﬁand the Borden Company. The last three have been doing this
gror Years.

ﬁ

;graup of stockholders can influence public opinion and nake

iand more corporations are educating their stockholders of thef

jinportance and benefits of the free enterprise system and of )

ﬁport favorable leglslation and help combat unfavorable leg-

fhave devoted sections of their anmnual reports to the impor=

itancc of free enterprise and our way of life. f

f
qprofits tax that corporations had to pay to the CGovernment

Management has also awakened to the fact that a large

ﬁthomaelvaa heard in the political arena, Thus, today, more

%spceifie political issues. It is believed that when stock~ |
jholdera understand the importance of free enterprise and the f

ibontfits derived therefrom, they will be more likely to sup- E

Eislation. Standard Oil of New Jersey, General Motors, the

éBordon Company, and Distillers Corporation-Seagrams Limited j

Prior to 1954, it was felt by management that the excise

éﬁl! exorbitant, Many companies went to great lengths to snaw
gthc stockholder that the high taxes decreased earnings and '
;thcreby resulted in smaller dividends., Some companies
}aetualky asked stogkholders to write to their congressmen
Eaaking the latter to see what they could do about a tax re-
éduction. The following is what the Borden Company told atocké

|

Tholders in its 1951 report: i




the country's goods and services at a fair price, to
employ people at a falr wage, and to use the sav{r

has recently been enlarged to include the financing of
Government activities as a fourth function. It is

b questionnable whether business, in carrying this in-

f creasingly heavy tax burden, can effectively discharge
its primary responsibilities,

economy must be viewed clearly and coldly, with hard

as the individual loses his incentive t.o further effort
and accomplishment and to provide for his own future,
From an economic standpoint Erofits have an urgsnt
importance in aparking industria progress. Quite
apart from the fact that institutions and individuals
rely upon them for dividends, profits are needed to
finance replacements and modernization of plants and
equipment to enable a company to operate efficiently.
A tax-crippled or profit-restricted business community

f to an ever-improxing standard of living.

Here the management showed the stockholders how taxes
ginterfare with the profit motiye which is one of the pillars
@of the free enterprise system. Although the management did
|not ask stockholders to write to their congressmen, it
’brouvht to light that something should be done, and it armed
@the stockholders with the facts that they could use in in-

i
gfluencing public opinion.

Eport te the importance of economic¢ incentive and showed how

ﬁhigh taxes discourage this, The manazement added: "It is

'chain around its necks It is accepted that the existing tax E

;strueture is a monstrosity., As such it is entirely

71
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thrifty Americans at a fair return. This responsib;lihy

Profits are important--Profits, and their role in the_

thinking and without emotion, When the profit motive 1s'
discouraged or repudiat.edi the national character sufferd
8

°F
'

cannot proparly serve an expanding country that aspires !

: General Motors devoted a section of its 1947 annual re- ?

!said that the free enterprise system cannot operate with this

]
i
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ﬁof specific issues pertaining to a given industry or company.

linadequate to meet the problems of modern enterprise. Some-

;thing must be done if we really want the aystem to work,”

Not only does management educate stockholders of things

A

ithat affect the free enterprise system as a whole, but also

i
N

Far example, in the 1955 annual report of the New York Cen=
trul Railway, Robert E. Young, chairman of the Central, in hiq
lettar told stockholders of the gorry positien railroads are |

;1n today in that they must pay high taxes and conform to

jstriet government regulations while their gompetitora, such

I
‘aa the alrlines and motor transportation face no such strict

gregulation. The result is that earnings are down and in many=

?eaaes old worn-out railroad equipwment, which is so vitally

‘needed, cannot be procured without putting the railroads in

further debt. He ended his letter by urging all stockholders;

A

fte help the situation by telling the railroad story to all

Eét;hosc with whom they come in contact,

Ewhieh has educated stockholders of specific political issues
éand has engaged its stockholders' support, When the company
‘wanted & rate change, it got its owners support through a
;stoekholder gonmittee which went out and marshalled support
:for a rate change. The committee has also helped to promote

“the sale of new security issues.

126 gpid. pe bb

The Wisconsin Fower & Light Company is another company

26
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Before dispensing with this diseuasion oh educa?ion, it =
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'is interesting to polnt out the lessons that General Mills
; | '

ﬂtrya to get across to stockholders, The company tells its

;stookholdars:27

1- To get to know the company, its products, its mane
agement, and its potentialities,

; 2- To take a keen interest specifically and have an in- |
i terest in business, :

; 3« To buy the goods made by the company and insist on
getting them.

b= To urge others to buy them and thus contribute to thej
ecompany's success, i

f 5= To protect the company from impairments to service, i
; smployment, and profits arising from the adverse
influence of political action.

. f 6« To act as partner, friend, lawyer, salesman, adver-
M i tising and pronntional representative, and prector
? and counselor to management and labor,

/ 7= In short, to get behind the company morally, spirite
: ually, as well as financially.

f Since the end of World War II, management's attitude
Etowlrd the stockholder has undergone great change. Formerly |
jnanagement showed little interest in the stoeckholder and saw

.no use for him, But today management is maintaining a

1

‘eloser relationship with the stockholder, giving him more

| information, educating him, and is making a real effort to

ﬂ27 James F, Bell, "Stockholders As Working Fartners,” Printe 5
| ers' lpk, (January 3, 1942), p. 18 )
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éeapture his loyalty and his interest.
” Why this increased concern for the stockholder? The

gquostionnaire survey provides the answer to this. 92 of the |
£109 corporations stated that they are taking a greater in- '

fterest in the stockholder today and most of the companies gave

1

ione or more of the following reasons:

1~ Stockholders are an important source of capital when
additional funds are needed.

2- They can increase company sales by buying and ree-
ommending company products.

3- Stockholders can help support the political aims of
the corporation. That is, supporting favorabvle leg- -
islation and combatting unfavorable legislation. E

L= A happy and satisfied stockholder is likely to rec-
ommend the company as an investment to others,

5« A satisfied stockholder is less likely to criticize
company policies and practices and is more likely to @
be loyal to the management. i

The following are the answers given by some specific
Hcorporationa:

A utility's ability to attract equity capital for ex-
pansion purposes is greatly enhanced if a sound share-
owner relations program is in effect.

Cleveland Electyic Illuminating Company,5

90,000 stockholders represent & very important publie
that can be helpful in many ways--such as getting new
businesa, support for legislation to end unfalr gov-
ernment regulation and more freedom to compete for
available business.

Chesapeake & Ohio Railway

As a publiec utility the company is continually ir need
of funds for expansion and satisfied stockholders will

ty
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be more interested in purchasing new aecuritiea.
Laclede Gas Company
Future progress of the company will undoubtedly be _
dependent on the acquisition of new capital, some of '
which will probably be obtained from present stockholuer&
Scovill Manufacturing Company
There is a general trend toward giving the stockholder
more information about his company. We believe they
are entitled to such information., A4lso, we realige that '
stockholders are in a position to promote sales of our
products,
Motor Wheel Corporation
Greater cognition of the importance and usefullness of .
stockholders by corporate management as the ownership of
corporations becomes more widly held. :
General Foods

The following question was asked the 109 corporations:

;"What are your eompany's objectives in atockholder relations.f
;Thia question was asked in order to find out what these com- E
Epanies hope to gain from the relationship. The following areé
ftho answers presented in order of frequency: |

1= To get stockholders to maintain an active interest in
the firm, .

2« Getting stockholders to maintain their investment in
the firm and being willing to invest further funds.

3« To get stockholders to consume the gompany's products
and recommend their use.

b= To reduce criticisms of eelpany'policies and prae- :
tices.

5« To win the allegiance and loyalty of stockholders so
as to keep present management in power,

oot b TITIATIITUTT e B e i - 14
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6= To get stockholdera to support the political aims
of the corporation.

) Both the reasons why management is taking a greater in-
iterest and what management hopes to galn from the relation- |
jahip are similiar. From these findings the following con-
éelusion can be drawn: Management is paying the stockholder
Qmore attention and trying to win his loyalty and interest
:becausez
éla The stockholder publiec is a large public and one that can
8 be useful to a corporation--in the following ways:
(a) By maintaining their investment in the firm and being
willing to invest further funds when new equity cap-
ital i3 needed.

(b) Stockholders can increase company sales by using and
boosting the company's products,

(¢} They can recommend the firm as an investment to othersg

(d) Stockholders can help support the company in the
political arena.

2 Loyal stockholders are less likely to criticize company
policies and practices and make trouble {or management,
This is of no small significance, Management realizes to-
day that when stockholders are influenced, they can be a |
powerful force. This is shown by the increased number of i
proxy fights that have taken place in recent years in |
which small stockholders have been called on to cast the
deciding votes. Some of the companies in which proxy

fights have taken place in recent years are:!: New Haven

Railroad, Montgomery Ward, Decca Kecords, New York
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} Many corporations are actively trying to increase the

2% Gilvert, Dividends and Demooragy, e il

Gentral American Woolen, Lehigh Valley Coal Canpany, Evar-

_sharp Ragor, Fairchild Engine and Airplane, Twentieth Centuryd
?Fox, and the Minneapolis & St. Louis Railway. =8

ﬁnumbcr of their stockholders today. Since 1946, for example, |

a large number of corporations have split up their stock in

forder to get more stockholders on the books, HMNore and more
- gorporations are advertising their dividends and annual re-

éports 80 as to interest potential investors in the firm.

The questionnaire survey shows that fiftyefive or fifty=.

‘one per cent of the firms are actively trying to increase thej
;number of their stockholders today. The typical reasons :

%givon are:

1~ The more stockholders a company has the greater the
number of people to support the c¢ompany. That is,
finaneially, politically, and sales wise,

2« A large number of stockholders makes the company
better known and gives it more prestige,

3= The greater the number of stockholders the greater
the assurance that the free enterprise system will
remain in tact,

The following are some typical comments!

o A -+ A g vihps gl
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Because more people will then be interested in the
company's affairs and in purchasing its products. It is
also desirable to have a broad ownership base when y
equity finaneimg 1s conducted.

Philips Petroleum Corporation

The broader the ownership, the more prospective users
of our products there wili be,

Hershey Chocolate Corporation

The greater number of shareholders, the more people 5
talking Monareh, and more extended interest in our prode:
ucts., Also, we welcome and appreclate the additional
responsibility of management with an increased number

of shareholders.

Monarch Machine Tool Company

A broad base of corporate ownership aids the free enter-.
prise system, ”

Armeo Steel

() T1 Because in our opinion, it 1s the corporate stockholder :
: who will play an important role in combatting communism -

and helping to preserve our way of life.
An industrial enterprise (a)
Thus management not only realises that & large group of }
 atoekho1ders can be a valuable asset of a company, but it |
ialso realizes that the greater the number of beople that have
;a stake in the free enterprise system the greater the |

‘asggurance that the free enterprise system will survive.

i(a) The company requested that its name be withheld.

N
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CHAPTER VI
SUMMAKY OF THE STUDY AND FUTUKE OUTLOUK

sSussary of Lhe Study

The American stockholders represent one of the most ime

:portant groups of people. Theass people supply the capital

4.

éuhieh is needed for tools, equipment, and other expansional

fusos and who assume the risk., It is the stockholders' money -

éwhieh has helped spark the growth of our economy. The growthf

‘of our entire esconomy always has and always will be depend-

ent upon the willingness of these people to channel their

financial resources into it,

As corporate owners, stockholders want a fair return on

;3h01r investments from the enterprises in which they have

sfimrem;eao:l their wealth and their savings. But dividends are
?not enough to satisfy the average stockholder. The average

atockholder wants attention paid to him from his management

Eﬁe wants to be fully informed so that he can get to know his

i#anpany. its management, its character, its products, its

principles and policies. Yet, until the last decade, stock-
holders, for the most part, were neglected.

| During the 1920's and early 1930's management paid the
@toakholder little attention, sew no use for him, and abro-

@atad some of his basic rights. Most corporations considered

and a sense of belonging that comes from a close rslationahip;é

13
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;tho stockholder only te the extent of sending him an annual

@rsport, notice of the annual meeting, which is required by
ilaw, and the dividend check.
é Most corporations resembled seéret conspiracies in that
mhoy divulged little information eoncerning their financial
;mositions, operations, products, or future plans. In most
E%asos, the only source of information from the company was thqé
‘ﬁanual report., This was usually a curt document and sometima@%
uven evasive, ¥
A great number of corporations refrained from giving the :
atockholder adequate information because they feared the ine ;
atormation would get to competitors and give the latter an %
Ve %}dvantage thereby. Other companies did not give the stock-
holder adequate information because the average stockholder
ﬁoes not understand the problems of management. 3Still others f
%crc of the opinion that stockholders are not interested in :
ihoir company 30 long as they receive regular dividends and
#horeforo should not be informed. ;
l In 1933 Congress passed the Federal Securities Act which :
}equires corporations to make full diaclosure of their affairs§
?hon selling new securities teo the general publie. !
: The following year, 1934, the Securities Exchange Act
ﬁaa passed by Congress. The Act makes it obligatory for
§onpuniel whose stocks are listed on national security ex-

$hanges to make full disclosure of their affairs periodically .
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both to the Securities and kxchange Gommiésion and the ex—

achanse concernad. The Act also requires listed companies to
fgive more information direcetly to their stoekholders.

The Federal acts had a profound effeoct on management in
ftwe ways, First, management realized that stockholders are
%the owners and as such are entitled to adequate information
jportaining to their company's affaeirs. Second, management

irealiled that there was no longer any use in keeping its

?affairs a secret because competitors could find out anyhow,

é In the years following the enactment of Federal leg-

‘ialation up to World War 11, management issued more infor-

o

1

mntion. In moat cases, the annual reports of tnis period wnrq

%mnre informative than the annual reports issued prior to and

;
i
H

;during the depression. However, management was still not as f

;yet utiliszing graphs, charts, and other simplification de.

vicoa to bring to life the figures on the financial statementq

for the benefit of the stockholder who could net understand

‘complieatcd financial data. Thus in the years following

;Fsdernl legislation up to World War Il, management made more f

!

i

“information available to the stoeckholder, but the former did

Lnot seem TO care as to whether or not the stockholder could

understand it,

dince the end of World War 11, there has been an appre-~ ﬂ

;eiable change 1in management's attitude toward the stockholderﬁ

“In the past ten years management has become stockholder

relations conseious, More and more corporations are making

i
3




&

‘;a veritable effort te capture the st-ockholder s loya1£

gintorest.

ﬁholdcr, giving him more information, and giving it more often

Management 1s maintaining c¢loser contact with the stock-@

i

than ever before. And management is simplifying the infor- :
mtion for the benefit of thoae stockholders who cannot fathoxﬁ

ﬁeonplicated financial data.

Today most corporations want their stockholders to know

jhew the latter's money is being used. They want their stock—£

~holders to know the company, its management, its character,

iits principles and policies. This is because when stock~

farm's length, but it wants stockholders to take an active

holders know their company, its aims, what it is doing and :
why, they are more likely to be allegiant to their managementa

No longer does management want stockholders to stay at :

T
"

'interest in the firm and support it in every possible way.

Horo and more companies are educating their stockholders to bq

salesmcn and goodwill ambassadors of the firm. This is be-

geauae management has awakened to the fact that it has overw

i

looked one of its richest relationship aources, @
: It must be recognised that this increased interest in thd
stookholder by management has in turn stimulated the stock- ﬁ

rholder to take a greater interest in the company. For exnmpld,

Eationa for improving the company products and faeilities.

iﬁhny of these suggestions have proved valuabie to their

noro and more stockholders send in suggestions or recommend- ;




83

| There are three¢ reasons why management is taking a great{
}cr interest in the stockholder, giving him more information, i
ﬂoducnting him, and making a veritable attempt to capture his f
hloyalty and his interest, The first is the widespread com- %
;pctition for investment funds which has been brought about by
Qour nation's vast industrial expansion. Second, the cognitioq
ithat a large group of stoeckholders can be a valuable asset ofé
‘the firm in that they can dbe instrumental in increasing saleaé
fproviding squity capital, supporting the political aima”of~an?nwﬂ_/
;firm, and recommending a company &s an investment to others,
;rhird. the inereased number of proxy fights that have taken
ipl;eo in recent years has made management realise that it ;

m must cohstantly have the stockholder's loyalty and support 1£f

‘it wants to stay in power,

Ihe Eutuxrs of Stockholdexr iglations

‘ wWhat does the future hold for stockholder relations? :
;&11 indications are that managnnint will continue to show an E
?over increasing interest in the stockholder and continue to
‘take the stockholder into its confidence.

In the future, management will continue to increase

‘eontact with the stockholder by increasing the flow of com-
i%mnnicacions. It can also be expecoted that in the future more:
fand more corporations will grant their stockholders pre~emp-

éétive rights when selling new stock as they realisze that this E
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fto triple its annual investment rate if it is going to help
findustry meet its expansion goals for 1965. Thias alone sug~
‘gests that in the future management will be out. to fancy the

{stockholder all the more.

nothod of financing 18 not only less exponsive buz that it isﬁ
ian excellent way of building profitable stockholder relationse

Management realizes today that personal contact is one

iof the best means of gaining the ine¢reased loyalty and goode

%will of a group. 3Since most stockholders cannot attend the

ﬁannual meeting because of the great distances they must
Etravcl, it can be expected that in the future more and more |
écorporations will hold regional meetings and/or rotate their |
?nnnual meetings so as to give more owners an opportunity to
meet their management as well as an opportunity teo participati
?in company affairs. It can also be expected in the future ;
%that an increasing number of companies will provide transporuﬁ
?tatien for stockholders to the annual meeting and provide :

;froo luncheon at the meeting as well.

Keith Funston, president of the New York Stock Exehange,g

;said that American Industry will need 60 billion deollars to E
;finance its expansion goals for 1965. Of this total, 30 f
ébillion will come from institutional investors and 30 billionf
%muat come from private investors. The American public inveatﬁ

¥on the average one billion dollars annually; thus it will hav&

L I
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f APPENDIX I |
| THis QUESTIONNAIRE SUKVEY

| This survey was conducted in order to trace the stock-
Eholder relations policies and practices of a number of cor-
Fporations since the 1920's. The survey was to be & repre-

gaennative, random sample of publie utilities, railroads, and

?industrial enterprises. The only source available where the
icenplote universe 1s given, so that a random sanple can be

?made, is the Standard & Poor's corporation manuals. From the

six manuals, the author listed all the public utility, reil-
Eroad, and industrial enterprises incorporated before 1925

|
excluding subsidiary and affiliate companies. The total E

number of companies listed amounted to 2,005 and this figure

fwas divided by 225 the number of corporations to which a

Equestiennairo would be sent. The result was that every eighth

jcoapany on the list was selected for the sample.

? The questionnaire accompanied by a letter was sent to

%the 225 corporations on May 1, 1956. By the 30th of May,
honly sixty-two of the companies had returned the questionnaire.
On June 5th a follow-up letter and gquestionnaire were sent to
seventy-five of the companies that had not yet replied. For-!

i

@tywseven of these companies returned the questionnaire by
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gJuly 19th. é
é Thus out of 225 gorporations, 109 or 4% of the firms ;
ireturned the questionnaire. The 116 eompanies that did not |
ido 80 had no doudbt one or many reasons: tUthe questionnaire !
/would take too much time to answer, it could be interpreted
Eaa an intrusion on corporate privacy, it asked questions that |
fwould have to be answered in the negative. HMany of the com-
Spanies that did return the questionnaire requested their !
Ennmcs be kept confidential in ¢onnection with the infcrmation%
éand that the information be used only for consolidated sum- j
ﬁmaries.
N
i
|
f |
i !
i
| !
a
|
|
i @



The @ i .

i
1~ What are your company's objeetives in stockholder relation

{A) Getting stockholders to maintain an active ine
terest in the firm,

(B) Getting stockholders to maintain their invest-
ment in the firm and being willing to invest
further funds,

i {C) To reduce eriticisms of company policies and
; practices by stockholders.

- (D) To win the allegiance and loyalty of stock~
| holders so as to keep present management in
i pOwWer,

| (&) To get stockholders to consume the gompany's
products and recommend their uss,

i {F) Getting stockholders to support the political
; aims of the corporation.

{G) OTHERS (Explain)

B

?2- In w?at year did your company issue its first annual re-
i port

3= gaa youg company ever failed to issue an annual report?
1] NO

ib= (IF YES) In what period? 1920's__ 1930's__ 1940's __
| 1950's___

5= In what year did your company hold its first annual
; meeting?

éﬁ- Has your company ever failed to hold an annual meeting?
| Yes No___

7~ (IF YES) In what period? 1920's__ 1930's__ 1940's__ 1950's

%8- Does your company hold regional meetings? Yes No

!

:
|
i
|
|
i
I
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9-

110~

l1l-

112

(13w

Ly

| 15‘-

116~
7=
18-

(IF YkS) When did your company begin this practice?
1920's 1930's 1940's 1950's____

Does your company encourage its stockholders to send in
suggestions and recommendations for improving the

company's products, facilities, etc? Yes____ No___ |
E
(IF YES) Approximately when was this practice inaugurated?
1920's 930's__ 1940's____ 1950's____

Has your company ever made use of a stockholder's sug-
gestion or regommendation for improving the company's
produets, facilities, ete? Yes No

Has your company conducted any surveys concerning the
nature and charscteristics of its stockholders and/er
surveys relating to stockholders' interests and desires?
(This alse includes surveys conducted by independent
research organisations for your company¥ Yes __ No____

(IF Y43) In what period? 1920's 1930's___ 1940ts__

1950's___

Would you say that the typical stockholder in your com-
pany is:

a-very much interested in his company
b-fairly interested in his ¢ompany

¢~has little interest in his company
d«is not at all interested in his co.

1]

Does your company advertise its dividends? Yes___ No

Does your company advertige its annual reports? Yes No__

2pproximatcly how many stockholders did your company havel
n: ]
q

1925 i

1935 |

1945 f

1955 |

Did the number of stockholders in your company increase
or decrease during the depression?
Incresase Decrease
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20«

21-

22«

23~

Do you think it is to the company's advantage to have

its employees own stock in the company? VYes No !
(IF Y&8) Why? |
(IF NO) Why?

Check whether or not your company sends the following
material to its stockholders, and state the approximate
year they wers first issued?

A- Dividend enclosures. Yes_  No__ Year |

B~ Quart«:rly reports. !eq;_ No__ Year

G- Special stockholder news letters. Yes _ No__ Year_

D« Notice of the annual meeting. Yes _ No__ Year _ i
E- Letter of welcome. Yes__ No__ Year_ _ ;
F« Letter of regret when a stock- | é
holder sells his stock. Yes__ No__ Year *
G- Basie report. Yes__ No___ Year
H- Company house organ. Yes__ No__ Year _
I~ Report of what transpired at the
annual meeting. Yes__ No__ Year
J« Stockholder magasines. Yes__ No__ Year

K- 3pecial offers to stockholders. Yes__ No__ Year
L~ Samples of company products. Yes__ No__ Year

M~ Does your company hold open
houses or plant tours as part of
the annual meeting or otherwise? Yes _ No__ Year _




| 2= Does your company have a stock ownership plan for its
employees? Yes No_

2§~ (IF YES) When was this plan insugurated?
17 1920's___ 1930"s__ 1940's___ 1950's_

26~ Is your company actively trying to increase the number of
; its stockholders? Yes___ No_

| 27~ (IF YES) Why?
|28+ (IF NO) Why?

F29~ Would you say that your company is taking a greater ine
terest in its stockholders than it did in the 1920's and
1930's? Yes___ No___

30~ (IF YE3) Can you give me some of the reasons why your |
company is taking a greater interest in its stockholders?;

;31- Check the six or seven major items about which your com- ;
| pany especially wants the stockholders to be informed at |
the present time,

{A) The company's products--their uses and ap-
plications.

(B) Industry trends. -
{C) The need for spending money on research, —
(D) heseareh activities. —
(E) The nesd for promotional literature such

a3 advertisements of the company's prod-
ucts etc.
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(F)
(G)

(H)
(1)
(J)
()

(L)

32« Who

(ieneral economie¢ conditions.

The need for retaining somo of the profits
in the business.

Importance of employees.

The free enterprise system and specific

political issues regarding the company.

The financial facts of the company such

as sales, profits, expenases, etc. —
Hesponsibilities to the company as

stockholders.

Relations with the government.

handles stockholder relations in your company?
Secretary
Public Kelations Department
Financlal Stockholder Relationa Staff

{Other) Explain.
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'reports of the 1920

The First Letter

81 Cumerford Street
Providence 9, Khode Island
May 14, 1956

‘Mr. J«B. Donahue, Secretary

3elby Shoe Company

| Porthmouth, Ohie

iDcar Mr, Donahue:

I am & graduate student at Boston University School of
Public kelations and Communications now working on wmy thesis
which is on the subject of stockholder relations. In this
thesis I am trying to show the change that has taken place
in management's relationship with stockholders since the
1920's, That is, today management is taking a greater in«

terest in its stockholders and giving them more information

than 1t did twenty or thirty years ago.
Much of my thesis will be based on the findings of &

survey of 225 corporations. The companies have been carefully
| selected to glve a representative sample of public utilities,

railroads, and industrial enterprises, Your company is one

lof the companies that has been selected in order to make my
|sample & truly representative one.

I would appreciate it if you would be kind enough to

'answer the questionnaire that I have submitted to you. Your

answers will play a very important role in the formation of

ithe conclusions of this study.

I would also agpreciatc your sending me & few annual
s, 1930's, 1940's, and 1950's &long with
any other material that you send to stockholders,

Yours very truly,

J. Robert Margadonna

i
|




Zhe Follow-up Letter

| 81 Cumerford Street
P Providence 9, Rhode Island
June 4, 1956

iﬂias. Ines Cox, Secretary
i Southern Utah Power Company
Cedar City, Utah

Dear Miss, Cox:

; I am writing in reference to a questionnaire sent you
last month which pertains to stockholder relations. Because
no answer has been received, I have the feeling that it may
have been lost.

‘ Therefors, another questionnaire is enclosed which I
|would greatly appreciate your anaswering, or those questions
rthat gan be answered most easily.

i

i I would also appreciate your sending me a few annual

i reports.

Yours very truly;

I J. Robert Margadonna
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Seone Replies

Ihe Baltimere & Ohio Railread Company
?ﬁoar My. Margadonna:

'cnclesing, among other things, a quite comprehensive
questionnaire. In agcordance with the request contained in

ing you under separate ¢over copies of the Company's annual
fregoggs for the years 1920, 1925, 1930, 1935, 1940, 1950,
an 55. :

3 Now with respect to the questiomnaire. We do not feal
that we can assume the burden of undertaking to answer such
& comprehensive questionnaire, At the last annual meeting
of the atockholders of the Company, there was represented
either in personm or by proxy something in excess of 90% of
the Company's outstanding capitel stock, which would appear
to indicate that the Company's relations with its stock-
tholders are quite satisfactory.

E‘ A large Fublic Vtdliey witn 23.000 Stogkholders

|Dear Mr. Margadonna?
i

‘eompleted questionnaire on which you asked for information
ieoncerning our Company.

i
Hi

iinformation is furnished you solely for your usoi and we

;uould appreciate your treating 1t as confidentia

i

I

i have received your letters of April 30th and June 4th

the last paragraph of your letter of April 30th, we are send-

In response to your request of May li4th, enclosed is the |

1 Also enclosed are copies of some of our Annual Keports,
'where avallable, together with copies of recent Prospectuses.

] We appreciate your interest in our Company, and we send
tyou our best wishes in the preparation of vour thesis. This
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A large Industrisl Company with 17,850 Stockholders

IDear Mr, Margadonnai

We are enelosing published financial reports for the
year ended October 31, 1940 and October 31, 1955, Also
returned herewith is your questionnaire reiating to stocke
holder relations which we have filled out to the extent that
we did not have to do much research ourselves to answer the

ians\urs that they will be of some value to you,

{ We ask that the information be kept sonfidential and
jused only for consolidated summaries,

!
f Armgo Steel Cornoration

IDear Mr, Margadonna ?

‘ It was a pleasure to have received your letter and sure
ivey form requesting information on our sharsholder relatiens,

i We have completed the form to the best of our ability
iand it is enclosed, We are also ineluding several annual

reports and a few current samples of the Armeo "Shareholders'
Digest." '

% We hope that you will find this material useful and if

jwe may be of any further service please don't hesitate to
icall on us.

!

4 standard Rallway Equipment Manufacturing Comipany

ibear Mr, Margadonna:
i In reply to your letter of May 14, 1956 addressed to

+ LeSs Larson of this Company, I am returning the completed
questionnaire which was forwarded with that letter.
|

; Also included are copies of several annual reports to-
‘gethcr with other representative atockholder communications.

E In the event that vou prepare a summary of the answers

questions, We believe there is sufficient information in our

i
!
i

1
I
|




Ereuoivcd to your questionnaire, we would appreciate receiving
8 COPY.

{

Bethlehem Steel Gorporation

Dear Mr, Margadonnai

I acknowledge receipt of your letter of the first inst.

i Your questionnaire is rather c¢omprehensive and many of |

|the questions would require some explanation., I am sorry

I cannot take the time to answer it. I am, however, sending |
{ou & sample of our Annual Reports as requested and the E
atest copy of the Bethlehem Review which was mailed to all |
enployees and stockholders, |

i
iDoar Mr, Margadonna:

} I am returning your questionnaire on stockholder rela-
tions whieh I have found to be most interesting. It seems
that a good many companies are now devoting more attention to
the type of information furnished to their stockholders
ithrough annual reports, annual meetings, special mailings,
iand so forth., Unfortunately, our records are not complete
enough to allow us to answer all of your questions, but I
ifeel that the information furnished will be of some value in
Lyour survey.,

) I am also enclosing coples of owr Annual report for the
'years 1942, 1945, 1950, and 1955, Just before World War 1
‘our company began distributing a simple one page raport(bai-
' ance sheet only) to stoeckholders. The 1942 report is typical
10of the reports issued prior to World War I. 1In 1945 we |
‘went to the larger size report copy enclosed, We believe i
'that our 1955 report is ales a departure from previous ones
'in that it contains more information pertaining to company

| operations.,

1 I hope that the information furnished will be of value
'te you in your survey and we are pleased to have had the op- |
Iportunity to participate in what appears to be a most in- |
teresting and constructive venture.
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Ihe Cleveland Blectrig Illuminating Company

Dear Mr, Margadonna:

Thank you for your letter of May 16, 1956 requesting
information about this Company's share owner relations pro-
gram. The completed questionnaire is attached along with
several annual reports and Presidents' Quarterly Reviews
hwhich we send our share owners,

‘ I hope this information will help you to develop your
ithesis on stockholder relations.
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Zhe Gompaniea that Returned the Guestionnaire

1l
2=
3=
&=

Acme Steel Company

Acme Wire Company

Aero Supply Manufacturing Company
Anmerican Machine and Foundry Company.
American Telephone & Telegraph
American Tobaceco Company

Armeo Steel Corporation

Artloom Carpet Company

Atlas Plywood Corporation
Bastian~Blessing Company

Beatrice ¥oods Company

Breese Corporation

Brown Shoe Company

Burroughs Manufaocturing Company

Bush Manufacturing Company

Cambell Soup Company

Catelli Food Preducts Company
Central Illinois Electriec & Gas Company
Chain Belt Company

Chesapeake & Ohio Kailway Conmpan
Chicago & Northwestern Kallroad Company
Chrysler Corporation

Cleveland £lectrie Illuminating Company
Colgate~-Palmolive Corporation

Deere and Company

Detroit Gray & Iron Foundries Company
Dominion Foundries & Steel Ltd.
Doughboy Industries inc.

Zaatern Stainless Steel Company
BEastman Kodak Company

Elgin Watch Gompany

E.J. Brach & Sons

Empire District Electric Gompany
Falconbridge Nickel Mines itd.
Firaestone Tire & Hubber Company
Foote Mineral Company

Fort Wayne Corrugated Paper Company
Gellman Manufacturing Company
General Foods Corporation

General Shoe Corporation

General Steel Castings Corporation
Georgie Paeific Company

Granite City Steel Company

Hershey Chocolate oration

Hooker Electrochemical Company
Hubinger Company

Huttig-Sash and Door Company
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48~
4G
50
51e
52«
53~
Sh-
35=
39
58«

Ow

On
6le
63
bly=
65

81.
gg-
8l
85«
gg-
88-
89«
90-
9l
92=
-
9=
95

Jefferson Llectric Cogpany

J.H. Ashdown Company
Johns-Manville Corporation
Kansag City Power & Light Company
Kendall Refining Company

Kysor Heater Company

lLaclede Gaa Company

l.eece-Neville CGonpany

Lehn & Fink Products Corporation
Loulsville Gas & Kleetric Company
Lunminator-Harrigon Corporation
Kamavox Corporation

Hanning, Maxwell, and Moore Company
MeGraw slectrice &onaany

Mexican Light and Power Company
Minnesota Powar & Light Company
Minneapolis Hon 11 hegulator Corporation
Monarch Machine Tool Company
Motor Wheel Corporation

Naticnal Hotor Bearing Company
New Jorsag Zine Company

New York Central Kallway Company
Norden-Ketay Corporation

Norfolk & Western Hailroad Company
Oklahoma Gas & Eleetrie¢ Company
Oxford Paper Company

Pabeo Products Ines

Plfaudler Company

Phileo Gorporation

Philip Morris & Company

Philips Petroleum Corporation
Plymouth Cordage Company

Rockwell Manufacturing Company
Ruberold Coapany

Scovill Manufacturing Company
Selby Shoe Company

Seven~up Botiling Company

Secott & Fetzer Company

Southern Ralilway Company
Southern Utah Power Company

Standard lailway oquipment Manufacturing Company |

Stratford Pen Compan
Struthers wWells Corporation
Swift & Company

Taylor Instruments Company
Tintie Lead Company
Tokheim Corporation

Trane Company

96~ Twin Coach Company

37

Twin bise Clutch Company




103

98~ United States Envelope Company
99« United £laatic Corporation
100« Union Gas Company of Canada
101~ Vanadium Corporation of America

i 102« Van Camp Sea Feod y
i 103« Virginia Coal & Iron pany
| 104« WeBs Coon Company
! 105~ West Disinfecting Company
i 106« Wiser 0il Company ,
| 107~ Wheeling Steel Corporation |
! 108~ Whitehall Cement Manufacturing Company ‘
% 109- Whitting Corporation
'I
i
|
]
~n
Sy — ﬁ
]
é
|
i i




SHAT ABE YOUl COMPANY'S OBJACTIVAS LN SUOCKHOLDEN iy ATIONS?
They are listed in the order of frequency!

MLMM.&MEMJMWR hRrORT?

| DO YOU GOHDUCT HeGIONAL MusliRG3? |

1= Cetting stoekholdars to maintain an active interest in |
the firm,

2« Getting stockholders to maintain their investment in thﬂ
firm and being willing to invest further funds.

3~ To get stockholders to consume the company's products
and regommend thelr use.

4k~ To reduce eriticisms of company policies and practices |
by atockholders, ;

5« To win the alleglange and loyalty of stockholders so as
to keep Present managenent in power,

6~ To get stockholders to support the political aims of ;
the corporation.

|

|

Yes- 13 No« 94, No Answer~ 2

Thirteen did not send annual reports during the 1920's
Two during the 1930's

One during the 1940's

All of the 109 companies send them now, !

Yes~ 2 Ko~ 107 Ko Answer-~ Q
Both sompanies began doing so in the late 1%,0's
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.. ﬁ e e =
iAQs ITS STQUKHOLUSKS 1O Suli IN 3UGe
[LOK a%ﬂ&'%ﬂi’&.mﬁﬁg‘“ |
‘ g
é Yas~ 44 Noe 62 No Answer- 3
i Seven stated that they have been doing this since
; the 1920's.
| Two since the 1930's, W

Fourteen since the 19#0'5.

Six since the 1950's, |
Fifteen did not state when the practice was atur%od{

F

HAS XOUS COMPANY SVER MADK U3k OF A SIOOKHOLWAK'S SUGOSSTION?
3 Yes~- 53 No~ 42 No Answar- li |

t

i
i
j
!
I
F
i

'

~ HAS YOUR GOMPANT CONDUGTAD ANY SURVAYS OF If

! Yes~ 31 HNo~ 78 No Answer- 0 |
W
i None of the 31 made surveys during the 1920's. :
5 Three conducted surveys during the 1930's, %

Hine during the 19,0's,
Nineteen during the 1950's.

‘ it is interesting to note here that of the twenty-eight ,
gorporations that have made surveys of their stockholders ;
singe 19,0, twenty-four of them have made the surveys since
‘World War iI. | ‘

HE ITXFIGAL STUCKHOLUM 133 ?

: Very wmuch interested in his company say 36 of the

|
|
|
i

! Fairly interested in his firm say 64 of the com-
panies,

|
|
o) ﬂ Has little interest in his firm, 5 of the companies;




Has no interest whataoever say 2 of the fiims,.

2 of the corporations did not anawer the question.

\
!

!QO§§,19§§ GOMPARY ADVERTISE IT3 DIVIDENLSY
| Yes~ 38 No« 71 No Answer- O

f
i

%g OL3 YOUK CUMPANY ADVEuTISs IS ANWUAL KaiOnT?
: Yeg~ 28 No- 81 No Answere O

'ﬁo iog %Sﬁ 20 Tilt COMPAKX'S ADVANIAG: 10 HaVs M-

Yes~ 106 RNo~ 1 Questionable~ 2

Moat typicel answers!

2= Stock ownerahip gives him a sense of belonging.

3« He tsakes a greater interest in the firm and
works more efficiently.

|
i
|

| The most typical negative answer is: if the market

i
I
|
i
ﬁQuartcrly reports
;

Yes~ 65 No=~ 4,

34x are known to have begun this practice in the
1920's,

Seven reported to heve sent them since the 1930's.

| Twanty reportsd to have begun this practice after |
| World war II, |

Twenty~s8ix did not stat.e when this practice was
started,

| 1~ The employee gets a stake in the enterprise, ?

price of the stock drops employeas bdlame management&
{
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f
?
|

Letter of

Special news letters

Yoa~ 47 HNo- 62

Seven of the companies reported to have begun this
practice in the 1920's,

Efight reported to have begun this practice in the
1930"-

thntI~tuo reported to have begun this after World
h’arI.

Ten did not state when they began this prasthoe,
welcone
Yes= 68 No« 41

Two oom a8 reported to have begun this practice
in the 1920's,

Seven reported to have sent weloome letiers since
the 1930 ‘s,

Forty-seven reported to have begun this practice
after world war II,

Twelve companies did not state wWhen this practice
was started.

lstter of Kegret

Yeos~ 7 No- 102

One ocompany began sending a letter of regret during
the 18;8’¢§

None of the companies began this practice durirg
the 1930's,

Seven of the conganios have begun this practice
since World war II.

American Telesphons & Telegraph began sending a letter of

| Tegret %0 its atockholders who sold their stock in the 1920's
' but it discontinued this praotice in 1942,
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House organ
Yos- 17 Mo~ 92
One began doing so in the 1920's,
Two in the 1930's.
Fourteen since World War 1I,

Post-annual mesting reports.
Yes~ 47 No- 62
Two began this practice in the 1920'a,

I Seven reported to have begun this practice in the
; 1930%s.

Thirty~five reported to have started this since
the end of World War Ii,

|

|

! Three gave no dates concerning the commencing of
| this practiace,
|

iStoekholdor magasines

Yes~- &4 No- 105

| None sent such magasines during the 1920's,

; Two began doing so during the 1930's,

Two companies began this practice after vworld War 1

Special offers or samples
Yos~ 13 No- 96
Two begzan this practice during the 1920%s,
Two since the 1930's.
Nine began sending them after World war lLIl,

| Open houses
Yea~ 37 [Fo- 72

Three of the companies reported to have begun this
practice during the 1920's,

!

I
i
|
L
I
|
|
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/DO YOU HAVE A STOCK OWNERSHIP PLAN FOK YOUR sMPLOYE&S? |

i
hi

Ten reported to be doing this sinéé the 1930's,

Fourteen reported to be doing this since World i
War Il.

Ten companies gave no dates. !

Yes- 40 Now 69

Seven inatituted such a plan in the 1920's.
Four instituted such a plan in the 1930's. f
Ten did so in the 19,40's. {

Nineteen have done 30 since World war II,

Am % Axm A GugaTeR INTER£ST IN YOUR STOCKHOLD-:nS THAN
AND'1930"a7

Yas- 92 No~ 16 No Answer- 1

Most of the companiea gave one or more of the fol-
lowing reasons: |

l= Stockholders are an important source of capital |
when additional funds are needed. i

2- They can help increase company sales by using
and boosting the company's products,

3~ Stockholders can help support the company in
political issues.

l
L= A happy and satisfied stockholder is more likely;
to recommend the firm as an investment to others7

5« A satisfied stockholder is less likely to
eriticize company policies and practices and is
likely to be loyal to management.

'AKE YOU ACTIVSLY ThYING TO INGKEASE THi NUMBKE OF STOCKHOLUgHS:

Yos~ 55 No~ 50 No Answer- |

at
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The following are the most often stated reasonst

j 1l- The more stockholders a company has the more
g people there will be to support it.

| 2= A large number of stockholders make the company
better known and gives it more prestige.

| 3« A broad base of stock ownership aids the free
i enterprise system,

| Most of the companies that said that they are not
K : r{ing to increase the number of their stockholders !
believe that they have enough stockholders already. |

| CHECK THE SIX OR SsVsN MAJOR ITANS ABOUT WHICH YOUE COMPANY |
J@@n?;_mm STOB OB R0 B TWFONeD 4 THE PobSHMT |
!E

=Thcy are listed in the order offrequency:

; 1~ The financial facts of the company such as
K expenses, sales, profits, etc. %

2= The company's products and their uses,

3~ The need for retaining some of the profits in
the business.

4= Industry trends and general esconomiec ccnditions.i
5= The importance of employees. @

6« Research .

f 7« The need for promotional literature,

8« The free enterprise system and specific politicah

issues.
it \
! 9~ helations with the government. i

|
: 10- Responsibilities to the company as stockholders.

iwno HANDL.S STUCKHOLUER RuLATICNS IN YOUk COMPANY?

t :

The secretary 57
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The secretary and public
relations dept, 17

Public relations dept. 16

Financlal stockholder
relations staff,

Treasurer _ 2

President 11
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APPLNDIX II
ANKUAL RePORT STUDY

As noted in Chapter I, this was a study of the annual

ireports of twenty-five representative corporations. The study

iwas comprised of one annual report of each of the twenty-five
gcgrporations for each of the following periods: 1920's, 1930'&
iand 1950's. In other words, twenty-five annual reports wers
istudied for each of these periods or seventy-five in all.

%The following are the companies whose annual reports were
|studied:

| 1- Aero Supply Manufacturing Company
' 2~ Armco Steel Corporation

3~ Baltimore & Ohio Railway Company
4~ Bethlehem Steel Corporation

5- Chrysler Corporation

6~ Creole Corporation

7=~ Deere and Company

8~ Dominion Foundries & Steel Limited
9~ Eastman Kodak Company

10~ Hershey Chocolate Corporation

I 11« Leece~-Neville Company

12~ Lehn & Fink Produects Corporation
13~ Louisville Gas & Eleetric Company
14~ Kansas City Power & Light Company
15« Mexican Power & Light Company

16~ Minnesota Power & Light Company
17~ New Haven Kkailroaa Company

18- Norfolk & Western Railway |
19~ Motor Wheel Corporation

20- Philip Morris & Company i
21= Union Gas Company of Canaca g
22« Union Pacific Railway Company 5
; 23~ Wheeling Steel Corporation i
: 24~ Wiser 01l Company

25« Washington Water & Power Company
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TABLE 111
THas FINDINGS OF THi ANNUAL KePOuT STULY

Number of companies

| Heports that had at least twelve of the items from one

to fifteen above were classified as truly informative. he-

i were classified as modern. 7The following is how they were

claasified for each period:

Ag of Ag of As of

1920 1930 1950
Truly informative 7 il 22
Modern ' 1 L 21

Heport content As of As of As of
o

1- Names of directors and officers.. ?7 19 25
2« Names of subsldiarieBecrecessnsose 3 9 18
3=~ Complete financial statements.... 13 20 25
4= Locatior of plants & marketse.... © 12 20

Discussion of:
5- Earnings--Ol..‘...”'i.....l.‘..‘ 6 12 2“
6" Di?idends...--.--..............-. lo 11 20
7- ProductSi'0'.0!'.."...'...‘.0.'0 8 12 21
8"' Sales O IevenNUBisssvsssssnssssne 8 11 21
9- Empldyee relationS8ec.ciscescasece O 12 19
LO"' Indu&try t!’ends...-........-...o. 5 )J) 22
LI- Futux‘e plans...l..‘""O‘"....Il. 8 1" 22
Lz- Expensesl....’C‘ﬂ"...D...I‘..... 13 15 25
13~ Improvements or construction..... & 13 22
lk’ Prﬂduction..---na--........---..- ? 12 21
'.5"‘ Research activitieSeertaveace-nnns 2 L 20
A~ Simplified financial summary or

highlight Page...vvevsavesonsecas O 1 19
Be Pictures or drawingZs.....eeeseese 1 6 22
G Comparative data.....u........-. 5 8 19
D= Charts or graphSeesscscovesensass 1 3 20
b= Three or more Colors..sessssscsss O 2 18 .

ports that had at least three of the items from A to E above |
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TENTH ANNUAL REVIEW OF THE

Shareholder Relations Policies
of 1,000 Industrial Companies

Progress has been made during past decade in the use of techniques

to maintain shareholder confidence and inspire new investment

interest.

Financial public relations counsel service fills need

By Weston Smith

he completion of a decade of sur-

veys of the trends in shareholder
relations policies provides ample evi-
dence that an increasing number of
managements have become interested
in cultivating the confidence of the
actual owners of their corporations.
In recent years the desire to expand
shareholder lists (geographically and
by average holdings), plus the suc-
cess of proxy contests in electing
new managements, has focused atten-
tion on the epportumities provided by
well-organized financial public rela-
tions programs.

Progress Accelerated

During the past ten years, progress
has been at an accelerated rate, as
some companies expanded the num-
ber of techniques utilized to influence
shareholder opinion, while others em-
barked on programs to improve
investor esteem of their securities.
Although this new era in shareholder
relations has included many trials and
some errors, there has emerged a
variety of techniques which have been
proved effective by attaining objec-
tives in this specialized area of public
relations.

As a result of its Annual Report
Surveys and these year-end reviews

of shareholder relations policies,
Financian. WorLp has accumulated
statistics which provide the only con-
tinuing guidance as to how many in-
dustrial corporations are doing what.
Credit for the success of this re-
search, however, is attributed to the
5,000 corporations submitting their
annual reports for rating each year,
plus the 1,000 managements return-
ing the shareholder relations ques-
tionnaire.

The officers -of many corporations
have welcomed the yearly question-
naires as an opportunity to review
policies and programs in shareholder
relations. The questionnaire is in

SURVEY OF 5,000
SHAREHOLDER ANNUAL REPORTS

(BY CLASSIFICATIONS) *

1940 1945 1950 1954
SOURCE: FINANCIAL WORLD

CRAPRIC BY PICK-5. K. 1.

Int’l News Photo

Financial World Exhibit of
Sharehclder Relations Literature

effect a check-list of techniques,
printed material and practices. There-
fore, it is encouraging that the statis-
tics in the tenth review have scored
gains in all divisions.

As usual, the greatest gains in any
one area of shareholder relations was
registered in the number of annual
reports rated as modern and qualified
for “Merit Awards”; 1,895 reports
compared with 1,728 in the previous
year. The simplified and informative
annual report is generally regarded
as the keystone of a well-rounded
program, which should include the
following basic objectives:

Three Objectives

I. The maintenance of confidence
among present stockholders;

II. The cultivation of interest of
new investors;

I1I. The development of better in-
vestor acceptance for the company’s
securities in financial districts of lead-
ing cities throughout the nation,

To attain one or all of these ob-
jectives, plus the allied purposes for
which a program is prepared, the
judgment and decisions of the com-
pany’s president or officer in charge

Reprinted from the Annual Forecast Number of FINANCIAL WORLD, January 25, 1956




of shareholder relations are often the
determining factors in the success of
the activity, To many top executives,
stockholder relations and liaison
with the financial communities are
part-time activities which can be bet-
ter performed by professional coun-
sel. Only the largest corporations can
maintain departments for shareholder
relations, and few companies have
directors who devote their entire time
to this function.

Professicnal Counsel

The guidance and services offered
by individual financial public re-
lations counsel firms vary, ranging
from the handling of financial pub-
licity, through all the techniques of
shareholder and investor relations, to
the more complex phases of corporate
finance (financing, over-the-counter
distribution, stock exchange listings,
mergers, etc;). No one formula will
nt the requirements of every com-
pany, because each management’s
problems and objectives are different.
Thus, the ptogram must be custom-
made to assure a greater degree of
SUCCESS.

During the past six years, or since
this subject was first added to the
questionnaire, there has been a con-
stant increase in the number of cor-
porations employing financial public
relations consultants, plus the general
public relations counsel firms and ad-
vertising agencies which provide spe-
cialized guidance and services in this
field :

Outside —Percentage of 1,000 Companies—
Counsel in: 1955 1954 1953 1952 1951 1950
Financial
Publicity ... 12% 12% 8% 7%
Shareholder ilﬁ% 7%
Relations .., 15 10 6
Total .... 27% 22% 14% 12% 10% 7%

Interim Reports

In shareholder communications
next in importance to the annual re-
port are the interim earnings state-
ments, Of the thousand companies
answering, 802 distributed financial
reports more than once a year: 624
quarterly, and 178 semi-annually,
The following comparison reflects the
success of the campaigns for more
frequent earnings reports to share-
holders:

P age of Compani

Semi- Quarterly Interim
Year: Annual HReports Reports
LO88. il 17% 62% 80%
LT S, 18 60 78
L9530 s saty 19 56 75
19520000 22 51 73
RS e il 20 48
1 AR 20 45 65
1949, . .inus 18 42 60
1948, ... ‘ 15 40 55
Y9873 5y < 12 37 49
o e, 10 36 46

Of the 802 interim reports issued
in 1955, 561 or almost 70 per cent
are printed in black or one color; 229
(28 per cent) have two colors; and
the remainder are three or more
colors. lLast year 242 companies
mailed the interim reports as an in-
sert with the dividend check, while
560 or almost 70 per cent sent them
under separate cover.

Dividend Enclosures

The number of companies employ-
ing dividend inserts or “stuffers” in-
creased sharply in 1955, expanding to
61 per cent compared with 49 per
cent in the previous year. Manage-
ments utilizing the earnings report as
a dividend insert usually send them
with each quarterly dividend check,
but others send occasional inserts
when there is a special message to
the shareholders. More inserts are
being converted into miniature tab-
loid newspapers, newsletters and

digest folders, usually illustrated
with photographs or charts and
printed in two or more colors:

Dividend —Percentage of t 000 Companiet—

Inserts: 1955 1954 1953 1952 1951 1850

Regularly ..... 3% 27% 25% 24% 23% 22%
Occasionally .. 24 22 26 24 22 22

Total Inserts, 61% 49% 51% 48% 45% 44%
Newsletters.. 8% % 6% 6% .. .

Annual Meetings

Further progress was registered
last year in the handling of annual
meetings of sharcholders, the ac-
knowledgement of proxies and the
preparation of copies of the minutes
or a summary of the minutes. New
highs were reached in thé number of
managements sending special invita-
tions (personal letters from the presi-
dent, engraved cards or printed
folders), providing transportation,
offering a program or exhibit and
serving luncheon, dinner or refresh-
ments :

Shareholder
Annual Meeting —Percentage of 1,000 Companies-
Technique: 1955 1954 1953 1952 1951
Holding

Meetings ... 100% 100% 100% 100% 100%
Special

Invitations .. 23 19 16 14 12
Transportation.. 7 5 4 4 3
Program Offered 7 5 o
Exhibit

Displayed ... 2 1

uncheon, ete, . 17 12 8 6 5
Plant Tout' ..., 1 1 s
Regional

Meetings ,... 2 3 2 2 2
Minutes sent... 26 25 22 20 19
PROXIES

Acknowledged 16% 15% 13% 13% 11%
B_v Lem:r or

...... 10 9 7 7 7
By l’ostnl Card 6 6 6 6 4

Reports of the shareholder annual
meeting were prepared in a variety
of formats and styles last year: 7Y
companies sent out a form letter from
the president, while 36 provided a
multigraphed summary for those re-
questing it. There were gains, how-
ever, in the number of printed post-
meeting reports: 75 managements

Selected Ilustrated and Colorful Shareholders Newsletters in 1955

NEWSLETTER (Issuing Corporation): - Pages NEWSLETTER (Issuing Corporation): Pages
Alcoa Alwminum News-Letter (Aluminum Co of Amer ) PB Shareouwnmers’ News (Marquette Cement Mfg. Co.)......
*Share Owners’ Quarterly (Amer. Tel. & Tel. 0 dors 2 *Monsanto News (Monsanto Chemical Co.) ...\ vevvnnnns 4
Stockholders’ Bulleiin (American Viscose Corp.)..c.vven 8 *NSP Shareholders’ Bulletin (Northern States Pr.)...... 16
Quarterly Memo (Arkansas Power & Light 80) ....... E Aluminum Progress (Reynolds Metals Co.) ..... Ay 8
*NewsLetter to Shareholders (Chrysler Corp.).....cvves 4 14 IS e s B0 s onr | ) e T B e S ST bt
¥News for Shareholders (Cincinnati Milling Machine Co.) 4 Share Owmers News (Sylvania Electric Products)... .. " 0
Progress (Consolidated Electrodynamics Corp.)........ 4 Pipeline Progress (Texas Transmission) .. ....,.... B
Du Pont Stockholder (E. I. du Pont de Nemours) ...... 4 *Quarterly Letter (Thompson Products, Inc.)........... 14
*Highlights (Eastman Kodak Co.)...eeveviesninnnss S 4 UF Shareholder (United Fruit Company)............. 16
*Fruchauf Quarterly (Fruehauf Trailer Co)vvvvriiininn i:S Highlights (United Gas Corporation) ........ovvuuus oo TS24
*Item (General Foods Corporation)......ccoveuees 2 *Shareholder News (United States Rubber Co.) TP P
Horigons (General Mills Corp.).. PR 28 *U. 8, Steel Quurferly (United States Steel).......o.00e
Bulletin (Idaho Power Company ) ................... 18 *Stockholders Quarter, Yy (Westinghouse Electric)........

J & L Men and Steel (Jones & Laughlin Steel Corp Y.... 1876 *Stockholder News (Yale & Towne Mfg. Co.).c....... "

*lssued as an interim report or dividend insert, or both. tTwo colors. fIllustrated with photographs, charts or cartoons. {Three or four colors, §Mags

zine format.



used folders (4 to 6 pages) to sum-
marize the meeting, and 70 offered
stapled booklets (8 to 48 pages)—
many of these are illustrated with
photographs of the actual meeting
and are printed in two or more col-
ors. The 1955 annual meeting
report of General Electric Com-
pany was judged “Best-of-All Indus-
try” in the FinanciaL WorLp com-
petition, with second place going to
International Business Machines and
third to Worthington Corporation.
Gift offers to shareholders con-
tinue to increase with many of the
food and drug products companies
offering Christmas packages of sam-
ples at reduced prices. Some of the
tobacco and cosmetic companies also
make a special appeal to stockholders
to buy their products for Christmas.
Most unusual gift offer of the year
was by the Pennsylvania Railroad:.
s"'_ﬁﬁg-_sfz'é"oﬁ-fasmoncd glasses
«(the same as those used on the Con-
gi'esssonal Limited) for $3 per set.

Letters to Shareholders

“Welcome” letters, sent to share-
holders shortly after they have regis-
tered their stock, have continued to
gain in usage., At the same time the
decline was continued in letters of
regret to investors who have sold
their stock:

- Wel Letters
With With With Total
Total Annual Quarterly Both Regret
Sending Report Reports Lettery
1955.. 59% N% 3% 18% 3%
1954,, 55 30 3 18 4
1953.. 44 28 2 17 5
1952.. 41 25 2 17 7
1951,.°38 21 2 15 10
1950.. 37 20 2 14 14

It will be noted in the foregoing
tabulation that most companies send
a copy of the latest annual report
with the welcome letter. Other mail-
ing pieces sent to welcome new
shareholders include: fact books, em-
ploye house organs, external house

.magazines, product catalogues, sam-

ples of products, or return post-
cards to request reports or various

Selected Printed Post-Meeting Reports Distributed in 1955
Published Booklets of Minutes of Shareholder Annual Meetings
(Q&A : Stockholders’ questions and answers included)

Corporation Pages
Abbott Laboratories ........cecnveeranss g:
Aeroquip Co R oo v v A
American Airli mua. Inci (QORBA)...uoianas 14
Am, Broedeastmg-?aramouut (Q&A) ..o 1116
Am. Encaustic Tiling (Q&A) 6
American Metal Co. ........... SRR 1
American Optical Co. vvovonns iy 6
Am. Radiator & S.S. (Q&A). 120
American Tobacco (Q&A)...... 8
American VISCOSE «vveureerrsonsnsne R L
f{tll:.nﬁc 11;..‘it. Elccézu: ................... gi%

tlantic Rehnin, raee ne
Aven Produces, Fnee o
Blaw-Knox Co. ,.oivsss 12
Bowater Paﬂer Corp., Ltd. Lwe 332
Butler-BiothBY i s vys s dyassnaesaiss 6

Calaveras Cemeut o st e e Rl e e s
Calumet & Hecla, Inc. (Q&A)
Carro devPasco Corpi. i iosiviesniassnes
Chain Belt £0iuvncvirrvirnnsiss
Chesapeake Industries (Q&A)
Ches&]’leakc & Ohio Ry, (Q&A).
Chrysler Cnrpomt on
Eolumlbm Gl‘?i I &AJ
ongoleum- nm ne.
'Cnni. Edison &%
Cons, Natura Gaa (
Continental Can Co, (Q& )
Curtis Publishing Co. ..
Dixon {Jos.) Crucible a0
*Du Pont de Nemours (Q&A)
Electric Bond & Share (Q&A) ... cvvvuns £1920
Electric Storage Battery (Q&A)
Equitable Gas Co.
Fairchild Camera (Q&A) .
auf Trai cr 0.
Gas 8

R OB 5 s frasd i e, e Th i M 47a"a e w00 w e are

Gen

Glidden Co.
*Harris. Seybolso .........
Iilinois Central B.R. (Q&A].....
Inland Steel Co. «.evovsonnnronse
Interchemical Corp. ...... NEAd A Ay ORI

A part of the quarterly newsletter, interim report or dividend insert, Two colors,
with photographs of meeting. Blncludes charts or maps.

Corporation: Pages
ut usiness Machines.....ovuvuaninee « ¥
*Int'l Busi Machi 16
Int'l Harvester Co. (Q&A) .....cocuvues 20
ones & Laughlin Steel (‘.org.A ........... 8
Lennecatt Co per Corp. (Q&A).. 118

SExesge (SN0 iy b vsnses sibesmn a
Libby, McNelll & Libby. . 8

Link-Belt Co. v cvsvppinomsimia
Lorillard I’ ) Co. (Q&A)
Macy (R, H.) & Co.,
Massey-Harris-Ferguson Ltd. .,....0000s 116
Merritt- thyman & Scolt (Q EAY

Mountain as

Nat'l Glyhum o

Nationa ad Co.
*North Amer, Aviation (Q&A)...oiinuren
*Northern States Power.........c00venees
SO O L0 <5 o s pea e
Peoples Gas Lt, & Coke (Q&AJ
*Pitney-Bowes, Ine. (Q&A

"Radip Cor B of Amem.u [ &:\
Royal Me 'E A
5t Joseph Lcnd 0, (Q&
L T S
cattleGmsCo RRNR) i sl R 6
Southern Preific Co, vovroivcivicasinnsa
Standard Oil of California. ..
Standard il Co. (!ndmna)
Standard Oil Co., N. J
*Standard Oil (!Jhio} (
gt.] Lawrv.ace (‘.'or% o (b RS
ylvania Electric Pr

United Air Lines (Q&A

Union Carbide &

>6

Union Electric of Mo, . 4
*Union Qi1 Co. of Cal w12
'Uni{ed Fruit Co. (Cruise),cusecarsonnn . 112
U g E hhdeCo?b &) ................ 4
ubber Co. A) saavavesnnniias T80
Western Union Telegraph Co. .......... It 8
* Westinghouse Electr:: (Q&4)
Woolworth (F, W.) Co, ( 0
Worthington Corp., (Q&A 12
lustrated

Three or four colors.

booklets. Last year American Ma-
chine & Metals sent a silver medal-
lion encased in a clear plastic block
with an hour glass to all new share-
holders to remind them of the com-
pany’s twenty-ffth anniversary.

Statistical Yearbooks

There was a moderate increase in
the number of companies preparing
special statistical brochures for secur-
ity analysts, investment advisers and
other professionals. During the past
year 41 public utilities and industrial
companies (exclusive of railroads,
which are required to do so by the
[CC) produced statistical supple-
ments to the annual report or year-
books, compared with 32 companies
in 1954:

Security Analyst Yearbooks
Brochures Published in 1955

Title—Sponsor Pages
Statistical Review—Amer. Gas & Electric
Facts & Figures—Armco Steel Corp.. 28
Review of Operations—DB'kl lyn Union ‘Gas 3168
Review of Operations—Cent’

1& Soutlx Went
Some Facts Abam t',‘hr:.r.tlcr Eor :
ti ectric o 3140

Inf

'Siah\m.ﬂﬂ Dﬂa—CoImnbla Gu System. .. 11100

Einancial Review—Commonwealth Edlmn 30520
erving New Vor ._Edison, Y.. 31§48

Daystrom  Today and Tomorrow—Day-
e T T R R

Facts & Fi, Bgurea———Flnnda Power & Light

Growing Enterprise — General Acceptance s
e T o A T
f!lfmanm Serm.r—Gcn'l Pubiic Utilities 30

almﬂ Statister—Gulf O Corp. . .r .

ecm# epori—Interstate PowerrEn.. e 1334
tatistical Record—Johns-Manville

Core of the Great Plains—K. nnsna Gas &Tlm
Ten-Year Review—Kentuc tilities

Progress Re#arl-—Lo:ﬁ Island Lizhtmz Cn. 3%

*Information—R. H 3 s
ﬁ-aa
*Financial & Y

rmﬂnrud & Opfmsmy Dam—M:d'dh,- Sauth'
Fuﬂ: About the O.rfnrd’ Pawr Company . ,
Supﬂmru! Pacific Lighting ’ .....
Financial u:m;i}?)a#ﬂ—?a:g& s

tatisti rvicw—Phi lec. 1’3?»3
Pmann With Ncmml Gw—l’ortlntui Gas 14
0

Story of “Sheller Manufart.urmg 'C":n:;;f;r.c;-

e BT L e E L I soene T84
Financial & Opemaug Smuﬁc:—ﬁucm

T T iy (a1 t24
Sderml S;ppfmn!w Statistics—Stand-

L T N R PR W e LD 4
Backgfouud quormumn—Srlvmh Elec. ¢
Stationeal’ Relipor—Teias’ Eastora Trusse |

BB On, S e A R R
S‘Mhﬂiml Mamm'—'l‘exu Gas Transmis- s
sion Sﬁz
G

............... senEERR

Edison y
.S’fammal Report— Union il Cu of Cal.. 30
Historical Financial Data — United Gas

........................... 36
Smhmd !ufamaﬂon—wucmm Public H

b A servsnanse THIB

*Includes copy of annusl report to shareholders.

tTwo colors,
and/or maps.
bin A

lustrated with photographs, charts
IThree or four %olm-l- Short-side



Progress Reports

Many railroads and public utilities
have been supplying statistical sup-
plements with their annual reports to
security analysts and other profes-
sionals for years, but it is compara-
tively recently that companies outside
these regulated industries compiled
statistical yearbooks for those who
wish more breakdowns, percentages
and ratios than are found in the an-
nual reports to shareholders and the
public.

Many more companies last year
published Fact Books, Progress Re-
ports and other illustrated brochures
for distribution to shareholders and
others—the following selection of 51
booklets contrasts with only 18 sub-
mitted in 1954 :

Facts Books and Progress Reports
Sent to Stockholders and Others

Title—Sponsor
Something About Atlantic Refining Co... ...
Siary of Progress — Bailey Selburn oil &
Undertm'u'.; " Steol—Basic Refractories, Inc. Hao
Beecherafts at Work—Beech Aircraft Corp. 3740
This IJ Blgw-Knox im New Highway Pro-

Pages
1312

................................ 18

Ina'c.r of Products—Borg-Warner Corp..... 18
Product Development—Burroughs Corp.... 16
Thfs Is Bzron Jockson Co:covacanenanos o 320
Quick Look at Chain Belt Coiyovueranes 1124

Au Introduction to Con Edison, N. Y.
The Story of Diomond Alkali Co.......
Dravo—Dravo Corporation .....vivees Waue

32
i

me? AHmm—Engl&PIcher o
Introducing Federal-Mogul-Bower Bnﬂnw 16
35-Year Progress Report—Ferro Corp.....s 28
The Frue anufacturing Story,......
Progress Re —Fmslmmom Storu, Ltd. 3124
Atoms for Peace—General G!nmu Corp. 56
Ds(vel'opmmt &B Fﬂ]’tﬂﬂt a al Hm‘nf: 4
t Before

Jeus 34
Seeing Paper Made—P, H. Glatfelter Co.. 32
An Introduction to the Glidden Cou..r..nss
l7hguﬂw of Concern to Gulf Oil Share-

d 3 S 18
Elecironics & Telecommunication—Intl Tel, 148

Whe's Who in Intertype Corpovation...... 328
Lorillard and Tobacco—P, Lorillard Co.. 64
Looking at Marathon Corporation......... 12
Osh ¢ A Threshold  of Tomerrow—Glenn g
Mando's Pictorial Rrport—Minn & Ontario
R e B 1120
Cnavlnwn:a—(.‘nmfomﬁmnomy — Nat'l Fuel A
This Olin. Mathieson Chemical Corp ..... -
An_Introduction to Pullman, Inc....... seae 12
R.C.A.—What It Is, What It Du: ........
Raytheon Products—Raytheon Mfg. Co.. 2116

Namnl' Park Cam um—-Smclair 0il Corp 34
Pictorial Report—Republic Aviation Corp... 31120
Resistoflex Toda -—-—Euutoﬁex Corl:!.. Nty
The Ruberoid 07— uberoid Co.....ovs 4
Facts_for Shareholders Abou: Smca .......
The Jersey Studard .S‘tory—- 0. Os 6
Introduction to Sohio—S 1 (Ohio)
A Look at Sun Oil Company......eursenss 11’
Facts About Sylvania Ixctric Products.... Jﬂ
This I's Temco Aircraft Corporation....... 28
The Sfo-ry of Tennessee Gas Transmission 432
Btp Oppcvﬂﬂu#w:—'l‘exu Gas ~ Transmis-
B iR R e S AN A E A *$120
PADEL o ovosesnsssnsbssssntnnassnasis
The Alom in Owr Hands—Union Carbide. , H“
Pictorial Report—United Aircraft Corp....
The Story United Gas Cor, atwu. .....
Biueprint for Tomerrow—U. um Co. 48
iernan, $20

A Pictorial Sketch of Wallace &-

*Gatefold cover or page. 1Two colors, $1llus-
trated with photographs, charts and/or maps.

¢t or four colors.

The percentage gain in reprints of
speeches before luncheon meetings of
the security analysts was even great-
er—19 speech reprints against eight
in 1954:

Reprints of Presidents’ Speeches at
Security Analyst Luncheons
in 1955

City — Corporation : Pages
N. Y-—-Acruqmp Corporation . ...cesssras 1624
Y.—American Machine & Metals....... 12

NN
Phila.—Atlantic Refining Co.vvvvvvnnnnnas
-Y—:\menem Motors Corp.
Y.—Colorado_Interstate Gas
—Empire District Electric.
Y—-Geueral Acceptance Corp......
~—Diamond Alkali Co........... .3
.—Hoffman Electronics ..............
—Inland Steel Com;én

—I nter!!nte Puw er

VFZ??“mZ??z
4<>r

Tl &1 SRR P

A ~—Nat feDai Products.............

3t. L.—National H:rpsum P, Jinevnad
N. Y.—Sheraton Corp. of America, 20
N, ¥.—Square D Company....... 1116
N. Y.—Standard Oil (Indiana). 1120
N. Y.—Stewart-Warner Corp. .. 12
Cleve.—Towmotor Corporation . *8

'Mu]tnghraphed $Two colors, $Illustrated with
photographs, charts and/or maps. {Three or four
colors. Encludes return postcard for additional
copies of reprint.

Financial Advertising

In addition to the conventional
“legal notices” (statements of condi-
tion, redemption notices, meeting an-
nouncements, requests for bids, etc.),
managements can schedule two basic
forms of advertising to reach share-
holders whose stock is held in brok-
ers’ names, prospective investors and
the professionals:

I. Annual report advertisements,
plus quarterly report announcements
when applicable ;

II. Dividend declarations (regu-
lar, extras and stock).

Records on the above forms of
financial advertising have been com-
piled only a short time, but the fol-

lowing comparison indicates the
trend :

MEDIA:

(Daily News-

Percentage of 1,000 Companies
papers or Annual Report Dividend

Financial Advertisements Announcements
a{rsinu) 1955 1954 1955 1954
Both
and Magazmea 8.8% 7.6% 20.6% 17.1%
Newspa Only. 6.2 6.3 7.0 8.7
Plant City Papers, 5.6 5.5 2 -
Magazines Only.. 7.6 7.2 5.2 6.4
Total, All Media 28.2% 26.6% 34.8% 32.2%

The foregoing tabulations show
that the trend is upward with the
number of companies advertising
their annual reports and dividends—
the tendency is to schedule advertise-
ments in both newspapers and finan-
cial publications, rather than in one
or the other,

Companies in the petroleum indus-
try were the leaders in 1955 in annual
report advertisements, second place
going to the public utilities :

Leading Industrial Annual Report Advertisers
I—0il and Gas II—Public Utilities

Tt Citizens Utilities
g,:?g:‘g:},&:e"ac“ Dayton Power & Light
Continental Oil Detroi ll I‘%dlw?_'

Cosden Petroleum General Telephone
Creole Petroleum Louisiana Power & Light

Montana Power
Kl Faso Nagiral Gas Northern States Power

Gulf Oil rthetn
Ohip Edison
Mias, Blver Fusl Pacific Gas & Electric

Puget Sound Pwr, & Lt.
g;:‘eﬁl]ajro‘c;d Shawiuigng Wat. & Pwr.
Standard Oil, Ind. Southern Calif. Edison
Standard Ol (Ky.) Toledo Edison

tandard Oil (N.T.) Union Electric Co., Mo,

tandard Oil 01:1_0)

unray tinent “{;cu' I and
Eﬁi‘:;&?l‘.“ “!i' Sixteen Companies

IV—Electronics
I1—Public Utilities ;
Amer. Tel. & Tel. Twelve Companies

British Columbia Power ¥Y—Steel & lron
Central Hudson G. & El Ten Companies

One new form of financial adver-
tising appeared in the past year: a
report of the shareholders’ annual
meeting. General Electric Company
scheduled two facing pages in two
colors in national magazines to pro-
vide the summary of its stockholder
meeting in Schenectady, N. Y. Radio
Corporation of America used a full
page in financial journals for a sim-
ilar purpose. An increasing number
of industrial corporations also used
institutional advertisements slanted
to investors in financial publications
and business newspapers.

In addition to the types of adver-
tising media listed above, a few com-
panies also listed the following publi-
cations in which they had scheduled
annual report advertisements and
dividend announcements : general na-
tional weekly magazines, farm jour-
nals, trade publications, labor. press,
women’s magazines and employe
house organs.

Fulfilling Responsibilities

The Tenth Annual Review of the
Shareholder Relations Policies of
1,000 Industrial Corporations reflects
all along the line the progress made
by managements in fulfilling their
responsibilities to their shareholders
and the investing public.

Send for "Money Also Listens”
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